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This fifth report by CRE, which covers the

period from 1 July 2003 to 30 June 2004,

comes at a key moment in the deregulation

of the gas and electricity markets. Under the

EU directive passed on 26 June 2003, all

professionals are free to choose their supplier

as of 1 July 2004.

The landscape of the energy sector in France

is set to undergo deep changes as the

number of eligible sites will move from 3,500

to 3.5 million for electricity and from 1,200 to

530,000 for gas.

The opening of the electricity and gas

markets was decided following an

agreement between the Heads of State and

the European Union Government, amidst

plans for creating a unique European market

for these energy commodities. Each member

state's regulators' action must therefore be

placed in a European context.

The regulators have spontaneously

developed a co-operation, within an informal

organisation - the CEER (Council of

European Energy Regulators), to harmonise

their positions and practices on issues of

common interest.

Bilateral meetings have also been held

between regulators to deal with shared

problems such as the management or

development of interconnections.

The CRE therefore carried out an evaluation,

alongside the Italian regulator AEEG, of a

general blackout which occurred on the

Italian network during the night of

27 September 2003. The conclusions were

made public on 23 April 2004. They clearly

show that this incident was caused by Swiss

operators while Switzerland has maintained

the traditional integrated vertical structure

within its electricity industry and chooses to

isolate itself from the European market

deregulation process.

More generally, the two regulators are calling

for better coordination among electricity

transmission network operators for the

preparation and implementation, in real time,

of the use of interconnected networks. They

are also calling for the implementation, in all

member States and several third-party

countries, of a coherent legal and regulatory

structure to ensure operating and supply

security in Europe. This position has been

adopted by the whole of the CEER in a

communication sent to the European

Commission.

Furthermore, the directives published on 26

June 2003 foresaw the creation of a

regulators' consultative committee, ERGEG.

This committee, whose role is to advise and

assist the European Commission in its

actions to consolidate the internal market,

A message from the
Commission de Régulation
de l'Energie 
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was set up following a decision made by the

European Commission on 11 November

2003. 

CRE played an active role in the work of

these authorities. It oversees the work of the

CEER working group appointed to study and

propose solutions for the harmonisation of

utilisation tariffs on the European electricity

transmission networks. It has also taken

responsibility for publishing a report on the

development of gas marketplaces (hubs) in

Europe and, in cooperation with the Italian

regulator, is preparing a guide to best

practices for gas storage.

But the realisation of a unique market, or

even regional markets which represent a less

difficult intermediary stage, is far from being

achieved. The building of an electricity

market for continental Europe, which is

particularly relevant to France, has not yet

even started. This can be attributed to

various factors, including the effective closure

of the German market, which still consists of

completely integrated electricity companies,

the continued existence of negotiated

network access, and the lack of a regulator.

This situation could change on 1 July 2004 if

the European directive is applied correctly

by all member States.

***

Competition between players in the gas and

electricity markets and the separation of

production, transmission/distribution

activities and supply should provide

customers with a better cost-quality ratio for

services than the old monopolies were able

to provide. CRE has been appointed by law

to oversee the correct running of these

markets and it ensures that changes taking

place are in gas and electricity consumers'

best interests.

The legal instruments and information

systems and processes have now been

defined. Rules have been defined, following

works carried out under CRE's auspices, by

working groups for electricity (GTE 2004)

and gas (GTG 2004), allowing customers to

change supplier quickly and easily, as of

1 July 2004, and providing consumers with

the best possible guarantees. It is now the

responsibility of the operators concerned to

adapt their organisation and update their

information systems within the required

timescale.

Whilst it is important for the legal and

procedural structure to be operational, it is

also essential that all the necessary

conditions be in place to allow effective

competition to exist. CRE therefore intends

to encourage competition, despite not

always having the ideal legal means of

enforcing this.

Over the past year, it has obtained a decision

in principal to remove the joint shares in the

Compagnie Française de Méthane (CFM)

and Gaz du Sud-Ouest (GSO) held by

TOTAL and Gaz de France. It has also

achieved a temporary gas release for the

market in southern France, for new suppliers,

as of 1 January 2005, until the completion of

the Fos 2 methane terminal and the

development of interconnections with Spain.

CRE has noted, however, the existence of a

certain number of factors which are less
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encouraging for the complete success of

market deregulation.

Firstly, several technical incidents leading to

widespread electrical power failures occurred

last year throughout the world. Certain

parties attempted to attribute responsibility

for these incidents to the deregulation

process underway within the energy sector.

However, in reality, each of the problems

affected operations on networks which are

barely affected by market deregulation,

negligence in facilities maintenance, errors

of judgement regarding the network

situation, or equipment faults.

Likewise, the current price rise trend within

the wholesale electricity and gas markets

represents, in France, a threat to market

deregulation. It is liable to dissuade a number

of eligible customers from changing suppliers

in the immediate future, due to regulated

tariffs at a level which does not always reflect

actual costs, contrary to what is required by

law.

This price rise trend has also led to debate

on the reversibility of the eligibility exercise.

Certain market players have suggested

making it possible to return to regulatory

tariffs for eligible customers who have already

taken advantage of their eligibility, which is

not possible under the current laws.

Whilst it does not appear strange to plan for

a period of transition, continuing to offer

these regulated tariffs for those categories of

customers who have been eligible for several

years represents a violation of normal

competition requirements, and distorts

competition between professional energy

consumers. For this reason, CRE would like

to see them gradually phased out.

***

The transmission and distribution system

operators' independence and neutrality, with

regard to all users, are essential factors for

the success of market deregulation. Clients

should not be allowed to become confused

about the respective roles of the traditional

suppliers and network managers. No

discrimination, cross-subsidies or distortion

of competition should be allowed to occur as

a result of the imputation rules, accounting

structure and principles which determine the

financial relationships between the traditional

operators' separate activities.

More generally, CRE has acquired market

monitoring tools in order to prevent and

correct any dysfunctions and to sanction any

abnormal behaviour identified.

The legal structure under which it operates is

fundamentally important. For this reason,

article 23 (electricity directive) and article 25

(gas directive) of the directives published on

26 June 2003, currently being transposed by

the Parliament, define a set of missions for

the regulation bodies, necessary to ensure

that in each member State there is no

discrimination, and that there is effective

competition and effective running of the

markets affected by these. Furthermore,

these directives state that member States

must provide regulators with the human and

financial resources required to fulfil their

missions.

The Energy Regulation Commission (l -r): Michel Lapeyre, Eric Dyèvre, Jean Syrota, 
Bruno Léchevin, Jacqueline Benassayag, Jacques-André Troesch, Pascal Lorot.
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Opening of the gas and electricity markets
for professional customers on 1 July 2004

Under the European directives passed on
26 June 2003, all professional customers
will be able to choose their electricity and
gas suppliers* as of 1 July 2004. This step
is essential to the deregulation of the ener-
gy market and represents a major stake in
the process which is already underway for
high consumption customers.
The number of sites for which consumers
can now choose their suppliers will be
increased from 3,500 to 3.5 million for elec-
tricity and 1,200 to 530,000 for gas, which
means that the market players' organisa-
tions and information systems must be
capable of handling the industrial require-
ments of a mass market.
Most of the customers concerned are of
modest size, with a limited knowledge of
the energy sector. They therefore require
access to a system which is simple to use
and able to provide a transparent guarantee
that they will be able to access the net-
works.

In its communications published on 24
December 2003, setting the main focuses
of the market deregulation, CRE's objective
was to define a flexible, simple, transparent
system able to guarantee that consumers'
fundamental rights in terms of access to
energy will be respected. 

• flexible: all consumers must be able to
change supplier as often as they desire,
within 28 days, except in strictly-defined
exceptional circumstances; 

• simple: the option to sign a single
contract must allow customers to have
their supplier as their sole correspondent.
In this context, which will form the stan-
dard solution for the mass market, the
supplier manages network access on
behalf of its customer, notably with regard
to invoicing and collection of funds due
relating to network utilisation. It bears the
risk of unpaid invoices for network access
management; 

• transparent : the distribution system
operators (DSOs) must publish the pro-
files to be used by suppliers, as well as a
catalogue of the technical services they
offer their suppliers and customers. Also,
electricity suppliers must display the sup-
ply charges*, network access costs and
taxes separately on invoices to customers
on a single contract;

• guaranteeing customers' rights in
terms of network access: indepen-
dently of the supplier and contract type
chosen, customers maintain direct rela-
tions with the DSOs, in areas such as set-
ting up or modifying a connection*, meter
access*, maintenance or any supply
continuity issues. The network operator*
to be contacted in the event of an emer-
gency remains the source of information
on local network conditions. Suppliers
must display the operator's contact
details clearly.

* The terms marked with an asterisk are defined in the glossary (pages 90 to 95).
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Opening of the gas and electricity markets for professional customers on 1 July 2004

Electricity and gas 
working groups 
(GTE 2004 and GTG 2004)
Faced with the issues involved in this latest
step towards market deregulation, it is
necessary to define simple and clear rules
and to make the new measures available as
soon as possible to all players, to allow
them to prepare for 1 July 2004.
This is why, immediately after the agree-
ment made between the ministers respon-
sible for energy, CRE decided to create an
electricity working group (GTE 2004).
This creation was mentioned in its commu-
nication published on 26 November 2002.
In an identical process, CRE created the
gas working group (GTG 2004), as soon as
the law passed on 3 January 2003 awarded
it authority on the gas market.
CRE acted as a facilitator between players
to identify areas of consensus and diver-
gence regarding the future market rules.
The groups' work involved all players
concerned (consumers, suppliers, network
operators, administrative representatives)
and took place throughout 2003 and the
first half of 2004.
For both energy types, the work was car-
ried out by a plenary committee and sub-
groups. CRE runs the plenary committees,
which involve around thirty participants,
representing all the players involved. These
committee meetings provided CRE with the
opportunity to listen to the different opinions
voiced on the most sensitive issues. The
sub-groups handle various technical issues,
which they then report back on during the
plenary committee.
Throughout the GTE and GTG 2004's
work, websites (www.gte2004.com and
www.gtg2004.com) were provided for
players to collect contributions and publish
the results of the working groups.
The plenary committees also decided to
create topical communication groups, with

customer and supplier representatives, to
develop useful supports for providing infor-
mation to future eligible customers.
CRE has published a new version of the
consumer guide aimed at the mass market,
on its website www.cre.fr.
At this stage, the players' involvement and
their pragmatism enabled operational solu-
tions to be found in a short time.

1 > Work during the second half 
of 2003

For both electricity and gas during the
second half of 2003, the working groups'
work led to two communications from CRE,
dated 24 December 2003, following a
meeting with players on 17 December 2003.
At the players' request, CRE carried out the
necessary arbitrages on the market
operating conditions.
These communications stated that the actual
opening of the market on 1 July 2004 was
conditioned by the correct running of the
information systems and that it was the up to
players to take responsibility for current
developments and up to network operators
to provide suppliers with the elements
necessary to draw up their sales offers, such
as consumer profiles, models of delivery
contracts*, or information system
specifications. They also stressed the
importance of tests and simulations which
must be carried out before the market
opening.

A. Electricity
Following an initial reflection phase by GTE
2004, which ended with a CRE communi-
cation on 3 July 2003, a second operational
phase was started. This led, in late 2003, to
detailed technical and functional specifica-
tions, necessary notably for the develop-
ment of the information systems.
The plenary committee met twice.
The monitoring committee, responsible for

handling the more sensitive issues of the
topical groups' work, was led by DSO-EDF.
This monitoring committee is open to all
supplier, customer and network operator
representatives.
Fourteen topical groups, consisting of
around ten people, worked on the following
points:
• processes (supplier changes, meter rea-

dings-invoices-collection, connection,
supply quality);

• questions relating to system balancing
and profiling (reconstitution of flows, defi-
nition, attribution and modification of pro-
files, profiling mechanisms, system mana-
gement);

• the contractual and financial elements
involved in the customer-supplier-DSO
relationship (GRD-F contract between
DSO and the supplier, risk management,
conditions for access to DSOs' services,
financial elements in the GRD-F relation-
ship, handling of claims and commit-
ments);

• information systems (standardisation and
target data exchange model).

B. Gas
The plenary committee met approximately
every two months.
Six working sub-groups drew up technical
and functional specifications concerning:
• processes (supplier change, delivery

management and connection sub-
groups);

• adaptation of tools (information system
sub-group);

• new environment knowledge (risk identifi-
cation and glossary sub-groups).

Each of these sub-groups was run by a
representative of a distribution system ope-
rator, assisted by a reporter working in a dif-
ferent field.
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Opening of the gas and electricity markets for professional customers on 1 July 2004

2 > Work during the first half 
of 2004

This period was spent applying the deci-
sions made on 24 December 2003.
At the same time, to complement the basic
services covered by the network access
tariff, CRE asked the electricity and gas
DSOs to publish catalogues of the technical
services they offer their suppliers and cus-
tomers.
The profiling mechanisms' governing
bodies, which are currently being put
together, involving all players concerned,
will be responsible for monitoring the
correct running of the profiling systems and
for making any necessary improvements
where required.

A. Electricity
The GTE 2004 plenary committee appoin-
ted RTE* (Réseau de Transport d'Electricité)
to run four working groups, responsible for
the following areas, respectively: 
• finalisation of the profiling system (see

pages 8 and 9);
• clarification of the different players' res-

ponsibilities within the new profiling
context;

• realisation of simulations, allowing sup-
pliers to evaluate the pertinence of the
profiling system;

• computerised exchange of data between
network operators.

The GRD EDF organised training pro-
grammes for all interested players, on the
various tools (supplier change process,
contract between the GRD and supplier,
data exchange systems…).

B. Gas
The GTG 2004 plenary committee has met
four times since the start of the year to steer
and coordinate the sub-groups' work.
Three of the six initial sub-groups (“supplier
change” “delivery management” and “infor-
mation system”) continued their work into
the first half of 2004 to develop procedures
and carry out tests and simulations.
Additional sub-groups have been formed to
handle specific issues, such as the
allocation and sizing of capacities at
transport/distribution interfaces, or the
preparation of the shared data table for
delivery including, notably, the approved list
of interface points between the transport
and distribution networks* (PITD).
Meetings have been organised with the
professional union of non-nationalised gas
companies (SPEGNN*) to verify the local
distribution companies* (LDCs*) degree of
readiness.

CRE's objective was to
define a flexible, simple,

transparent system able to
guarantee that consumers'

fundamental rights in
terms of access to energy

will be respected
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Opening of the gas and electricity markets for professional customers on 1 July 2004

The GRD-F contract
Article 23 of the law passed on 10 February 2000, modified
by the law passed on 3 January 2003, offers customers the
opportunity to sign a “single” contract with their supplier,
to cover both electrical energy supply and its delivery by
the public transmission system operator to which they are
connected.

This facility, offered by law, aims to simplify the formalities
necessary to switch to alternative suppliers, mainly for eli-
gible customers* with the lowest consumptions. In this
context, the supplier manages distribution network access
on behalf of the customer. Customers retain the right to
sign a separate supply contract* and network access
contract (CARD or CART), although this may initially requi-
re the use of a load curve remote meter.

This “single” contract option is subject, by law, to three
conditions:

• that the customer has taken up its eligibility;

• that the site in question (as identified by its SIRET compa-
ny registration number) is supplied by just one supplier;

• that the supplier has signed a contract with the distribu-
tion system operator, to which the site is connected
(“GRD-F” contract).

CRE paid particular attention to the creation of the GRD-F
contract and it ensures that the network operators guaran-
tee the complete neutrality of this new set-up for all energy
suppliers.

In its communications published on 3 July and 24
December 204, CRE set the principles to be imposed by
this contract:

• legal security of the contractual set-up implemented and
management of relations between the GRD, suppliers and
their customers, despite the lack of a contractual docu-
ment between the distribution system operator and the
end customer:

• neutrality of choice for the customer between a separate
CARD and supply contract, or a “single” contract, with
regard to rights and obligations in terms of network
access, notably concerning information to be provided by
the network operator, its transparency and commitments
and non-discrimination between customers and sup-
pliers;

• simplification of documents provided to the customer
before and during the conclusion of a “single” contract
with the supplier chosen - these documents must be
concise, clear and legible, respecting the supplier's obli-
gation to provide information.

The EDF GRD has published a contract template allowing
suppliers to organise all the rights in terms of network
access and utilisation which the customer may request from
the network operator.

The essential points which must be covered in the “GRD-F”
contract are as follows:

• GRD - customer direct relations: even if the customer's
main correspondent is the supplier, direct contractual
relations between the customer and GRD exist in a certain
number of areas (connection, metering, maintenance and
technical operations, quality and continuity, and
responsibility).
The unique invoice provided by the supplier will also show
the telephone number of the distribution system operator
concerned;

• Information obligation: customer information is mainly
provided by the supplier. The GRD must provide certain
information, notably regarding local network conditions;

• Changing supplier: CRE requested in its communica-
tions on 3 July and 24 December 2003 that supplier
changes be simple, quick and with no direct cost to the
customer.The GRD-F contract includes a procedure which
respects these principles;

• Risk of outstanding debts: under the “single contract”,
the supplier is responsible for collecting both the supply
part and the delivery part. It is also the supplier which
carries the customer risk of unpaid invoices, on behalf of
the GRD.
In order to allow them to manage this risk sensibly, sup-
pliers ask the distribution system operator to suspend
network access to the customer concerned. In this case,
the GRD must ensure the traceability of the request,
without checking its justification.
Suspension of the customer's network access must, in all
cases, respect the conditions stated in article 24 of the
standard specifications for public electricity distribution;

• Responsibility: the GRD-F maintains direct relations bet-
ween the customer and the GRD and organises amicable
procedures, as well as customer procedures against the
GRD. Thus, the customer can invoke the GRD's liability for
any damage caused in terms of network access or use.
Also, the supplier and GRD have possibilities for action
against each other, for any non-execution or bad execu-
tion of the GRD-F contract.

Based on article 38 of the amended law of 10 February
2000, CRE is competent to be informed of disputes relating
to distribution network access between the GRD and its
supplier or customer. This competence contributes to the
neutrality of choice for the customer between the signature
of a separate CARD and supply contract, or the signature of
a “single” contract.

In order to achieve the objective of simplifying customer
formalities in exercising their right to choose a supplier
more quickly, CRE will arrange for feedback during the
second half of 2004 to enable it to identify the improve-
ments in the access contracts and, more specifically, the
GRD- F contract.
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Opening of the gas and electricity markets for professional customers on 1 July 2004

Profiling:
A tool for suppliers
Because electricity cannot be stored and because a global
physical balance must be maintained at all times on the gas
transport networks, all suppliers must inject a quantity of
electricity or gas which corresponds exactly to its custo-
mers' consumption. Suppliers generally program their
injections the previous day and as they do not know for cer-
tain what their clients' consumption will be, they base their
quantities on predictions. On the actual day, they buy (or
sell) the imbalances between their injections and their cus-
tomers' actual consumption to the transmission system ope-
rators providing a network balancing service with half-
hour periods for electricity and 24 hours for gas.

Network balancing therefore requires as precise a know-
ledge as possible, at all times, not only of the volumes
consumed, but also their spread over time.

For this, measurement instruments exist, but do not concern
the whole market and a consumption estimation tool is the-
refore needed.

Measurement instruments
• remote meters

Currently limited to large eligible customers, these meters
automatically provide the power levels consumed, every ten
minutes for electricity and every day for gas.

The network operator is informed in effective time of the
injections made by the supplier and its customers' actual
consumption and has no difficulty in calculating the
supplier's imbalance in question.

For electricity, 35,000 sites are fitted with this type of meter
(i.e. 1% in terms of number and 50% of national
consumption).

For gas, only 200 customers have meters providing daily
measurement and remote reading (6% of national
consumption) and 4,000 others have meters providing daily
measurement and monthly remote reading (18% of national
consumption).

• Index meters

All other customers are fitted with index meters (99% of
sites eligible on 1 July 2004). They are read by the network
operator and intervals varying from one month to one year.
The operator therefore has the volume of energy consumed
between two readings , but does not have any informa-
tion on how this energy was consumed during this period.

However, customer consumption profiles vary greatly. The
network operator is not therefore able to calculate the
imbalance, each day or each half-hour, for the supplier
concerned.

As it would not be realistic, given the cost, to fit all custo-
mers with remote meters, estimations must be used. This is
where profiling applies.

Profiling
This involves establishing consumption profiles according
to customer type or estimating a customer load curve
showing the volume of energy consumed at any given
time . These estimations are consolidated for each sup-
plier by the distribution system operator, then aggregated
by the TSO* to obtain a global estimation.

The GRDs, who know all customers, are best situated to
carry out a neutral and objective profiling.

In the current market situation, this task was allocated by
the GTE 2004 and GTG 2004 to the GRDs Gaz de France
and EDF.

The GRD EDF therefore proposed 15 profiles, based on
statistical studies on customer samples:

• four profiles for residential customers,

• four profiles for professionals using under 36 kVA,

• two profiles for professionals using between 36 kVA and
250 kVA,

• four profiles for professionals using over 250 kVA,

• one profile for public lighting.

The GRD Gaz de France therefore proposed 10 profiles,
corresponding to 10 major categories of gas consumers:

• four profiles for residential customers: individual kitchen
and/or bathroom hot water heater, individual heating with
or without kitchen, individual heating and bathroom hot
water with or without kitchen, collective;

• three profiles for tertiary customers: process, heating,
process and heating;

• three profiles for industrial customers: process, heating,
process and heating.
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Opening of the gas and electricity markets for professional customers on 1 July 2004

For electricity and gas, these profiles take account of the
different seasons and are corrected to take account of
variations in consumption corresponding to the outside
temperature.

For each energy type, two structures combining both
players concerned will be implemented by 1 July 2004.
They will be responsible for monitoring and checking the
application of this new system - pertinence and suitability
of profiles, transparency of procedures and methods, and
impartiality. These structures must provide CRE with
accounts of their work and any difficulties encountered by
their members.

Reconstituting flows
Reconstituting flows is an operation which consists of esti-
mating the consumption curve for all profiled customers for
a given supplier (or the daily quantity of gas consumed),
based on theoretical profiles, firstly, and actual quantities
measured on the network, secondly, as precisely as pos-
sible. This operation involved phases of aggregation, spa-
tial reconciliation and temporal reconciliation.

• Aggregation, performed by each distribution system
operator, involves calculating the total of all customer pro-
files for a supplier .The profiled curve thus aggregated
for each supplier (or the quantity determined based on
profiles corrected according to the temperature observed
for gas) is then passed to the transmission system opera-
tor.

• The transmission system operator performs the spa-
tial reconciliation . This observes imbalances bet-

ween the total quantities aggregated by the suppliers and
the actual quantity consumed at the same time, measured
on their network. It spread these imbalances, with a sui-
table time step, between all suppliers, pro rata with their
respective profiled consumption. If one supplier, for a
given time step, represents 80% of the total consumptions
profiled, it will be allocated 80% of the imbalance obser-
ved. Following this spatial reconciliation, each supplier
will be given a load curve (or daily quantity), to be used
to calculating imbalances, in the same way as the remote-
ly read data from a large consumption site.

• Temporal reconciliation is used much later, general-
ly after a year has passed, when the customer meters have
been read by the distribution system operators, usually
once or twice a year. This operation involves reconciling
the energy attributed to each supplier during the spatial
reconciliation, with the energy actually consumed by its
customers, as shown by the meter readings, to reduce the
imbalances allocated.

In conclusion, profiling is a means of compensating for the
lack of measurement possibilities, between two meter rea-
dings, for the consumption of customers fitted with index
meters. It does not affect the consumer, who continues to
pay invoices based on the figures shown on the meter.

It does, however, help enable suppliers to predict the ener-
gy quantities to be injected into the network to supply their
customers, to have access to the information necessary to
justify and control the volume and price of the imbalances
attributed to them, and to establish customer prices with
more precision.
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The European
environment

1>Gas supply and demand in
Europe: continued drop
in production and increase
in demand

A. The decline in gas production in
Europe continued in 2003

In 2003, Europe produced approximately
220 bcm of natural gas, i.e. 52% of its
consumption. This production mainly came
from the United Kingdom and the
Netherlands, which together produce 80%
of the European total and, for the rest, from
Germany, Italy and Denmark.
Following a 2% decline in 2002, European
production once again dropped by 2% in
2003. This trend is set to continue long
term, mainly due to the decline in British
production which, despite having been
delayed, appears to have become more
acute than expected. 

B. Actual demand for gas in Europe
increased by 4% in 2003

Following a stagnation in 2002, actual
consumption (not corrected according to
climate) of natural gas in the 15 EU states
grew 4% in 2003, to reach approximately
425 bcm (see table 1).
Five countries (United Kingdom, Germany,

Italy, France and Netherlands) together
represent almost 80% of total consumption
in the 15 EU member states. EU demand
has recorded an average annual growth of
over 3% over the past five years.
The increase in 2003 can be explained by
both the colder weather conditions than in
2002, particularly during the early part of
2003, which led to increased consumption
in the residential sector, and the increase in
demand for gas for electricity production.
The growth of the European gas market is
set to continue over the coming years. The
International Energy Agency (IEA*) predicts
that gas consumption may record an avera-
ge annual growth of around 3% between
2000 and 2010 and just over 2% between
2010 and 2020. Gas demand from the
electricity production sector represents one
of the strongest areas for potential growth,
with an expected annual increase of around
6% until 2010.

C. The import ratio increased in 2003
European dependency on gas imports rose
from 46% in 2002 to 48% in 2003. For many
years the structural weakness of EU
production has pushed its members to turn
to third party suppliers: Russia (37% of non-
EU imports in 2003), Norway (31%), Algeria
(25%) and, on a smaller scale, Nigeria, Libya,
Trinidad and Tobago, and the Middle East
(see figure 1).

11

Table 1 > Changes in actual gas consumption(1)

in Europe

Gas consumption Variation Variation 
in 2003 2003/2002 2003/1998
(in bcm) (in %) (in %)

United Kingdom 92 -1 +6

Germany 88 +4 +7

Italy 74 +9 +20

France 46 +5 +20

Netherlands 42 0 0

Spain 25 +13 +110

Belgium 17 +8 +13

EU 425 +4 +13
(1) Not climate corrected Source : Cedigaz *

Gas demand from the
electricity production

sector represents one of
the strongest areas for

potential growth

                     



Figure 1 > Gas flows within the 15-member European Union in 2003
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Imports from Norway increased by over
10%, whilst those from Russia grew
approximately 3%, with Algerian imports
remaining stable.

D. European expansion in 2004 has led
to increased dependency on Russia

Gas consumption in the new member
states of the European Union (Cyprus,
Estonia, Hungary, Latvia, Lithuania, Malta,
Poland, Czech Republic, Slovakia and
Slovenia) totals approximately 50 bcm. This
represents a similar amount to what is
consumed in France. These countries are
very strongly dependent on Russian gas
imports, which provide 75% of their total
supply.
The new members' gas production is main-
ly concentrated in Poland and Hungary and
covers just 15% of their total needs.
EU expansion has led to an increase in
importations, taking them to 50%. Russian
importations now cover 25% of the needs
of the extended EU, compared with around
18% before.
More generally, European gas dependency
can but continue to grow. To meet gas
importation requirements, many LNG* ter-
minal or gas pipeline projects are currently
being examined or developed.
The recent conclusion of new long-term
LNG contracts and the construction cur-
rently underway of new LNG delivery termi-

nals in the UK, Spain and Italy, could lead to
the formation of gas bubbles in these three
countries, as of 2006-2007. These gas
bubbles should have a favourable effect on
gas prices in Europe, and France in particu-
lar, from 2006-2007. Until then, gas prices
in Europe could remain tight.

2> Developments in European
demand for gas

A. The increase in price of the long-
term take-or-pay* gas contracts in
Europe is linked to the increase in
oil prices

In Europe, gas purchasers from producers*
continues to be dominated by long term
contracts with take-or-pay clauses, which
instigate relatively tight links between gas
producers and importers. Under this type of
contract, the supplier agrees to deliver gas
over a long period and the purchaser
agrees to accept this and, in all cases, pay
for the contractually-agreed quantities.
Furthermore, the gas price stipulated in the
these contracts is indexed on the that of
rival energy sources, primarily oil products.
These contractual conditions currently
represent approximately 90% of the total
gas supply to continental Europe.
The prices of the gas delivered are virtually
identical in each country, regardless of the
country of origin (see figure 2). This is a

Gas pipelines
LNG

Source : Cedigaz

Many LNG
terminal or gas

pipeline projects
are being examined

or developed

                         



Figure 2 > Estimation of prices of long-term contracts in Europe in €/MWh 
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direct consequence of the netback price
fixing, according to which the end user gas
sale price is set at a level which is competi-
tive with that of other oil products. The sup-
ply contracts take account of the fluctua-
tions in oil prices and oil product prices,
with a deferral of approximately three
months. There was an increase in take-or-
pay contracts expressed in dollars of
around 25 to 30% over the previous year.
However, due to the increased value of the
Euro against the dollar in 2003, the price
increase for take-or-pay contracts expres-
sed in euros, in 2003, was only around 8%
(see figure 3, page 14). 

B. The price rise in spot gas markets
in Europe is due to the offer
tensions in Great Britain

Gas can also be sold by private
arrangement, via marketplaces or hubs. In
the United Kingdom, 50% of the national
requirements are exchanged on the NBP*
(National Balancing Point) private
exchange market. In mainland Europe,
the gas volumes exchanged via hubs
(Zeebrugge…), whilst progressing, remain
limited.
On the NBP, prices vary seasonally, accor-
ding to the balance between supply and
demand - they drop in summer, when
demand is low, and increase in winter when
consumption increases rapidly for heating

purposes. In 2003, the English spot market
price grew 16% compared with 2002, to
reach an annual average of €10/MWh. The
price levels reached in November and
December 2003 (€14.3/MWh) were the
highest in the history of the market. The
summer low was less marked in 2003 than
2002, although the winter increase was
exceptional.
The changes in the NBP spot price appear
to reflect the fact that Great Britain is beco-
ming less and less self-sufficient in terms of
gas and is growing increasingly dependent
on importations from the continent during
the winter season. The British regulator,
OFGEM, has launched an inquiry into the
reasons for this increase.
Zeebrugge in Belgium is the largest gas hub
in continental Europe. Spot prices in
Zeebrugge change in parallel to those of the
NBP (see figure 4, p. 15). The two markets
are linked via the Interconnector, whose bi-
directional flows between the UK and
Belgium ensure a balance between the two
markets for most of the year. British gas
liquidities, whose price is set by supply and
demand in the UK, and the continental gas
liquidities, governed by the indexing of oil
prices, are confronted on the Belgian hub.
In 2003, the spot prices were at around
€11/MWh in Zeebrugge - up 16%, approxi-
mately. The spot prices in Zeebrugge can
be estimated at less than 10 to 20% of the

European long-term contract prices, on
average for the year 2003.
The other spot rates for continental markets
are less representative, due to the lack of
gas liquidities exchanged.

3> The gas market players:
increased concentration 

A. The oil companies and national
companies in the exporting
countries are predominant in terms
of supply 

a_THE OIL COMPANIES

European gas production is concentrated
between just a handful of players. In 2003,
total gas production from the five largest
European gas producers (ExxonMobil,
Shell, ENI, BP and Total) represented 120
bcm, i.e. 54% of the total for the 15 EU
countries.
The oil companies continued to distance
themselves from the participations in the
traditional sales and transportation compa-
nies, to sell their production directly to end
customers.
Thus, in 2002-2003, BP, ExxonMobil and
Shell sold their shares (25%, 12.5% and
12.5%, respectively) in Ruhrgas, to the
German company E.ON.
Shell sold its 25% share in Thyssengas to
RWE. At the end of September 2003,
ExxonMobil and Shell announced that they
were to sell off their shares in the German
company BEB, whilst in the Netherlands,
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Figure 3 > Evolution of the price of long-term contracts
and oil products in Europe
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discussions regarding the sell-off of
ExxonMobil, Shell and the Dutch govern-
ment's shares in Gasunie failed in October
2003 (see table 2, p. 15).

b_THE EXPORTING COUNTRIES' NATIONAL

COMPANIES

The producers Gazprom (Russia),
Sonatrach (Algeria) and Statoil (Norway) are
the main suppliers of the traditional opera-
tors, to which they are usually linked by
take-or-pay contracts. They represented
34% of European supplies in 2003.
For these companies, Europe is a high-
potential market. Thus Gazprom plans to
almost double its exports across Europe
(123 bcm in 2003, 200 bcm by 2020).
Sonatrach aims to export over 100 bcm per
year to Europe from 2020, compared with
52 bcm in 2003.
Gazprom, Sonatrach and Statoil are adap-
ting to the opening of the European market
by strengthening their links with their tradi-
tional purchasers and implementing part-
nership strategies. Gazprom has launched
the following operations:
• Gazprom and ENI have built and now

jointly run the undersea gas pipeline
“BlueStream” between Turkey and Russia
(16 bcm/year);

• Gazprom and Fortum each hold a 50%
share in the NordTransGas Company,
which is examining the feasibility of an

undersea gas pipeline in the Baltic, linking
Russia to Germany (the North European
Gas Pipeline Project - NEGP); 

• Gazprom, in partnership with Wintershall,
Ruhrgas, Gaz de France and SNAM, may
also build a second network of Yamal-
Europe gas pipelines, across Belarus and
Poland.

In order to implement its growth strategy for
its natural gas exportation programme to
Europe, Sonatrach has bought shares in
the two undersea gas pipeline projects lin-
king Algeria to Spain (Medgaz) and to Italy
(via Sardinia). Sonatrach's partners in these
projects are Cepsa (Medgaz) project, ENEL
and Wintershall (Algeria-Sardinia-Italy gas
pipeline).
Sonatrach has also started preliminary
negotiations to acquire shares in:
• regasification terminals (e.g. 10% share in

the El Ferrol methane terminal* being built
in Spain);

• electricity generation projects (agreement
with Cepsa with regard to Sonatrach
acquiring a 30% share in the holding
company GEPESA, which includes four
industrial cogeneration* units, with a total
capacity of 200 MW;

• infrastructures for the storage of oil and oil
products;

• the creation of sales joint ventures (mino-
rity share in the capital of the joint trading
subsidiary of Cepsa and TOTAL).
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Figure 4 >

Comparison of monthly NBP and
Zeebrugge spot prices in €/MWh 
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Oil companies' share in the main
transport/sales companies in
Europe in 2003

Country Companies Oil/gas shareholder Sales 
companies (bcm/year)

Netherlands Gasunie 25% Shell 77.3 bcm
25% ExxonMobil

Germany BEB 50% Shell

50% ExxonMobil 16 bcm

Italy SNAM 100% ENI 69 bcm

Spain Gas Natural 23% Repsol 16 bcm

Belgium Distrigaz 16% Shell 15 bcm

Belgium Fluxys 16% Shell Transport 
operator

France GSO (a) 70% TOTAL 3.4 bcm

(a) GSO is set to become a 100% subsidiary of TOTAL in 2004 Source: CRE

Finally, Sonatrach, in partnership with BP,
has reserved capacities for twenty years in
the NGT (National Grid Transco) methane
terminal to be built on the Isle of Grain (UK).
Statoil also appears to be favouring part-
nerships with its traditional purchasers. In
2000, Gaz de France purchased a 20%
share in the Njord deposit from Statoil, and
a 12% share in the Snohvit gas fields.
Statoil is also very actively seeking new cus-
tomers (supply contract signed in 2002 with
Centrica, for 5 bcm, for ten years from
2005; agreement signed in February 2004
with the Dutch distributor Essent for gas
supplies of 1.4 bcm per year, from the end
of 2004, for a period of five years). Since
2003, Statoil has been involved in direct gas
sales activities in Europe. 

