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Foreword by the Chair of ACER’s Board of Regulators and 
CEER, and by the Director of ACER

We are pleased to present the third joint annual Market Monitoring Report by the Agency for the Coop-
eration of Energy Regulators (‘the Agency’) and the Council of European Energy Regulators (CEER). By 
producing a joint Report, we aim to provide a comprehensive assessment of developments in the electricity 
and gas sector and on the progress towards the implementation of the Third Energy Legislative Package 
(3rd Package) and the completion of the internal energy market (IEM). The European Commission President 
GHVLJQDWH¶V�DQQRXQFHPHQW�WKDW�KH�ZLOO�SURPRWH�D�PDMRU�LQLWLDWLYH�±�WKH�(QHUJ\�8QLRQ�±�FRQ¿UPV�WKH�FRQ-
WLQXLQJ�LPSRUWDQFH�RI�(8�HQHUJ\�SROLF\�DQG�RI�WKH�LQWHJUDWLRQ�RI�(8�HQHUJ\�PDUNHWV�LQ�WKH�FRPLQJ�\HDUV��
The data and conclusions presented in this Report are also meant to inform and contribute to this initiative. 

7KLV�5HSRUW�FRYHUV�WKH�VDPH�DUHDV�DV�ODVW�\HDU�±�UHWDLO�HOHFWULFLW\�DQG�QDWXUDO�JDV�SULFHV��DFFHVV�WR�WKH�
networks including access of electricity produced from renewable energy sources, and compliance with the 
FRQVXPHU�ULJKWV�ODLG�GRZQ�LQ�'LUHFWLYH���������(&�DQG�'LUHFWLYH���������(&�±�H[SDQGLQJ�WKH�DQDO\VLV�DQG�
again focusing on the remaining barriers to the completion of a well-functioning internal electricity and gas 
markets.

By the end of 2013, the Agency has delivered the framework guidelines in all the eight areas (four in elec-
WULFLW\�DQG�IRXU�LQ�JDV��LGHQWL¿HG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�DV�NH\�IRU�VXSSRUWLQJ�WKH�LQWHJUDWLRQ�RI�WKH�
IEM. So far, 12 of the 14 related Network Codes have been recommended for adoption and three of them 
have actually been adopted. The Agency and national regulatory authorities for energy have been working 
LQ�VXSSRUWLQJ�WKH�¿QDOLVDWLRQ�RI�WKH�UHPDLQLQJ�1HWZRUN�&RGHV�DQG�LQ�SURPRWLQJ�WKHLU�UDSLG�LPSOHPHQWDWLRQ��
in many cases, on a voluntary basis, even before their provisions become legally binding. The aim is to 
HQVXUH�WKDW�(8�HQHUJ\�FRQVXPHUV�FDQ�UHDS�WKH�EHQH¿WV�RI�D�ZHOO�IXQFWLRQLQJ�,(0��LQ�WHUPV�RI�PRUH�FKRLFH�
and better prices, as soon as possible. In this context, this Report assesses how close the electricity and 
gas sectors are in the achievement of these goals and where further regulatory action is needed to remove 
any remaining barriers.

2XU�¿QGLQJV�VKRZ�WKDW��GHVSLWH�WKH�FRQWLQXLQJ�HFRQRPLF�VWDJQDWLRQ�DQG�GHFUHDVLQJ�ZKROHVDOH�HQHUJ\�SULF-
HV�LQ�PDQ\�MXULVGLFWLRQV��(8�HOHFWULFLW\�DQG�JDV�UHWDLO�SULFHV�KDYH�PDLQWDLQHG�DQ�XSZDUG�WUHQG��RIWHQ�GULYHQ�
by the dynamics of non-contestable charges, even though this trend in 2013 was less pronounced than in 
previous years. Looking back at the period since 2008, the report shows that there has been little respon-
siveness between wholesale and retail prices, as well as increasing mark-ups in several Member States.

With a few notable exceptions, there seems to be a vicious circle in the retail energy market of many Mem-
ber States, where competition between different suppliers is still weak with often little product and price dif-
ferentiation. This gives little incentives to electricity and gas household consumers to participate actively in 
the market by exercising choice among available suppliers, as well as price and product offerings. This is in 
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WXUQ�XVHG�DV�D�MXVWL¿FDWLRQ�IRU�PDLQWDLQLQJ�UHWDLO�SULFH�UHJXODWLRQ��ZKLFK�LWVHOI�KDPSHUV�FRPSHWLWLRQ��7KLV�YL-
cious circle needs urgently to be broken by, on the one hand, facilitating consumer switching behaviour and 
awareness and improving the comparability and comparison of different suppliers’ offers; on the other hand, 
by removing the barriers to entry into retail markets and phasing out price regulation as soon as possible. 