B. A substantial disparity between
theoretical opening rates and real
competition

a_THE TRADITIONAL GAS OPERATORS

DOWNSTREAM

The traditional operators are both importers
and suppliers of natural gas. Their supply
portfolio includes their own production,
domestic production purchases and impor-
tations. In Europe, these operators can be
grouped into two categories: 
• those for which importations are predomi-

nant in their supply portfolio (ENI Gas &

Power, Ruhrgas, Distrigaz, Gaz de
France, Gas Natural etc.);

• those for which domestic production pur-
chases are predominant (Centrica,
Gasunie etc.). 

Concentration is also very high among gas
importers. The ten largest importers in
Europe represented 88% of volumes impor-
ted (256 bcm) in 2002, of which 54% were
by ENI, Ruhrgas and Gaz de France.
In 2003, the traditional operators' share of
European supplies had dropped, due to
national measures (limitations of market
shares in Spain and Italy) and increasingly
high levels of gas importations by electricity
firms. Thus Gas Natural saw its Spanish
market share drop to 78% in 2003.

b_THE ELECTRICITY COMPANIES

The electricity companies are continuing to
develop their activities in the gas sector. In
the UK, Centrica's main competitors are
Innogy (formerly National Power, bought out
by RWE), E.ON UK (formerly PowerGen) or
EDF Energy (formerly London Electricity). In
Spain and Italy, the electricity operators are
trying to become multi-utilities.
In this sector, although there were fewer
mergers and acquisitions in 2003 than
2002, last year saw E.ON acquire 100% of
the capital of Ruhrgas. Despite having to
make major concessions, notably a gas
release programme, this operation allows

E.ON to become a major gas player.
Thyssengas, the fifth largest gas operator in
Germany, was bought out by RWE. The
Portuguese gas and electricity transmission
network operators, Transgas and REN,
were merged into a single entity, as were
Transco and the National Grid in the United
Kingdom.
Several electricity companies signed gas
supply contracts. Thus, EDF Trading pur-
chased 1 bcm/year for fifteen years from
Statoil. The gas will be supplied in
Zeebrugge from 2005 onwards. Endesa is
to import gas from Nigeria from 2006-2007
(1 bcm/year for fifteen years) and from
Qatar from 2005 (1 bcm/year for twenty
years).

4> Market opening in Europe -
regulatory advances,
progressive development of
marketplaces, but many
permanent obstacles 

A. The 26 June 2003 directive
In June 2003, the European Council and
Parliament adopted directive 2003/55,
which involves an acceleration of legal ope-
ning. On 1 July 2004, all professional cus-
tomers will become eligible. Total opening is
set to come into effect in 2007. Several EU
countries have anticipated these measures
(see table 3, p.16 and table 4, p. 17). The

Source: CRE (based on data from Platts)
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Table 3 > Legal opening to
competition at 
1 July 2004

Legal Eligible
opening rate market 

July 2004 bcm 

United Kingdom 100% 92
Germany 100% 88
Italy 100% 74
Netherlands 100% 42
France 70% 32
Spain 100% 25
Belgium 90% 15
Austria 100% 8
Denmark 100% 5
Hungary 41% (1) 5

Ireland 82% 4

Poland 34% (1) 4

Lithuania 81% (1) 2

Slovakia 33% (1) 2

Estonia 80% (1) <1

Luxembourg 72% <1

Slovenia 50% (1) <1

Sweden 51% <1

Latvia 0% (1) 0

(1) 1 January 2004 Source: CRE
(based on data from Cedigaz)
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United Kingdom, Germany, Denmark, Italy,
Spain and Austria have officially opened up
their markets (100%). In the Netherlands,
the market is set to be 100% deregulated
on 1 July 2004. This legal opening level
does, however, mask some extremely
diverse situations in terms of actual ope-
ning. Whilst the British market is widely
open to competition, supplier changes in
Germany, for large industrial customers,
represent barely 5%, according to the
European Commission. France, however,
despite a legal level of opening of approxi-
mately 37% prior to 1 July 2004, is close to
the average for the other European coun-
tries, in terms of effective change of supplier
by eligible industrial customers (approxima-
tely 20%, by volume).
The directive imposes the legal separation
of transmission from other activities, by for-
merly integrated operators. In the United
Kingdom, Spain, Italy, Austria, Denmark
and Belgium, these activities are already
separate, not only from a legal point of view,

but also in financial terms. The other coun-
tries have until 1 July 2004 to conform to
the terms of the directive. In Germany,
Ruhrgas has legally separated transmission
from the group's other activities.
Under this directive, member states have
until 1 July 2007 to legally separate distri-
bution from operators' other gas activities.
They may decide to excuse integrated
companies with fewer than 100 000 custo-
mers from this. The directive does not,
however, include any obligation for legal
separation for LNG terminals and storage
facilities.
The directive also includes regulated or
negotiated third-party access to storage
facilities from 1 July 2004.
Finally, article 25 of the directive from
26 June 2003 details the missions of the
European regulatory authorities. Germany,
which is currently the only country with no
sector regulator, has announced the crea-
tion of a regulator for gas and electricity, by
the end of 2004, within the regulatory
authority for postal and telecommunications
services.
The terms of the directive apply to the
25 EU member states. Cyprus and Malta,
however, benefit from special exemptions
as they are emerging or isolated markets.
The Czech Republic benefits from a special
allowance under its membership Treaty -
the eligibility clauses will not apply there until
31 December 2004. 

The legal opening rate
is masking some

extremely diverse
situations in terms of

actual opening

             



Table 4 > Calendar for the opening of the
European gas markets

1st  gas directive

2nd gas directive

Germany

Austria

Belgium

Cyprus

Denmark 

Spain

Estonia

Finland

France

Greece

Hungary

Ireland

Italy

Latvia

Lithuania

Luxembourg

Malta

Netherlands

Poland

Portugal

Czech Republic

United Kingdom

Slovakia

Slovenia

Sweden

1998 1999 2000

10 August 2000 10 August 2003 1 July 2004 1 July 2007

2001 2002 2003 2004 2005 2006 2007

20%

100%

50%

47%

30%

67%

90%

20%

Exemption Exemption

Dispensation Exemption

Dispensation Exemption

Dispensation Exemption

Dispensation Exemption

Exemption Exemption

75%

65%

51%

45%

100%

47% 47%

50%

33%

100%

0%

34%

60%

72%

81%

100%

100%

82%

41%

37%

90%

80%

100%

100%

65%

100%

100% 100%

100%

90%

100%

100%

90%

100%

100%

0%

100%

100% excluding residential

100% excluding residential

100% excluding residential
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B. The creation of entry/exit*
transmission tariffs and the
development of gas hubs in Europe

In 2003, several Member States implemen-
ted entry/exit type transmission tariffs,
which remove the identification of the jour-
ney between the entry and exit points within
a tariff area. Such tariffs are already in place
in Austria, Belgium, Denmark, France,
Ireland, Italy, the Netherlands and the
United Kingdom. In August 2003, the
German Minister for the Economy reques-
ted the widespread introduction of an
entry/exit tariff system, with operators obli-
ged to submit their models for approval.
The implementation of these tariffs has allo-
wed hubs to emerge. This is the case in the
Netherlands, with the creation in January
2003 of a notional hub, the TTF* (Title
Transfer Facility). In Italy, the PSV (Punto di

Scambio Virtuale), which allows operators
to exchange gas, has been growing rapidly
since it started in November 2003. It is too
soon, however, to determine the lifespan of
these hubs. In France, Gaz de France has
set up Points d'Echange de Gaz (PEG), a
first step towards the development of hubs.

C. Temporary gas release 
programmes in Germany and
Austria

Temporary gas releases require the traditio-
nal operators to release some of their take-
or-pay contracts onto the market for a limi-
ted period. This allows new entrants to have
access to gas and to develop a customer
base and experience, whilst allowing them
time to find their own gas resources. In
recent years, temporary gas release pro-
grammes have been set up in the UK, Spain

and Italy. In 2003, similar programmes were
also developed in Germany and Austria.
In Germany, the Minister for the Economy's
decisions announced on 5 July and 18
September 2002, authorising the takeover
of Ruhrgas by E.ON, included and outlined
conditions for the gas release imposed on
Ruhrgas for a 200 TWh programme over
five years. In July 2003, the first auction was
held on the Ruhrgas website. It involved
33.33 TWh (3% of German annual
consumption). Five other auctions are set to
be organised each year until 2008. During
the first auction, the gas was offered in
three-year batches, with no participant allo-
wed to purchase more than one third of the
gas on sale. The reserve price with 95% of
the average importation price for Germany,
as published by the BAFA (Bundesamt für
Wirtschaft und Ausfuhrkontrolle), for the
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month of delivery. The gas is supplied over
a three-year period, in Emden, with a take-
up obligation of 80%.
This auction ended in failure, with over half
the batches left untaken. The transmission
conditions in Germany ( TPA negotiated),
the large batch size and the pricing formula
appeared to discourage new entrants. In
fact Ruhrgas and the ministry have announ-
ced that in a future auction, the gas will be
delivered to Waidhaus, with new terms.
A temporary gas release programme has
also been implemented in Austria, following
the creation of a joint venture, EconGas,
between OMV and five regional distribution
companies. In July 2003, an initial auction
was organised by the Central European
Gas Hub (CEGH), a 100% subsidiary of
OMV. This auction involved 0.25 Bcm (2.75
TWh, i.e. 3% of Austrian annual consump-
tion). The batches were for a duration of
one year. Auctions will be held each year at
the Baumgarten hub, until business deve-
lops satisfactorily.
At CRE's request, Gaz de France and
TOTAL are to set up a gas release pro-
gramme in southern France, from
September 2004, representing 15% of
consumption in the area (see page 29).

D. Destination clauses are gradually
being phased out

Destination clauses, designed to prevent
purchasers from pre-arranging resales of
gas purchased in take-or-pay. They are
usual in long-term contracts. The European
Commission has declared these clauses
illegal, although this measure does not
affect existing contracts. In October 2003,
the European Commission announced that
negotiations with Gazprom regarding pha-
sing out destination clauses in its supply
contracts with ENI had been successful.
ENI, which is a major customer for
Gazprom (the supply contract volumes at

stake represent 20 Bcm per year), will the-
refore be able to sell Russian gas in
Germany and Austria. It remains to be seen
how this will take place in practice. The
European Commission is continuing its
negotiations with Gazprom regarding its
contracts with Ruhrgas and OMV.
Discussions are also underway with
Sonatrach. Norwegian and Nigerian sup-
pliers had already stopped using destina-
tion clauses.
The end of destination clauses could howe-
ver be avoided by exporting countries,
through gas supply contracts with delivery
to the border.

E. Obstacles to competition
There are still many obstacles to competi-
tion in Europe. Besides the structure of the
market (limited number of players and pre-
dominance of take-or-pay contracts), cer-
tain practices and regulations represent real
barriers to the entry of new players:
• certain countries (Germany, Belgium,

Netherlands, Austria) require shippers* to
balance themselves on an hourly basis,
which is dissuasive for new small or
medium-sized entrants, particularly when
this hourly balancing involves heavy
penalties;

• Transparency of available capacities on
the transport network and on entry into
the LNG terminals is still only provided by
a few transporters, including the French
transporters. This lack of transparency
regarding available capacities is an obs-
tacle to the entry of new suppliers, parti-
cularly when it is combined with negotia-
ted access conditions, as is the case in
Germany and Belgium, for gas transit;

• Differences in gas quality* continue to
undermine competition, particularly in the
UK, where the specifications required do
not allow the importation of certain types
of LNG.

Certain practices and
regulations form a real

barrier to the entry of
new players
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The French 
gas market

1>Gas supply in France
In 2003, national production was 17 TWh.
The Lacq deposit currently covers 3% of
national requirements.
Importations based on Gaz de France's
long-term contracts with its four traditional
suppliers (Netherlands, Algeria, Russia and
Norway) increased in volume by 5%, cove-
ring approximately 90% of French gas sup-
plies (see figure 5). Gas importations from
the Netherlands and Norway increased by
37% and 5 % respectively, whilst importa-
tions from Russia remained stable and
those from Algeria decreased by 7%.
The reduction in LNG deliveries from Algeria
is the result of the sale to the USA of cargos
originally destined for France, due to the
more favourable prices of the American
East coast market. The high increase of gas
importations from the Netherlands in 2003
is explained by the increase in H gas
resources contracted by Gaz de France.
Supplies purchased through short-term
purchases (approximately 6 to 7% of the
national total) remained stable in 2003.
These resources, mainly from the NBP and
Zeebrugge hubs, were purchased by Gaz
de France, as well as new entrants into the
French gas market, for gas supplies to
industrial customers exercising their eligibili-
ty.
Gaz de France's strong coverage with long-
term contracts, along with a contractual
flexibility allowing it to take advantage of
spot or LNG trading opportunities, gives it a
substantial competitive advantage over new
entrants.

The pricing structure for access to the LNG
terminals does not allow new entrants to
the French gas market to envisage spot tra-
ding of LNG. Gas not involved in long-term
contracts (free gas) therefore mainly comes
from northern European spot markets.

2>Gas demand in France
Following a year of stagnation in 2002,
actual consumption of natural gas in France
increased by approximately 5% in 2003. It
represented 509 TWh, compared with 484
TWh in 2002. Since 1998, actual gas
consumption in France has progressed by
an average of 3% each year.
Progression was 8% in the residential and
tertiary sectors (258 TWh in 2003, compa-
red with 239 TWh in 2002). These two sec-
tors represent 51% of total consumption, of
which 33% is in the residential sector and
18% tertiary. This increase can be explained
notably by the harsher weather conditions
during the 2003 winter season and by the
arrival of 200,000 new customers in the
residential sector. Approximately 8,700
towns and villages, representing approxi-
mately three quarters of the French popula-
tion, have mains gas connections.
In the industrial sector, gas consumption
increased by 2% in 2003, to reach 251 TWh.
Whilst gas consumption in the main industrial
sectors remains relatively flat, demand for
gas for electricity production in cogeneration
installations grew by 3%.
Due to the weight of consumption in the
residential and tertiary sector, demand for
gas in France is very seasonal. This charac-
teristic explains the importance of under-
ground storage facilities* in the running of
the French gas system. 
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Figure 5 > Gas supplies in France in 2003
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3>The legal opening and actual
opening of the French gas
market 

The directive published in 1998 was trans-
posed in France into the law passed on
3 January 2003. Until 1 July 2004, only
industrial sites with an annual consumption
over 83 GWh were eligible, as well as elec-
tricity producers and local distribution com-
panies (LDCs). Legal opening from
10 August 2003 was 37%. Approximately
1,200 sites were eligible, for consumption
of approximately 170 TWh. As of 1 July
2004, legal opening is 70% for 530,000
sites (350 TWh).

A. The actual opening and the drop in
price for eligible customers

By 1 June 2004, 51 industrial sites had
changed supplier, from 25 a year earlier.
Annual consumption at these sites repre-
sents 41 TWh, i.e. 25% of the volume open
to competition at this date and 8% of total
gas sales in France, which is within the 5 to
10% observed in Europe.
Gaz de France's transmission department
has launched a call for tender for the gas
purchases necessary to run its network.
The successful tender was from a supplier
other than Gaz de France's supply & tra-
ding department for the North and East of
the country, for a volume of approximately
2 TWh per year, from 1 May 2004.
The number of suppliers present on the eli-
gible market grew from seven to eleven over
the past twelve months.

The new entrants into the French market
are TOTAL (already present indirectly,
though its shares in CFM* and GSO*),
Distrigaz, Norsk Hydro, BP, Rhodigaz,
Ruhrgas, ENI, and Wingas.
Two eligible customers, using L gas, chan-
ged supplier in 2003.
In addition to the 51 sites which changed
supplier, 170 sites took advantage of their
eligibility to renegotiate their contracts with
their traditional supplier, representing a total
consumption of approximately 47 TWh/year
(28% of the volume open to competition).
Over half the volumes of gas consumed by
eligible customers took advantage of their
eligibility.
Figure 6 (p. 21) shows the geographical
concentration of the sites which have used
their eligibility with new entrants. The great
majority of these customers are situated in
the northern and eastern parts of France,
where competitive gas is available from the
UK and Norway. There is not currently any
competition in the southern half of the
country.

4>Obstacles to the opening of the
French gas market

A. The growth in the English spot*
market is impeding development of
competition in the northern half of
France

To canvass their customers, the new gas
suppliers in France have concentrated on
the North Sea spot markets (NBP and

Eligibility has been
introduced for almost

half of gas volumes
consumed

Natural gas burner
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Zeebrugge) where on average prices were
lower than for long-term (take-or-pay)
contracts.
From mid-January to late August 2003,
arbitrage between long-term and short-
term contracts was clearly in favour of the
latter (see figure 7, page 22). During this
period, the price differential between long-
term supplies and short-term contracts
varied from Û2 to Û4/MWh in their favour,
i.e. price levels 20 to 30% lower than those
of the main long-term contracts.
This price context made the eligibility exer-
cise potentially attractive in the North of
France, with new entrants able to offer more
attractive conditions than the long-term
contracts.
As of Autumn 2003, however, supplies of

imported gas, from the spot markets, beca-
me more costly than gas supplied under
long-term contracts.
The gas prices on the spot markets increa-
sed significantly, due to production pro-
blems in the North Sea, a cold spell which
increased gas consumption in the UK and
the British operators' inability to increase
their gas production, despite very high
prices.
Market conditions do not always favour the
development of competitive offers, due to
maintained tensions in the UK domestic
supply and the maintained attractiveness of
the American market for spot LNG cargos.
This situation could continue until new
importation infrastructures are set up in the
UK and Spain. 

B. The particularities of the gas
market in France

The French transmission network is not sui-
ted to the opening of the gas market. The
network was optimised according to the
spread of deliveries between the five exis-
ting entry points. Consequently, the existen-
ce of North-South, North-East and North-
West constraints on the French network
does not allow free gas arriving from
Zeebrugge or the North Sea to supply the
whole country, particularly the South of
France, which makes the development of
competition impossible in this area.
Other factors are preventing competition in
gas, notably:
• the existence of an area of gas with low

calorific value (L zone). The calorific value
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Gaz du Sud Ouest network
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Figure 7 > Simulation of price arbitrage between short-term
contracts (month-ahead rates) and long-term
Troll contracts for the Zeebrugge entry
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of natural gas imported from the
Groningue field in the Netherlands (L gas)
is approximately 15% lower than that of
the other natural gases imported.
Industrial and private customers' com-
bustion equipment must be specially
adjusted in this region, for this type of gas.
An industrial customer in the L zone
wishing to take advantage of its eligibility,
and who purchases H gas (gas with high
calorific value), must exchange it for L
gas. Only Gaz de France Négoce current-
ly offers this type of gas conversion servi-
ce* from H gas to L gas.

• The fact that the Fos terminal can only
accept methane tankers of limited size.

The Fos 2 terminal project (Gaz de France
and TOTAL), which will allow larger capa-
cities to be offered in the southern part of
France, will not be operational until 2007
or 2008;

• The low development in France of gas-
powered electricity generation;

• The fact that the regulated tariffs continue
to be equalised across the whole country,
whilst the TPA transportation tariffs are
based on costs and are therefore linked to
distance;

• The lack of interconnections* with Spain
and Italy, which restricts cross-border
exchanges. 
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11 Implementing 
regulation

The directive passed on 22 June 1998,
regarding common rules for the domestic
natural gas market, was transposed into
French law, by the law passed on 3 January
2003, regarding the gas and electricity mar-
kets and the public energy service.
It became directly applicable, for the main
part, on 10 August 2000. The incumbent
French operators therefore implemented
tariffs and conditions, on their own initiative,
allowing third-party access to the transport
networks*, distribution networks and LNG
terminals. These access conditions chan-
ged progressively until the end of 2002, in
line with the mission to prepare for gas
regulation, for which the government had
appointed Mr Jean Syrota.
The law passed on 3 January 2003 exten-
ded the regulatory powers awarded to CRE
for electricity under the law of 10 February
2000, to include gas.
For the period covered by the present
report, CRE's actions primarily focussed on
the following points:
• transparency of available capacities on

the gas transmission networks and LNG
terminals;

• utilisation tariffs for transmission net-
works, distribution networks and LNG ter-
minals;

• separation of Gaz de France and TOTAL's
joint participations in the Compagnie
Française du Méthane and Gaz du Sud-
Ouest;

• temporary gas release in the south of
France;

• account unbundling principles applicable
to integrated gas operators;

• contractual clauses for access to infra-
structures;

• movements of regulated tariffs for gas
sales;

• the work of the Council of European
Energy Regulators in the gas industry.

As with electricity since 2000, CRE has
made its decisions following consultations
with all players in the gas market. It has met
regularly with infrastructure operators and
representatives of suppliers and end custo-
mers. It has also held public consultations
on transparency regarding capacities, tariffs
for the use of natural gas transmission net-
works and LNG terminals.

1>Transparency of capacities
available on the gas
transmission networks and 
LNG terminals has been
imposed

Third-party access to the gas transmission
networks and LNG terminals is guaranteed
under the law passed on 3 January 2003. It
may, however, be limited or prevented if
these infrastructures do not have sufficient
available capacities. The development of a
competitive gas market therefore requires
all market players to be able to access
detailed capacity information, in transparent
and non-discriminatory conditions.
Given the insufficiency, or even lack of infor-
mation on capacities, CRE requested in its
deliberation on 28 May 2003 that operators
publish the following information on their
websites, from 1 July 2003: their maximum
firm capacities marketable, firm capacities
reserved, firm capacities available, interrup-
tible capacities and, from 1 September
2003, daily flows recorded. 
This information is published for all entry
and exit capacities and links between
balancing zones*, as well as for LNG termi-
nals.
CRE also asked each operator concerned
to produce a global memorandum descri-
bing the methodology for calculating maxi-
mum firm capacities marketable, and to
provide it with details of the methodology
and calculations used to produce the
results published.
Finally, CRE asked operators to publish the
planned schedule of capacity reductions for
the next six months, due to maintenance
and repair works, to be updated monthly.

The development of a
competitive gas market

requires all market players
to have access to detailed

capacity information

             



page 24 - CRE / Activity Report / june 2004

II_Regulation of the gas market

As regards the part relating to capacity
transparency, these measures helped to
prepare the ground for the “Guidelines for
Good TPA Practice”, adopted at the Madrid
Forum on 24 and 25 September 2003, and
therefore placed the French operators in a
favourable position compared with their
European counterparts.
CRE will ensure that the publication of infra-
structure capacity data continues to be
adapted to the market's requirements and
the nature of the capacities marketed.

2>The tariff proposals for the
utilisation of transmission
networks, distribution networks
and LNG terminals remain in
suspense, pending a
government decision

Article 7 of the law passed on 3 January
2003, specifies that “tariff decisions are to
be made jointly by the ministers for the eco-
nomy and energy, based on a proposal by
the Energy Regulation Commission (CRE),
notably at the operators' request, for tariffs
for the utilisation of gas transmission and
distribution networks and LNG installa-
tions”.

In application of these terms, CRE submit-
ted a tariff proposal to the government in
July 2003, for the use of the gas transmis-
sion networks and LNG terminals, followed
in December 2003 by tariffs for the distribu-
tion networks.
These tariffs, along with their conditions for
application, are essential elements in the
smooth running of the gas market. They
should be applied in a transparent, non-dis-
criminatory manner and with no possibility
of negotiation, to all users of the transmis-
sion networks, distribution networks and
LNG terminals - all essential infrastructures.
The tariffs proposed by CRE should com-
pletely cover all recognised charges, whilst
ensuring a fair return on invested capital.
They should, at the same time, due to their
structure, facilitate development of compe-
tition, respect the infrastructures' operating
constraints and provide users with pertinent
economic signals.
The utilisation tariffs for the transmission
networks and LNG terminals proposed by
CRE were based on hypothetical structures
and levels for 2004, to apply from 1 January
2004. They received a favourable decision
from the Conseil de la Concurrence on
30 January 2004 and the corresponding
decree is, as of late June 2004, with the
Conseil d'Etat. The three transmission net-
work operators have decided to apply
these tariffs, on their own initiative, from
1 July 2004, as the current temporary tariffs
are no longer compatible with third-party
access to storage, made compulsory from
this date.
Likewise, the utilisation tariffs for the distri-
bution networks, which CRE proposed in
December 2003, were designed to be
applied from 1 July 2004, the date at which
the market is due to be opened to all pro-
fessional consumers. These tariffs are
essential for these customers' eligibility to
be effectively applied. They have still not,
however, been passed by the government
to Conseil de la Concurrence and it is on
their own initiative that the distribution sys-
tem operators have decided to apply them
from 1 July 2004.

The network utilisation
tariffs, proposed by

CRE in December 2003,
are essential for the

effective application of
professional customers'

eligibility

Methane tanker under construction at the Chantier de l'Atlantique shipyard in Saint-Nazaire
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These excessive delays are all the more
regrettable as there has been no opposition
to these suggested tariffs. Furthermore, the
market regulation requires a high level of
responsiveness, in a fast-moving context.
Since July 2003, fundamental changes
have occurred in the running of the French
gas market:
• adoption in September 2003 of the

“Guidelines for Good TPA Practice” at the
Madrid Forum;

• opening of the market to competition for
all professional consumers;

• signature of an agreement regarding the
separation of Gaz de France and TOTAL's
joint participations in the Compagnie
Française du Méthane and Gaz du Sud-
Ouest. 

Users of the networks must be able to
benefit from these favourable changes as
soon as possible, as well as the productivi-
ty gains made by the operators. CRE there-
fore intends to submit a new tariff proposal
to the government in 2004, for the utilisation
of the transmission networks and LNG ter-
minals, to include these changes, as soon
as Gaz de France and TOTAL have finalised
the separation of their joint participations. 

A. Tranmission network utilisation
tariffs 

These tariffs were derivated using the cost
plus method, i.e. so as to cover the opera-
ting costs necessary for the smooth running
and maintenance of the networks and ins-
tallations, along with the capital expenses
(depreciation and return on assets used for
the transmission activity). They are based,
notably, on the operators' unbundled
accounts for 2002 and expected changes
between 2002 and 2004.

a_OPERATING EXPENSES

Operating expenses were calculated based
on the unbundled accounts for 2002,
extrapolated through to 2004. The expenses
are net of accessory income received by the
network operators for miscellaneous
reasons.

The data retained is currently subject to
verification by CRE as part of the audit mis-
sions it started in February 2004.

b_CAPITAL EXPENSES

Capital expenses, which consist of depre-
ciations and return on invested capital, were
calculated using a current cost approach:
• the regulated asset base used for the cal-

culation of financial return was defined as
the initial value of all transmission assets,
re-evaluated to account for inflation since
their implementation and depreciated
using the average between a straight-line
method and a fixed annuity method.
This method is the one used by the spe-
cial Commission instituted by article 81 of
the corrective finance law passed on 28
December 2001, presided by Mr Daniel
Houri, responsible for fixing the sale price
of the State's natural gas transmission
networks.
Once set by CRE, the initial value of the
regulated assets base (RAB) should then
be adjusted according to the RPI, annual
depreciations, fully depreciated assets
and new investments;

• the depreciations are to be calculated on
a straight-line basis, for the economic life
of the assets (50 years for pipelines,
30 years for compression, expansion and
metering installations and constructions,
and 10 years for other technical installa-
tions).

The return on capital employed is based on
the weighted average capital cost, for a
normative financial structure.
CRE has decided to differentiate between
return rates, according to whether or not
they are designed to remunerate existing
assets or new investments. This is to
encourage operators to invest not only in
necessary maintenance and replacements,
and in extending the transmission network,
but also in improving the running of the
market.
For existing assets, the remuneration rate
for those implemented prior to 2004 has
been set at 7.75% actual rate, before tax.

For new investments, the remuneration rate
for assets implemented after 1 January
2004 has been set at 9% actual rate before
tax. 
For certain investments helping to decon-
gest the network and increase competition,
the rate has been set at 12% actual rate
before tax, for a limited period of 5 to 10
years.
This incentive mechanism is comparable to
current practices in the UK (except
Scotland).

c_THE STRUCTURE OF THE TRANSMISSION

NETWORK UTILISATION TARIFF

The entry-exit tariff system was recommen-
ded by the Madrid Forum in September
2003. This pricing method best meets the
objectives for transparency and non-discri-
mination between traditional operators and
new entrants. It encourages the develop-
ment of hubs which facilitate gas
exchanges between the different players. 
Unlike point-to-point pricing, entry-exit
tariffs remove the notion of a contractual
journey between the entry points and exit
zones, and allow capacity subscriptions to
be split on entry and exit from the transport
network.
Having offered point-to-point tariffs bet-
ween 2000 and 2002, the French operators
implemented new, temporary multi-zone
entry/exit tariffs from 1 January 2003, which
they published on their websites. Within this
pricing structure, the French transport net-
work includes eight balancing zones: five for
Gaz de France, two for the Compagnie
Française de Méthane and one for Gaz du
Sud-Ouest.
The existence of these zones stems from
the existing French gas system:
• the presence of three operators, each

receiving a tariff to cover its expenses;
• internal congestion* within the Gaz de

France and Compagnie Française du
Méthane networks;

• the quality of the gas, whose calorific
value is lower in the Gaz de France Nord
B zone.
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These balancing zones are reputed to be
homogeneous and free from internal
congestion.
CRE's pricing proposal on 24 July 2003
continued the principle of the multi-zone
entry-exit structure, as well as the eight
existing balancing zones. Nevertheless, in
order to reduce the distancing effect of the
existence of these zones, the unitary tariffs
for link capacities, between balancing
zones, have been reduced by 20%. This
measure has allowed the transmission tariff
between the North and South of France to
be reduced by around 15%. 
CRE has set up a mechanism guaranteeing
access to the entry and link points for the
national transmission network for new
entrants supplying consumers in France
(“released” capacities).
This pricing proposal has introduced addi-
tional operating flexibilities:
• possibility of monthly, annual or pluri-

annual capacity subscriptions on the
transmission network;

• creation by each transport operator of a
gas exchange point* for each balancing
zone.

Each shipper remains bound by a balancing
obligation on a daily and monthly basis and
for each balancing zone where it has reser-
ved capacities. To reduce constraints asso-
ciated with the existence of several balan-
cing zones, however, each transporter must
allow imbalances to be compensated bet-
ween the balancing zones for its network
and, where possible, with the adjacent ope-
rator's areas.
This new pricing proposal for the use of gas
transport networks was designed to be
applied from 1 January 2004, for a duration
of twelve to eighteen months.

B. Distribution network utilisation
tariffs

For professional consumers eligible on
1 July 2004, the tariff for utilisation of the
public natural gas distribution networks
is a very significant element. Approximately
11 million consumers are connected to the
distribution networks, including 530,000
who became eligible on 1 July 2004.
These customers are supplied by twenty-
three distribution system operators, of very
different sizes. Gaz de France supplies over
96% of the market, Gaz de Bordeaux and
Gaz de Strasbourg each supply approxima-
tely 1.5 % of the market. The remaining
twenty LDCs share the remaining 1% of the
market.
CRE made a proposal to the government
on 24 December 2003 of tariffs for the utili-
sation of the natural gas distribution net-
works, applicable as of 1 July 2004. As with
transmission, these tariffs were drawn up
according to a cost plus method.
The method for calculating costs to be
covered by the tariffs is the same for all
DSOs, but the pricing levels obtained are
different. Local distribution companies pre-
sent significantly higher unitary prices than
Gaz de France's price. At this stage, this
observations simply reveals that each ope-
rator's cost structure is specific and that
Gaz de France, as a distribution system
operator, probably benefits from economies
of scale, which are inaccessible to the local
distributors. The distribution network utilisa-
tion tariffs proposed by CRE are designed
to be applied for a duration of twelve to
eighteen months. At the end of this period,
CRE will propose new tariffs, which will
include a productivity improvement objecti-
ve for the operators and will take account of
the results of audits carried out by CRE, to
determine the level of expenses. Of course,
the network security and modernisation
constraints will continue to be taken into
account when establishing these tariffs.

The method used to
calculate charges to be
covered by tariffs is the
same for all GRDs, but

the tariff levels obtained
are different
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a_OPERATING EXPENSES

The operating expenses covered by the
proposed tariffs were calculated based on
all distribution network costs. To determine
the level of these expenses, CRE used data
taken from the operators' accounts for
2002, particularly the unbundled accounts
and assumptions of trends in expenses for
2003 and 2004. For the allocation of certain
expense accounts, CRE set the following
rules: 
• customer management costs may be

imputed to the DSO's activity, up to a
maximum of 50%, with the remainder
allocated to the natural gas retail activity;

• for selling costs, only the part correspon-
ding to connection engineering and net-
work development may be allocated to
the DSO;

• advertising expenses, except for commu-
nication relating to network security, may
be allocated entirely to the retail activity.

All of these changes will be subject to an in-
depth audit.

b_CAPITAL EXPENSES

Capital expenses were calculated using a
current cost approach, which is slightly dif-
ferent from that used for transmission:
• the regulated asset base was defined as

the initial value of the distribution assets,
re-evaluated from their implementation
date and depreciated using a straight-line
method over a period of fifty years;

• future depreciations were, however, cal-
culated for an estimated lifespan of forty-
five years, in order to take account of the
limited feedback on the actual lifespan of
the current polyethylene pipes;

• The rate of return proposed is the same
for all distribution assets: 7.75% actual
rate before tax. 

c_THE STRUCTURE OF THE DISTRIBUTION

NETWORK UTILISATION TARIFF

In direct application of the directive issued
on 22 June 1998, Gaz de France set up a
tariff on 10 August 2000, for the utilisation
of its distribution networks, for which it is
the franchisee. This tariff, which includes a
high annual fixed term and terms directly
proportional to the distance between the
consumption point and the transport net-
work, can only be used, in acceptable eco-
nomic conditions, to supply sites with a
high gas consumption, situated immediate-
ly net to a transport network. It is not sui-
table for the opening of the market to all
professional consumers. CRE therefore
proposed not to keep this pricing structure,
initially set up by Gaz de France.
To promote the opening to competition of
the French gas market, the tariffs for utilisa-
tion of the distribution networks must be as
simple and legible as possible. CRE has
therefore used general principles and speci-
fic conditions.

General principles:
• a common pricing structure for all distri-

bution system operators: the tariff
consists of four main tariff options and
one “proximity” option. Each tariff option
depends on the end customer's
consumption characteristics. It includes
an annual subscription, a term proportio-
nal to the quantity consumed and, where
relevant, a term proportional to the daily
capacity* reserved;

• geographical equalisation for each distri-
bution system operator: the tariff range
applicable for utilisation of the distribution
networks is identical for all consumers lin-
ked to the same operator's distribution
networks;

• simple cost allocation and customer seg-
mentation rules: each tariff option corres-
ponds to an identified segment of the
customer base. In order to avoid any
cross-subsidies between the different
customer segments, notably benefiting
eligible customers, each option's level is
defined so that the revenue obtained cor-
responds to the costs allocated to the
customer segment concerned.

Specific conditions:
• a proximity tariff: the tariffs include a spe-

cial tariff option, known as a proximity
tariff. This tariff option is reserved for cus-
tomers already supplied by the distribu-
tion networks, but who have the regulato-
ry possibility of connecting directly to a
transport network. It includes an annual
subscription, a term proportional to the
daily capacity reserved and a term pro-
portional to the distance between the deli-
very point* and the nearest transport net-
work;

• the specific case of second tier DSOs: a
DSO is described as second tier if it is
supplied through the intermediary of ano-
ther DSO's network. To supply a consu-
mer connected to the network of this
second tier DSO, a supplier must pay the
first distribution network's utilisation tariff,
plus the second tier DSO's tariff. To avoid
cumulating these two tariffs to lead to an
excessively high end gas price, threate-
ning the economic viability of the second
tier DSOs, CRE has proposed a special
tariff option for delivery points supplying a
second tier DSO. The tariff for utilisation of
the Gaz de Strasbourg distribution net-
works thus includes a special tariff option
for supplies to the second tier DSO, Gaz
de Barr;
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• the specific case of local distribution firms
which have not provided unbundled
accounts - for these companies' use,
CRE proposes a common tariff which cor-
responds to the average tariff pricing level
for the three local distribution firms with
the lowest quantities of gas distributed.

C. LNG terminal utilisation tariffs
Methane terminals provide more than a
quarter of supplies on Gaz de France's
French market. In 2003, 83 TWh of liquefied
natural gas (99 cargos of LNG) were delive-
red to Montoir-de-Bretagne, near Saint-
Nazaire, and 54 TWh (182 cargos) to Fos-
sur-Mer.
The Fos-sur-Mer and Montoir-de-Bretagne
terminals are the only entry points in the
West and South of the French network.
They are essential for the natural gas supply
to these regions.

a_LNG TERMINAL UTILISATION PRICING

LEVEL

As with transmission and distribution, the
pricing level for utilisation of the LNG termi-
nals is based on a cost plus approach
which covers operating costs and remune-
rates capital invested.
The regulated asset base was calculated
using a similar method to that used by the
Houri Commission.
Amortisations are calculated for economic
lifespans of 40 years, with the exception of
auxiliary installations and the unloading sys-
tem, whose lifespan is estimated at 20
years.
CRE has set the remuneration rate at

9.75% for assets implemented prior to
2004. This rate is 2 points higher than the
one applied to transmission assets, given
the specific nature of these infrastructures.
It was set at 11% for assets implemented
from 2004 onwards at the Fos I and Montoir
methane terminals.

b_LNG TERMINAL UTILISATION TARIFF

STRUCTURE

The tariff implemented by Gaz de France for
2003 for utilisation of the LNG terminals is
only competitive for shippers able to charter
large numbers of cargos. Spot cargos,
which can not quickly be sent out via the
network, due to a lack of customers ups-
tream to absorb them quickly enough, must
therefore pay very high storage costs.
On 24 July 2003, CRE proposed a new
tariff to the government for the utilisation of
LNG terminals, which included the following
characteristics: 
• a drop in the fixed term per cargo unloa-

ded, favourable for small cargos, which
mainly arrive in Fos-sur-Mer;

• introduction of a free storage time of 5
days of LNG* storage;

• a major reduction in the cost of LNG sto-
rage beyond 5 days.

The average reduction in the tariff proposed
by CRE is, in current Euro terms,
approximately 2% for a cargo regasified
within 5 days and approximately 30% for a
cargo regasified within 3 months.
It should be noted that spot cargos will only
be able to be unloaded efficiently when
upstream capacity reservations, on the
transport network, can be made monthly.

As of 1 January 2005, for a
duration of three years, Gaz

de France will supply 15 TWh
per year, which represents

approximately 15% of the
quantities of gas sold to

eligible customers in the
South of France
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3>The separation of Gaz de
France and TOTAL's joint
participations in the Compagnie
Française du Méthane and Gaz
du Sud-Ouest

CRE requested, in early 2003, that the Gaz
de France and TOTAL's joint participations
in the Compagnie Française du Méthane
and Gaz du Sud-Ouest be separated. It
therefore welcomed the signature, in
November 2003, by Gaz de France and
TOTAL, of an agreement under which
TOTAL is to become the only shareholder in
Gaz du Sud-Ouest and Gaz de France the
only shareholder in the Compagnie
Française du Méthane.
This agreement involves, amongst other
things, a rationalisation of the ownership of
transmission infrastructures in the South-
West of France, TOTAL's participation in
the future LNG terminal Fos 2, the sharing
of the customer base of the Compagnie
Française du Méthane, and the conclusion
of long-term infrastructure access agree-
ments.
The agreements stemming from this
contract will be subject to the approbation
of the relevant authorities. CRE will ensure
they are non-discriminatory. 

4 >Temporary gas release in the
South of France

Given the lack of competition in the South
of France, the operators Gaz de France and
TOTAL have committed to CRE and, in the
case of Gaz de France, to the European
Commission, to implement a temporary gas
release programme.
From 1 January 2005, and for a duration of
three years, Gaz de France will supply 15
TWh per year, of which at least 6 TWh per
year shall be through calls for tender, which
represents approximately 15% of the gas
quantities sold in this area to eligible custo-
mers. TOTAL will supply 1.1 TWh per year
in the GSO zone, by tender.
CRE will ensure that the tender conditions
are transparent and non-discriminatory.
These temporary gas releases should allow
competition to develop progressively in the
South of France, until the creation of new
competitive gas entry points in this area -
Fos II terminal and interconnections with
Spain. 

5 >The principles of account
unbundling 

Article 8 of the law passed on 3 January
2003 requires operators to keep separate
accounts for each of their activities: trans-
mission, distribution, storage, LNG installa-
tion operations and all other activities.

A. Approbation of principles 
CRE approved the unbundling principles
proposed by the gas operators, in its deli-
beration held on 23 October 2003, follo-
wing the findings of the Conseil de la
Concurrence, published on 5 September
2003. It did however request that:
• Gaz de France's leasing of a part of its

transmission network to CFM, along with
related invoices should be registred under
Gaz de France's other activities and not,
as proposed by the operator, under
Transmission segment;

• CFM includes a storage item in its
unbundled accounts, which should inclu-
de all data relating to storage facilities for

Gas pipeline under construction
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the Chémery site, which belongs to Gaz
de France, but are used by CFM under a
leasing and service agreement;

• Gaz de France allocates profit from these
facilities to its “other activities” business.

B. Scope of accounting obligations
Distributors whose network carries a quan-
tity of energy between 250 GWh and 750
GWh per year, have been given the possibi-
lity of keeping unbundled accounts based
on the closing of the company accounts,
rather than a day-to-day basis.
For distributors whose distribution network
carries a quantity of energy below 250 GWh
per year and which is not able to produce
unbundled accounts, CRE proposes the
application of a common tariff, equal to the
average of the tariffs of the three local distri-
bution companies with the lowest quantities
of gas distributed. 

C. The next stages

a_IMPLEMENTATION OF THE 26 JUNE 2003

DIRECTIVE 

The directive issued on 26 June 2003
requires that, as of 1 July 2004, separate
accounts be kept for supply activities to eli-
gible customers and supply activities to
non-eligible customers. This new obligation
applies to 2004 unbundled accounts.
It also requires that, as of 1 July 2004, the
transport activity be a separate legal entity.
This entity may also include activities linked
to the management of LNG installations and
natural gas storage. This legal separation
should be based on separate accounts

established by the operators. CRE will
ensure that the opening statement for com-
panies formed through the subsidiarisation
of transport activities respect the principle
of absence of cross subsidies between
competitive and regulated activities.

b_THE SEPARATION OF JOINT GAZ DE

FRANCE AND TOTAL PARTICIPATIONS 

Future agreements will lead to modifications
in the accounting coverage of Gas de
France and Gaz du Sud-Ouest's activities
and will be subject, where necessary, to a
new decision by CRE regarding account
dissociation.

c_AUDITING THE UNBUNDLED ACCOUNTS 

Since February 2004, CRE has been veri-
fying the correct application by Gaz de
France of the account separation principles
it approved on 23 October 2003.
A similar audit will be made later of the Gaz
du Sud-Ouest accounts.

6>Contract clauses
CRE is eager to ensure greater transparen-
cy, non-discrimination against new market
entrants. and increased simplicity for users,
and in 2003 continued its actions to impro-
ve the contractual mechanisms relating to
the utilisation of the transport and distribu-
tion networks.
This work particularly concerned gas infra-
structure access contracts:
• transmission network delivery and

connection contracts;
• distribution network delivery and connec-

tion contracts;

In 2003, CRE, keen to
ensure greater

transparency, non-
discrimination towards

new entrants into the
market and increased

simplicity for users,
continued its actions to

improve the contractual
mechanisms relating to

network utilisation
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• LNG terminal access contracts.
For transmission, standard contracts were
already in place. They have been adjusted
to the new market conditions, such as the
appearance of gas exchange points, and
the new pricing rules.
To take account of feedback and requests
from shippers and customers, studies have
been carried out on the following subjects:
• limitation of parties' liability to material or

immaterial damage suffered directly. An
initial change has been made by the Gaz
de France TSO to its standard terms and
conditions, to take account of the propor-
tionality of risk to the customer's size.
Additional work contains to be required;

• force majeure: no agreement has yet
been reached on the effects of force
majeure and work is continuing. CRE
could be required to arbitrate on this
point;

• delivery conditions and notably a pressu-
re guarantee* service.

A working group on contracts, including
gas purchasing industrial customers, gas
transmission operators and gas suppliers
on the French market, was formed in late
2003. For distribution, standard contracts
have been drawn up for customers who
became eligible following the lowering of the
requirements. They were revised in early
2004 to incorporate GTG 2004 recommen-
dations, confirmed by deliberation of the
Commission on 24 December 2003. In par-
ticular, a mandate given by a network ope-
rator to a supplier will allow the smallest
customers only to sign a contract with their
supplier, whilst still benefiting from services
provided by the network manager in terms
of gas quality, continuity of service, and
security.
The Gaz de France DSOhas also, at CRE's
request, published a catalogue of additional
services to those contained in the standard
contracts, with the corresponding prices.
Work will continue in 2004, to take account,

notably, of changes in the market and to
ensure coherency between transmission
and distribution.
CRE has received the contracts and agree-
ments and has therefore been able to check
their conformity to the standard contracts.

7>Tariffs for sales to non-eligible
customers 

In conformity with the terms of article 7 of
the law passed on 3 January 2003, CRE
has been consulted regarding tariffs for the
sale of gas to non-eligible customers. It has
published five decisions regarding move-
ments concerning subscription tariffs* and
one regarding tariffs for public distribution
since July 2003. 

The tariff calculation formula

STS tariffs change quarterly, according to a formula known as “3-
1-3” (1), whilst.The public distribution tariffs change six-monthly,
according to a formula known as “6-0-6” (2). Besides the
application period, the only difference between the two formulas
is the presence of a one-month delay.

The formulas for the calculation of these tariffs are based on two
main elements:

• variation in Gaz de France supply costs, under its long-term
contracts, reflected by variations in heavy oil prices, domestic oil
prices and the dollar/euro rate;

• a term representing Gaz de France internal costs, other than the
gas supply cost.

The public distribution tariff change formula also includes a term
reflecting Gaz de France expenses for quality and safety
operations in its internal installations.

In its opinion issued on 20 March 2003, on the movement of
subscription tariffs to 1 April 2003, CRE pointed out that the tariff
change formula required adjusting, as a growing share of Gaz
de France importations were being made outside long-term
contracts.

Review of sales tariffs 
to non-eligible customers

The tariffs for the sale of gas to non-eligible customers are regulated
tariffs which include gas supply, the cost of utilisation of the transport
network and, where relevant, the distribution network, the cost of the
modulation service and marketing costs.

These tariffs apply to non-eligible customers as well as eligible
customers who have not taken advantage of their eligibility.

a. STS tariffs

STS tariffs apply to gas consumers connected directly to the gas
transport network and customers connected to a distribution
network who consume over 4 GWh per year.

They concern approximately 4,400 customers - industrials or public
distributions - for almost 175 TWh, i.e. approximately 35% of national
consumption.These customers will all be eligible as of 1 July 2004,
under the total opening of the professional market.

b. Public distribution tariffs

Gas sale tariffs for public distribution concern all customers
connected to a distribution network, consuming less than 4 GWh per
year, i.e. approximately 11 million customers, 500,000 of whom will
be eligible as of 1 July 2004.

For Gaz de France, the tariff chart includes the following tariffs:
Base, B0, B1, B2I, B2S and TEL (in increasing order of consumption),
plus various options and variants corresponding to specific
situations.There are also many tariffs which have now been phased
out. Altogether there are currently around twenty tariffs in use.

(1) The 3-1-3 formula is calculated based on months N-4, N-3 and N-2, to apply to
months N, N+1 and N+2

(2) The 6-0-6 formula is calculated based on months N-6 to N-1, to apply to months N
to N+5.
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A. Tariff imperfections could
compromise competition 

The regulated tariffs provide a reference to
allow consumers to chose whether or not to
take advantage of their eligibility, compared
with sales offers which include network
access and supply costs. For this reason,
CRE has always stressed that their structu-
re and level should be representative of the
costs involved.

a_EQUALISED TARIFFS BUT UNEQUAL

COSTS 

The current structure of the regulated tariffs
does not reflect the cost structure, notably
the application of transmission network uti-
lisation tariffs. The tariff structure is equali-
sed geographically across the main net-
work, whilst the cost structure is not.
As a result, the regulated tariffs are too high
for certain customers and too low for other.
The customers for whom the market offers
the best conditions - i.e. are those who
generate the lowest transport costs - are
tending to leave the regulated tariffs, whilst
customers who often generate above ave-
rage costs are staying with the subscription
tariffs. To continue to reflect costs, the sub-
scription tariffs should be updated throu-
ghout the progression of the opening of the
gas market.

b_RE-EVALUATION OF THE MODULATION

COST* IN SUBSCRIPTION TARIFFS

Subscription tariffs contain a component
linked to modulation, which corresponds to
the cost linked to the use of storage ser-
vices.
So as to avoid any discrimination, it is
necessary to eliminate any disparity bet-
ween the modulation element in the sub-
scription tariffs and the modulation service
price* offered to suppliers present on the
French market.
Thus, a progressive movement on tariff
structure, more specifically on the imbalan-
ce between the proportional winter and
summer prices, was recommended by CRE
in its statement issued on 20 March 2003.
this recommendation was followed, as such
an adjustment was indeed made in the
movement son 1 July 2003 and 1 April
2004.

B. Clarify conditions for change as of
1 July 2004 

Article 4 of the law passed on 3 January
2003, states that “when, for a given site, an
eligible customer does not exercise its right
to purchase from the supplier of its choice
(…) its tariff clauses will be subject, where
appropriate, to the same changes as those
applicable to gas sales tariffs for non-eli-
gible customers.”

CRE has always stressed
that the regulated pricing

structure and levels should
be representative of costs

Source: CRE
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public distribution
(base 100, December 2001)

subscription
(base 100, December 2001)

* annual consumption of 80 GWh

Public Subscription 
distribution tariffs

tariffs

Average Change for 
change as an average 

a percentage customer*, as 
a percentage

Jan. 2002 –8.9%
Apr. 2002 –10.6%
May 2002 –4.5%
Jul. 2002 +14%
Oct. 2002 –1.4%
Nov. 2002 + 3%
Jan. 2003 + 10.5%
Apr. 2003 + 6.1%
May 2003 + 4%
Jul. 2003 –11.1%
Oct. 2003 –2%
Nov. 2003 –8.8%

(–0.28 c€/kWh)
Jan. 2004 –1.6%
Apr. 2004 –4.1%
May 2004 No 

change
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In several of its statements, CRE has stated
that this clause would lead to difficulties as
of 1 July 2004. The conditions for domestic
tariff changes are not suited to subscription
tariff customers. These tariffs only vary once
every six months, whereas industrials need
responsiveness (see figure 8, p. 32). The
indexing formula includes a term which
reflects Gaz de France's expenses for ope-
rations regarding the quality and safety of
internal installations.
Also, any possibility of changing the struc-
ture or subscription tariff level is in danger of
disappearing, whilst other structural adjust-
ments could be necessary in the future,
depending on changes in market condi-
tions, even if all necessary structural move-
ments have been made by 1 July 2004.
Thus, CRE has pointed out, several times,
the need for the public authorities to speci-
fy conditions for subscription tariff changes
as of 1 July 2004, when all subscription
tariff customers will be eligible.

8>Works in the European context 
French regulations of course fit in with the
European context, and specifically the
Council of European Energy Regulators
(CEER*) and European Regulators Group for
Electricity and Gas (ERGEG*).

A. CEER's gas activity in 2003
European projects in 2003 dealt primarily
with: 
• “Guidelines for Good TPA Practice” and

monitoring of their application;
• the implementation of entry-exit tariffs in

Europe;
• balancing conditions;
• the development of gas hubs in Europe;
• third-party access to storage.

a_“GUIDELINES FOR GOOD TPA PRACTICE” 

The parties involved (European
Commission, Member States, regulators,
transporters, network users…) have agreed
on “ Guidelines for Good TPA Practice” for
transmission network access. These
recommendations concern the form of
transmission network access tariffs, the
introduction of third-party access services
(duration of reservations, firm or interrup-
tible capacity offers), measures designed to
relieve congestion and avoid over-booking
of capacities, transparency of available
capacities and, finally, the implementation of
balancing conditions.
CEER took part in this process, making pro-
posals, particularly regarding the transpa-
rency of available capacities, the tariff sys-
tem and use of balancing mechanisms to
avoid closing the market to new entrants.
Whilst this text is in no way binding, the gas
transporters have accepted the principle of
its application.

b_ENTRY-EXIT TARIFF CHARACTERISTICS

CEER was asked to draw up the entry-exit
tariff characteristics and propose a road
map for the implementation of such tariffs in
Europe. This document, adopted at the last
Madrid Forum, concludes in favour of the
feasibility of this type of tariff in all European
countries, on condition that they be adap-
ted to the national situations and specific
characteristics of the networks (existence of
physical congestion or several transpor-
ters).

c_BALANCING CONDITIONS

The CEER presented a report on balancing,
which stresses the importance for network
safety of imposing a certain number of obli-
gations on shippers, whilst making trans-
porters responsible for ongoing global
balancing on their networks. The document
highlight the fact, however, that the balan-
cing rules, if too strict and accompanied by
high penalties in the event of an imbalance,
represent a barrier to the entry of new sup-
pliers.

d_THE DEVELOPMENT OF GAS HUBS IN

EUROPE

Under the CEER, CRE was appointed to
produce a report into the development of
hubs in Europe. This document characte-
rises the different gas hubs which currently
exist in Europe, gives details of their opera-
tions and defines the conditions necessary
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for their creation and development. In parti-
cular, it shows the importance of entry-exit
tariffs, which facilitate as exchanges and
help to form a true market. The document
also points out the value of creating a hub
operator, independent of the participants,
to facilitate its running. 

e_THIRD-PARTY ACCESS TO STORAGE

The CEER has produced two documents.
The first concerns the different types of sto-
rage, their methods of utilisation, and their
role on the free market. The second deals
with criteria for choosing between regulated
access and negotiated access to storage.
Negotiated access can be used if the stora-
ge activity is open to competition. Wherever
storage is in a monopoly situation, regula-
ted access is required.

B. Continuation of work in 2004
Work regarding gas will continue in 2004
within the CEER and ERGEG.

a_WORK WITHIN THE CEER

The regulators are responsible for produ-
cing a report on the application of the net-
work access rules accepted at the Madrid
Forum, by the transporters. This report will
be based on a questionnaire sent out to
transmission operators.

The European Commission has decided to
propose a ruling to the European Council
and Parliament, concerning transmission-
network access and directly inspired by the
“Guidelines” document adopted in Madrid.
The CEER has appointed CRE to produce a
report on the investments required within
the gas infrastructures in Europe, to promo-
te both importations and the emergence of
regional gas markets. This report should
identify the rules applicable to these invest-
ments in the various member countries, as
well as the exemptions they may be allowed
or incentive asset remuneration rates which
may be awarded.
Finally, the CEER is to continue studying
balancing rules, based on a comparison of
the different practices among the European
transporters.

b_WORK WITHIN THE ERGEG

Within the European Regulators Group for
Gas and Electricity (ERGEG), CRE has been
appointed, along with its Italian counterpart,
to produce a document on the best prac-
tices regarding access to storage, similar to
the one produced for access to transporta-
tion.
CRE also helped to produce a document
detailing the implementation of entry-exit
tariffs in Europe and a document on the
rules governing gas transits.

Delivery point* for a large industrial customer
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Works planned for the
coming year 

1>A new tariff proposal for gas
transmission network utilisation
in 2004

CRE will propose new tariffs to the
government for transmission network
utilisation, in 2004, as soon as TOTAL and
Gaz de France have completed the
separation of their joint participations, to take
account of the following major changes: 
• reduction of the number of balancing

zones from eight to five, notably as a result
of the TOTAL - Gaz de France agreements,
which will mean the integration of CFM
Transport into Gaz de France, and the
merger of the Gaz de France Nord H and
Nord Lbalancing zones;

• possibility of daily capacity reservation and
creation of secondary capacity markets
from 1 January 2005.

2>Transparent and non-
discriminatory third-party
access to storage must be in
place by 1 July 2004

The second gas directive on 26 June 2003
allows Member States a free choice bet-
ween regulated or negotiated third-party
access to storage. In both cases, third-
party access to storage must be transpa-
rent, non-discriminatory and must not
thwart the development of competition.
CRE considers that, in France, third-party
access to storage should be regulated,
rather than negotiated, given the essential
role of storage for supplying consumers
during the winter period and given the tradi-
tional operators' natural monopoly in terms
of storage.
If this directive is not transposed on 1 July
2004, the French storage installation opera-

tors will need to implement a third-party
storage access tariff, at their own initiative.
CRE will ensure that the conditions speci-
fied in the second directive are respected.

3>Monitoring of the
implementation of the gas
release programme

CRE will monitor the implementation of the
gas release programme in the South of
France and will ensure that the commit-
ments made by Gaz de France and TOTAL
are respected. In accordance with the plan-
ned schedule, the tender specifications will
be published by the end of June 2004 and
the first tenders will take place in
September 2004, for gas deliveries to start
in January 2005. 

4>Pricing for the Fos 2
LNG terminal

Work involving pricing for the Fos 2 LNG
terminal is underway, although no schedule
has been set, as yet.

5>Development of hubs in France
CRE will encourage the development of
hubs at the gas exchange points, as the
development of a large-scale market is
essential for the correct running of compe-
tition in the retail market. It will support any
initiatives to create real gas hubs.

6>Feedback on market rules
The main operating rules for the gas mar-
ket, from 1 July 2004, were defined in the
summer of 2003, by the working group
“GTG 2004”, involving all parties concer-
ned.
CRE will ensure that an ongoing feedback
process be organised, to enable the impro-
vement and adaptation, where necessary,
of these operating rules.
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CRE considers that,
in France, third-party

access to storage
should be regulated,
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The European electricity
markets

1>The markets are opening 
to all professionals

The directive published on 26 June 2003
set the opening of the Member States' elec-
tricity markets as 1 July 2004 for all profes-
sional customers and 1 July 2007 for all
domestic customers. On 1 July 2004, 3.5
million sites will become eligible in France,
which represents 68% of the electricity mar-
ket, or 295 TWh. This puts France in third
place among electricity markets open to
competition, within the European Union.
Table 5 shows the percentage of the market
legally open to competition within each EU
country, from 1 July 2004.

The rate of legal opening is theoretical, as it
does not reflect the real state of market
opening. It is difficult to measure the real
openness of the electricity markets, as few
figures have been published and they requi-
re careful interpretation.

Several indicators nevertheless give an idea
of the true market openness, notably:
• the rate of supplier change;
• the real possibility for a new entrant to

take advantage of competition.
One useful indicator of market openness,
although it is insufficient on its own, is the
rate of supplier change. As of March 2004,
in France, around 19% of eligible customers
have changed supplier, and this figure rises
to approximately 24% if sales to RTE for
loss compensation are included. This puts
France towards the top of the list of EU
countries for the rate of change. 
The real possibility for new entrants to sign
supply contracts with end customers is also
an indicator of the level of the openness of
the electricity market. Complaints from cus-
tomers or suppliers who encounter difficul-
ties exercising their network access rights
provide an important signal. CRE has
pushed for the implementation of clear,
simple rules, to allow consumers and sup-
pliers to negotiate contracts easily. It has
only received a few complaints at this stage.
It will be monitoring this issue closely, follo-
wing the move to a mass market on 1 July
2004.
Another useful indicator would be the num-
ber and size of end customers purchasing
their electricity abroad. No statistics are,
however, available.

11

Table 5 > Opening of the European markets

Legal opening Eligible market
July 2004 (TWh)

Germany 100% 490

United Kingdom 100% 335

France 68% 295

Italy 78% 233

Spain 100% 205

Sweden 100% 135

Netherlands 100% 105

Finland 100% 77

Belgium 84% 63

Austria 100% 55

Portugal 100% 40

Denmark 100% 33

Greece 62% 31

Ireland 65% 14

Luxembourg 87% 5

On 1 July 2004, 
3.5 million sites in

France will become
eligible, which

represents 68% of
the electricity

market, or 295 TWh

Source : CRE (based on data from the European and regulation authorities)

                   



Figure 9 > Spot volumes on the European exchanges
(sliding 7-day average)
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2> The European wholesale
markets are continuing
to develop

With the opening of the electricity markets,
the development of OTC or over the coun-
ter bilateral exchanges has led to the crea-
tion of wholesale markets. Suppliers may
not have generating facilities and must the-
refore acquire energy directly from another
wholesale supplier, various generators, an
organised exchange if there is one or else
import electricity from abroad. In the same
way, they can sell electricity directly to end
customers, but also to other intermediaries,
on the exchange or abroad. There are also
players who only operate within the whole-
sale market, providing liquidity to the market
and carrying out arbitrage between the dif-
ferent market segments or interconnected
markets.

Insufficient interconnection capacities bet-
ween most countries are holding back the
creation of regional markets, and therefore
a European market. Only Scandinavia, with
Nordpool*, has succeeded in creating a
significantly integrated regional market for
large volumes. Spain and Portugal have
expressed a desire to create an Iberian mar-
ket, whilst Belgium and the Netherlands are
considering creating a Benelux market,
although for now these projects have not
materialised. 
The wholesale market is essential to enable
an open electricity market to operate. In

most countries, the wholesale market com-
prises two main segments:
• the organised market, in the form of an

electricity exchange or pool* (Powernext
in France, EEX* in Germany, Nordpool for
the Nordic countries, etc.);

• the OTC market, where exchanges take
place on a bilateral basis.

In general, OTC transactions are much
more substantial than those on the organi-
sed market, with the exception of Spain
where the rules in force require almost all
transactions to go through a pool, called
OMEL. In the other countries, the
exchanges are optional (the UK abandoned
its mandatory pool in March 2001).
Although OTC volumes are by definition
very difficult to ascertain, it is safe to assu-
me that the organised markets account for
less than 10% of volumes exchanged on
the wholesale market, with the exception of
Nordpool (approximately 30%) and EEX
(approximately 40%). There are a number of
reasons for this:
• the fact that organised markets are very

young, with entry tickets at a high level;
• the fact that a certain number of products

are only available by OTC. In France, for
example, only electricity purchases made
for the following day on Powernext were
possible until Summer 2004, whereas
under the OTC system there are so-called
forward products, whereby customers
can purchase electricity in advance for the
following month, quarter, or year.

Insufficient interconnection
capacities between most

countries are holding back
the creation of regional

markets, and therefore a
European market
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Several exchanges, such as Nordpool and
EEX, also offer clearing services for the OTC
market, as well as netting services (balan-
cing of positions on the OTC and exchan-
ge), which helps to reduce the risks present
on these markets. They appear to be able
to attract higher volumes.

Spot products on the European
exchanges
Figure 9 (p. 38) shows the spot volumes tra-
ded on the main European exchanges.
Volumes on Nordpool and OMEL have not
seen any significant change (apart from
seasonal variations). Volumes continued to
increase on EEX and Powernext, which are
relatively young exchanges, whilst the
Dutch exchange, APX*, has seen its values
stabilise or even drop slightly. Given its
almost mandatory status of the Spanish
pool OMEL, its volumes are close to the
Spanish total consumption. For the other
exchanges, the spot volume negotiated, as
a proportion of national consumption,
varies: in 2003, the figures were 31.5% for
Nordpool, 13% for APX, 9% for EEX and
1.6% for Powernext.

3> The operators have suspended
their mergers and acquisitions

Over the past year, and following a period of
intense activity, the major electricity compa-
nies, who dominate the European scene,
have been making more modest transac-
tions, whilst certain operations have been
limited by the monopolies and mergers
authorities.

EDF
EDF decided to reduce its external growth
investments and to improve its perfor-
mances in its activities outside France. It
therefore sold off its share in Graninge
(Swedish operator) to E.ON, during the
second half of 2003.
In addition to the sale of its shares in CNR*
to Electrabel, it signed an agreement with
the said Belgian operator (see Electrabel).
Finally, since August 2003, EDF has had
complete control of its subsidiary EDF
Trading, having purchased the 12% share
held by the Louis Dreyfus group.

E.ON
The German energy company was particu-
larly active, buying three regional electricity
companies, controlled by the Finish compa-

ny, Fortum (Fortum Kraftwerk Burghausen
in Germany, Edenderry Power in Ireland and
Fortum Distribution Smaland in Sweden),
and two companies in Sweden
(Sperlingsholms Kraft - electricity supply,
distribution and trading - and 36.3% of
Graninge - electricity production, distribu-
tion and supply).
Its 2002 purchase of 49.9% of the Lübeck
corporation, which was backed by the local
authorities at the time, was refused in 2003
by the German federal office for cartels, the
Bundeskartellamt (BKA), due to the domi-
nant position which would have resulted
from this transaction.
Under the ministerial authorisation awarded
in 2003 for a merger with Ruhrgas, E.ON
had to sell its remaining shares in
Bayerngas (22%), Gelsenwasser (80.5%),
SWB AG (Bremen, 32.36%), EWE (27.4%)
and VNG (42.1%).
Continuing its refocusing within the energy
sector, E.ON sold its shares in
HypoVereinsbank (4.8%) and Bouygues
Telecom (10.1%).

RWE
The second largest energy group in
Germany, after E.ON, RWE also sought, but
to a lesser extent, to consolidate its market
positioning. It took 100% control of
Thyssengas (buying the last 25%) and the
Ibbenburen power station in northern
Germany.
Like E.On, RWE also faced restrictions from
the BKA: in order to purchase shares in the
Wuppertal (20%), Velbert (20%), Remscheid
(25%) and Oberhausen (40%) corporations,
it must sell off 40% of its shares in the
Leipzig corporation and 20% in the
Düsseldorf corporation.

Electrabel
The Belgian operator has been particularly
active on the French market. It now holds
approximately 49% of CNR. Also, an agree-
ment has been signed with EDF, for delive-
ry of electricity produced by the Tihange
(Belgium) and Tricastin (France) power sta-
tions, for EDF and Electrabel, respectively,
to be delivered in the country of production,
rather than at the Franco-Belgian border, as
was the case until now. Electrabel is there-
fore free to sell electricity obtained through
its participations in these two power sta-
tions, in France. Furthermore, since 1 May
2003, Electrabel has been selling electricity

produced by the power stations of the
Société Hydro-Electrique du Midi company,
or SHEM* (773 MW of hydraulics, produ-
cing approximately 2 TWh per year), in
France.
The Belgian monopolies and mergers com-
mission has approved an agreement allo-
wing Electrabel to include small and
medium-sized customers of eight Belgian
inter-municipal corporations into its subsi-
diary Electrabel Customer Solutions (ECS).
In exchange, the local councils will receive a
share in the capital of ECS. To obtain
approbation of this agreement, Electrabel
was required to auction off 1,200 MW of
production capacity, to support the creation
of an electricity exchange and to terminate
its partnership with the Belgian producer
SPE.

Endesa
The Spanish company Endesa signed an
agreement with Charbonnages de France
(CDF), for the additional purchase of 35% of
the capital of SNET*, taking its total partici-
pation to 65% of the French electricity pro-
ducer (7 to 8 TWh produced per year, for
2,500 MW installed), subject to the neces-
sary authorisations from the relevant autho-
rities.

Verbund
Verbund and EnergieAllianz, the first and
second ranked electricity suppliers in
Austria, received approval from the
European Commission to merge, creating a
new group which will control 80% of the
Austrian market and which will be among
the ten largest electricity companies in
Europe. In exchange, Verbund agreed to
sell of certain assets, including 55% of its
shares in Austrian Power Vertrieb, which
supplies 3 TWh per year to industrial custo-
mers.

Nuon
The Dutch electricity firm also had to auc-
tion off 900 MW, in order to complete the
buyout of a 3,500 MW production capacity
from Reliant in the Netherlands.

                       



Figure 10 > Developments in purchases and sales of electricity by suppliers
(outside the EDF Group)
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The French electricity
market

1>Competition continues
to develop

Over the past year, the overall number of
actors present in the French market remai-
ned stable.
In March 2004, of the approximately 70
suppliers registered as balancing respon-
sible entities with RTE, around 60 were acti-
ve in one or other of the electricity market
segments, including a majority of European
companies:
• around 20 supply eligible customers

directly;
• around 20 supplied energy required for

compensating technical losses to RTE via
the tender system;

• over 40 are active in imports and/or
exports;

• all carry out block exchanges* (OTC) with
other suppliers;

• 38 are members of Powernext and enga-
ge in transactions.

Figure 10 shows the combined activity of
the suppliers (excluding the EDF Group)
present in France. The general trend,
beyond seasonal variations (slower activity
in summer) is one of development in all the
market segments, especially sales to eli-
gible customers and via the exchange, as
well as the wholesale market, including
imports and exports, despite being physi-
cally limited by interconnection capacities
on borders.

Figure 10 shows that the electricity market
is continuing to open up at a rapid rate. The
global activity volume of EDF's competitors
increased by one third in a year. Virtual pro-
duction capacities acquired via auctions
organised by EDF (Virtual Power Plants -
VPP) clearly play a significant role, since in
January 2004 they accounted for almost all
quantities sold to end-consumers or to RTE
(for compensating its losses).
Exchanges with neighbouring countries
contributed greatly to the development of
EDF's competitors' activity - the volume of
imports has increased by 50% in a year and
the number of players has increased on all
borders. As in 2002, their exports have
exceeded their imports, overall, meaning
broadly that EDF's competitors are purcha-
sing electricity in France with the intention of
selling it on in countries where prices are
generally higher (however there are clearly
suppliers whose imports outweigh their
exports).
The increased number of VPPs available
and a reduction in EDF's competitors' net
exports let to a shift in position of their glo-
bal activity, compared with EDF, between
the first and second halves of 2003 - from
purchasers to sellers. In other words, gene-
ration outside EDF and the VPPs allowed
them to sell in France and abroad, and to
sell the surplus to EDF (the only player not
shown on the graph), through the wholesa-
le market (OTC or exchange).
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Figure11 > VPP: total capacity sold in March 2003
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A. VPPs are an essential supply tool
for the French market

VPPs - virtual generation capacities which
are regularly put to auction by EDF following
the European Commission's decision
authorising it to acquire a 34.5% stake in
the German electricity firm EnBW - are now
an essential feature in the opening of the
French market. 
Since November 2003, all of the 6,000 MW
which must be put up for sale by the end of
2003 had been offered for sale at least
once. The auction process continued after
this date and involved a sale of unpurcha-
sed leftovers, or renewal of capacities
which had expired, to maintain a total capa-
city sold of 6000 MW. Figure 11 shows the
quantities sold since the start of the pro-
cess, following the auctions held in March
2004.
Those who purchase VPPs are not neces-
sarily the same parties who deliver energy
to eligible customers. These virtual capaci-
ties nevertheless have a positive effect on
competition in France. They provide market
players with access, via the wholesale mar-
ket, to a major supply source, partially
replacing imports by EDF's competitors to
supply the French market.
The prices reached by auctions generally
reflect those observed on the French mar-
ket, at least for the “base” product for which
there is a listing. Peak products, which have
a much greater optional value portion (the
use of the right to extract depends on the
current market conditions), are more difficult

to evaluate. They take account of the vola-
tility observed on the markets. Whilst at the
start of 2003, volatility levels following auc-
tions were equivalent to those observed
during 2002, a major increase was obser-
ved at auctions in late 2003, reflecting the
inclusion of the effects of the heatwave
which took place in the summer of 2003.

This made not only the spot prices more
volatile, but also the forward prices, espe-
cially for the closest products. On the other
hand, the auctions held in March 2004 saw
volatility levels drop, which could mean, if
this trend continues, that the players antici-
pate more stable prices in future.
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VPPs: products sold by EDF at auction
• Base VPPs*: these are products reflecting a power station running at

base.The idea is that bidders pay a fixed premium (in €/MW) each month
to reserve an available quantity of power, and send EDF regular sche-
dules for using these capacities. They pay 8 € per MWh extracted
(approximation of the marginal cost of EDF's nuclear power stations).This
gives a price structure in the form “fixed cost + variable cost”.

• Peak VPPs: these are products reflecting a power station running at
peak.The idea is the same as for “base VPPs”, but the price paid for each
MWh extracted is either 23 or 26 € (approximation of the marginal cost of
EDF's peak power stations). Given the high variable cost, the fixed pre-
mium paid by bidders is lower than for “base VPPs”;

• PPAs (Power Purchase Agreements): these reproduce EDF's purchases
of electricity produced by co-generation. Since the September 2003 auc-
tions, the product has been simplified - they are products working on
base from November 1st to March 31st. There is no optional aspect to this
product, and auctions take place based only on the price per MWh pur-
chased.
Auctions are aimed at fixing the price of reserving generation facilities
(monthly “fixed premium”) supplying MWh, the price of which is fixed in
advance.
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B. Competition in generation is based
around Electrabel and SNET

To ensure its physical presence on the
French market, Electrabel has an extraction
right to one French nuclear power plant,
and controls production by the CNR and
SHEM.
Following a business agreement signed
with SNCF in 2002, since 1 May 2003,
Electrabel has been purchasing all annual
electricity production (approximately 2 TWh)
from the SHEM, a hydro-electric generator
and subsidiary of the SNCF, which owns
“water storage” type plants whose produc-
tion can be regulated precisely. The SNCF
also has an option to sell 80% of the
SHEM's capital to Electrabel. Over the past
year, Electrabel became the principle share-
holder of CNR (its participation is now
approximately 49%). CNR runs the Rhone
valley hydraulic plants (almost 3,000 MW),
whose production of around 13 TWh in
2002 dropped noticeably in the second half
of 2003, as a result of the exceptional wea-
ther conditions. Their partnership also
includes the development of a jointly-
owned company - Energie du Rhone (51%
for CNR), responsible for marketing energy
to eligible customers. CNR's facilities,
consisting mainly of power plants along the
riverside, make production planning difficult.
This situation has unfavourable effects on
the imbalances between injections and
extractions of electricity within its balance
perimeter.
In January 2004, the partnership agreement
between EDF and Electrabel, for the
construction and management of nuclear
units, was modified. Electrabel is now
authorised to sell its share of 460 MW from
the French Tricastin plant, in France.
Likewise, EDF may sell its 50% share of
energy produced by the Belgian Tihange 1
plant, in Belgium (net power of 962 MW).

During spring 2003, SNET (7 to 8 TWh per
year for around 2,500 MW), which is a sub-
sidiary of Charbonnages de France, inte-
grated all its plants into its balance perime-
ter and thus now has control over genera-
tion and sales. EDF can continue to call
upon a fraction of SNET's resources, follo-
wing the conclusions of the committee set
up under the law of February 10th 2000,
and which is responsible for defining the
relationship between SNET and EDF until
2009.
Following numerous discussions in 2003,
SNET's shareholdings are being stabilised
in 2004: the Spanish electricity firm Endesa
should soon hold 65% of SNET's capital.
Charbonnages de France is in negotiations
with Gaz de France, who could become the
second SNET shareholder with 35% of the
capital.

C. Imports and exports are growing
Imports and exports are very sensitive to
the prices differential between France and
other countries, particularly Spain, Great
Britain and Germany.
In 2003, and particularly the last quarter,
EDF's competitors' border activities develo-
ped greatly, with their annual imports
increasing by over 50% and their exports by
around 8%. At the same time, the number
of suppliers active at most borders also
grew. 
Imports from Spain, which were virtually nil
in 2002, were particularly high, notably
infra-dailies. Annual imports from Great
Britain and Belgium quadrupled and those
from Germany increased by approximately
one third, but tripled in the last quarter of
2003. The most active players at each bor-
der continue to be primarily from the border
country, however the emergence of “pan-
European” players, with a significant pre-
sence on several borders in continental
Europe is worth noting.

In 2003, EDF's rival
suppliers' sales to eligible

customers increased in
volume by 50% and over 700

sites out of 3100 left their
former supplier

       



Figure 12 > Number and consumption of sites having left their traditional supplier
(estimate)

CRE / Activity Report / June 2004 / - page 43

I_The electricity markets and players

As of 1 November 2003, the Spanish,
Swiss and German borders have adopted
capacity allocation rules for exports, based
on those already in place on the Belgian
border since 2002 (limit of 25 MW for all
new transactions and greater incentives to
use reserved capacities), which have led to
an increase in the number of parties active
(+72% into Belgium, +50% into Spain,
+27% into Germany).
Finally, certain players use interconnections
during infra-daily nominations, in either
direction, to balance their balance perimeter
- thus increasing the number of available
counterparts, compared with just the infra-
daily block exchanges on the French who-
lesale market (see below). In 2003, this
behaviour was observed, notably at the
Spanish border. Since the end of March
2004, it has been possible to carry out tran-
sactions at the border with England.

D. Supply to eligible consumers is the
main reason for extraction 

Supply to eligible consumers has become
established as the number one reason for
physical extractions by suppliers competing

with EDF (46% in 2003, compared with
38% in 2002), ahead of losses and exports.
In 2003, their sales to eligible customers
increased in volume by 50% and over 700
sites out of 3,100 left their former supplier.
Figure 12 shows two major stages in the
growth curves of the client bases of EDF's
competitors.
The first stage was observed in March
2003. It can be attributed to the lowering of
the eligibility conditions from 16 GWh per
year to 7 GWh per year (decree published 5
February 2003), i.e. approximately 1,800
additional eligible sites, and the total eligibi-
lity of LDCs whose consumption is greater
than 7 GWh (i.e. approximately 100), under
the law passed on 3 January 2003, which
amended the law passed on 10 February
2000. CRE's initiative of publishing an initial
list, in 2002, of future eligible consumers for
2003 allowed new suppliers to provide
offers without waiting for the official list,
which was only made available in early April
2003.
The second stage was observed in
November 2003. It corresponds to the
change in tariff season in EDF's integrated

tariffs (many new supplier contracts start on
1 November). The increase in energy
consumed by these sites is less spectacu-
lar, as the largest eligible sites and the LDCs
which had decided to take advantage of
their eligibility had probably already signed
with a new supplier. The monthly increase in
new customers remained very high in
December 2003 and January 2004, reflec-
ting the intensification of the suppliers' mar-
keting campaigns. Business partnerships
between suppliers and subsidiaries dedica-
ted to energy supplies to LDCs were for-
med in late 2003.
Whilst new suppliers to eligible customers
emerged onto the French market in 2003,
sales to sites and LDCs which had taken
advantage of their eligibility remained fairly
concentrated, as 5 players share around
90% of the market lost by EDF.
A supplier may supply electricity to a site in
two ways: by being its balancing respon-
sible entity* and therefore supplying a
potentially volatile load curve (the supplier
takes on the customer's imbalances), or by
simply supplying blocks, and the customer
having another balancing responsible entity
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(in this case there is no risk of an imbalan-
ce, as the delivery is firm and decided the
previous day, at the latest). The second
method involves the customer having at
least two suppliers and can only really then
apply to large consumers, who accept this
complexity, in order to obtain lower prices.
A downward trend has been observed in
the volume of energy supplied in blocks, not
only in relative value (which is logical, given
the overall increase in volumes), but also in
absolute value, with certain large customers
apparently having decided against having
several suppliers.

E. RTE is the leader in electricity
purchasers

The calls for tender organised by RTE for
purchasing electricity lost on its system are
an important element in the opening of the
French market, since they represent around
15 TWh per year, compared with the volu-
me of eligible customers, i.e. 160 TWh per
year. For new operators, these sales repre-
sent an even larger proportion, as in 2003,
the electricity sold to RTE by these sup-
pliers represented over half of the volumes
they sold to eligible consumers. 
This high level of participation is supported
by the fact the RTE purchases a conside-
rable volume of standard products on the
market (forward firm monthly products,
both base and peak), as well as hourly or
daily options which, when called at D-2, can
be covered by using VPPs (called at D-1) or
purchasing directly on Powernext (also at
D-1).
The purchase methods and standard cha-
racter of products purchased by RTE facili-
tate market access and therefore have an
important role to play in the opening of the
said market.

F. The wholesale market
The wholesale market plays an essential
intermediary role between players.
Suppliers are not all generators, and do not
all have VPPs, and therefore intermediaries
are required to purchase and sell electricity.
This function was recognised by the law of
January 3rd 2003 which decided that from
now on suppliers who purchase electricity

for resale must make a declaration to the
Minister for Energy. The decree passed on
30 April 2004 set down conditions for exer-
cising this activity, and the conditions in
which the Minister could ban a supplier
from exercising his activity in France. In
2003, transactions to exchange blocks that
have been nominated with RTE (exc. VPPs)
exceeded 130 TWh, including EDF. The
share of the market held by EDF's competi-
tors grew faster than the size of the market,
with their share of transactions increasing
from 77% to 85% between January 2003
and January 2004.
To facilitate exchanges between players, at
CRE's request RTE has set up infra-daily
gate closures for block exchanges (which
corresponds to nominating with RTE any
OTC transactions that are decided between
two balancing responsible entities). Since
February 2004, suppliers have had a sixth
daily gate closure (at 3.00). These infra-daily
gate closures are not intended for handling
very large and numerous transactions, but
rather as an opportunity to adjust margins
as compared with the programme nomina-
ted at 16:00 on D-1, improving coordination
of balance perimeters throughout the day.
In 2003, the wholesale market is grew at the
same rate as sales to eligible customers. In
January 2004, the three most active players
in terms of sales represented 34% of the
total, whereas they represented 27% in
January 2003.

G. Powernext: increase in spot
volumes and introduction of
forward products

At 1 June 2004, the Powernext day ahead
market had 39 active members, including
the main players in the French and
European electricity markets. The three
most active members and the five most
active members in 2003 represented 30%
and 44% of purchases, 28% and 41% of
sales and 27% and 39% of total
exchanges, respectively. 

As shown in Figure 13. volumes negotiated
on the Powernext day ahead market have
been growing steadily since the end of
2001, although they are still low when com-

The exchange remains an
optional tool, and

wholesale prices resulting
from the matching of block

supply and demand on
Powernext do not provide

an absolute retail price
reference for end

consumers

          



Figure 13 > Sliding 7 day average of volumes exchanged on PWX Spot between
January 2002 and May 2004
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pared with the open market (5% approxi-
mately) or the volumes exchanged on the
OTC market. Sales on Powernext represent
5 to 6% of those observed on the OTC mar-
ket as a whole (spot and forward) at the end
of 2003, compared with 3 to 4% at the start
of 2003.
The Powernext spot market currently
includes around 50% of “day ahead” tran-
sactions on the French wholesale market.
Foreign examples would appear to indicate
that it will take time before the volumes tra-
ded on the exchange become significant.
Despite its modest size, Powernext is still
an essential part of the French electricity
landscape. On the one hand, it is the only
place where parties can purchase a precise
load curve for the following day, with diffe-
rent volumes hour by hour and not just
standard base and peak products. This
means, for example, that actors are able to
realise some fine-tuning arbitrages between
Powernext (closing time 11:00) and VPP
extractions (closing time 12:00), or balance
a perimeter for the following day.
On the other hand, the price given by
Powernext fixing constitutes a reference
index. It is also used by RTE for purchasing
its losses and settling imbalances, in some
cases. It is advantageous to have a price
given by the transparent interplay between

supply and demand, as opposed to publi-
shed indices which do not offer the same
guarantees. 
The fact remains, however, that the current
low volume of Powernext makes its price
relatively easy to manipulate: it is a good
idea to be vigilant where the workings of the
exchange are concerned, especially since
the Powernext index is now used to partial-
ly fix the price of imbalances, which may
increase the temptation to try and influence
the index. CRE pays particular attention to
this, as part of its market surveillance activi-
ty.
In June 2004, Powernext launched a
futures product market, which matches
electricity supply and demand, under long-
term contracts, involving the delivery of
electricity within the French electrical trans-
mission market. The products offered are
contracts, involving monthly electricity
exchanges (next 3 months), quarterly (next
4 quarters) and annual next 2 year). Once
valid, these products lead to a delivery on
the electricity transmission network, with
Powernext nominating the quantities
concerned to RTE, on behalf of its mem-
bers. Negotiation is ongoing and is organi-
sed in daily sessions. During the negotiation
session, the best orders present in the
order book are automatically matched with

orders at the same price in the other direc-
tion (taking account of their type and opera-
ting conditions).
In its decision on 25 March 2004, CRE indi-
cated that it thought it appropriate for ope-
rators to have access to a tool allowing
them to concentrate the liquidity of the
French market and obtain information rela-
ting to volumes exchanged, which is not the
case with the OTC market. 
The creation of a futures market in France is
therefore an advance on the use of indexes,
for which players have little background
information.
CRE also stressed that the exchange is an
optional tool and that wholesale prices
resulting from the matching of supply and
demand for blocks on Powernext do not
provide an absolute retail price reference for
sales to end consumers - the system used
in France allows for bilateral negotiation,
according, notably, to the customer's
needs, load curve, and duration for which
commitment is sought. As with all optional
markets, the data produced may only be
used following the agreement of all parties
concerned.
In liaison with the financial markets
Authority, CRE monitors the use of this new
tool provided to players on the French elec-
tricity market.
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Figure 14 > Spot price development in France and Germany
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2> Wholesale prices are more
volatile and are increasing

To monitor wholesale prices, there are two
sources of information available: electricity
exchange prices and price indexes publi-
shed by the specialist press (Platts, Heren,
Dow Jones, etc.).
The electricity exchange prices are based,
for spot markets, on centralised price fixing
over time (on Powernext, the price fixing is
carried out at 11.00 a.m. each day), and for
forward markets, on continuous quotation.
The relatively low liquidity of certain
exchanges can, however, limit how repre-
sentative their prices are, and an averagely
sized order to purchase or sell can have a
strong effect on the resulting price. 
The price indexes published by the specia-
lised press are evaluations made by journa-
lists based on OTC transactions, provided
by traders consulted daily. They provide an
indication of the average value of a product
exchanged the previous day. Whilst the
method used to compile them provides no
absolute guarantees, all operators use
these indexes on a daily basis, for lack of
any better alternative.

A. Volatile spot prices in 2003
Spot prices are day ahead prices, i.e. the
prices used on the market for delivery the
following day. These prices reflect the short
term supply/demand balance, before
adjustment. They are subject to high volati-
lity, as a result of weather conditions (cold
weather increases consumption, lack of

wind reduces wind production in
Germany…) or events within the electrical
facilities (power plant failure, reduced inter-
connection capacity…).
Spot prices are not designed to represent
electricity prices for the whole of a supply,
as they correspond primarily to a balancing
market - the quantities players need to pur-
chase or sell when their portfolio is showing
a credit or debit, based on the information
available to them as to what will happen the
following day (availability of their power
plants and customer consumption).
The electricity exchanges all quote spot
prices. Powernext offers twenty-four hourly
products per day, with each hourly product
negotiated separately.
The volatility of these spot markets is not
comparable with that of the raw material
markets. Electricity is not easily substituted
and cannot be stored - an excess in
demand at any time cannot be compensa-
ted by an excess in supply several hours
earlier.
The French and German spot prices, having
diverged several times in 2002, are now
once again very close (see figure 14).
During 2003, UK spot prices were the
lowest in Europe, on average. This situation
is explained primarily by an overcapacity in
the UK production facilities. From February
to October 2003, the average UK spot
prices were lower than those of the French
market, but the trend reversed in November
2003. During the summer of 2003, the UK
prices followed the same trend as the conti-

Source: Powernext (France) and EEX (Germany)
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Figure 15 > Forward prices rising - Development of annual forward prices
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nental prices and reached very high levels.
The Spanish electricity system was less
affected by the summer heat and drought,
as hydroelectric power remained good
throughout the year in Spain. Record levels
of demand during the summer, due to the
heat (air conditioning) led to tensions in the
supply/demand balancing, and led to an
increase in prices, but price volatility never-
theless remained moderate. The Spanish
electricity exchange, OMEL, whose 2002
levels were the highest in Europe, say its
average annual price dropped by over
€11/MWh in 2003, taking it to the same
level as most of the other markets.
The Dutch exchange APX is the most vola-
tile European exchange. Its average annual
price was by far the highest in Europe in
2003. This market saw a period of calm
during the first five months of the year, but it
then became extremely volatile from June
onwards, and throughout all the summer
months, following the strong upwards trend
affecting all of continental Europe.

B. Increased forward prices
Forward prices correspond to the advance
purchase or sale of electricity, for the
coming months, quarters or years.
They are standard products, to facilitate
exchange (e.g. the delivery of one MW of
electricity at base time, i.e. for all hours in a
month, or at peak time, i.e. 8 a.m. to 8 p.m.,
Monday to Friday). One MW of base annual
forward product corresponds to the supply
of one MW at all hours during the year in

question. With a longer perspective and
corresponding to an average price for the
period in question, forward products are
less volatile (see figure 15). These products
are used to define end customer prices -
when a supplier signs a contract with a cus-
tomer, it usually covers itself, for most sup-
plies to be made, by purchasing the neces-
sary forward products. 
Only the German (EEX) and Nordic
(Nordpool) exchanges quoted forward
prices until now. Powernext has decided to
introduce this type of product from June
2004.
Several hypotheses can be put forward to
explain the increase in forward prices in
2003:
• the supply/demand balance is becoming

tighter - consumption continued to grow,
although at a moderate rate, whilst supply
(the addition of new power plant facilities)
reduced slightly. Germany has started to
shut down certain nuclear reactors (the
Stade plant shut down permanently in
early November 2003). The increase in
renewable capacities, particularly wind
power, is not sufficient to counterbalance
this reduction in available capacity, espe-
cially as generation from these installa-
tions is not predictable. This circumstance
contributes to the volatility of the availabi-
lity of production facilities, and therefore of
spot prices (which can have an impact on
forward prices).

• Certain production costs have increased:
the price of coal rose sharply in 2003

(around $20 per tonne), which increased
production costs for the coal sector,
which is predominant in Germany. The
market players are starting to anticipate
the consequences of the introduction of
CO2 emission licences, from January
2005, although 95% of these emission
licences will be issued free of charge until
2008. In the medium term, and given that
European facilities still include many coal-
powered plants (around 30% of total pro-
duction capacity), the influence of this
cost will continue to grow.

• In recent years, the wholesale price levels
did not guarantee the profitability of
investment in renewing production facili-
ties - market price has now reached the
level of the full cost of a combined* gas
cycle (i.e. around Û35/MWh with current
gas prices), which is considered to be
among the most economical methods.
Outside periods of tension, prices are ten-
ding to match the short term marginal
cost (i.e. the variable cost of the most
expensive method used), as it is in all
generators' interests to produce electrici-
ty when the market price exceeds its pro-
portional cost. In these conditions, prices
in recent years corresponded to a struc-
tural and conjunctural overcapacity (mild
temperatures, good hydro-electric pro-
duction, for example). Prices have now
reached levels which allow new players to
enter the market, which means that the
overcapacities are being reabsorbed;
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• Electricity production is a very capitalistic
activity, which could lead to a grouping of
players in a market already dominated by
several large firms. The limited number of
players could increase the risks of the
price indexes, such as those published by
Platts, being manipulated. The main

European players have all made major
acquisitions in recent years, which has
increased their borrowing levels and the-
refore their global costs. It is possible that
a link may exist between increases in
charges and increases in electricity prices
observed on the market.

Electricity transmission network
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Monitoring the electricity
market

Article 3 of the law passed on 10 February
2000 made CRE responsible for monitoring
the correct running of the electricity market.
To allow it to do this, CRE has the power to
access information. Article 33 of the law
passed on 10 February 2000 states that
“CRE may collect all information necessary
to accomplish its missions from the minis-
tries responsible for the economy and ener-
gy, public electricity transmission and distri-
bution system operators, operators of natu-
ral gas distribution and transport works and
operators of LNG installations, as well as
other companies working on the electricity
or natural gas markets”.
It also has sanctioning powers which allow
it to issue default notices to any companies
which do not supply the information it
requests. If a company does not comply
with this default notice, CRE may apply a
financial sanction, as authorised under
article 40.3 of the law passed on 10
February 2000. In general, if any abnormal
behaviour is noticed, it may also sanction it
directly or through the competent authori-
ties, as detailed in the legal texts.
CRE must ensure that the market rules and
practices allow for healthy competition, in
the interest of consumers. Thus, CRE
ensures that the following do not occur:
• economic or technical barriers to entry -

this includes requesting financial guaran-
tees from suppliers, for example, or data
formats used for exchanges of informa-
tion;

• abuse of power;
• agreements between suppliers or genera-

tors - the production market is very
concentrated in France, but also in conti-
nental Europe*

• manipulation of the wholesale markets
(exchange and OTC).

To fulfil this mission, CRE must receive data
regarding transactions made on the French
market, from all players (network operators,
Powernext, suppliers, customers), regularly
or on request. From the second half of 2004
a database which is currently under
construction will enable detailed analyses to
be made, regarding operators' behaviour.

1>Early analysis allows players'
positions to be evaluated in
each relevant segment

Six groups of players can be identified, in
decreasing order of volumes of electricity
exchanged:
• generators: these are players (EDF,

Electrabel and SNET) who have genera-
ting facilities in France. Given the presen-
ce of EDF, this group represents over two
thirds of volumes exchanged in France,
across all market segments;

• traders in OTC and VPPs (44% of
volumes, excluding generators): these
represent around fifteen players, whose
injections mainly consist of OTC pur-
chases (60% on average) and VPP (30%
on average). Their extractions mainly
consist of OTC (75% on average), but the
other segments are also represented;

• traders mainly involved in OTC (34%
of volumes, excluding generators): these
include around fifteen players for whom
the OTC market is the main segment of
activity (over 85%). The members of this
group vary greatly in size and the number
of counterparts on the OTC market is ten-
ding to grow at the same rate as the per-
imeter;

• purchasers of VPPs for resale OTC
(10% of volumes, excluding generators):
for the ten or so members forming this
group, VPPs represent over two thirds of
injections, and OTC resale over two thirds
of extractions. The smaller the player, the
more likely they are to be specialised;

• independent suppliers (8% of volumes,
excluding generators): electricity supplies
to end users represents over 80% of their
extractions, and OTC is virtually their only
supply source. This group is relatively
small;

• traders mainly active on borders (4%
of volumes, excluding generators): this
group is more heterogeneous than the
previous ones. It includes around ten
players, those for which exports represent
over half of all extractions and those for
which imports represent over half of all
injections.

In a very concentrated market, it is particu-
larly important to identify the respective

33
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Figure 16 > Concentration index (HHI) on
French electricity markets
(injections), second half 2003,
including and excluding EDF
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positions of the players in the different seg-
ments, in order to ensure that nothing is
allowed to hinder the introduction of com-
petition and its smooth running.
To quantify this concentration, CRE has cal-
culated the HHI, or Herindahl Hirschamn
Index, both including and excluding EDF. A
market is generally considered not to be
concentrated if its HHI is less than 1000,
and very concentrated if it is over 1800. The
HHI is widely used by the competition
authorities, in France, at the European
Commission, as well as in the USA (Federal
Trade Commission). It is used notably for
controls on mergers and acquisitions, in
order to check that the operation would not
lead to an anti-competitive situation.
Figures 16 and 17 show results for the
second half of 2003.
The generation market is, not surprisingly,
very concentrated in France and in conti-
nental Europe, with EDF, RWE,EON,
Electrabel and Vatterfall, which control a

large majority of the generators. As a result
of the capitalistic nature of the electricity
industry, there are many large players pre-
sent who are likely to have dominant posi-
tions.
The Powernext exchange, the bilateral
(OTC) market, losses and VPPs are relative-
ly low-concentration wholesale markets.
Finally, the retail market (sales to consu-
mers) is much more concentrated, even if
EDF is not included in calculations.
As regards imports and exports, the table
only provides a partial view. The results
should actually be examined border by bor-
der, not globally. Border by border analysis
reveals that these relatively narrow seg-
ments were fairly concentrated in the
second half of 2003. However, the changes
made in November 2003 to capacity alloca-
tion rules on the German, Swiss and
Spanish borders led to an increase in the
number of players active on these borders.
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2>Two major studies carried out
over the past year

A. Prices for large consumers
Following the increase in prices offered in
2003 large consumers, such as SNCF and
those represented by the Union of energy-
using industries (Uniden*), publicly raised
the possibility of.an implicit or explicit
understanding between producers to
increase wholesale prices. CRE collected
information to determine whether or not the
situation was abnormal. Certain customers
insisted on the fact that they had received
few offers, despite their requests, and that
they were very similar to one another. It also
received additional information from sup-
pliers concerned, regarding the preparation
of their sales offers:
The information received by CRE does not
at this stage allow it to confirm any agree-
ment between suppliers.
Finally, in this new context, it would appear
that certain very large customers are chan-
ging their methods of electricity purchase,

for example using more standard market
products (base and peak blocks at varying
levels of maturity), via traders or using bro-
kers.

B. Price peak on 11 August 2003 on
Powernext

Price peaks on the spot market are not
unusual. The summer of 2003, and particu-
larly 11 August 2003, nevertheless saw an
exceptional situation occur. This is why CRE
has examined the price peaks of summer
2003 in France. On 11 August, the prices
on Powernext reached the record level of
€1000/MWh, for seven hours. Figure 18
shows price developments on Powernext
during summer 2003.
Subsequent examination of the physical
data produced (consumption, generation,
exports and imports) during the months of
July and August 2003 (see figures 19 and
20, p. 52) does not fully explain the price
peaks observed (no peak in consumption
on that day or loss of production). An ana-
lysis of the reserves available in the French

electricity system reveals definite
constraints, but also indicates that the sys-
tem saw its greatest tensions during the
second half of August, whereas no price
peak occurred after 12 August.
On the other hand, the uncertainties regar-
ding the availability of the production facili-
ties were very high, notably due to the regu-
latory constraints relating to the temperatu-
re of cooling water released from thermal
power plants (nuclear and traditional) and
the difficulty in planning for temperature
increases in the water used. CRE has ana-
lysed the data provided by the EDF genera-
tor for the power plants it considers pos-
sible to “lose”, due to these constraints, and
notes that 11 August corresponded to a
maximum risk, which justified the purchase
of high quantities of electricity in case of the
possible shut down of several generators.
The information received was therefore
coherent and did not provide any confirma-
tion of purchases of electricity with a view to
manipulating prices.

Figure 18 > Powernext prices, July - August 2003
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3>Future works 
CRE is to intensify its surveillance activities to
ensure that competition is allowed to take
place in healthy conditions and with no
barriers to entry.
The opening of the retail market on 1 July
2004 will be monitored and the necessary
technical and practical adaptations will be
made (procedures for supplier change,
reduction of deadlines for submitting
pertinent data to players, smooth running of
network operators' information systems and
processes).
The surveillance of the wholesale market will
be reinforced, particularly the risks of
manipulation and the appropriateness of
prices practiced for the supply/demand
balance and primary energy costs.

Tools for analysing the running of the retail
market, which is to become a mass market
(marketing positioning of operators, sales
practices, market shares, sales techniques,
customer acquisition and loyalty costs) will be
developed. Consumer monitoring (complaints,
requests for information, satisfaction surveys)
will also be implemented.
Finally, contacts with the monopolies and
mergers commission, on all relevant subjects,
will be developed, e.g. regarding the definition
of pertinent markets within the electricity field.
Thus, CRE will be able to determine the points
requiring the most analysis, in order to prevent
abusive behaviour and examine any consumer
or supplier complaints as quickly as possible.

Figure 19 > Consumption and production,
July - August 2003 
(values between 11 a.m. and 12 noon)
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Figure 20 > Imports and Exports, 
July - August 2003 
(values between 11 a.m. and 12 noon)
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Access to 
public grid

1>A new CRE tariff proposal
In its initial tariff proposal submitted to the
government in January 2002, CRE announ-
ced that it would draw up a new proposal
within twelve to eighteen months of the
application of the first public grid access
tariff. The current tariff resulting from this
proposal and promulgated by decree on
July 19th 2002 came into force on
November 1st 2002. CRE will propose a
new public grid access tariff to the govern-
ment in the second half of 2004. This pro-
posal will have three main objectives:
• to make the necessary adaptations to the

access tariff to facilitate the opening of
electricity supply to competition, for all
professional consumers, from 1 July
2004;

• to draw conclusions on tariff levels from
the EDF account audits carried out by
CRE;

• to specify the conditions for the applica-
tion of the tariff.

This proposal will be made according to a
schedule designed to allow the government
to apply the new tariffs from 1 November
2004, when the integrated winter tariffs
come into effect for the first time since the
opening of the market to competition for all
professional customers.
It will also take account of the regulation
currently applicable, notably the RAG* spe-
cifications and the decree passed on 26
April 2001. These texts will, however, be
subject to change, as a result of EU rules

which must be replicated in national regula-
tions.
The preparatory work for this new tariff pro-
posal was carried out in the period covered
by the present activity report. Its original
objective was to improve understanding of
the system operators' cost structure and to
produce initial feedback on the application
of the first tariff.
This initial phase has led to the production
of a summary document, submitted by CRE
for public consultation on 19 February
2004. During this consultation, CRE invited
all interested parties to make observations,
comments or recommendations on the tariff
principles and the draft wording of the pro-
posal, specifying the expected conse-
quences in terms of:
• the conditions regarding competition within

the French and European electricity
markets;

• short and medium-term evolution of
electricity transmission and distribution
costs;

• the appropriateness of the public system
operators revenue for their expenses;

• encouraging increased productivity among
public grid operators.

The consultation was met with strong inter-
est from the parties involved, as forty-five
contributions were received by the commis-
sion, including three from system operators,
sixteen from consumers, five from genera-
tors, three from suppliers and two from
consultants. CRE also organised a round
table of the parties involved, on 8 April
2004, and published a summary of the
contributions received.

II_Regulation of the French 
electricity market 

11

CRE will propose a new
public grid access tariff to

the government in the
second half of 2004

           



page 54 - CRE / Activity Report / June 2004

II_Regulation of the French electricity market

CRE is preparing a proposal for the govern-
ment, based, in terms of tariff level and
structure, on the following characteristics:

A. Tariff structure

a_POSTAGE STAMP

The “postage stamp” principle, which is
independent of the respective location of
injection and withdrawal points of a
transaction, has been adopted, notably, in all
countries in continental Europe, in
accordance with paragraph 1 of article 4 of
the European regulation on 26 June 2003.
Injection stamp: at a moderate level, it
aims to recover the value of the French
contribution to the compensation mecha-
nism between European transmission sys-
tem operators (ETSO funds*), under the
same conditions as those applicable to the
current tariff. This proposal is in conformity
with tariff practice in all continental
European customers producing a signifi-
cant volume of exports (Germany, Belgium,
Austria, Denmark). In the absence of a
common European rule relating to the set-
ting of an injection stamp, the proposal
allows competition to remain transparent
among generators on a European scale.
Withdrawal stamp: as with the tariff cur-
rently applicable, the base tariff would be
identical, at any time of year. This solution is
different from the one used in the past by
EDF for its integrated tariff, which took
account of time-based variations in produc-
tion costs, which are widely preponderant in
the costs to be covered by customers

connected to the national supply grid.
According to EDF, temporal variations in
tariffs were also justified by the cost of
investments required on the electricity grids
in order to supply the customers' energy
demand. 
Temporal differentiation tariffs: a menu
of optional temporal differentiation tariffs is
to be continued, so as to allow a progressi-
ve development in contribution to the reco-
very of grid costs for users connected at
HTA* voltage level with low annual levels of
use, and users connected at BT* voltage
level. 

b_INVOICING MANAGEMENT COSTS AND

METERING COSTS

Electrical metering costs will be recovered
by a component of the tariff which is inde-
pendent of the energy measured. These
costs are fix, independent of the physical
flows created by each user. The manage-
ment and energy metering costs engende-
red by a user are mainly linked to the equip-
ment installed on the user's site and the
mechanisms for managing the user's grid
access contract. With all professionals now
becoming eligible on 1 July 2004, this
condition will allow consumers or their sup-
pliers to request, if necessary, that metering
mechanisms allowthe calculation of both
invoices for grid access, according to a
regulated tariff structure, and calculation of
energy invoices, in accordance with the
conditions set out in the business agree-
ments between suppliers and consumers. 
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(1) Analysis period: 1 April 2003 - 23 March 2004 Source: CRE

c_TARIFF CONDITIONS

In order to facilitate tariff application, the
following application conditions are to be
specified:
• conventional grouping of connection

points;
• invoicing of dedicated parts of connection

equipment*;
• occasional use;
• systems for public distribution system

operators, in accordance with the decree
passed on 26 April 2001 and the RAG
specifications

B. Tariff level 
For this new tariff proposal for the utilisation
of the electricity grids, a new approach is
set up, aiming to cover operating costs, as
they appear in the operators' accounts
audited, and to remunerat capital invested:
• return on capital: the capital charges

covered by the tariff are composed of two
elements; firstly, accounting depreciation
of assets, calculated using a straight-line
method, and secondly, the remuneration
of capital, calculated using a basic
amount consisting of the net book value
of the net fixed assets (less the funding
received from the contracting local autho-
rities) and the working capital require-
ment. The nominal rate applied to this
amount - currently set at 6.5% in the first
tariff - will be re-examined.
For the distribution tariff, the amount of
the fixed assets should take account of
the total value of financing provided by the
contracting authorities;

• operating expenses : these are estimated
for the period 2004-2006 based on
accounting data and predicted energy
consumption and operating costs, inclu-
ding grid operators' targets of productivi-
ty gains.

2>A whole year's satisfactory
running of the balancing
mechanism

In application of the CRE decision made on
23 January 2003, RTE implemented a mar-
ket mechanism on 1 April 2003, for system
balancing in real time and the reabsorption
of technical operating constraints in real
time, not covered by the ancillary services*.
A report on the running of this mechanism
was produced in June 2004, by CRE, follo-
wing a meeting with all parties involved.

A. Invoicing imbalance
Invoicing balancing responsible entities'
imbalances - i.e. imbalances between injec-
tions and withdrawals within their respecti-
ve perimeters - was affected by very high
peak prices during the summer of 2003
(see figure 21, page 54). These reflect the
reduction of generation margins on the
electricity system as a whole. The events
responsible for this reduction in margins are
the low level of available hydraulic resources
this year, which restricted use of the
hydraulic facilities, and the heat wave,
which restricted generation capability of
certain thermal power plants, due to the
increased temperature of the waterways
used for cooling.

During this period, the imbalance pricing
rules adopted by RTE contributed to the
security of the system, as they encouraged
balancing responsible entities to adopt long
positions, which favour the creation of
short-term reserves on the electricity sys-
tem. However, this system led to imbalance
prices reflecting the highest prices reached
on the Powernext organised market, for
relatively long periods each day (8 hours).
This disadvantage will gradually be eradica-
ted by increasing the number of balancing
offer price ranges, which will reduce the
duration of application of the peak prices.

B. Margins and security of operation
The balancing mechanism, which has glo-
bally run well, suffered tensions in terms of
the generation/consumption balance during
the launch period. Various alerts occurred
on the mechanism for insufficient margins,
or switches to downgrade mode, with no
real justification. Subsequent analysis of
these events revealed that they were not
the result of physical penuries, but rigidities
in the selection procedures and tenders,
leading to the exclusion of available physical
capacities (see figure 22).
CRE has requested that RTE propose pro-
cedures to enable access to a larger quan-
tity of balancing offers in normal mode, in
order to reduce the probability of these
alerts and downgrades: acknowledgment
of the specificities of certain pump storage
hydro plants, and ability to proceed to
short-term energy imports.

                   



Figure 24 > EDF competitors share in
balancing energy supply 
(April 2003 - January 2004)
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C. Developing competition
Different generators now regularly participa-
te in the balancing mechanism. This is a
positive result of the implementation of this
mechanism. However, the volume supplied
by EDF's competitors is still low. This is a
result of EDF's accumulated experience
during the vertically integrated monopoly
period, and the fact that competition is
mainly developing for upward offers, nota-
bly for prices over €40/MWh (see figures 23
and 24).
The system operation security and balan-
cing energy cost control will be improved by
the increased number of participants in the
mechanism, notably from abroad. The cur-
rent system formally allows participation of
foreign players, consumers and generators.
In practice, only Swiss players have been
able to participate in the system from the
beginning, which was nevertheless a positi-
ve factor in developing competition.
It is essential for RTE to continue to facilita-
te access to the balancing mechanism and
international intra-day block exchange ser-
vice for players from neighbouring coun-
tries. In the UK, any player having acquired
capacity on the IFA* interconnector will
soon be able to submit balancing offers to
RTE, which may be called before the cor-
responding intra-day gate closure.
Also, a growing number of consumers are
participating in the mechanism but, given
the prices they offer, their offers are rarely
called by RTE.

D. Reserves management
Before the winter 2003-2004, RTE and EDF
informed CRE that the current operation of
the balancing mechanism did not require
any modification in the short term of the
rules which came into effect on 1 April
2003.
Two fundamental issues for the system
operation security must now be dealt with:
firstly, how RTE controls the adequacy of
available power reserves to the balancing
needs of the French grid and, secondly,
how to encourage balancing responsible
entities to submit balanced supply and deli-
very programs. In its decision of 18
November 2003, CRE requested that, in
association with the players on the French
and foreign electricity markets, RTE should
present proposals for improving the current
balancing mechanism rules, during 2004.

E. Evolution of balancing mechanism
In accordance with article 15 of the amen-
ded law passed on 10 February 2000, RTE
submitted a proposal of Rules relating to
generation and consumption scheduling, to
balancing mechanism and to the recovery
of balancing charges (hereafter referred to
as “the Rules”), to replace the rules appli-
cable since 1 April 2003, for CRE's appro-
val.
CRE, after consultation of balancing
mechanism players, approved the propo-
sals drawn up by RTE in its version of Rules,
submitted on 24 May 2004. Such accep-
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tance does not, however, excuse RTE from
its obligations under article 15 of the amen-
ded law passed on 10 February 2000 and
notably paragraphs II and III.
Furthermore, given the information it recei-
ved during the meeting held on 3 June
2004, CRE has decided the following.

a_INCREASED NUMBER OF GATE CLOSURES

For the implementation of a greater number
of gate closures applicable to generation
and consumption scheduling and the
balancing mechanism, RTE must ensure
the coherence of all systems allowing
balance responsible entities to balance their
positions, notably by also creating the same
number of gate closures for the notification
of block exchanges and exchanges at inter-
connections.

b_ACCESS TO THE BALANCING MECHANISM

• Foreign players
The opening of the balancing mechanism to
Spanish and British players should be
effective before 1 November 2004. For
interconnections with Belgium, Italy and
Germany, RTE must ensure, along with the
transmission system operators concerned,
that this opening takes place in 2005. 
• Generation and consumption sites

connected to the distribution grid
In order to develop competition among
balancing energy suppliers and open access
to additional volumes of reserves, allowing
the system operation security to be
improved, RTE must agree with the
distribution system operators on technical
protocols allowing access to the system for
generation and consumption sites
connected to the distribution system before
1 January 2005. 

c_IMBALANCE SETTLEMENT - K FACTOR

REVISION 

Given that the K factor value must be set to
ensure the economic balance of the
dedicated account for balancing offers
payment and imbalances invoicing, and
given that K factor must therefore evolve
according to the RTE system operating
conditions, imbalances from the balancing
responsible entities and the nature and price

of balancing offers submitted by participants,
RTE must bring the K factor value down from
0.20 to 0.18 from 1 July 2004.

d_RECOVERING CHARGES FOR

CONTRACTUALISING FAST RESERVES

RTE must present CRE with proposals for
changes to the method of recovering this
cost, by 1 November 2004, in collaboration
with the concerned players.

e_BALANCING MECHANISM TRANSPARENCY

Given the operating feedback on the balan-
cing mechanism for over a year, and given
the observations made by participants in
this mechanism, RTE should notably make
the following publications, by 1 November
2004:
• volume of activated upward and down-

ward offers, on a half-hourly basis, for
each use of balancing actions, simulta-
neously with the trend and balancing
price indicators;

• monthly balancing & imbalance dedicated
account summary, in a pre-defined for-
mat;

• summary of characteristics of activated
offers (mobilisation time, duration of
offer…).

3>The new specifications for
electricity metering

Under articles 15-IV and 19-III of the law
passed on 10 February 2000, the public
electricity system operators must carry out
any metering necessary to fulfil their mis-
sions. This metering is necessary in order to
invoice the energy supply, invoice the public
grid utilisation tariff and reconstitute flows.
With the increasing opening of the electrici-
ty market, the rules relating to electricity
metering must be adapted. CRE has orga-
nised an informal consultation with the diffe-
rent players, based on a draft text, desi-
gned to replace the specifications mentio-
ned in its communication published on
5 July 2001. This consultation allowed to
highlight the main wishes:
• to be able to use a free choice of meter;
• to promote the deployment of meters that

allow the public system operators to fulfil
their new missions;

• to conciliate direct access to raw mete-
ring data requested by users and the pri-
vileged access needed by public system
operators to fulfil their missions;

• to make meter readings evolve towards
standardised communication systems
that use modern and less costly technolo-
gies.

CRE has drawn up general and functional
technical recommendations. Its communi-
cation published on 29 January 2004 and
the new specifications attached specify or
recall the following principles:
• the different types of users and mete-

ring to be combined: the metering spe-
cifications describe the different voltage
and subscribed power thresholds which
determine the data to be measured and
recorded to ensure an efficient manage-
ment of grid access contracts and supply
contracts;

• the ownership of meters: a user must
be able to supply its own meter, in accor-
dance with a reference guide established
by the system operator. The prescriptions
of this reference guide must be based on
an obligation in terms of results and not
means;

• changes to metering systems instal-
led: to take account of the progress
made in this field in several European
countries, users having subscribed to a
power level over 100 kVA must progressi-
vely be fitted with load curve meters that
allow remote reading. This clause will be
included in the public grid utilisation tariff,
so that users having subscribed to lower
power levels may opt for this type of
metering system;

• access to metering data: the metering
data used by the different players must
originate from a unique source to reduce
occurrences of contentious matters. The
metering specifications indicate that the
public system operator, the user and any
other third parties specifically authorised
by the latter, shall have privileged access
to the primary data recorded by the mete-
ring appliances. Also, the metering speci-
fications describe the minimum frequency
and maximum deadlines for transmission
to the user of the validated metering data.
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This service is included in the public grid uti-
lisation tariff. If the public system operator
has a metering data history for a site, it
must provide this to the user, if requested,
particularly if the user wishes to take advan-
tage of its eligible status. Any opposed
behaviour would represent a serious threat
to the establishment of healthy competition
between suppliers;
• communication interfaces for remote

metering data access: the metering
specifications require the installation of
two data communication interfaces, when
these can be the object of an electronic
reading: one interface is reserved for the
public system operator and the other for
the user. The communication system
used must be set up by the user, in accor-
dance with the public system operator's
prescriptions, which must use modern,
normalised and cheap technologies;

• correction of metering data: the prin-
ciples for the correction of metering data
in the event of a failure of the metering
system (interpolation, copying an earlier
similar period, use of redundant meters,
installation operating schedules etc) must
be objective and transparent. The user
must be informed of any correction made
and the reasons for these. The metering
data correction methods, in order to take
account, where necessary, of any losses
caused by the grid installations situated
between the metering point* and the deli-
very point, must present the same quali-
ties of transparency and pertinence.

4>Changes to the invoicing
principles for the connection of
users to public grids

Articles 49 to 53 and 61 of the law passed
on 2 July 2003, relating to urbanism and
habitat, called the “UH law”, create a new
legal structure in which connection of new
users to the electricity grid must be invoi-
ced. When the connection to a public grid
of a construction operation requires an
extension to this grid, the project owner of
the extension works may receive a financial
contribution to this extension from the com-
petent local authorities responsible for urba-
nism. In this case, the local government
may pass on all or part of this cost to its citi-
zens, through the urbanism contributions
described in the urbanism code, notably the
PVR (“Participation pour voies et réseaux”)
roads infrastructures and grids charge,
introduced by the UH law.
When connection takes place at the same
time as the attribution of a building permit,
the application of the rules regarding the
financing of connections under the appli-
cable legislation means the following prin-
ciples must be respected:
• specific equipment must be charged to

the constructor (or applicant), based on
actual costs;

• price lists may be drawn up by the system
operator, for invoicing purposes, notably
for this equipment, at a price as close as
possible to their actual cost;

• public equipment may be charged totally
or partially to the applicant, by the com-
petent local authority on urbanism;

• the cost of grid reinforcement, which cor-
responds to a public equipment, is cove-
red by the utilisation tariff for public elec-
tricity grids; it must not be invoiced by the
operator of the said grid (decree passed
on 26 April 2001).

The establishment of an
internal electricity market

within the EU requires a
deep cooperation between
regulators, as well as with
the European Commission
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Article 61 of the UH Law (modifying articles
4 and 18 of the law passed on 10 February
2000) thus specifies for the distribution
grids that:
• utilisation tariffs for the grids notably cover

part of the connection costs, with the
balance not covered forming the object of
a contribution paid to the project owner of
the connection;

• this contribution may be calculated based
on a price list;

• these lists are set according to the prin-
ciples decided jointly by the ministers for
the Economy and Industry, following
consultation with local authority represen-
tative organisations (FNCCR) and CRE
opinion;

• franchise contracts for public energy dis-
tribution and public corporations service
rules are to be made to conform to the
inter-ministerial decree within six months.

In cases of transmission grids, under article
61 of the UH law (modifying article 14 of the
law passed on 10 February 2000), the party
requesting a connection must pay a contri-
bution, which can be calculated based on
fixed price lists, in accordance with the prin-
ciples decided jointly by the ministers for
the Economy and Industry, based on CRE's
proposal.
CRE will ensure that the system operators
do not receive an amount greater than the
realisation cost of the equipment necessary
for the connections to the grid, through the
combined use of public grids utilisation
tariff, urbanism tax legislation and direct
invoicing of the party having requested the
connection.

5>CRE: an active member of the
European Council of Energy
Regulators 

The establishment of an internal electricity
market within the EU requires a deep
cooperation between regulators, as well as
with the European Commission, to promote
the harmonisation of technical rules and
procedures, which form barriers to cross-
border energy exchanges. The Member
States' specialised regulators have joined
forces to form the CEER. CRE has been
appointed to lead the technical taskforce
responsible for studying and proposing the
harmonisation of European transmission
system utilisation tariffs. This work notably
involves the following themes:
• comparison of the grid costs covered by

the transport tariffs within the different
European countries (tension areas mana-
ged by the transmission system opera-
tors, coverage of cost of losses, ancillary
services, remuneration of assets…);

• review of the invoicing principles for new
connections (deep cost* or shallow cost);

• evaluation of needs in terms of tariff
signals designed to incite new generators
to localise generation efficiently on the
continent, taking account of grid costs
and constraints;

• comparison of tariff models aiming to pro-
vide long-term signals to generators in
Europe;

• structure and level of injection stamps
invoiced to generators in the different
European countries

Given the risk of competition distortion bet-
ween generators, which could lead to an
inappropriate choice of injection stamps in
the different European countries, the CEER
annual meeting adopted a recommendation
on 2 March 2004, aimed at the European
Commission. The CEER considers that, to
reduce the risk of distortion, injection
stamps should only be based on the ener-
gy injected and their amounts should be
low enough so as not to substantially affect
the economic merit order of the generation
units on the market in question.
CRE is also active in the integration of bala-
cing mechanisms on a European level,
within the CEER working group responsible
for this issue. The group is responsible for
defining common objectives and major
areas of action. The limits and incompatibi-
lities between systems are analysed, in
order to make joint proposals to regulators
for the development of cross-border balan-
cing energy exchanges.

National grid operating centre (CNES) in Saint-Denis
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Cross-border 
exchanges

1>No European market without
strengthening interconnections

Almost all electricity transmission infrastruc-
tures were built prior to the 1996 European
directive, in the context of integrated mono-
polies. They were therefore built in sizes
designed to ensure mutual assistance
among electricity companies, as a priority,
and allow long-term contracts to be fulfilled.
They are not generally suitable for facing the
increase in cross-border exchanges of elec-
trical energy, following the implementation
of the single market. The current capacities
(see figure 25, p.61) are quite removed from
the recommendations made by the
European Council of Heads of State and
Government in Barcelona in 2002, which
decided that interconnection levels for elec-
tricity systems between Member states
should reach at least 10% of their installed
generation capacity by 2005.
During these different discussions relating
to the transmission system investment pro-
gramme, CRE asked RTE to start the
necessary infrastructure reinforcements
quickly, with the priority being zones with no
particular technical difficulty linked to the
topography of the border zones (see figure
26, p.61). 

A. Since the launch of the new 400 kV
“Vigy - Uchtelfangen” line, the
capacity of interconnection lines
between France and Germany is no
longer holding back exchanges 

The launch in November 2002 of a new
400 kV line between France and Germany
(Vigy - Uchtelfangen), replacing an old one
which was no longer sufficient, allowed the
exchange capacity to be increased by
1000 MW between the two countries. It
also allowed for a reduction in congestion
costs towards northern Europe (the Vigy-
Uchtelfangen route was congested on
25 days in 2002, before the new link was
launched). Since the reconstruction of this

30 km long line, representing a cost of
€28M for RTE, interconnection lines bet-
ween France and Germany no longer res-
trict exchanges within Europe.
This investment helped to increase the safe-
ty of the European electricity grid, by increa-
sing exchanges not only with Germany, but
also with Belgium, Switzerland, and Italy.
However, the main limitations to energy
exchanges between France and other
European countries now result from the lack
of interconnection capacity with Belgium
and constraints on the French grid in the
Rhone valley and the Alps.

B. Reinforcements on the Franco-
Belgian border (Avelin-Avelgem) are
progressing

The development of exchange capacities
between France and Belgium is a priority for
facilitating exchanges within continental
Europe (Germany, Austria, Benelux,
France). The works, which involve short dis-
tances (10 to 20 km), are designed, by
2006, to increase the exchange capacity
between the two countries by over
2000 MW, taking it to more than double its
current value.
The first part of the studies, which involves
analysing the situation in winter, let to the
start of work to double the Avelin-Avelgem
line, installing a second group of conduc-
tors for the transport of three-phased cur-
rent at 400 kV, for a cost estimated by RTE
at €13M. This project has entered its ope-
rational phase and should be finished by the
end of 2005. 
These works, along with the reinforcement -
still in the planning stage - of transformation
capacities (reinforcement of 400/225 kV
Mazure transformation station), could
enable contractual flows from France to
Belgium to increase from their current level
of 2,250 MW to 3,400 MW, in winter.
A second series of studies, based on an
analysis of the situation in summer, confir-
med the value of developing a double
400 kV line, on the Moulaine-Aubange line,
for a cost estimated by RTE at €21M.

22
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Figure 25 > Interconnections:
winter NTC 2003-2004 in MW

Figure 26 > Interconnections: plans
and recent realisations
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C. Spain: better integration of Spain
into the internal electricity market,
requires the creation of a 400 kV “la
Gaudière - Baixas - Bescano” line 

The French and Spanish system operators
have set themselves an initial interconnection
objective of at least 2,600 MW of commercial
capacity between the two countries,
compared with the current levels of 1,400
MW in winter and 1,200 MW in summer. The
current levels are quite far removed from the
recommendations made by the European
Council at the Barcelona summit.
RTE and Red Eléctrica de España (REE*) are
working on a joint project to involve:
• works to reinforce the existing La

Gaudière-Baixas line, along 70 km of
French coastline and 40 km of Spanish
coastline;

• the construction of a new 400 kV line bet-
ween Baixas and Bescano;

• the creation of a substation to power the
future TGV line.

The cost of the operation is currently esti-
mated at €136M for RTE. The public deba-
te on the project, which was held from
March to June 2003, did not however end
with a consensus, notably regarding the
route that the line should take.
RTE and REE have therefore launched
again their studies, to suggest additional
options, in preparation for a new consulta-

tion. The new route is due to be launched in
late 2006 or early 2007.
Also, following the requests made by the
French and Spanish governments during
the summit on 11 October 2001, RTE and
REE are looking at solutions allowing them
to achieve a 4,000 MW interconnection
capacity in the medium term.

D. Italy: plans for private lines 
Exchange capacities between Italy and
France are currently 2,650 MW. 2003 was
marked by the launch in Italy of a procedu-
re enabling Italy's import capacities to be
increased, using private funding. In exchan-
ge for their investment, 80% of the inter-
connection capacity will be allocated exclu-
sively to the investors for ten years.
The Italian transmission system operator
has published the list of projects pre-selec-
ted at the end of the first phase. Three of
these projects involve the Franco-Italian
border:
• the direct current line between Grande-Ile

and Piossasco, for a capacity of
1,000 MW, using the infrastructures of the
Fréjus tunnel;

• two 132/150 kV links between Briançon
and Oulx and Villarodin and
Bardonecchia, for an expected power
level of 60 to 100 MW.

On the French side, the public debate held

in early 2003 enabled progress to be made
in the project to reinforce the line between
Lyon and Chambéry, which is needed for an
increase in capacities between France and
Italy. The least impact zone* has been vali-
dated and the public utility declaration
application (DUP) was submitted by RTE on
2 June 2004.

2>Report on dysfunctions
observed on the European grids

Three large-scale electrical black-outs
occurred during the months of August and
September 2003, on European electricity
grids. They involved the city of London,
southern Scandinavia and Italy.
Unlike the incidents in California in 2000
and 2001 (see page 64), these incidents
were mainly due to technical causes, similar
to other incidents which occurred prior to
the implementation of the European directi-
ve in 1996. Analysis of these incidents
reveals the existence of human or equip-
ment errors, resulting from either the unsui-
tability of technical operating or design
rules, or the violation of these rules. The
process of opening the European markets
to competition, which until now has mainly
led to a moderate increase in cross-border
flows, can not be responsible for technical
faults of this nature. Additionally, the largest
of the events which took place in Europe,
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originated in Switzerland, which is the only
country in continental Europe to have kept
the traditional integrated vertical structure in
its electricity sector.

The analysis of the main causes of the
black-outs of 2003 (negligence in system
maintenance, errors in determining the grid
situation by dispatchers, equipment faults)
reveals similar causes to those of the twel-
ve major black-outs recorded from 1975 to
1995. Italy, in fact, experienced four major
black-outs in this period (1978, 1989, 1993
and 1994) and the rest of Europe eight:
• 1978: France
• 1979: Sweden and Denmark + northern

Germany
• 1981: England, Spain + Portugal
• 1982: Belgium
• 1983: Greece
• 1987: Western France
The black-outs of summer 2003 prove that
a coherent organisation of the electricity
sector in each country and between the
countries of each interconnected grid* is
necessary for the operating safety of the
grids. Whatever their economic regime
(liberalisation decentralising generation
decisions or local monopoly centralising
generation decisions), the operation of
interconnected electricity systems requires:
• control areas*, pertinently defined, to

ensure the efficient application of the prin-
ciple of subsidiarity; 

• coherent technical operating rules, based
on a joint technical regulatory structure;

• coordinated management of flows, as
commercial transactions create flows out-
side the control areas of origin and desti-
nation;

• suitable exchanges of data, agreed in
advance, within a strict structure for these
exchanges of information.

A. London
On 28 August 2003, late afternoon, 20% of
supplies to the city of London were suspen-
ded for approximately half an hour. Three
275 kV substations suffered a total or par-
tial loss of supply, which notably heavily
affected the running of the underground
and tram networks.

Due to maintenance works, only two of the
four lines supplying these substations were
in service at the time of the incident. This
level of maintenance is common at this time
of year and had been planned well in
advance by National Grid and EDF Energy,
responsible for the subjacent distribution
system. Following the detection of a gas
leak, an alarm on a transformer led the ope-
rator to disconnect it from the grid and tem-
porarily open one of the two lines supplying
the substations. When this line was ope-
ned, the flow on the second line increased.
Although the resulting flow remained within
the technical limitations of the line, the line
did, in turn, open, following the activation of
an automatic protection which was not in
conformity with technical specifications.
This lack of conformity was the result of an
error in calibration, made during a routine
maintenance operation. This activation led
to the black-out, due to a domino effect, as
the protections on other elements overloa-
ded functioned correctly.

B. Scandinavia
On 23 September 2003, the southern areas
of Sweden and eastern Denmark, including
the capital, Copenhagen, were left without
electricity during the afternoon. 4.2 million
people were affected by this black-out.
Due to a major maintenance programme,
southern Sweden was being powered
mainly from the centre of the country and,
to a lesser extent, from eastern Denmark.
The load level for the lines was well within
limits. The Swedish grid was, in fact, desi-
gned to transport hydro-electric power pro-
duced in the North to central and southern
regions.
The loss of a generator on the south-east
coast, following a valve fault in a cooling cir-
cuit, worsened the situation in the South.
A few minutes later, the rupture of an insu-
lator on the west coast caused a short cir-
cuit on a double busbar and the loss of four
400 kV lines : two lines linking the South of
Sweden to the Centre, and two lines
connecting two major generators to the
grid. This scenario had never been dealt
with in safety studies, as the flow was well

The black-outs of summer
2003 prove that a coherent

organisation of the electricity
sector in each country and

between the countries of
each interconnected grid is
necessary for the operating

safety of the grids
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within the tolerable levels for this equip-
ment. The incident separated the South of
Sweden and East of Denmark from the rest
of the grid, leading to a major deficit in
generation, which caused the black-out.
The cause of the incident was therefore
technical and independent of the institutio-
nal context.

C. Italy
On 28 September 2003, Italy had to deal
with the disconnection of its national grid
from the rest of the synchronic UCTE grid*
(Union for the Co-ordination of Transmission
of Electricity) overnight. This large-scale
incident (57 million people were affected by
this black-out) was caused by simultaneous
losses of transport facilities on the Swiss
transmission grids.
Shortly after 3 a.m., an initial line was dis-
connected on Swiss territory, after striking a
tree, although transits at the time were
within the technical limits for this line. After
the tripping a neighbouring Swiss line took
over a significant part of the power flow and
was highly overloaded. The Swiss integra-
ted electricity companies failed to correctly
evaluate the seriousness and urgency of the
situation and this overload continued, cau-
sing the collapse of the line, which then dis-
connected at 3.25 a.m., following another
sparkover with a tree. As a result of the
increased flows, numerous lines were acti-
vated close to the Italian borders, isolating
the peninsula and several border areas in
France and Switzerland from the rest of the
European synchronic grid. The deficit in
generation resulting from the stoppage of
imports led to a drop in frequency which,
despite load shedding, could not be contai-
ned due to the tripping of generation units.
At 3.28 a.m. the whole of Italy, except for
Sardinia, was without electricity. Certain
regions in the south of the country suffered
from loss of power for almost 20 hours.
Following these events, CRE and its Italian
counterpart AEEG* jointly ordered an inde-
pendent investigation, with the technical
assistance of experts from the Politecnico
de Milan (Electro-technical Department) and
the Ecole Supérieure d'Electricité de Paris.

The results of this investigation, finalised on
23 April 2004, reveal that during the night of
27 to 28 September 2003:
1/ the Swiss transmission system operators

had not sufficiently prepared the preven-
tative measures necessary to guarantee
grid security and ensure supply to the
European electricity system;

2/ the Swiss integrated electricity compa-
nies did not follow the rules set by the
UCTE;

3/ following the accidental loss of the Swiss
Lukmanier line (380 kV), the Swiss trans-
mission system operators took inappro-
priate action and under-estimated the
corrective action they should have asked
the other transmission system operators
concerned to take. These operating
errors led to the loss of the Swiss San
Bernardino line (380 kV), which put the
interconnected electricity system into a
situation of uncontrolled failure.

Based on these conclusions, the two regu-
lators considered that:
1/ Adhesion to new rules should be obliga-

tory and should be controlled, notably
through the creation of an energy sector
regulator in each country;

2/ coordination between transmission sys-
tem operators should be reinforced for
the preparation and operating in real time
of interconnected grids;

3/ a regulatory and regulative structure
coherent with that of the European Union
should be implemented in Switzerland,
to ensure operating and supply security
within Europe.

To ensure the application of these recom-
mendations, the two regulators have deci-
ded to work in close collaboration with the
CEER and the European Commission.

D. The CEER's action 
The European energy regulators cannot
remain indifferent to the technical quality of
the service provided by the electricity
transmission systems. Article 9 of the
directive published on 26 June 2003 clearly
states that transmission system operators
should contribute to security of supply by
providing enough transmission system
capacity and reliability of operation.
In accordance with the conclusions of the
10th European Electricity Regulation Forum,
which was held in Rome in July 2003, the
regulators have started to examine plans for
technical operating rules, currently being
drawn up by the UCTE, to evaluate their
contribution to improving the security of the
European grids and their compatibility with
the development of cross-border exchanges.

225,000 Volt electrical substation at Portet-Saint-Simon, near Toulouse

       



Synopsis of the Californian 
energy crisis 

In 2000 and 2001, California experienced a serious
crisis in its electricity sector (considerable price
increases, penury of resources leading to numerous
customer power failures, multiple bankruptcies of
firms working in the electricity sector, etc.), leading
the State of California to declare a state of
emergency. It later blamed the reforms of the
electricity market implemented two years earlier.

Many factors were involved in this crisis, both
conjectural and structural.

Among the conjectural factors were the high rise in
the price of gas, due to insufficient reserves, the low
level of hydro-electric reservoirs in California and
the North-West of the United States during the
summer of 2000, and a particularly high level of
electricity consumption.

Among the structural factors which contributed to
the crisis, many experts have mentioned:

• the major structural imbalance between electricity
supply and demand (over 25% of electricity
consumed in California were coming from
neighbouring states);

• the complexity of administrative procedures, the
numerous environmental constraints and strong
local opposition, which have discouraged new
competitors from entering the market and limited
the level of investment in both the production and
transmission sectors;

• the numerous design errors in the market
operating model, during the 1998 reform.

In the international context of market deregulation,
this last factor was widely used as a reminder that
the correct choice of organisation made for an
electricity market, generally the responsibility of
the specialised regulator, cannot be made without
taking account of the structure of the electricity
industry.

The 1998 reform thoroughly altered the short-term
running of the market, without taking account of the
medium- and long-term consequences of such an
operating method, especially the supply/demand

balance. From a market structure, including
vertically integrated operators (generation,
transportation, distribution, supply), California
switched to a decentralised market structure, with
an independent system operator (CAISO), a
compulsory wholesale market and traditional
distributors obliged to sell off the majority of their
generation facilities.

The obligation for the traditional distributors to sell
of the majority of their generation facilities was
designed to encourage the entry of new generation
companies into the market and to create loyal
competition between them, with the aim of lowering
wholesale prices. The requirement to go through a
wholesale market aimed to involve the largest
possible number of players in the formation of
prices on the market, to reduce possible price
manipulation by a dominant player. Experience has
shown that the mechanisms implemented did not
prevent manipulations from occurring. These were
not the work of one dominant player, but a coalition
of resellers*, including the ENRON company, which
now no longer exists.

This new market organisation, combined with the
various conjunctional and structural factors listed
above, resulted in distributors becoming extremely
sensitive to price volatility on the wholesale market
and market power being used by certain generation
companies. This sensitivity was even greater, given
that the traditional distributors, obliged to purchase
their electricity through the wholesale market, had
no means of passing the price increases onto the
retail market, which remained regulated to protect
small customers.

Several experts warned of this situation before the
crisis started. That did not, however, lead to any
corrective measures being taken in the Californian
electricity market organisation, due to the
dispersion of responsibilities between the different
control and regulative authorities, and their lack of
coordination.

The Californian electricity system crisis in 2000-
2001 was therefore the result of institutional failures,
which weakened the system and left it unable to
react efficiently to a situation of relative penury,
which is rare, but possible.
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3>Towards more fluid exchanges

A. Export tax has been abolished, 
as of 2004

With the agreement of the European
Commission, the European transmission
system operators set up a system in 2002
to compensate transit flows, to which each
operator must make a financial contribu-
tion. For most EU countries, this meant the
application of an export tax of €1/MWh in
2002, which was then reduced to
€0.50/MWh in 2003.

France was one of the only contributors to
this compensation fund having refused to
create this additional obstacle to
exchanges. The charges payable by RTE
were included in the public grid access
tariff, and therefore shared equitably bet-
ween all users of the French grid.
For 2004, at the request of the European
Commission, all European transmission
system operators have agreed to abolish
this export tax. However, a charge of
€1/MWh remains payable for injections ori-
ginating in countries bordering the ETSO
(European Transmission System Operators)
zone.

Figure 27 > The European market: a
juxtaposition of national
markets

Comments:

In Spain, taxes are applied to cross-
border exchanges, notably the
'garantia de potencia', whose
impact on exchange prices is shown
as      . 
However, imports do not benefit
from remuneration by the 'garantia
de potencia'.

The impact on exchange prices is
shown as     .

In Switzerland (in red), third-party
grid access is not allowed. Access
conditions are negotiated with no
transparency. The price resulting
from these negotiations is not made
public. The length of the arrow is not
proportional.
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B. The methods for allocating available
interconnection capacities must be
made suitable for the markets

The methods for allocating available inter-
connection capacities must be designed to
take account of the actual structures of the
markets between which these capacities
will be used for exchanges. The virtues of
economic efficiency, attributed to trade
mechanisms such as auctions, where com-
petition is pure and perfect, are not always
applicable in the real electricity markets -
low response in terms of demand to short-
term prices, high concentration of offer,
local market power invoked by congestion
on the transmission grid.
Figure 27 shows the differences in cost for
use of interconnections within Europe. The

Source: CRE
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arrows on the graph represent the impact of
the various charges collected in the event of
a cross-border transit, based on an annual
band transaction between the two coun-
tries. These costs were calculated for 2003,
based on the access prices published by
the transmission system operators. They
include the contribution allocated to exports
under the ETSO agreement, which still exis-
ted in 2003 (€0.50/MWh), where this
applied directly to the operators. Where
interconnection capacities were allocated
by auction, the annual auction value was
used.
To encourage the development of a single
market, the main objective remains establi-
shing, coherent, effective and thorough
market rules within the regional markets
involving several EU countries. These rules
must include an interconnection reinforce-
ment programme, the setting of market
operating conditions in real time - coordina-
tion of operating decisions among TSOs,
compatibility of balancing mechanisms, re-
dispatching, management of reserves and
ancillary services… They must guarantee
maximum usage, and not partial usage like
at present, of the capacities technically
available. They must also create a structure

which encourages demand to participate in
flow management. Finally, they must imple-
ment wholesale market rules, which take
account of the market power which certain
major players may have. 

C. Information regarding grid status
must be improved

Informing market players of grid status is a
fundamental condition for the economic
efficiency of competition. Figure 28 show
the increase in organised marketplaces and
balancing mechanisms, which improve
market transparency on D-1 and in real
time. Despite some progress, the degree of
transparency of the interconnections
remains disparate.
This map shows how informed players are,
based on three criteria: transparency of
wholesale prices, characterised by the exis-
tence of an organised market, transparency
in day-to-day balancing management bet-
ween supply and demand, characterised by
the existence of a non-discriminatory balan-
cing mechanism, the quantity of information
available on the use of interconnections
(prior publication of capacities available to
players, subsequent publication of capaci-
ties requested by players, capacities effecti-
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Comments:

The degree to which market players are
informed on the use of interconnections was
estimated based on the recommendations
made by the CEER in 2003: publication of
capacities existing, proposed, requested,
allocated, and used, for all interconnections
and all allocations.

For the Scandinavian countries in particular,
transparency is high for interconnections
between Nordel* countries, but low for
under-sea connections with Germany and
Poland. Transparency is therefore partial. 

Figure 28 >
Degree of information of
market players in Europe
at the start of 2004 (hubs,
adjustment mechanisms,
information on
interconnections)

Source: CRE
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vely allocated and capacities actually used).
The application of the CRE recommenda-
tions by RTE means the French grid's
access and operating conditions have one
of the highest levels of transparency in
Europe:
• all information published by RTE is avai-

lable on its website;
• the data formats used allow users to

import them into their own software,
without the need to develop specific
conversion tools;

• logs of all data published by RTE are avai-
lable on its website for at least five years;

• RTE's grid load predictions are available
on its website for D-1, D-2 and the week
to come, as well as the actual load obser-
ved;

• Daily and weekly predictions of intercon-
nection capacity availability, a schedule of
works liable to affect interconnections,
logs for each border showing available
capacity, total nominations received, total
access requests received and total
access authorisations accorded, are avai-
lable on its website.

At CRE's suggestion, the CEER has stres-
sed the importance of transparency in all
EU countries and published a recommen-

dation to this effect on 1 October 2003. It is
the national regulators' responsibility to
ensure that this recommendation is applied
in their respective countries and it would be
preferable if the European Commission took
it into account.

D. Coordination between grid
operators must be strengthened

Due to the laws of physics governing ener-
gy flows on the interconnected grids, any
modification in French injection has an
impact on the German grid. Likewise an
energy exchange between Switzerland and
Italy can cause congestion on the French
grid.
Currently, access rights to interconnections
are allocated by the operators of the grids
concerned, sometimes jointly (France-
Belgium, France-Italy, France-UK) and
sometimes unilaterally (France-Spain,
France-Switzerland, France-Germany), with
no real consultation with thegrid operators
of other grids subject to the effects of the
use of these access rights.
As a result, for certain interconnections,
large, unexpected variations can occur in
the commercial capacity made available to
market players.

This can also lead to increases in the grids'
operating margins and, therefore, reduc-
tions in the volume of commercial
exchanges scheduled. Without strengthe-
ning operating coordination between the
TSOs, these difficulties will inevitably increa-
se with the development of activity on the
wholesale market and cross-border energy
exchanges.
Coordination between TSOs must lead par-
ticularly to a jointly-determined split of
exchange capacities across the intercon-
nected grids. Certain players suggest that
this split should aim to match the physical
flows to the sales nominations. This propo-
sal is unworkable, as differences are inevi-
table between physical and commercial
flows in a meshed grid (see figure 29). The
only way to attain this objective would be to
“unmesh” the transmission systems, lea-
ding, on the one hand, to a major reduction
of commercial exchange capacities and, on
the other hand, to a weaker reliability of the
transactions due to a deficient mutualisa-
tion of ancillary services and emergency
exchange capacity between TSOs.
In reality, it is each TSO's responsibility to
take account of the impact of all exchanges
nominated on the physical flows, which

B

A C
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Line BC       XBC = 10 Ω

Line AC       XAC = 30 Ω

Figure 29 > Physical flows and commercial flows: equality impossible

AC exchange only

AC and BC exchanges

BC exchange only

B

A C

20 Ω

1000 MW2000 MW 2000 MW

1000 MW1000 MW

10 Ω

30 Ω

2000 MW
programme

B

A C

20 Ω

1500 MW2000 MW 5000 MW

3500 MW500 MW

10 Ω

30 Ω

B

A C

20 Ω

500 MW 3000 MW

2500 MW

3000 MW

3000 MW

500 MW

10 Ω

30 Ω

2000 MW
programme

3000 MW
programme

3000 MW
programme

The physical flows on an interconnected system are
the result of its topology and the spread of injections
and withdrawals. The algorithm which allows the
TSOs to determine the physical flows on their grids,
in advance, is based on the determinist laws of phy-
sics (Kirchhoff's laws).The diagram below shows that
it can not ensure equality between the physical and
commercial flows.
The example shows three countries (A, B and C). For
clarity, the lines connecting them are assumed to be
purely indicative.

When countries A and B export to C, according to
the following commercial schedule, the physical
flows are split between the lines, in proportion with
the lines' impedance.

The figure below shows how the flows are split, according to whether
only A,

          

C exchanges or only B,

  

C exchanges or all exchanges are
made.

From to Exchange scheduled

A C PAC=2000 MW

B C PBC=3000 MW

This example shows that in
a meshed grid, physical
and commercial exchanges
cannot be equal, except
fortuitously.

Source: CRE
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requires information on nominations to be
shared sufficiently ahead of use by all TSOs
from the same interconnected zone, in real
time, which respecting commercial confi-
dentiality conditions.
Given the structure of the French electricity
market, unrestricted access to the balan-
cing mechanism for players from neighbou-
ring countries, via the interconnections, is a
key element in developing competition.
Feedback from the first year of operation
proves the importance of the participation
of this category of players.
CRE has requested that RTE opens the
balancing mechanism to Spanish players,
with effect from 1 November 2004. This
deadline was also requested by CRE for the
application of the possibility offered to IFA
users to submit balancing offers to RTE,
within the limit of their acquired capacities.
For interconnections with Belgium, Italy and
Germany, CRE has asked RTE to work with
the transmission system operators concer-
ned to ensure this opening takes effect
during 2005. 

4>Managing interconnections
between France and
neighbouring countries

A. France-UK 
In order to increase the reservation ratio for
the 2000 available MW on the direct current
interconnection between France and Britain,
since February 2004 the operators of the
French and British grids, RTE and NGC*,
have been offering two new reservation
durations: weekend and season, in addition
to the three-yearly, annual, quarterly, monthly
and daily reservations already available.
On 1 December 2003, the two operators
also signed a contract, with the agreement of
their respective regulators, for the mutual
exchange of reserves. This contract provides
an additional tool, available to both grid
operators, to enable them to benefit from
the surplus reserves of the neighbouring grid
operator, in the event of a problem affecting
the generation/consumption balance on its
own grid. The link of this contract with the
balancing mechanism doesn't allow,
however, the optimal utilisation of the
interconnection. Exchanges of electricity
between system operators can only be used
as a last resort, i.e. when one of the two

grids can no longer summon up enough
facilities in its zone and has declared itself to
be in downgrade mode.
To improve use of this interconnection, CRE
asked RTE to implement an intra-day
allocation for commercial exchanges in 2004,
with NGC, initially, and later a mechanism
allowing players on the UK/French market
to make offers directly on the French/English
grid.

B. France-Belgium
At the request of CRE and the Belgian
regulator (CREG*), in autumn 2003, the
transmission system operators in the two
countries (RTE and ELIA) improved the
interconnection management procedure
between France and Belgium. The
minimum capacity utilisation rate to
maintain order of priority increased from
65% to 75% on 1 November 2003.
Over the period 2003-2004, a notable
increase was achieved in the average volu-
me of capacities offered to players. Strong
daily variations have been observed in this
capacity, which prevent users of the inter-
connection from taking full advantage of
this additional capacity to agree medium-
term contracts.
Additional improvements are currently being
considered:
• increased interconnection capacity, so as

to guarantee a minimum capacity on a
monthly basis in 2004 and a monthly or
annual basis in 2005;

• introduction of an intra-day market based
allocation for ;

• development of balancing cross-border
energy exchanges;

• improvement of management procedures
to enable better use of knowledge of the
grid status acquired at D-2 and D-1 for
daily and intra-day allocations;

• implementation of a coordinated joint pro-
cedure to calculate capacities for different
time frames, based on an increased
exchange of data between ELIA and RTE;

• abolition of the import tax charged by
ELIA to users of the Belgian grid.

C. France-Germany
With the exception of the renovation, in
November 2002, of the Vigy-Uchtelfangen
line and the publication of additional infor-
mation by RTE, no significant improvement

The grids' technical
operating rules have a

considerable impact on
commercial exchange

conditions and therefore
on competition
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was recorded over the year 2003-2004, on
this border, which in fact provides an inter-
face between the two largest electricity
markets in the European Union. In particu-
lar, the steps to be taken in order to open
intra-day gates, accessible to all players in
the German market, which would allow
balancing energy exchanges between the
two countries, have still not achieved a
positive result.
Due to the lack of an electricity market
regulator in Germany, improving intercon-
nections management between France and
Germany is dependent on the good will of
the transmission system operators.
Now, the organisation of the German elec-
tric transmission system does not allow the
real independence of its operators to be
guaranteed, with respect to the electricity
companies, of which they are 100% subsi-
diaries.
The entry into application on 1 July 2004 of
the directive passed on 26 June 2003
imposes the appointment of a regulator in
Germany, whose work will hopefully help to
develop the transparency and fluidity of
energy exchanges between the two coun-
tries.

D. France-Italy
At the request of CRE and the Italian regu-
lator (AEEG), the French and Italian trans-
mission system operators (RTE and GRTN*)
renewed their joint annual interconnection
capacity allocation for 2004, on a pro rata
basis, according to demand from eligible
Italian customers, up to their annual
consumption. This measure is designed to
avoid speculative demands out of propor-
tion with actual needs. The capacity alloca-
tions for 2004 have therefore enabled
seventeen independent suppliers to access
the interconnection, which makes the Italian
border one of the most open infrastructures
to competition within the European Union.
In order to improve the degree of utilisation
of available capacities on the France-Italy
interconnection, the French and Italian
regulators have asked the two TSOs to
consider the opportunity of implementing
an implicit allocation mechanism in 2004, to
handle daily exchanges between the orga-
nised markets which exist in the two coun-
tries.

E. France-Spain 
Developing interconnection capacity alloca-
tion conditions between France and Spain
is made particularly delicate by the very
strict controls on these conditions imposed
by Spanish law. It is only currently possible
to make unilateral modifications to rules,
compatible with Spanish regulations. In a
communication published on 10 October
2003, in response to the wishes expressed
by many users of this interconnection, CRE
asked RTE to limit the maximum power
level for each transaction to 25 MW, from
1 November 2003, as with the German and
Swiss borders. The following issues must
be dealt with as soon as possible between
the system operators in the two countries
and the competent Spanish and French
authorities:
• completion of grid reinforcements, allo-

wing the available interconnection capaci-
ty for transactions between France and
Spain to be increased, (currently limited to
1,400 MW in winter and 1,200 MW in
summer);

• use of a capacity allocation mechanism,
coordinated jointly by RTE and REE, and
better suited to the market situation in
both countries;

• prompt installation of intra-day gates.
In late 2003, RTE also started talks with its
Spanish counterpart (REE) and the opera-
tors of the organised French and Spanish
markets 'Powernext and OMEL) with a view
to improving access conditions for
European market operators to the France-
Spain interconnection. This involves dra-
wing up a coordinated capacity allocation
proposal, in conformity with the terms of the
European regulation passed on 26 June
2003. The solution envisaged would combi-
ne an explicit allocation for bilateral
contracts (annual, half-yearly, monthly, D-1)
with an implicit allocation by the organised
markets for infra-daily transactions. Such a
solution could be operational in early 2005,
on condition that the electricity market
organisation is adapted in both countries.
In 2004, CRE started discussions with the
Spanish regulator (CNE*) and the different
market players, to examine the possible
advantages of developing balancing energy
exchanges on the interconnection between
the two countries. 

5>CRE's action within the CEER
The technical grid operating rules have a
considerable impact on the commercial
exchange conditions and therefore on com-
petition.
UCTE has started to write the UCTE
Operational Handbook, a document sum-
marising all rules and recommendations
which have been developed, since the
1950s, for the running of the interconnected
continental system.
In July 2003, the CEER set up a working
group responsible for identifying possible
interactions between these technical rules
and the market mechanisms. This group is
also responsible for ensuring that these
rules are applicable and examining their
consequences on the fluidity of cross-bor-
der exchanges, as well as the development
of the internal electricity market.
CRE also helps to run the CEER working
group responsible for formulating recom-
mendations to the European Commission
for congestion management and market
integration. The work of this working group
aims to define the application conditions for
the terms of the European ruling passed on
26 June 2003, relating to cross-border
electricity exchanges. They deal in particu-
lar with the development of intra-day cross-
border exchanges and the integration of
balancing mechanisms.
More generally, CRE participates in CEER
working groups which, during the period
covered by this report, dealt with:
• establishing joint rules between regulators

and European transmission system ope-
rators for the reinforcement of intercon-
nection grids and the handling of new
interconnections;

• defining criteria to be met by the compen-
sation mechanism between TSOs for
receipt of cross-border electricity flows
created by the European law passed on
26 June 2003;

• controlling the interconnection capacity
calculation methods used by transmission
system operators.
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Unbundled accounting
principles

Under article 25 of the law passed on
10 February 2000, EDF has separate
accounts for generation, transmission, dis-
tribution and other activities. CRE ensures
that the imputation rules, accounting
scopes and principles determining financial
relationships between activities do not allow
any discrimination, cross-subsidies or
manipulation of competition.

1>The second EDF account audit
As for the 2000 unbundled accounts, CRE
carried out an in-depth examination of
EDF's 2002 accounts, to ensure they
conformed to the account unbundling prin-
ciples set in its decision of 15 February
2001.
The examination of the 2002 accounts took
place from April 2003 to January 2004 and
led to the publication of a communication
by CRE on 4 March 2004.

A. The organisation of the audit

a_LEGAL CONTEXT

The EDF unbundled account audit was car-
ried out in accordance with article 33, sub-
paragrah 1, of the amended law passed on
10 February 2000, which allowed CRE the
right to “collect all information necessary to
fulfil its missions”.
For this purpose, CRE has a right to access
accounting data, as well as any economic,
financial or social information required to ful-
fil its mission.

b_OBJECTIVES

CRE had three objectives:
• to ensure unbundling principles were

applied correctly;
• to ensure the correct imputation, with

regard to pricing objectives, of expenses
to the different activities (production,

transportation, distribution, other activi-
ties), in order to calculate the amount of
electricity transmission and distribution
expenses to be covered by network
access tariffs;

• to ensure that EDF followed the recom-
mendations made by CRE following the
examination of its unbundled accounts in
2000. 

The correct imputation of expenses to each
of the separate activities provides a guaran-
tee, firstly, that the network utilisation tariff
reflects network costs and, secondly, that
no separate activity benefits from cross-
subsidies.

B. Results
Altogether, the 2002 account audit led to a
reduction in EDF expenses and financial
remuneration accountable to transmission
and distribution activities by €245.8m
(compared with almost €600m following
the 2000 account audit), i.e. 2.4% of the
total expenses covered by the network utili-
sation tariff. The expenses for the transpor-
tation activity were reduced by €109.3m
and those of the distribution activity by
€136.5m.
The corrections requested involved four
kinds of adjustment: 
• balance sheet adjustments: CRE realloca-

ted asset and liability elements which
were incorrectly split between the
unbundled activities. The adjustments
made to the balance sheet totalled
€2.22bn and their net effect on the balan-
ce sheet amounted to €131m. These
adjustments let to a reduction of €12.2m
in the financial remuneration allocated to
grid activities;

• adjustments to the capital employed
base: other corrections than those made
to entries in the balance sheet reduced
the financial remuneration allocated to the
grid activities by €26.1m. This included
the exclusion of the remuneration base for

33
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three accounting elements: staff loans,
accrued interest and loan repayment pre-
miums;

• reallocations of expenses and incomes :
the adjustments made, at CRE's request,
to accessory expenses and incomes,
came to €152.9m, for a total amount of
expenses audited of €11,802m ;

• non-book adjustments for tariffing pur-
poses: these adjustments consisted of
excluding certain categories of deprecia-
tion from the expenses to be covered,
such as re-evaluation depreciations,
depreciation based on the fraction of cost
price of fixed assets financed by subsi-
dies, depreciation of preliminary interests
from the charges to be covered by the
tariffs and provision for social charges on
end of career indemnities (€54.6m).

C. Lessons learned
CRE has observed that EDF had, on the
whole, followed the recommendations
made on the occasion of the 2000 unbund-
led accounts audit. It asked EDF to apply
the principles and application conditions
given following the 2002 audit. It will take
these into account in future tariff changes.

2>Respecting account unbundling
principles

For the first time since its creation, CRE was
required, twice in the first half of 2004, to
settle a dispute between EDF and RTE
regarding the imputation of certain
expenses to the unbundled transportation,
distribution and generation activities.
CRE suggested, for each of the disputes
between EDF and RTE, an imputation in
accordance with article 25 of the law pas-
sed on 10 February 2000, which states that
CRE should ensure that the accounting
imputation rules “do not allow any discrimi-
nation, cross-subsidies or manipulation of
competition”.

A. Allocation to RTE of EDF's 2003
debt

CRE received a petition from RTE on
22 December 2003, following a first disa-
greement. This concerned RTE's allocation
of EDF's financial debt for 2003 and led to
a deliberation by CRE on 28 January 2004.
Financial relations between EDF and RTE
relating to debt allocation are governed,
since 2001, by an annual debt allocation
convention, reviewed each year by both
parties. For 2003, the differences in opinion
between EDF and RTE did not allow an
agreement to be signed.
The problem met by the two parties is nota-
bly based on the fact that RTE's financing
requirement in 2003 exceeded EDF finan-
cing for 2003. The existing convention, as
produced in 2002, could only be applied if
the EDF financing was greater than or equal
to RTE's financing requirement.
Furthermore, RTE did not want to be allo-
cated virtually the whole 30-year loan gran-
ted by EDF in February 2003.
CRE decided that RTE should be allocated
38.7% of the 2002 long-term financing lines
and 30-year loan granted in 2003, and
96.7% of the 2002 short and medium-term
financing lines.
It also asked both parties to alter the
conventional structure of their financial rela-
tions, until RTE's legal independence, to
cover RTE's future requirements with dedi-
cated financing.

B. Splitting of the additional €1.2bn
tax owed by EDF 

The second disagreement arose when split-
ting the charges owed to the State by EDF,
under the European Commission decision
of 16 December 2003, between the
unbundled accounting activities of trans-
mission, distribution and generation. This
charge was the result of a nonpayment by
EDF of corporate tax on part of the provi-
sions built up from 1987 to 1996 for the

renewal of the RAG, which became redun-
dant in 1998, following the acknowledge-
ment of EDF's ownership of RAG. This
charge totalled Û1.217bn, Û888.89m of
which was accounted for under equity,
charged to the retained earnings, and Û
328.24m on the profit and loss account,
under exceptional charges.
Based on the observation that, on
31 December 1997, the equity of the inte-
grated company* EDF had increased, due
to the reclassification of provisions recorded
under “franchiser's rights” as equity and
that, as a result, the capital increase benefi-
ted all of EDF's activities, including genera-
tion, CRE considered that all activities
should share the charge, proportionally to
their equity.
It decided, therefore, to split the repayment
charge (capital and interest) between the
transmission, distribution and generation
activities, proportionally to their capital as
shown in the unbundled accounts for 2000.
It therefore allocated 27.12% of the charge
to RTE, 16.53% to distribution and 56.35%
to generation.
CRE therefore ruled out the solution sug-
gested by EDF, which consisted of alloca-
ting the charge to only network activities,
proportionally to the value of provisions held
in 1997 under the transmission RAG, firstly,
and the distribution RAG, secondly.
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Content of the public
service

The law passed on 10 February 2000 sets
EDF and the non-nationalised distributors*
(DNN) the following public electricity service
missions:
• to contribute to the realisation of objec-

tives for the development of renewable
energy sources and cogeneration defined
in the decree relating to Pluri-annual plan-
ning of investments (PPI);

• to ensure national geographic pricing
equality;

• to help supply electricity to persons in dif-
ficulty.

1>Support measures for
cogeneration and renewable
energies

A. Obligation to purchase 
The obligation to purchase at a guaranteed
price is one of the support mechanisms for

renewable energy and cogeneration,
brought in by the law passed on
10 February 2000. EDF and the local distri-
bution companies (LDCs), except for other
suppliers, are subject to an obligation to
purchase, from producers who request this,
at regulated tariffs, electricity produced by
installations under 12 MW, using renewable
energy or using cogeneration techniques.
Installations built prior to the law of
10 February 2000 (not subject to a power
limit) are subject to negotiated purchase
contracts between the producers and EDF
(or the LDCs), based on contract templates
approved by the public authorities. 
The development of installations benefiting
from purchase contracts (under the purcha-
sing obligation or prior to this law) and
development objectives for these installa-
tions, given in the pluri-annual investment
plans (decree on 7 March 2003) are given in
table 6.

III_The public electricity service in the
regulated market
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CRE continues to
defend the tender

mechanism, which is
less costly and more

efficient in achieving
development objectives

set by the government

Branch Facilities Number of Facilities Number of PPI objectives: 
with a purchasing with a purchasing MW in service 

purchasing contracts purchasing contracts between 
contract end in place contract in place 1/1/2003 
2002 (MW) in 2002 2003 (MW) in 2003 and 1/1/2007

Cogeneration 4696 636 4726 650 +250 to +1500
Hydraulics 1034 1420 1158 1440 +200 to +1000
Household waste 465 58 525 65 +100 to +200
and similar 
Wind power 153 36 232 51 +2000 to +6000
Biogas 20 11 27 14 +50 to +100
Geothermal energy 15 1 15 1 +10 to +60
Biomass 0 0 0 0 +200 to +400
Photovoltaics 22 kW 1 249 kW 16 + 1 to +50

Table 6 > Purchasing obligations*: development of
facilities installed and PPI* objectives

Source: CRE
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EDF's declaration relating to 2002 revealed
an average electricity purchase price,
across all branches, of €69 / MWh, i.e. an
additional cost for the purchasing obligation
in 2002 of around €47 / MWh. In 2004, the
CSPE*, of which 72% was owed for pur-
chasing obligations, represented 5% of the
total electricity cost, without electricity tax,
for a private customer and up to Û 9,5% for
an industrial customer.
CRE published an unfavourable opinion in
2001 on certain regulated tariffs, including
the wind power and cogeneration tariffs.
Their level is much higher than total costs
and external costs avoided by these
branches. Furthermore, these tariffs allow
most producers to be widely remunerated.
For this reason, CRE continues to defend
the tender mechanism, which is less costly
and more efficient in meeting the develop-
ment objectives set by the government, as:
• it allows the best price to be obtained

through competition, to include subsidies
received. An illustration of this is the “Eole
2005” project, launched by the govern-
ment in 1996 and 1998, which allowed
a wind energy purchase price of
€47,5 /KWh to be achieved, compared
with the higher regulated price of
€80 /MWh;

• The public powers continue to manage
the volume of production capacities pro-
duced, can use the technology of the
equipment and have the possibility of
determining the geographical location of
projects. This allows both a land develop-
ment policy to be run and better manage-
ment of the level of acceptability of the
production units by the relevant popula-
tions.

B. The government has launched four
calls for tender

In order to meet the objectives set in the
pluri-annual scheduling of investments on
7 March 2003, the French government may
decide, under article 8 of the law of 10
February 2000, to launch calls for tender
when it considers that the development of
production facilities by the market or
through purchasing obligations is insuffi-
cient.

In accordance with the decree passed on
4 December 2002, CRE is responsible for
implementing the procedure. Based on
conditions defined by the minister, it pro-
poses draft specifications, which the minis-
ter may modify before publication,
responds to any questions from candi-
dates, receives, examines and scores appli-
cations, then announces an opinion on the
choice the Minister for Energy is planning to
announce.
During 2003, the Energy Minister asked
CRE to propose specifications for four ten-
ders relating to electricity production, based
on four types of installation: land-based
wind power, off-shore wind power, bio-
mass/biogas and combustion turbines in
Martinique.

The fours sets of specifications, which are
available on-line on the CRE website, are
similar in structure : tender context, general
conditions, proofs to be supplied by the
candidate, examination of applications,
major purchasing contract terms.
Price is the most important criteria in selec-
ting a bid. For tenders in mainland France,
CRE proposed that prices should be based
on a “market price plus bonus”, with candi-
dates bidding on the bonus. However, the
minister for Energy finally chose a fixed
price formula per MWh and launched the
four calls for tender, at the dates and accor-
ding to the terms shown in table 7.

Type Quantity Minister's CRE's Publication Deadline for
request position of tender receipt of 

notice applications

Biomass 200 MW
21/05/03 8/09/03 17/12/03 19/07/04

Biogas 50 MW
Off-shore 
wind power * 500 MW 11/07/03 16/10/03 11/02/04 13/08/04

Combustion 
turbine 40 MW 25/08/03 6/11/03 3/02/04 11/08/04
in Martinique
Land-based 
wind power 500 MW 15/12/03 16/01/04 23/04/04 30/10/04 (1)

(1) ) This date should be adjusted by three months following a rectification to be published in the EUOJ

Household waste incineration factory belonging to the Bordeaux Urban Community
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2>Non-interconnected territories* 
The principle of national equality of electrici-
ty sales tariffs to non-eligible customers
applies also to territories not interconnected
with the mainland continental network. EDF
and Electricité de Mayotte (EDM), who pro-
vide electricity supply as a public service
mission to these areas, therefore bear the
additional production costs which should
be compensated.
The areas concerned are Corsica, the
four French overseas departments
(Guadeloupe, Martinique, Guyana and
Reunion), the territorial authority of Saint-
Pierre-et-Miquelon, and three islands in
Brittany (Molène, Ouessant and Sein).
The departmental authority of Mayotte also
benefits from this principle of equality, since
the publication of the order on
12 December 2002. The progressive align-
ment of Mahorais tariffs with those of the
French mainland will take place within a
maximum of five years. The act passed on
12 September 2003 set the conditions for
aligning Mahorais public electricity distribu-
tion network utilisation tariffs to those of
mainland France. This act details four
annual stages for alignment.

Specific conditions for aligning sales tariffs
to non-eligible Mahorais customers have
not yet been defined. The act passed on
30 December 2002 set an initial base level
for these tariffs. 

3>Social conditions 
The decree relating to the first necessity
tariff, for which CRE gave a favourable
opinion in June 2002, was published on
10 April 2004. It is due to come into
application on 1 January 2005. The losses
of revenue to EDF, EDM and the LDCs due
to the introduction of this tariff will form the
object of compensation by the CPSE, as
provided for in article 5 of the law passed on
10 February 2000. The publication of this
tariff will also allow these suppliers to be
compensated for charges born due to their
participation in the system introduced to
help people in difficulty. In accordance with
the law, this compensation will be
calculated as a percentage of the loss of
revenue suffered, under the basic necessity
tariff. This percentage will be set by the
Energy minister.

Bagasse/coal power plant at le Moule (Guadeloupe)
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Public service 
charges

Under the law of 10 February 2000, each
year CRE calculates the cost of public ser-
vice charges for the coming year, the num-
ber of kilowatt hours put forward for contri-
bution and the resulting contribution.
In accordance with the law, public service
charges for 2004 are equal to the sum of
projected charges for 2004 and the diffe-
rence between charges observed in 2002
and the monies recovered that year. 

1>Charges in 2002 were €155m
higher than predicted 

In 2003, CRE made a definitive calculation of
the public service charges effectively born
by the operators in 2002. These charges
correspond, for EDF and certain LDCs, to
surcharges resulting from purchasing
contracts (purchasing obligations,
purchasing contracts prior to the law), as
well as - for EDF - Non-Interconnected Areas
production surcharges.
The operators' declarations were established
based on their appropriate accounting
procedures, controlled by independent
bodies approved by CRE. Appropriate
accounting techniques proved to be
particularly useful for analysing the charges
presented by operators and determining
precisely which surcharges should be
compensated.
Charges for 2002 were calculated at
€1461.2m for EDF and €7.2m for the LDCs.
These are €155m greater than the predicted
charges for 2002 which were based on the
information provided by the parties
concerned. 

A. Surcharges as a result of
purchasing contracts 

For 2002, EDF declared a cost imputable to
purchasing contracts (except Non-
Interconnected Areas) of €1567m, for a
volume of electricity purchased of 22 TWh.

This volume is 15% higher than estimated in
the 2002 budget, produced in late 2001,
with the difference mainly due to cogenera-
tion (+2,5 TWh).
For this branch, EDF's contractual commit-
ments in 2002 represented 4.8 GW of
power. This tends to confirm a slowing
down in the development of cogeneration,
following the strong growth observed bet-
ween 1998 and 2000. Analysis of pur-
chases made by EDF showed that produc-
tion from cogeneration units was limited to
the winter period (November-December
and January-March).
CRE carried out an analysis of EDF's decla-
ration of charges and an in-depth analysis
of the databases, on which the operator
based its own accounts. For each of the
contracts declared, CRE verified the cohe-
rency of the physical and financial data
appearing in these bases. Of the 2450
declared, the analysis carried out revealed
anomalies concerning several hundred
contracts. EDF has been asked to correct
these errors or anomalies and to provide,
for certain contracts, proof of its right to
compensation. The corrections and proofs
provided did not, however, allow the pro-
blems identified to be solved, leading CRE
to refuse the compensation of 53 contracts.
Altogether, CRE retained €1548m purcha-
sing costs for 2002. The cost avoided by
the corresponding purchase volumes,
based on market prices observed in 2002,
was taken to be €514m. The effective sur-
charge imputable to purchasing contracts
(except Non-Interconnected Areas) is, the-
refore, €1034m for 2002.
In Non-Interconnected Areas, the purcha-
sing surcharges resulting from contracts for
2002 came to €10m (€21m purchasing
costs, for €11m avoided costs*). These are
mainly the result of purchases made by EDF
from bagasse/coal producers.
The purchasing surcharge born by the
ELDs in 2002 came to €7.2m (the budge-
ted figure was €7m).

22

Charges in 2002,
calculated at €1461.2m,

were €155m greater than
the predicted amount
based on information
supplied by operators

                                         



Figure 30 > Origin of public service charges for 2004
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B. Production surcharges in
non-imputable zones

CRE verifies that the production surcharges
declared by EDF result only from the speci-
ficities of non-imputable zones and not from
poor management of production activities in
these areas.
To fine tune its evaluation of EDF's perfor-
mance in non-imputable zones, CRE refer-
red to the results of the international com-
parative study of electricity production
costs, carried out in 2003. The analysis per-
formed enabled the collection of a huge
amount of technical and accounting data
on production and the management of
insular electricity systems, in the EDF
centres concerned and from foreign insular
operators, situated in similar areas to the
French non-imputable zones, in economic
and electricity terms.
Using the information acquired, CRE was
able to evaluate the respective perfor-
mances of the operators studied.
After having verified if EDF's production
costs in non-imputable zones, as declared
for 2002 (€725m), could be imputable to
the quality of management of production
systems and insular electricity systems,
CRE used a definitive figure for 2002 of
€712m for production costs in non-impu-
table zones. The cost avoided was €302m,
and production surcharges born by EDF in
the non-imputable zones came to €410m.

2>Charges are up 19% in 2004 
on 2002

A. 72% of projected charges for 2004
are due to purchasing obligations

Projected charges for 2004 come to
€1536.4m. These were calculated by CRE,
based on 2002 declarations and projected
elements for 2004, provided by the opera-
tors (see figure 30). In the absence of the
publication of the decree setting the appli-
cation conditions for the social measures
introduced by the law passed on 3 January
2003, no projected charges linked to these
measures have been included for 2004.
72% of charges in 2004 are due to the poli-
cy to support renewable energy sources
and cogeneration: purchasing contracts
prior to the law of 10 February 2000 and
purchasing contracts under the obligation
to purchase at regulated tariffs from
10 February 2000.

a_PROJECTED SURCHARGES AS A RESULT

OF PURCHASING CONTRACTS FOR 2004

For 2004, the projected charges imputable
to purchasing contracts were calculated for
EDF at €1093m (€1981m purchasing
costs, for €888m avoided costs) and, for
the LDCs, at €14m (€31m purchasing
costs for €17m avoided costs).
Compared with the values declared by EDF
in 2002, purchasing costs (+ €393m) and
volumes purchased (+ 6 TWh) are to increa-
se by 25%. This increase is mainly due to
the inclusion in the calculation of charges of
SHEM's hydro-electric installations, firstly
and secondly, EDF's installations. The law
passed on 3 January 2003 states that
LDCs and EDF should now benefit from

49%

Production non-imputable zones

Contracts non-imputable zones

Cogen contracts
Hydro-electric contracts

Other contracts
LDCs + EDM

12%

9%
2%

27%

1%

Source: CRE

The 2004 CSPE
is up 36% on the

2003 CSPE
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compensation for their own equipment
used under the purchasing obligation.
However, the increase in purchasing sur-
charges in 2004, compared with the sur-
charges observed in 2002 was limited by
the increase in long-term market prices for
2004, which are used as a reference for the
calculation of avoided costs. The average
market price by volume for 2004 is
€30 /MWh, compared with €22 /MWh in
2002.
Projected purchasing surcharges for 2004
for LDCs are twice as much as in 2002
(€14m estimated for 2004, compared with
an actual figure of €7m in 2002). This
increase is mainly the result of an increase
in purchasing from independent producers.
Compensation for LDCs' own installations
only contributes slightly to this increase.

b_PROJECTED SURCHARGES FOR

PRODUCTION IN NON-IMPUTABLE ZONES

FOR 2004

EDF's projected surcharge in non-impu-
table zones is estimated at €419m for
2004. This amount is slightly greater than
the figure calculated by CRE for 2002
(€410m). The effects of growth in annual
consumption (+5%) appear to be compen-
sated for by an increase in EDF's producti-
vity in these zones.
Projected surcharges to be born by
Electricité de Mayotte in 2004 come to
€9.8m, compared with €3.8m in 2003. 

B. The 2004 CSPE is up 36% on the
2003 CSPE

CRE submitted its proposal for the estima-
ted amount of charges for 2004 to the
government on 30 September 2003, along

with a proposal for the corresponding
CSPE amount.
The CSPE calculation is based on an esti-
mation of the contributing kWh base, calcu-
lated based on national consumption pre-
dictions. This estimation includes the CSPE
capping at €500 K per consumption site
and the exoneration of self-producers, up to
240 GWh per production site. These mea-
sures were introduced in the law passed on
3 January 2003. The charges and CSPE for
2004 come to €1735.2m and €4,5 /MWh,
respectively. They were set in the decree of
28 February 2004, published in the official
journal on 30 March 2004. The 2004 CSPE
is applicable from 1 January 2004.
The increase in CSPE from 2003 to 2004 is
€1.2 /MWh. This is the result, with the
exception of the charges brought forward
from 2002, of new measures introduced by
the law of 3 January 2003.
The value of the charges to be covered
increases from €1461m in 2003 to
€1735m in 2004. This 19% increase is
mainly explained as follows:
• €155m due to the increase in charges

observed for 2002 compared with the
prediction made in 2001, based on infor-
mation supplied by EDF;

• €90m due to the compensation of EDF
installations now covered by the purcha-
sing obligation, mainly hydro-electric ins-
tallations.

The kWh base subject to contribution is
reduced to 13%, as the law exonerates cer-
tain consumers, which increases the contri-
bution of those consumers still obliged to
pay. This reduction is due to the following:
• 11% to the capping of the unitary contri-

bution for each consumption site to

€500000, which exonerates large consu-
mers' sites ;

• 2 % to the widening of the exoneration
benefiting producers for there own
consumption, i.e. essentially EDF.

The increase in public service charges as,
however, been limited due to the simulta-
neous increase in market prices. The pur-
chasing obligation on EDF under the energy
policies subjected it to a surcharge equal to
the difference between the purchase price
imposed and the price it would have paid
buying on the market. Any increase in mar-
ket prices reduces the surcharge paid by
EDF and thus the amount of public service
charges.

3>Operators' own accounting
supporting charges has been
redefined

The rules relating to internal accounting,
now defined by CRE, formed the object of a
communication on 12 November 2003.
They include the latest regulatory changes
and feedback on the 2002 charge calcula-
tion exercise.

4>The examination of 2003 public
service charges is underway

On 31 March 2004, the operators who bore
public service charges in 2003 submitted
their internal accounts to CRE, maintained
as set out by CRE and controlled by their
account auditors or public accountant. The
accounts are currently being analysed by
CRE.
Projected charges for 2003 were set by the
order of 30 October 2002. Those for
Mayotte were set on 28 February 2004, fol-
lowing CRE's proposal made in July 2003.
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Electricity production
public service financing

CRE is responsible for ensuring the correct
running of the public service charge finan-
cing system - the public service electricity
production fund (FSPPE*) in 2002, the
contribution to public service electricity
charges (CSPE) in 2003.

1>The FSPPE 2002 mechanism
ran properly

For 2002, the order of 25 January 2002 set
the projected contribution to the FSPPE at
€3 per MWh, in accordance with the CRE
proposal of 20 December 2001, which esti-
mated the projected value of public service
charges born by operators at €1306m and
the number of kWh subject to contribution
and 426.5 TWh.
In 2002, the departments of the CRE
undertook the following actions:
• receipt and checking of declarations for

the two year-halves ;
• reminders to contributors not having

declared, emission of a default notice and
written warning, in accordance with the
decree of 6 December 2001, if the no res-
ponse is received to the reminder ;

• monitoring with the Caisse des depots for
the payment of contributions ;

• instructions to the Caisse des depots
regarding payments to be made to bene-
fiting operators (EDF and two LDCs); 

Given the FSPPE recovery system, based
on each contributor's spontaneous decla-
ration, its new and complex nature, a fair
risk of failure to declare, and thus an insuffi-
ciency in public service financing, affected
this first exercise. Departements of the CRE
therefore carried out a comparison, for each
potential contributor, between the kWh
extracted form the network to which it was
connected and the kWh actually declared.
Altogether, €1262.5m was received, cor-
responding to 421 TWh.
The difference between the KWh predicted
and those actually declared is explained by:
• on contributor's failure to declare 1332

GWh (litigation procedure in process) ;
• the court-ordered winding up of two com-

panies ;
• predicted consumption in 2002 too high.
The results obtained allowed recovery of
contributions to be considered and repay-
ment to operators in credit went smoothly.

2>The public service electricity
contribution (CSPE) replaced
the FSPPE on 1 January 2003

A. The CSPE decree
The CSPE mechanism was defined in the
decree of 28 January 2004.
This decree defined:
• the detail of public service charges to be

taken into account ;
• contributors to public service charges

and, in particular, end consumers on
complex sites ;

• recovery methods ;
• methods of paying back of contributions

collected by the Caisse des depots et
consignations to operators bearing public
service charges ;

• sanctions in the event of failure to declare
contributions owed.

CSPE is payable by electricity end consu-
mers in France. The law provides for an
exoneration for auto-producers up to 240
GWh and a capping of the CSPE at €500 K
per consumption site. In accordance with
the law of 10 February 2000, this capping
does not apply to companies which own or
operate rail networks or urban public trans-
port networks, or to companies which run
rail transport services.
For consumers purchasing from third par-
ties using the public transmission and distri-
bution networks, CSPE is collected by an
additional deduction on the network utilisa-
tion tariffs for eligible customers who have
taken advantage of their rights and on sales
tariffs for other customers. The sums col-
lected are paid to the Caisse des depots et
consignations (CDC).
Other customers pay their contributions
directly to the CDC, twice yearly.
Contributions collected by the network
operators and electricity suppliers must be
repaid to the CDC within the time allowed
and in accordance with the procedures
applicable in terms of VAT (except specific
case below). However, an operator bearing
charges only pays the amounts owed to the
CDC, at the dates defined, if its own
account is negative, i.e. if all contributions
collected and the compensation received
from the CDC exceed its charges.
Each half-year, the CDC will pay the opera-
tors bearing public service charges the
share of the contributions collected owed to
them to compensate these charges. 

33

In accordance with the law
passed 10 February 2000,

the CSPE capping at € 500 K
per consumption site does

not apply to companies
which own or operate

railways or urban public
transport networks, or to

companies which run rail
transport services
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3>The increase in public service
charges poses a problem

CRE carried out an update of the predicted
change in public service electricity costs
made in 2003 (see figure 31). It maintained
the principle of “low” and “high” scenarios
based on ranges of development objectives
for cogeneration and renewable energy
sources set by the pluri-annual program-
ming of investments (PPI).
CRE considers that by 2007 the public ser-
vice electricity charges should be between
2 and 2,8 billion Euros. The corresponding
unitary contribution would be between
€4.7 /MWh and €7.2 /MWh. The median
contribution value would be represent
approximately 6,5 % of the before tax bill for
a private customer and up to 12% for
industrial customers.
The law of 10 February 2000 states that
CSPE may not exceed a ceiling equal to 7%
of the kWh sales price, before subscription
and taxes, corresponding to a power sub-
scription of 6 kVA (known as the reference

tariff), i.e. €5,3 /MWh at present. Article 5
states that CSPE is to be calculated so that
consumers' contributions cover all public
service charges born by the operators. If
the ceiling defined by law is not modified,
the public service charges are in danger of
not being covered completely in 2005.

4>CSPE capped at €500 K
The CSPE capping has revealed two
problems:
• companies which own or operate rail net-

works or urban public transport networks
and companies which run rail transport
services are not capped, unlike industrial
companies with similar consumption
levels ;

• CPSE capping per consumption sit, defi-
ned in Euros and not in KWh consumed,
given the increase in CPSE, lease to an
increase each year in kWh exonerated,
which penalises consumers whose contri-
bution is not capped.

B. Detailed provisional statement of
CSPE collection in 2003

Given the late publication of the decree rela-
ting to CSPE, operations of declaration and
collection of contributions were only able to
commence in late February 2004. Thus, the
figures given in the following table, at
24 May 2004, are provisional.

Public service 
charges 2003* €1465m

Contributions collected 
at 24/05/04 €1154m

Difference: contributions 
not collected 
for 2003 at 24/05/04 €311m

* including Electricité de Mayotte charges

The difference between projected charges
and contributions collected is explained as
follows:

TWh M€

Projected base 
under-estimated 62 203
Consumption 2003 
> RTE prediction 4.2 14
New measures 
under law of 3 January 2003
Capping at €500 K 47.7 157
EDF exoneration at 240 GWh 
per production site 8.5 28
EDM compensation 
(not included in 
2003 prediction) 1.2 4
CSPE 2003 not invoiced 
at 24/05/04 27.3 90
CSPE unpaid 
at 24/05/04 18
Contributions not collected 
for 2003 at 24/05/04 311

The collection of part of the CSPE not yet
invoiced or unpaid should take place within
the coming months and reduce the diffe-
rence, which will be carried forward in the
charges for 2005.

Low hypothesis High hypothesis

Cogeneration Purchase price increasing from €78 /MWh Purchase price : €85 /MWh
in 2005, to €80 /MWh in 2007 for the period 2005-2007

+ €55m in 2005; + €120m in 2005;
NIZ + €25m/year in 2006 and 2007 + €40m/year in 2006 and 2007

(oil price €30 per barrel) (oil price €38 per barrel)

Social + €120m /year + €144m /year
measures except 2004: €10m, 2005: €100m except 2004: €30m

Figure 31 > Projected evolution of CSPE

High hypothesis Low hypothesisMedian hypothesis
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Electricity 
sales tariffs

In accordance with the law of 10 February
2000, CRE is required to give an opinion on
planned decisions relating to sales tariffs for
non-eligible customers and tariffs for sales
to non-nationalised distributors. Its opinions
are not made public until the corresponding
decisions are published.

1>The planned decree modifying
sales tariff structure for
non-eligible customers has not
been published

A planned decree relating to sales tariffs,
before tax, for electricity to non-eligible cus-
tomers, was submit to the CRE on
21 February 2003. CRE gave an opinion on
28 April 2003, regarding this decree, which
had not yet been published at the time of
printing the present report.
This planned decree includes a structured
tariff movement, at a constant global level,
and aims to include the public system
access tariff into tariffs for non-eligible cus-
tomers, in response to the demands of
European directives from 1996 and the law
of 10 February 2000: account unbundling
of network and supply activities and absen-
ce of cross-subsidies between activities
open to competition and activities remai-
ning in monopolies.

2>Sales tariffs for non-eligible
customers increased 3% on
30 June 2003 

An planned order relating to an increase, by
3%, of the sales tariffs, before tax, for elec-
tricity to non-eligible customers with an
unchanged tariff structure, was submitted
to the CRE on 17 June 2003.

In its opinion given on 18 June 2003, CRE
considered that this increase was justified
by the inclusion of the surcharge imposed
on electricity operators by the application of
legal or regulatory clauses: public electricity
service, creation of the ETSO fund, public
domain occupation tax (RODP), hydro-elec-
tric tax.
On this occasion, CRE stated that, in accor-
dance with the law of 10 February 2000,
and the decree of 26 July 2001, the sales
tariffs must be established based firstly on
production and marketing costs, and
secondly on network access costs. These
help to ensure in a detailed fashion the lack
of any cross subsidies between monopoly
activities and activities open to competition.

3>Sales tariffs to non-eligible
customers were reduced by
€1.2 / MWh on 1 January 2004 

An planned order relating to a reduction in
sales tariffs, before tax, for electricity to
non-eligible customers, to compensate for
the increased contribution to public service
electricity in 2004, compared with 2003,
was submitted to the CRE on 9 January
2004, as the government did not want this
increase “to have any significant conse-
quences for householders”. CRE disagreed
with this planned order on 22 January
2004.
A drop in tariffs may only be justified, under
law, by a reduction in EDF production and
marketing costs. It would not appear that
these costs had undergone any change
liable to lead to a price reduction.
CRE also noted that such a reduction in all
regulated tariffs would hinder the develop-
ment of competition. Tariffs set artificially
low may affect the development of alterna-
tive competitive offers and dissuade consu-

44
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This percentage, between 30 and 50%,
depends on the family make-up. This pri-
cing should concern approximately 1.5 mil-
lion homes in France from 1 January 2005.

5>Tariffs for sale to non-
nationalised distributors have
been submitted for CRE's
opinion 

A planned decree relating to tariffs for the
sale of electricity to non-nationalised distri-
butors was submitted to the CRE on
24 November 2003, under articles 4 and 22
of the law of 10 February 2000. CRE gave
its opinion on 8 January 2004. The decree
had not been published at the time the pre-
sent report was produced.

mers from using competition. This reduc-
tion, at the time of market opening for all
professional customers, sends a negative
signal, leading them to believe that the
regulated tariffs would not be likely to
increase, although the electricity price on
the market increased significantly in 2003.
Concerned about the government's preoc-
cupation expressed, not wanting the CSPE
to have a significant effect on householders,
CRE nevertheless considered that in its opi-
nion, if a price reduction was made, it
should be limited to domestic blue tariffs,
which apply to householders for whom
market opening will not take place until
1 July 2007.
Nevertheless, all electricity tariffs were redu-
ced by €1.2 /Mwh (before tax), from
1 January 2004, under the order passed on
28 February 2004 and published in the offi-
cial journal on 30 March 2004. 

4>The special “primary necessity”
tariff will come into effect on
1 January 2005

A planned decree relating to the special pri-
cing of electricity as a primary necessity
product was submitted to the CRE on
3 May 2002. It gave a favourable opinion on
27 June 2002, before the creation of the
CSPE. The decree was published in the offi-
cial journal on 10 April 2004.
This decree set the maximum household
income at €5,520 per year, below which a
household may benefit from this special
tariff. This is calculated by applying a per-
centage reduction to the electricity sales
tariffs, without the shading or seasonality
applicable to non-eligible customers who
subscribed to a power level below 9 kVA.
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How CRE exercises its
jurisdiction

1>A working method based on
responsiveness, consultation
and transparency

CRE's activity increased greatly over the
period in question (see table 8). This grow-
th is particularly due to the extension of its
competence to include gas, the accelera-
tion of the market opening calendar and the
development of the regulators' European
activity.
It therefore held 99 sessions, compared
with 70 the previous year. These included
both formal and informal sessions. For the
formal sessions, deliberations, which are
opinions, proposals, decisions or communi-
cations, are adopted.
In order to ensure the continued involve-
ment of market players, CRE's decisions
are generally preceded by hearings.
Thus, during the past year, CRE held 114
hearings, compared with 61 in the previous
year. E.g. the deliberation on 24 December
2003, regarding the work of the gas wor-
king group 2004 (GTG 2004) followed mee-
tings with 26 electricity market players.
Deliberations are made following public
consultations. During the past year seven of
these were held, compared with two the
previous year. They involved, for example,
tariffs for the use of the public transmission
and distribution and systems for electricity

and gas, methane terminals and technical
guidelines applicable by the public electrici-
ty networks.
Deliberations are always made public,
usually by CRE, but sometimes by the
government.
CRE shall not publish all its deliberations as,
under the law of 10 February 2000, delibe-
rations which provide an opinion or propo-
sal to the government are to be published
by the competent administrative authority,
when it makes its decision based on these
elements.

2>Disputes solved help to adapt
regulations

CRE has the jurisdiction to solve disputes
between users and public electricity distri-
bution or transmission system operators,
natural gas distribution and transport sys-
tem operators and operators of LNG instal-
lations, if these disputes are linked to net-
work access, facilities and installations or
their use. The dispute solving procedure
allows effective access to facilities to be
ensured. It also allows rules governing this
access to be defined.
This procedure is characterised by its rapi-
dity, with the law specifying that, except in
specific cases, CRE shall give its ruling
within two months of receiving the request.
This deadline was only extended when
deemed to be strictly necessary for the
requirements of the inquiry (Réseau ferré de

11

In order to ensure the
continued involvement of

market players, CRE's
decisions are generally

preceded by hearings

Table 8 > CRE's activity in figures

Number of opinions 12

Number of communications 9
Number of decisions (proposals,
decisions except settlements of disputes) 23

Number of hearings 114

Number of public consultations 7
Number of decisions handed down 
in settlement of disputes 

11

Source: CRE
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France and SNCF decision on 24 June
2003, Eurotunnel decision on 11 September
2003 and Montjoyer and Rochefort-en-
Valdaine decision on 23 October 2003).
In order to combine the adversarial principle
with the requirement for speed, exchanges
between the parties continue until the time
of the hearing. During this hearing, the com-
missioners may ask questions directly to
the parties and, where necessary, point out
tools which may not have been invoked
within the written procedure. The parties'
written and oral observations are dealt with
in the final decision.
Whilst the conditions for admissibility are
not very restrictive, CRE often has to ask
that applicants reformulate their request.
Only requests involving a dispute between
the parties prior to referring to CRE are
admissible (Réseau Ferré de France and
SNCF decision on 24 June 1003).
The number of dispute settlements CRE
was asked to handle during the year grew
sharply, due to the increase in connection
requests for production installations under
the purchasing obligation regime.
The Appeal Court (Paris Appeal Court,
24 February 2004, EDF v. Sinerg) judged
CRE competent to settle a dispute, even if
a court has already been seized.
When it receives a claim, the Paris Appeal
Court has the power to set aside or over-
turn decisions on the settlement of disputes
pronounced by CRE. It verifies both the
external legality (competence, respect for
the adversarial principle, motivation) and
internal legality (application of the legally
binding rules, legal qualification of facts).
The only decision set aside, so far, by the
Paris Court of Appeal was due to an infrin-
gement of the adversarial principle, with
CRE having raised of its own motion EDF's
failure to observethe provisions of article 8
of the general conditions for the EDF fran-
chise of the general electricity supply net-
work (Paris Appeal Court, 24 February
2004, EDF v. Sinerg). The Commission's

obligations in terms of respecting the adver-
sarial principle are particularly strict and
may prove difficult to apply whilst respec-
ting the two-month deadline, imposed by
law to settle a dispute.

A. CRE's jurisdiction 
Various decisions made over the past year
help to define the scope of CRE's authority.
CRE is notably competent to settle a dispu-
te dating from before the law passed on
10 February 2000, and still pending when
this law came into force (Pestka decision on
5 June 2003 and Paris Appeal Court,
24 February 2004, EDF v. Sinerg).
Regarding disputes between public net-
work operators and users, the notion of
user covers not only eligible customers who
sign network access contracts, but also
non-eligible customers with no distinct net-
work access contract (Pestka decision
5 June 2003).
However, CRE is not competent to settle
disputes relating to purchasing obligations.
Due to their nature and the quality of the
parties they involve, these disputes do not
come under article 38 of the law of
10 February 2000 (AESM decision on
12 December 2002, Papeterie des Bègles
decision on 27 March 2003 and La Conque
et Les Quatre Bornes decision on
6 November 2003).
The same applies to the dispute relating to
the remuneration owed by RTE to SNCF for
the use of electricity transmission equip-
ment, which was provided by the State to
this public company. Such dispute do not,
given the quality of the parties, fall under the
jurisdiction of CRE. In this case, SNCF is
not acting as a user of the public electricity
transmission system and its contract with
RTE to define conditions for the utilisation of
equipment is not a condition of exercising
network access rights (Réseau ferré de
France and SNCF decision on 24 June
2003).

The number of
dispute settlements

which CRE was asked
to handle during the

year grew sharply
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B. Network access and use
The decisions handed down by CRE in sett-
lement of disputes make it the guarantor of
access to the public systems and of their
use, in non-discriminatory and transparent
conditions.

a_DEFINITION OF THE NOTIONS OF

TRANSMISSION SYSTEMS AND

CONNECTION POINTS

In the absence of any specific definition of
electricity transmission in the national legal
structure, CRE referred to the European
directive of 19 December 1996, to deduce
that all interconnected facilities form an inte-
gral part of the public transmission system.
This is notably the case for facilities granted
to SNCF. All users' right of access to the
public electricity transmission system, inclu-
ding the SNCF's interconnected facilities,
must be exercised in conformity with the
tariff set by the decree of 19 July 2002. The
rail transport company must not benefit
from any special tariff taking into account its
contribution to its own supply (Réseau ferré
de France and SNCF decision on 24 June
2003).
Furthermore, under the combined terms of
the decrees of 26 April 2001 and 19 July
2002, the public transmission system
access tariff depends on the power level at
the connection point. This corresponds to
the boundary between the user's electrical
installations and the facilities belonging to
the general supply network (RAG) franchise.
In accordance with the terms of article 8 of
the RAG franchise general conditions attri-
buted to EDF, connection facilities form part
of the public system. As a result, the
connection point, whose power level deter-
mines the tariff applicable, must be situated
downstream from the said facilities. The
definition of the connection point in the
decree of 27 June 2003, relating to the
conditions to be met by installations prior to
their connection to the public transmission
system, does not therefore apply to pricing
for network access (Eurotunnel decision on
11 September 2003 and Paris Appeal
Court, 6 April 2004, Eurotunnel).

b_EXTENT OF CONNECTION RIGHTS

Under article 3 of the decree of 13 March
2003 and article 4 of the decree of 27 June
2003, an electricity generator has a
connection right in an area at a power level
not only equal to, but also lower than its ins-
tallation's reference connection level. It the-
refore follows that the public distribution
system operator, like the TSO, is required to
accept the connection request, even when
the maximum production level of the instal-
lation in question is greater than the maxi-
mum power level corresponding to its volta-
ge field, in order to determine the lowest
cost technical solution (SITOM Nord Isère
decision on 1 October 2003).
The terms of line 3 of article 3 of the decree
of 13 March 2003 allow the connection of
an electricity production installation to a
public distribution network, other than the
one belonging to the network operator sup-
plying the zone, as long as all parties
concerned agree. This agreement is not,
however, subject to the completion of all
formalities with the other network operator
by the network operator supplying the zone
concerned by the installation (La Conque et
Les Quatre Bornes decision on 6 November
2003).

c_OBLIGATIONS OF THE NETWORK

OPERATOR

The network operator is subject to obliga-
tions in terms of diligence and transparency
in its handling of connection requests. CRE
has notably pronounced judgment on the
consequences of the public transmission
system operator's failure to comply with the
maximum two month deadline set in article
8 of the general conditions for RAG franchi-
se, to formulate a technical and financial
proposal, when contacted by a producer
with a connection request. The absence of
a proposal within the allocated deadline
must be considered to be a refusal of
access, justifying a request to CRE to pro-
nounce judgment based on article 38 of the
law of 10 February 2000 (Montjoyer et
Rochefort-en-Valdaine decision on
23 October 2003 and Paris Appeal Court,
11 May 2004, Montjoyer et Rochefort-en-
Valdaine).
A simple failure to abide by the legal three
month deadline does not, however, invali-
date the technical and financial proposal
provided by the network operator, as long
as it is not responsible for the delay in reali-
sing the applicant's request (Montjoyer
et Rochefort-en-Valdaine decision on

CRE in session
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23 October 2003 and Paris Appeal Court,
11 May 2004, Montjoyer et Rochefort-en-
Valdaine).
Also, any network operator failing to inform
the party requesting connection of the exis-
tence of additional costs, or omitting to
inform the said party of specific technical
constraints of which they were informed, is
considered to have failed in its obligation to
provide information and transparency
(SARL Cogé de Kerverzet decision on
30 October 2003 and Paris Appeal Court,
8 June 2004, EDF v. SARL Cogé de
Kerverzet).
When proposing connection conditions,
operators must justify all costs to be invoi-
ced to the applicant. If it fails in this obliga-
tion for transparency, it risks having the
price invoiced to the applicant reduced by
the value of work it is unable to account for
(SARL Cogé de Kerverzet decision on
30 October 2003 and Paris Appeal Court,
8 June 2004, EDF v. SARL Cogé de
Kerverzet).
The cost of connection to the public system
must also correspond to the cheapest
solution for the applicant. Furthermore, if
there are several installations for
connection, it must be calculated pro rata
with the maximum power level of each
(Montjoyer et Rochefort-en-Valdaine
decision, 23 October 2003 and order by the
Paris Appeal Court on 11 May 2004).

C. Extent of dispute settlement
powers

CRE is subject to respect the force of res
judicata, inherent to the judge's decision.
However, in the Sinerg affair, the circum-
stance where a litigation suit is now pending
with an administrative judge does not pre-
vent CRE from exercising its own compe-
tence in settling disputes.
Furthermore, neither article 38 of the law of
10 February 2000, nor any other text gives
CRE the power to order the losing party to
pay the opposite party's expenses
(Eurotunnel decision of 11 September 2003
and Paris Appeal Court, 6 April 2004).
Also, it is not able to impose sentences
involving the execution of contractual obli-
gations or the recompense for damage
caused by the losing party (Paris Appeal
Court, 24 February 2004, EDF v. Sinerg).

Thus, CRE may not accept a claim for
damages and interest (Paris Appeal Court,
6 April 2004, Eurotunnel).

3>Launch of four calls for tender
for electricity production

As part of the objectives fixed on 7 March
2003 for the pluri-annual investment pro-
gramme, the minister for Energy decided,
under article 8 of the law of 10 February
2000, to launch calls for tender for electrici-
ty production installations.
In 2003, for the first time, CRE exercised its
relevant competence, consisting of produ-
cing specifications, receiving tender appli-
cations and expressing an opinion on the
choice of candidates.
These calls for tender concern electricity
production installations involving land-
based wind power plants, sea-based wind
power plants, biomass and biogas energy
production plants and a high-tech thermic
plant using a combustion turbine.

4>Control and sanction powers

A. CRE has used its right to
information

Under article 33 of the law of 10 February
2000, CRE has an access right to all neces-
sary information for the completion of its
missions. This right involves information
held by the operators within the sector or
the ministers responsible for the Economy
or Energy. In the case of an operator refu-
sing a request for information, CRE may
impose sanctions under article 40 of the law
of 10 February 2000.
Also, article 33-I of the law of 10 February
2000 recognises that CRE's agents, autho-
rized for this purpose, have the right to
make enquiries to enable it to fulfil its mis-
sions. As part of this procedure, they may
collect all useful information from any com-
pany carrying out an activity in the gas or
electricity sectors. For this purpose, they
may make enquiries on paper and on the
premises, in conditions which respect the
adversarial principle.
At the time of writing the present report,
CRE had not yet had to use the enquiry
procedure. It has, however, used its right of
access to information, several times, nota-
bly in exercising its prerogatives on pricing

A regulators' consultative
committee was formed by

the European Commission
on 11 November 2003, in

order to “advise and assist it
in its action to consolidate

the interior market”
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5>Development of regulators'
European activity 

A. Coordination between European
regulators 

Several bilateral meetings were held during
the past year, notably with the Belgian,
British, Spanish, Dutch and Italian regula-
tors. As well as exchanging information on
joint files and working practices, these mee-
tings provided an opportunity to coordinate
actions regarding cross-border flows. An
example of this is the joint action underta-
ken with the Belgian regulating body
(CREG), to encourage electricity system
operators to improve the efficiency of the
management of interconnections between
Belgium and France. Another example is
the collaboration with the Italian regulatory
body (AEEG) to draw conclusions regarding
the black-out which occurred in Italy in
September 2003.
Cooperation between all regulators takes
place within the European Council of
Energy Regulators (CEER), which is chaired
by the Portuguese regulator. The CRE pre-
sident holds one of the vice-presidencies of
the CEER, with his British counterpart hol-
ding the other.
The CEER, which was originally an informal
organisation, now has official structures as,
in addition to a permanent secretariat in
Brussels, created in 2002, it drew up its sta-
tutes in 2003 (in accordance with Belgian
law regarding non-profit-making organisa-
tions) and has an operating budget. The
regulators of the new EU member States
have joined the CEER.
The CEER has created several working
groups: CRE is particularly active in the
“electricity” group (it is vice-president of this
group), the “gas” group (where it contribu-
ted greatly to the work regarding hubs and
storage) and the “new member States”
group.
Also, under the European directives of
26 June 2003, a regulators' consultative
committee was formed by the European
Commission on 11 November 2003, with a
mission of “advising and assisting it in its
action to consolidate the internal market”.
This committee, called ERGEG (European
Regulators Group for Electricity and Gas)

has adopted and published its programme
of work, defined in collaboration with the
European Commission. ERGEG includes
the members of the CEER, representatives
of the European Commission and Germany,
which can not join the CEER as it has not
yet appointed an independent regulator.
The president and vice-presidents of
ERGEG are the same as for the CEER.

B. Contacts with EU institutions 
CRE has direct links with the European
Commission: Transports and Energy General
Directorate (DG TREN) and Competition
General Directorate (DG COMP). Exchanges
cover market developments, as well as
preparation for the Florence Forum*
(electricity) and the Madrid Forum (gas). They
also involve the preparation of documents
which the European Commission publishes
regularly, such as the document involving its
medium term vision for the interior market
(strategy paper) and its benchmarking
reports on the implementation of the internal
market. The Competition General Directorate
also consulted CRE regarding the
commitments a French gas operator had
proposed for the amicable settlement of a
dispute involving network access.

6>International relations
During the past year, bilateral contacts
have been made with regulators or
administrations in non-EU countries. CRE
received visits from foreign delegations,
interested in the French regulation.
Concerning the multilateral field, CRE was
involved in the OECD study, in 2003, on
French policy on competition. A similar
exercise, run with the help of CRE, was
carried out by the AIE.
Finally, regular contacts took place with
French diplomatic representatives abroad
and occasionally with foreign diplomatic
representatives in Paris.
All of these contacts helped CRE to
improve understanding of the efforts and
accomplishments made in France to
effectively open the electricity and gas
markets.

and as part of its mission to oversee the
correct running of the markets.

B. Default notices and reminder letters
involved the FSPPE and CSPE

As part of the procedure for handling
defaults on declarations and failure to pay
FSPPE contributions, as stated in the
decree of 6 December 2001, during 2003
CRE issued a notice to an operator ordering
it to fulfil its declarative and contributory
obligations. The legal proceedings are cur-
rently in progress, with the operator in ques-
tion having referred to the Conseil d'Etat
against the default notice.
The new system for compensation of public
service charges, introduced by the law of
3 January 2003, increased CRE's powers.
In the event of default or insufficient funds
paid, it sends the contributors a reminder
letter, including late payment penalties (at a
rate of 10% of the amount owed). It Also
monitors litigatory debt recovery. The appli-
cation of this procedure is subject to res-
pecting the defendant's rights, under the
conditions of article 33-III of the law of
10 February 2000.
In early 2004, CRE sent a reminder letter, to
this effect, including late payment penalties,
to two electricity final consumers who,
intending to benefit from the 500,000 Euro
ceiling, set under article 5 of the law of
10 February 2000, had suspended pay-
ment of the electricity public service contri-
bution (CSPE). After having collected their
written and verbal observations, CRE deter-
mined that they were liable to CSPE,
without benefiting from the 500,000 Euros
they were hoping to claim. 

C. No sanctions have been required
Under article 40 of the law of 10 February
2000, CRE has the right to sanction any fai-
lings on the public electricity and LNG sys-
tem operators' or users' part.
Within this context, CRE may order a tem-
porary prohibition on access to the public
systems for a period not exceeding one
year, or a financial penalty, if the non-com-
pliance does not constitute a criminal offen-
ce.
Since it was formed, CRE has never had to
use its sanctioning powers.
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1>The staff form a
multi-disciplinary team

The number of budgetary staff at CRE grew
from 80 in 2001 and 2002 to 96 in 2003,
then 108 in 2004.
At the end of 2003, management level staff
accounted for 85% and secretarial staff 9%.
37% of staff were female and 63% male.
The average age was 38 years. The staff
was made up of 75% contractual agents,
over a third of whom came from companies
in the energy sector, and 25% public sector
employees (military, mines, civil engineering,
treasury, inland revenue etc.).
CRE recruits staff from both the public sec-
tor and sectors close to its own activities
(companies, consultants, universities, other
regulators, international organisations etc.
(see figure 32). Maintaining a high level of
expertise through ongoing training and skills
development is one of CRE's permanent
objectives.
As in previous years, the ongoing training
policy met three objectives:
• to develop specific skills for regulation;
• to improve personal efficiency (IT, lan-

guages);
• to support individual projects, including

earning qualifications, linked to CRE's
activities.

In 2003, 85% of staff received training, for a
total of 174 actions, representing 435 trai-
ning days, i.e. an average of just over
4 days per agent per year.
Remuneration policy is based, notably, on
recognition of professional abilities and res-
ponsibilities held, as well as each person's
efforts made to achieve the individual objec-

tives set. Average gross annual earnings are
as follows: Û29K for clerical staff, Û34K for
junior management, Û49K for middle mana-
gement and Û94K for senior management
or directors. The ratio between the average
of the highest 10% of salaries and the
lowest 10% of salaries was 3.5 A social
report was produced for the first time in
2003. It is available to all staff on the CRE
intranet. More than just a simple snapshot,
it represents a source of useful information
for developing a collective memory and allo-
wing staff to find their place within the pro-
fessional community.
The creation of banked time, in 2003, com-
pleted the reduction of working hours pro-
gramme, launched in 2001. 

2>Resources must be adapted to
the extended missions

CRE's budget is currently insufficient to
allow it to carry out its missions effectively.
This insufficiency is worrying, particularly
given the acceleration in market opening,
under the European directives of 26 June
2003. CRE must face up to an increasing
workload linked to the opening of markets
to all professionals on 1 July 2004.
CRE's current resources remain well below
the objectives defined in the preliminary
reports on regulation, produced in January
and December 2000, at the request of the
French Government. This reports included
a need for 150 staff.
As shown in table 9, these resources are, in
absolute terms, lower than those of the
other European regulators in the sector,
even though their areas of competence
may differ between countries. They are also
lower in relative value, when related to elec-
tricity and gas consumptions. CRE, with ten

45%

Origine des charges de service public
au titre de 2004

Administration

Graduates 

Businesses 

Universities-Miscellaneous 

8%

38%

9%

22

Source: CRE

CRE could achieve greater
independence through

financing, not by the
general State budget, but

by a minimal contribution
from electricity and gas

end consumers
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in other words financing CRE through a
minimal contribution from electricity and
gas end consumers, rather than the State
budget. This is the solution used by most
other regulatory authorities in the energy
sector, within the EU. If this measure was

applied in France, the contribution required
to finance CRE would, for most house-
holds, represent an increase of less than
20 Eurocents on the average annual electri-
city and gas invoices.

staff and a budget of €1m, for 100 TWh, is
among the regulators with the lowest
resource levels. Still in proportion with ener-
gy consumption, the Spanish and British
regulators respectively have 3 and 2.3 times
the resources of the French regulator.
Likewise, the financial resources of the
Spanish and British regulators are four
times greater than those of the CRE.

3>Independence and budgetary
structure 

For electricity, the principle of CRE's inde-
pendence is the result of the law of
10 February 2000. It was extended to gas
by the law of 4 January 2003. It was confir-
med for both electricity and gas by the
European directives of 26 June 2003.
It is now up to the minister for Energy, within
the preparation of the draft finance law, to
determine the credits needed to enable
CRE to fulfil its missions. This budgetary
support is linked to the fact that the minis-
try also represents the State in ownership of
the main electricity and gas companies,
whose activities CRE is responsible for
regulating.
Also, the current supervision is accentuated
by the governmental budgetary regulation
measures, which are obviously not suited to
the expanding structure of an organisation
such as CRE (see table 10). This is why,
despite an insufficient initial budget alloca-
tion for 2003, given its extended responsibi-
lities, CRE's resources in 2003 were subject
to cancellation measures, corresponding to
7% of its budget, as well as budget freezes,
representing 10% of its budget.
Increased independence of CRE could be
ensured by using income from electricity
and gas consumers, rather than taxpayers -

Table 9 > Operating resources 
of European regulators

Country Employees Annual TWh Budget Employees Origin 
budget electricity for 100 TWh for of
(€M) and of electricity 100TWh budget

gas and gas 
consumed (€M)

2003 2004 (a) 2003 2004 (a) 2003 (a) 2003 2003 S/F (3)

Portugal 53 51 7.0 7.0 77 9 69 S/F 
Ireland 39 39 10.0 8.5 72 14 54 F
Greece 40 60 4.4 5.6 83 5 48 F
Austria 67 66 9.0 9.3 161 6 42 F
Denmark 33 33 3.4 3.3 88 4 38 F
Spain 153 175 19.0 20.7 512 4 30 F
Sweden 39 42 4.0 3.0 156 3 25 S/F 
United Kingdom (1) 300 295 52.9 49.9 1331 4 23 F
Belgium 60 74 10.8 11.6 273 4 22 F
Luxembourg 3 3 0.5 0.7 23 2 13 F
Finland 17 24 1.6 2.4 138 1 12 S/F 
Netherlands 55 55 8.7 5.1 564 2 10 S
France (2) 96 108 12.2 13.8 976 1 10 S
Italy 104 100 25.0 26.0 1135 2 9 F
Germany - - - - 1508 - - -

(1) Excluding Energy Watch Source: European regulators, AIE, Eurogas*

(2) Initial finance law 

(3) S = State budget / F = operators' fees

(a) provisional

Table 10 > Developments in CRE's budget allocation
2003-2004

Employees Wage bill Operating Total 
(€M) (€M) budget

(€M)

Finance law Budgetary Actual workforce 
posts as of 31-12

2000 (1) 55 39 3 4.57 7.57

2001 (1) 80 71 4.57 4.57 9.14

2002 (1) 80 73 4.99 5.56 10.55

2003 (2) 96 95 6.57 5.60 12.17

2004 (2) 108 --- 7.58 6.27 13.85

(1) Electricity regulation

(2) Electricity and gas regulation

Source: CRE
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Access protocol: internal agreement,
equivalent to the grid access contract,
governing the access, within the EDF
company, to the EDF-Production trans-
mission grid or the EDF-Distribution grid.

Ancillary services: services required
for transmitting energy from generation
units to loads whilst maintaining the secu-
rity of the electricity system. 

Avoided costs: when an operator is obli-
ged to buy a quantity of electricity as part
of the purchase obligations imposed by
the public authorities, this quantity takes
the place of energy which it could have
produced itself. The savings resulting from
the “non-production” of this energy are the
avoided costs.

Balancing mechanism: market
enabling a TSO to maintain a balance bet-
ween generation and consumption at all
times, by drawing on extra quantities of
electricity that producers are able to pro-
vide or reductions in consumption that
consumers are able to carry out.

Balancing Responsible Entity: any
operator who is committed to RTE,
through a Balance Responsible contract,
to settling the costs of the imbalances
observed a posteriori between electricity
injected (by producers within the perime-
ter) and electricity consumed (by consu-
mers within the perimeter).

Balancing zone: geographical zone of
the main transport system in which the
shipper must maintain the daily balance
between gas supply and consumption.

Base : the base is the constant part of a
grid's load for a given period. A base pro-
duct corresponds with the supply of a
block of electricity for an entire period
(example: from 00:00 to 24:00 for a daily
base product).

Circuit: group of three conductors used
to transport three phase electrical current.

Co-generation: System of simultaneous
generation of electricity and thermal ener-
gy. The output from co-generation plants is
substantially better than it would be if they
produced only electricity.

Combined cycle power plant: thermal
power plant, usually running on gas-fired
turbines, in which electricity is produced at
two consecutive levels: firstly by combus-
tion of gas in the turbines, and secondly by
using energy from the product of the gas
combustion process in boilers, which sup-

ply heat to steam turbines. This process
provides high levels of thermal output (55
to 60%, compared with just 33 to 35 % for
conventional thermal power plants).

Combined cycles: see Combined cycle
power plant

Compression station: industrial instal-
lation used to compress gas for easier
transportation via pipelines.

Congestion: state of saturation of an
electricity line or gas pipe, which prevents
operators from transporting or distributing
all the quantities injected or extracted,
given the network's characteristics and
the performance level of its equipment. 

Connection: action to physically connect
a producer or consumer to the system.

Connection facilities: pipelines and ins-
tallations connecting an end user or a dis-
tribution network to a gas transport or dis-
tribution system. These connection facili-
ties consist of one or more of the follo-
wing elements: pipes, delivery post, distri-
bution system extension.

Continental plate: grouping of
European electricity systems (Germany,
Austria, Switzerland, Benelux, France),
where the degree of interconnection is suf-
ficient to allow fluid physical exchanges.

Conversion: GDF's transport system
comprises two distinct zones: the H zone
supplied with gas with high calorific value
(H gas), and zone B, which is supplied
with Groningen gas, with low calorific value
(B gas or L gas). The two gas types are
non-interchangeable and therefore H gas,
which is the type most concerned by tran-
sactions made as part of the opening of
the market, cannot be transported into
zone B. GDF offers a conversion service
enabling shippers to supply a consump-
tion site in zone B with the resources avai-
lable to them in zone H.

Control area: geographical area where
the electricity transmission system is
managed by a single operator; there is a
single regulated zone in France, but other
countries can have several.

Cross-subsidies: use of the resources of
one activity to benefit another activity
under conditions which do not reflect
those which would govern the market rela-
tions between two distinct companies.

Daily capacity: maximum daily flow of
gas contracted with a transport or distri-
bution operator.

Joint definitions (electricity/gas)

Definitions specific to gas

Definitions specific to electricity.
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Deep cost: direct and indirect cost of
connection to a system which includes not
only the commission itself but also the
costs for reinforcements carried out ups-
tream of the connection points.

Delivery conditions: contract signed be
tween the operator of a transport or distri-
bution system and an end customer or oth
er distribution network operator, relating to:
• natural gas delivery conditions (pressu-

re, rate…);
• characteristics and set-ups for owner-

ship of delivery equipment (rental of deli-
very post…);

• conditions for determining quantities of e
nergy delivered.

Delivery point: point where the operator
of a transport or distribution system makes
gas available to the shipper for delivery to
the eligible customer. 

Delivery post: installation situated
downstream from a transport or distribu-
tion system, providing one or more of the
following functions: expansion, regulation
or metering. A delivery post allows gas to
be delivered to a distribution network or
end user.

Electrical peninsulas: systems on
islands or peninsulas - England, Spain,
Italy, Scandinavian countries - which are
poorly connected to the continental plate.

Electrical supply: in electricity demand,
we distinguish four types of consumption:
• “base” electricity supply (or “ribbon”),

which is produced or consumed perma-
nently throughout the year;

• “semi-base” supply, with production and
consumption concentrated in the win-
ter;

• “peak” supply, with heavily loaded pro-
duction or consumption periods during
the year;

• “lace” supply, which is a supplement to
the “ribbon” supply.

Electricity block: quantity of electrical
energy which transits via the grid at a
constant power level (example: a 24-hour
block corresponds with a base product).

Electricity transmission and
distribution system: System designed
for the transmission and transformation of
electrical energy between the production
sites and the consumption sites. It
consists of electric lines which provide the
connections at given voltage levels
and stations which include voltage
transformers, connection and cut-off
devices, measurement equipment, control

and command equipment and means to
compensate the reactive energy.
There are three system hierarchies:
• the major transmission and interconnec-

tion system which routes, as 400 kV or
225 kV, large quantities of energy over
long distances, with a low level of losses;

• the regional distribution systems which
distribute energy on the regional level,
supplying the public distribution system
and the major industrial customers with
225 kV, 90 kV and 63 kV;

• the distribution systems for 20 kV and
400 V, which supply the end-consumers
with medium voltage (SME-SMI), or low
voltage (domestic customers, tertiary,
small industry).

Electro-intensive consumer: industrial
consumer whose electricity consumption
represents a large part of its costs. 

Eligible customer: electricity or gas
consumer who is authorised, for the pur-
poses of supplying one of his sites, to
apply to one or several electricity or gas
suppliers of his choice. 

Entry-exit tariff: tariff system applied to
gas systems in a number of European
countries (Great Britain, Netherlands, Italy,
France). It involves dividing up capacity
subscriptions at entry and exit points on
the main system, and invoicing the two
transport elements (entry and exit) sepa-
rately. 

Entry point: point on the transport sys-
tem where the shipper makes gas avai-
lable to the operator of the system concer-
ned, under the terms of a transportation
contract.

European Transmission System
Operators (ETSO) : association whose
purpose is to coordinate European trans-
mission system operators. It includes sys-
tem operators from the following coun-
tries: Ireland (Northern and Southern),
Great Britain, Portugal, Spain, France,
Belgium, Luxemburg, Netherlands,
Denmark, Norway, Sweden, Finland,
Germany, Switzerland, Italy, Greece,
Slovenia, Austria, Czech Republic, Poland,
Hungary.

Exit area: geographical grouping of delive
ry points belonging to the same balan-
cing area, and with the same exit tariff.

Exit point: point on the natural gas trans-
port system, used as an interface between
a main transport system and a regional
transport network.

Florence (electricity) and Madrid
(gas) forum: periodical meetings intro-
duced by the European Commission,
which bring together (for electricity and
gas respectively) representatives from
governments, regulators, Transmission
and Transport System Operators, and pro-
fessionals, users and consumers under
the aegis of the European Commission.

Fixing: system for quoting a product (for
example, hourly block on Powernext) by
crossing aggregate supply and demand
curves in order to determine the price and
balance volume. Mechanism used, for
example, for the negotiation of hourly pro-
ducts on Powernext. 

Gas exchange point: point on a trans-
port system where the TSO manages gas
exchanges between shippers.

Gas quality: all physical characteristics
(pressure, temperature, gross and net
calorific values, Wobbe index) and chemi-
cal properties (amount of methane, pro-
panes, butanes, nitrogen and other inert
gases it may contain) of natural gas that is
distributed.

Gas quality swap point: virtual points
attached respectively to the balancing
areas Nord H and Nord B, where the
conversion service is carried out between
these two zones.

Gas storage facility: set of installations
used to build up reserves of gas, which is
stored in gaseous form (in underground
storage facilities) or LNG form (stored in
above-ground facilities).

Gross calorific value: quantity of
energy released by the complete
combustion of one unit of volume of gas,
where the steam has been condensed and
the corresponding heat recovered.

Hourly capacity: maximum hourly flow
of gas contracted with a transport or dis-
tribution operator.

HVA: High voltage A: voltage level of
between 1 and 40 kV.

HVB: High voltage B: voltage level of
between 40 and 130 kV.

IFA 2000 : France-England interconnec-
tion, with a maximum power rating of
2000 MW of continuous current.

Imbalances: within a given perimeter,
difference between the total quantities
injected and the total quantities extracted.
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Integrated electricity company:
vertically or horizontally integrated
company. A horizontally integrated
company is one carrying out at least one
of the functions of production, sale,
transmission or distribution of electricity,
as well as an activity outside the electricity
sector; a vertically integrated company is
one carrying out at least two functions in
the electricity sector: production,
transmission or distribution of electricity.

Interconnected system: system
consisting of several electricity or gas
transport and distribution networks
connected to one another using one or
more interconnections.

Interconnexion: equipment used to link
two electricity system or alternatively, the
pipe linking two gas transport networks.

LCD (local distribution company):
local distribution company (non-nationali-
zed distributor) who distribute electricity
and gas within a given zone. Some of
them are also electricity producers.

Least impact zone: transit zone for an
electricity transmission facility, which can
be several hundred metres wide, defined
during consultations on possible solutions
for the investment project (with the mayors
of the towns concerned and Government
departments). A new consultation will then
be held in the field by RTE, in order to
increase the precision of the solution and
propose a preferred route within this zone.

Liquefied natural gas: natural gas
supplied in liquid form, at -160°C to enable
it to be transported by methane tankers.

LNG terminal: installation for the receipt
and storage of LNG and shipping to the
main transport system after regasification.

Load-balancing service: complemen-
tary service offered alongside transporta-
tion contracts by the operators of gas
storage facilities. The service is aimed at
enabling eligible customers to manage
anomalies in their gas consumption, on a
daily, monthly or seasonal basis. It is pro-
vided at a virtual point, referred to as a
load-balancing point, within each balan-
cing zone on the transport system.

Load-factor: term referring to the imba-
lance between the real conditions in which
gas is consumed by an eligible customer

and those corresponding to a regular rea-
ding of his average daily consumption over
a full year. Normally, fluctuations in
consumption (daily, weekly and seasonal)
are covered by underground storage faci-
lities. Eligible customers and their suppliers
may have access to them either directly (in
countries where third party access to sto-
rage facilities - whether regulated or nego-
tiated - is permitted) or via a load-balan-
cing service (as is the case in France).

Main gas transport system, regional
transport system, distribution
system:
• The main transport system consists of a

network of large diameter high-pressure
transportation pipelines, which link inter-
connection points with neighbouring sys-
tems, underground storage facilities and
methane terminals. Regional transport
systems, distribution systems and major
industrial consumers are also linked
directly to the pipelines;

• The regional transport system also
consists of a network of high-pressure
pipelines, which are used to transport
gas to distribution systems and industrial
customers who are directly connected to
it;

• The distribution system consists of a net-
work of medium- or low-pressure pipe-
lines, used to transport gas to small
consumers connected to public distri-
bution facilities.

Metering: system for measuring the dif-
ferent characteristics of electricity or gas
generated or consumed.

Metering or estimation point: point
on a transport or distribution network,
where a quantity of energy is determined
using meters or estimates.

Methane tanker: ship used to transport
liquefied natural gas (LNG) in its tanks. 

Net calorific value: quantity of energy
released by the combustion of one unit of
volume of gas, assuming that the steam is
not condensed and the corresponding
heat not recovered.

Non-interconnected territories: areas
of the national territory which are not
connected (by electric lines) to the main-
land continental system (in practice this
means Corsica and the French overseas
departments).
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Non nationalized distributors: see
LCD 

Nordel: association for the coordination
of Scandinavian transmission systems. It
includes the following countries' TSOs:
Eastern Denmark, Sweden, Finland,
Norway.

Nordpool: electricity exchange of the nor-
thern European countries (Norway,
Finland, Sweden and part of Denmark).

Odorization: operation intended to
increase safety in the use of gas. It involves
mixing products with a particular odour,
such as mercaptans, into non-odorous
gas, in order to ensure that the presence
of gas can be detected by smell. 

Off shore: wind turbine production capa-
city installed at sea.

On shore: wind turbine production capa-
city installed on land.

Pancaking: multiple charging of national
transmission or transport costs.

Peak product: the peak is the maximum
power drawn on a grid during a given per-
iod. A peak product corresponds with the
supply of constant electrical power during
the periods (example: from 8 a.m. to 8
p.m. for a daily peak product). 

Pluriannual investment program
(PPI): in French law, objectives set by the
minister in charge of energy relative to the
distribution of production capacities by pri-
mary energy source and, as the case may
be, by production technique and geogra-
phical area.

Pool: national market where all of the tran-
sactions have to be carried out, and inten-
ded to rationalize the demand on means of
production. 

Postage stamp rate: tariff system which
provides access to an entire service area,
in exchange for the payment of a single
access fee, regardless of the distance tra-
velled by the electricity.
This rate is divided into two parts:
• an injection stamp: payment by the pro-

ducers to deliver his energy to a grid
connection point;

• an extraction stamp: payment by the
consumer to be supplied at a grid
connection point.

Pressure: generally speaking, depending
on the nature of the system, three different
pressure levels are used in the gas
industry:
• for major international transport, the

pressure levels used are between 60 and
100 bars;

• for the main and regional French trans-
port systems, between 40 and 80 bars;

• for distribution systems, there is on the
one hand average pressure (between
400 mbars and 4 bars) and on the other
hand low pressure, which is used to
supply domestic customers directly (less
than or equal to 50 mbars).

Price-cap: rate regulation mechanism
whereby the regulatory authority sets, in
advance, the rhythm for price changes
over several years. This mechanism is
generally considered to encourage impro-
vements in productivity, since the compa-
nies enjoying regulated rates receive all of
the cost savings which they generate
during the period for which the rates have
been fixed.

Producer: person or entity producing
natural gas and/or electricity. A generator
is a supplier. 

Purchase obligation: legislative mea-
sure obliging EDF and the Non-nationali-
zed distributors (NND) to purchase the
electricity produced by certain production
sectors, with imposed conditions.

Pure transits: flows crossing a control
area without being injected or extracted.
(e.g. a flow moving from Belgium to Spain
is a transit flow in France).

Remote metering: metering, at a dis-
tance, of the quantity of electrical energy
injected and extracted on the grid. In
France, the equipment used for this remo-
te metering complies with the applicable
metrology rules, pursuant to article 13 of
the 22 December 1994 decree approving
the specifications of the general supply
grid (GSG).

Reseller: gas or electricity supplier who
purchases energy from another supplier
to sell it to end users or resellers.

Ribbon: see electrical supply.

Shallow cost: cost of the line directly
connecting a site to a grid, excluding the
possible costs for reinforcing the grid ups-
tream of the connection point.

Shipper: a user who has signed a trans-
portation contract with a system opera-
tor. The shipper may be an eligible custo-
mer, a supplier or their representatives. 

Spot market (or day-ahead market):
markets where exchange and sale/pur-
chase transactions are carried out for
quantities of electricity or gas to be delive-
red at various times (within a day, a week,
a month, six months, a year, etc.). To build
up reliable markets and credible price refe-
rences for the market actors involved,
these marketplaces must fulfil the two cri-
teria of transparency (data published in
real time) and flexibility (no actor must be in
a position to influence the market through
his dominant position).

Stranded costs: costs resulting from the
policies chosen or imposed on the histori-
cal operators before the opening of the
market, and which cannot be covered
under the conditions of a market open to
competition.

STS tariff: the STS (Seasonal Transport
Subscriptions) tariff is applied to sales of
gas to industrial customers who have not
taken advantage of their eligibility, as well
as sales to ineligible industrial customers
and public distribution bodies.

Supplier: body supplying at least one
final consumer with electricity or gas that it
has either generated or produced itself or
purchased in the market. 

Supply contract: natural gas sale
contract between a supplier and an end
customer or reseller.

Synchronic grid: transport system
whose facilities are interconnected through
a/c links and where voltage is the same at
any point. In Europe, the main synchronic
networks are: UCTE, Nordel and the insu-
lar networks (Great Britain, Ireland…).

Take or pay: long-term contract, under
which the producer guarantees to supply
gas to an operator, and where the opera-
tor guarantees payment whether he takes
delivery of the gas or not.

Third party access(TPA): recognised
right of each user (eligible customer, dis-
tributor, producer) to access transmission,
transport and distribution systems in
exchange for payment of access rights.
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TPA Negotiated: the conditions gover-
ning access to the system are negotiated
between the system operator and the
market actors concerned (eligible custo-
mers, producers, etc.) on a case by case
basis.

TPA Regulated: in the case of regula-
ted TPA, the system access rates are
public rates (generally established by the
regulator). The access conditions are regu-
lated and identical for all users. 

Transfer tariffs: tariff applied to an elec-
tric power flow that crosses a control area.

Transmission contract/distribution
contract: contract signed between the
operator of a transport or distribution sys-
tem and a shipper for the purposes of
transporting gas between one or more
entry points and one or more delivery
points.

Transmission (or transport) or
distribution system operator: body
responsible for operating, maintaining or
developing a public transmission, transport
or distribution system, and which executes
contracts governing third party access to
the system. 

Transport-distribution interface
point: point where possession of the gas
transported by a TSO is taken by a distri-
bution network operator.

UCTE or Union for the Co-ordination
of Transmission of Electricity:
Association the aim of which is to define
the rules for the use of interconnections
between European countries. UCTE is one

of the four founder members of ETSO.
This organisation includes the following
countries: Austria, Belgium, Bulgaria,
Bosnia-Herzegovina, Croatia, Czech
Republic, Western Denmark, France,
Serbia and Montenegro, Macedonia,
Germany, Greece, Hungary, Italy,
Luxemburg, Netherlands, Poland,
Portugal, Romania, Slovakia, Slovenia,
Spain and Switzerland.

Unbundling: obligation upon integrated
companies to maintain separate balance
sheets and profit and loss accounts for
the various activities of generation (electri-
city), transmission or transport, distribu-
tion (electricity and gas), storage (gas), and
other activities. These accounts, together
with the principles governing the way they
are drawn up (attribution rules, perimeters,
financial relationship between activities)
appear in the appendix to the operators'
full annual accounts.

Underground storage facilities: use
of geological formations (water-bearing
strata or saltdomes) to store gaseous
hydrocarbons.

Virtual Power Plant: fictional produc-
tion capacity, non-designated, sold to an
operator and used to withdraw on
demand, from a producer, energy at a pre-
viously set price.

VPP : see virtual power plant.

Wobbe index: gross calorific value or net
calorific value quotient of a gas, divided
by the square root of the gas's relative
density compared with that of air.
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Units and conversions
Gas
Volumes 

1 cubic meter (m3) = 35,315 cubic feet
1 tonne of liquefied natural gas (t LNG) = 1,350 m3 of gas
1 m3 of LNG = 593 m3 of gas

Mass/volume-energy conversion 

1000 m3 of natural gas = 0.9 tonne of oil equivalent
1 m3 of natural gas = 10.8 kilowatt-hours (kWh)
1 tonne of LNG = 1.3 toe

Mass/volume conversion in BTU 
(International Energy Agency conventions)

Equivalent to LNG Gas

Norway Netherlands Russia Algeria

1 m3 39,343 40,290 33,550 35,855 37,125

1 kg 51,300 49,870 42,830 51,675 47,920

Energy equivalents

Equivalent to GJ kWh MBTU thermie therm

1 gigajoule (GJ) 1 277.8 0.948 238.9 9.479

1 kWh 3.6*10-3 1 3.411*10-3 0.86 3.411*10-2

1 million Mbtu 1.055 293.2 1 252 10

1 thermie 
(French unit)

4.186*10-3 1.162 3.968*10-3 1 3.968*10-2

1 therm (GB unit) 0.1055 29.32 1*10-1 25.2 1
1 barrel of oil (West Texas Intermediate - WTI) = 0.17 MBTU (USDOE conventions).

Electricity
The standard unit used to measure power (i.e. energy per unit of time) is the watt (W).

The watt represents the level of power corresponding to the production of energy equi-
valent to one joule (J) per second.

The joule represents the work produced by one newton (N), whose point of application
moves one metre in the direction of the force, given that a newton is the force which
gives a mass of 1 kilogram an acceleration of 1 meter per second.

The kilowatt-hour (kWh) is the amount of energy consumed by a 1 kW appliance in one
hour.

The volt (V) or kilovolt (kV) is a unit of voltage, expressing the difference in electric poten-
tial between two points of a conductor through which a constant electric current of one
ampere (unit measuring the intensity of electrical current) is passed, where the power lost
between the two points is equal to one watt.

In the field of energy, the coefficients used to multiply base units apply in the same way
as for other units, i.e:

As an example, overall electricity consumption (excluding losses) in France for the year
2002 amounted to 418 TWh, and the average annual consumption of a French house-
hold is 5,500 kWh.

The power level of the most recently built nuclear power stations is 1,450 MW, whilst that
of a wind generation station can reach 3 MW, and that of an iron is 1 kW.

Acronyms
AEEG: Autorità per l'Energia Elettrica e il Gas (Italian
Authority for Electrical Energy and Gas)
AFG: Association Française du Gaz 
(French Gas Association)
AIE: Agence Internationale de l'Energie
(International Energy Agency)
APX: Amsterdam Power Exchange
CEDIGAZ: Centre d’Information et de
Documentation sur le Gaz (French Centre for
Information and Documentation on Gas)
CEER: Council of European Energy Regulators
CFM: Compagnie Française du Méthane
CNE: Comision Nacional de Energia 
(Spanish National Energy Commission)
CNR: Compagnie Nationale du Rhône 
CRE: Commission de Régulation de l’Energie
(French Energy Regulatory Commission)
CREG: Commission de Régulation de l'Electricité et
du Gaz (Belgian Commission for Regulation of
Electricity and Gas)
CSPE: Contribution au Service Public de l’Electricité
(Public Service Electricity Contribution)
DEGS: EDF-GDF Services Department
DGEMP: Direction Générale de l’Energie et des
Matières Premières (Energy and Raw Materials
General Directorate, under the authority of the French
Minister for Energy)
DGTREN: Transport and Energy General Directorate
(European Union)
DIDEME: Direction de la Demande et des Marchés
Energétiques (Demand and Energy Markets
Department, under the authority of the French
Minister for Energy)
EASE-Gas: European Federation of Energy Traders
EEX: European Energy Exchange
EFET: European Federation of Energy Traders
EHV: Extra High Voltage
ERGEG: European Regulators Group for Electricity
and Gas
ETSO: European Transmission System Operators 
EUROGAS: European Gas Association
FSPPE: Fonds du Service Public de la Production
d’Electricité (French Public Service Electricity
Generation Fund)
GCV/NCV: Gross/Net Calorific Value
GRTN: Gestore de la Rete di Transmissione
Nazionale (Italian National Transmission System
Operator)
GSO: Gaz du Sud-Ouest 
LDC: Local Distribution Companies
LPX: Leipzig Power Exchange
LV: Low Voltage
NBP: National Balancing Point
NGC: National Grid Compagny
OCM: On-the-day Commodity Market 
(NBP spot market)
OTC: Over The Counter
PPI: Pluriannual Investment Programme
RAG: General Supply Network
REE: Red Eléctrica de España (Spain)
RTE: Réseau de Transport d'Electricité (France)
SHEM: Société Hydro-Electrique du Midi
SNET: Société Nationale d'Electricité et de
Thermique
SPEGNN: Syndicat Professionnel des Entreprises
Locales Gazières (Professional Union of Local Gas
Companies)
TSO: Transmission System Operator
TTF: Title Transfer Facility (Virtual gas hub in the
Netherlands)
UCTE: Union for the Co-ordination of Transmission
of Electricity
IGU: International Gas Union
UNIDEN: Union des Industries Utilisatrices d’Energie
(Union of Gas-using Industries)
UPRIGAZ: Union Professionnelle des Industries
Privées du Gaz (Professional Union of Industries
Denied Gas)
VPP: Virtual Power Plant
ZNI or NIT: Non-interconnected territory
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Austria 
Mr. Walter Boltz 
Director
Energie-Control GmbH 
Rudolfsplatz 13a 
1010 Vienna 
Tel: +43 1 24 7 240 
Fax: +43 1 24 7 24-900 
E-mail: info@e-control.at 
www.e-control.at 

Belgium 
Mrs. Christine Vanderveeren
President
Commission pour la Régulation 
de l'Electricité et du Gaz 
Rue de l'Industrie, 26 
1040 Bruxelles 
Tel: +32 2 289 76 11 
Fax:+32 2 289 76 09 
E-mail: info@creg.be 
www.creg.be/ 

Cyprus 
Mr. Costas Ioannou
Chairman
Cyprus Energy Regulatory Authority 
81-83 Gr. Digeni Avenue, 3rd Floor 
1311 Nicosia 
Tel: +357 22 666363 
Fax: +357 22 667763 
E-mail: cioannou@cera.org.cy 

Czech Republic 
Mr. Pavel Brychta 
Chairman
Energy Regulatory Office 
Masarykovo námestí 5 
586 01 Jihlava 
Tel: +420 567 580111, +420 564
578111 
Fax: +420 567 580640 
E-mail: eru@eru.cz 
www.eru.cz/ 

Denmark 
Mr. Uffe Bundgaard-Jørgensen
Chairman
Danish Energy Regulatory Authority
(Energitilsynet) 
Nyropsgade 30
1780 Copenhagen V
Denmark
Tel: +45 33 17 70 70 
Fax: +45 33 32 61 44 
E-mail: et@ks.dk 
www.energitilsynet.dk 

Estonia 
Mr. Märt Ots
Director General
Energy Market Inspectorate 
Kiriku 2 
10130 Tallinn 
Tel: +372 6 201901 
Fax: +372 6 201932 
E-mail: eti@eti.gov.ee 
www.eti.gov.ee/ 

Finland 
Mrs. Asta Sihvonen-Punkka
Director
The Electricity Market Authority 
Lintulahdenkatu 10,
00500 HELSINKI 
Tel: +358 9 62 20 36 11 
Fax: +358 9 62 21 911 
E-mail : virasto@energiamarkkinavirasto.fi 
www.energiamarkkinavirasto.fi

France 
M. Jean Syrota
President
Commission de Régulation de l'Energie 
2, rue du Quatre-Septembre 
75084 Paris Cedex 02 
Tel: +33 1 44 50 41 00 
Fax:+33 1 44 50 41 11 
E-mail: com@cre.fr 
www.cre.fr/ 

Great Britain 
Sir John Mogg
Chairman
Ofgem 
9, Millbank 
London SW1P 3GE 
Tel: +44 207 901 70 00 
Fax:+ 44 207 901 70 66 
E-mail: media@ofgem.gov.uk 
www.ofgem.gov.uk/ 

Greece 
Mr. Pantelis Capros
Chairman
RAE-Regulatory Authority for Energy of
Greece 
Panepistimiou 69 
Athens 10564 
Tel: +30 1 372 74 00 
Fax: +30 1 3255460 
E-mail: info@rae.gr 
www.rae.gr 

Hungary 
Mr. Ferenc Horváth
President
Hungarian Energy Office 
Köztársaság Tér 7 
1081 Budapest 
Tel: +36 1 4597701 
Fax: +36 1 4597702 
E-mail: eh@eh.gov.hu 
www.eh.gov.hu/ 

Iceland 
Mr. Thorkell Helgason
Director General
Orkustofnun 
Orkugaroi 
Grensásvegi 9 
108 Reykjavík 
Tel: +354 569 6000 
Fax: +354 568 8896 
E-mail: os@os.is 
www.os.is/ 

Ireland 
Mr. Tom Reeves
Commissioner
Commission for Electricity Regulation 
Plaza House 
Belgard Road, Tallaght 
Dublin 24 
Tel: +353 1 4000 800 
Fax: +353 1 4000 850 
E-mail : info@cer.ie 
www.cer.ie 

Italy 
Mr. Alessandro Ortis
President
Autorità per l'Energia Elettrica e il Gas 
5 Piazza Cavour 
20121 Milano 
Tel: +39 02 65 56 52 01 
Fax: +39 02 65 56 52 78 
E-mail: info@autorita.energia.it 
www.autorita.energia.it

Latvia 
Mrs. Inna Steinbuka
Chairwoman
Public Utilities Commission 
Brivibas str. 55 
Riga, LV-1010 
Tel: +371 7097200 
Fax: +371 7097277 
E-mail: sprk@sprk.gov.lv 
www.sprk.gov.lv/ 

Lithuania 
Mr. Vidmantas Jankauskas
Chairman
National Control Commission for Prices and
Energy 
Algirdo st. 31 
LT-03219 Vilnius 
Tel/Fax: +370 5 2135270 
E-mail: rastine.komisija@regula.is.lt 
www.regula.is.lt/ 

Luxembourg 
Mrs. Odette Wagener
Director
Institut Luxembourgeois de Régulation 
45, allée Scheffer 
L-2922 LUXEMBOURG 
Tel: +352 4588 45 28 
Fax: +352 4588 45 88 
E-mail: ilr@ilr.lu 
www.ilr.lu

Malta 
Mr. Joseph Tabone
Chairman
Malta Resources Authority 
Millenia, 2nd floor 
Aldo Moro Road 
Marsa 
Tel: +356 21220619 
Fax: +356 22955200 
E-mail: enquiry@mra.org.mt 
www.mra.org.mt/ 

Netherlands 
Mr. Gert Zijl
Director
Dte (Office for Energy Regulation) 
Box 16 326 
2500 BH The Hague 
Tel: +31 70 330 35 00 
Fax: +31 70 330 35 35 
E-mail: nmriez@minez.nl 
www.dte.nl/nl/ 

Northern Ireland 
Mr. Douglas McIIdoon
Director General
Office for Regulation of Electricity
and Gas
Brookmount Buildings
42 Fountain Street
Belfast BT1 5 EE
Tel - 44 2890 31 15 75
Fax - 44 2890 31 17 40
www.ofreg.nics.gov.uk/index.htm

Norway 
Mr. Jan Moen
Director of Regulation and DSM
Norwegian Water Resources & Energy
Directorate 
Middelthunsgate 29 
P.O. Box 5091 Majorstua 
0301 Oslo 
Tel: +47 22 95 95 95 
Fax: +47 22 95 90 00 
E-mail : nve@nve.no 
www.nve.no

Poland 
Mr. Leszek Juchniewicz
President
Energy Regulatory Office 
64 Chlodna Str.
00-872 Warsaw 
Tel: +48 22 6616302 
Fax: +48 22 6616300 
E-mail: ure@ure.gov.pl 
www.ure.gov.pl/ 

Portugal 
Mr. Jorge Vasconcelos
Chairman
Entidade Reguladora dos Servicos
Energéticos 
Edifício Restelo 
Rua Dom Cristóvão da Gama nº 1 
1400-113 Lisboa 
Tel: +351 21 303 32 00 
Fax: +351 21 303 32 01 
E-mail: erse@erse.pt 
www.erse.pt

Slovak Republic 
Mr. Ján Matusky
Chairman
Regulatory Office for Network Industries 
Bajkalska 27 
820 07 Bratislava 
Tel: +421 2 58100436 
Fax: +421 2 58100479 
www.urso.gov.sk/ 

Slovenia 
Mr. Jože Koprivnikar
Director
Energy Agency of the Republic of Slovenia 
Svetozarevska 6 
2000 Maribor 
Tel: +386 2 2294261 
Fax: +386 2 2294270 
E-mail: info@agen-rs.si 
www.agen-rs.si/ 

Spain 
Mr. Pedro María Meroño Vélez
President
Comisión Nacional de Energia 
Calle Alcalá 47 
28014 Madrid 
Tel: +34 91 432 96 00 
Fax: +34 91 577 62 18 
E-mail: dre@cne.es 
http://www.cne.es 

Sweden 
Mr. Håkan Heden
Deputy Director General
Swedish Energy Agency 
Kungsgatan 43 
631 04 Eskilstuna 
Tel: +46 16 544 20 00 
Fax: +46 16 544 20 99 
E-mail: stem@stem.se 
www.stem.se/ 

Council of European Energy Regulators

´
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