At wholesale level, while the electricity market integration progressed with observed improved use of cross-
border capacity, this has not always resulted in an increase in price convergence, which actually decreased 
in the Central-West Europe region during 2013. The rapid implementation of the Electricity Target Model 
(ETM) in all timeframes, the removal of barriers to the IEM in Member States, further harmonisation of 
energy policies at Member State level, the integration of renewables in the market and the development 
RI�ÀH[LELOLW\��LQFOXGLQJ�GHPDQG�VLGH�ÀH[LELOLW\��DUH�WKH�PDLQ�FKDOOHQJHV�DKHDG�RI�XV�LQ�WKH�HOHFWULFLW\�VHFWRU��
In gas, price convergence is improving and cross-border capacity contracting is becoming more short-
term oriented, especially where liquid hubs operate, even though substantial differences still exist between 
FRQWUDFWXDO�DQG�DFWXDO�XWLOLVDWLRQ�YDOXHV�LQ�D�VLJQL¿FDQW�QXPEHU�RI�LQWHUFRQQHFWLRQ�SRLQWV��7KH�FKDOOHQJH�LV�
to promote the liquidity of gas trading and ensure that all unused capacities, whether or not strategically 
acquired, can be easily returned to the market so that other shippers can use them if short-term trading 
opportunities arise.

The data used for compiling this Report have been collected and provided by national regulatory authori-
ties for energy (NRAs), the European Commission and the European Networks of Transmission System 
Operators (ENTSOs) for electricity and gas. We are grateful to all for their contribution. Our most sincere 
appreciation also goes to our colleagues in the market monitoring team at the Agency for their sustained 
effort in continuously monitoring market developments and in producing this Report.

The Agency is committed to continue monitoring progress towards the completion of a well-functioning 
internal energy markets. The Agency is also looking into whether the Electricity and Gas Target Models 
±�FRPPRQ�YLVLRQV�IRU�WKH�LQWHUQDO�HOHFWULFLW\�DQG�JDV�PDUNHWV�±�QHHG�WR�EH�HQKDQFHG�WR�DGGUHVV�WKH�QHZ�
FKDOOHQJHV�WKDW�WKHVH�VHFWRUV�ZLOO� IDFH�EH\RQG�������$�VSHFL¿F� LQLWLDWLYH�Energy Regulation: A Bridge to 
2025 was launched by the Agency, in cooperation with CEER, late in 2013 and has recently resulted in the 
Agency issuing its Recommendation on the regulatory response to the future challenges emerging from 
developments in the internal energy market. 

Working nationally, regionally and at European level with policy makers, notably with the European Com-
mission and the European Parliament, and the industry, energy regulators remain committed to putting the 
legal, regulatory and operational framework in place that will deliver an internal market in energy for the 
EHQH¿W�RI�(XURSH¶V�FRQVXPHUV�

 

Lord Mogg Alberto Pototschnig 
Chair of ACER’s Board of Regulators and CEER ACER Director
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Executive Summary
Introduction

This is the third annual Market Monitoring Report (MMR) by the Agency for the 
Cooperation of Energy Regulators (‘the Agency’) and the Council of European 
(QHUJ\�5HJXODWRUV��&((5���FRYHULQJ�WKH�GHYHORSPHQWV�LQ�(8�HOHFWULFLW\�DQG�
gas markets in 2013. Expanding on the analysis performed last year, this re-
port again focuses on retail markets and consumer issues, on the main devel-
opments in gas and electricity wholesale market integration and on network 
access issues. It also provides an analysis of the remaining barriers to further 
market integration.

The report is divided into four chapters: (i) the electricity and gas retail market; 
(ii) the electricity wholesale market; (iii) the gas wholesale market; and (iv) 
consumer protection and empowerment. Both wholesale chapters report on 
network access issues.

Retail electricity and gas markets

In order to assess the state of play in retail markets in 2013, the Agency and 
CEER expanded the analysis and the breadth and depth of the data collected 
for this purpose, compared to 2011 and 2012. The report focuses on the evo-
lution of retail prices by component and on other relevant factors, including 
markets concentration, wholesale retail mark-ups, entry and exit activity, and 
consumer switching behaviour. 

Despite continued low economic growth in 2013, energy retail prices rose 
IRU�ERWK�KRXVHKROGV�DQG�LQGXVWULDO�FRQVXPHUV�LQ�WKH�PDMRULW\�RI�(8�0HPEHU�
States (MSs), although the increase was lower compared to 2012, in particu-
lar for gas. From 2012 to 2013, European post-tax electricity prices increased 
on average by 4.4% (+4.6% in 2012) for households and by 2.0% (+5.2% in 
2012) for industrial consumers. Post-tax gas prices for household consumers 
rose by 2.7% (+10% in 2012) and decreased for industrial consumers by 1.2% 
(+11% in 2012). 

,Q�PRVW�FRXQWULHV��KRXVHKROG�HQHUJ\�SULFHV�DUH�JUHDWO\�LQÀXHQFHG�E\�QRQ�FRQ-
testable charges (i.e. taxation and network charges), which usually make up 
more than half of the total energy bill. Large disparities in pre-tax electricity and 
gas prices for both households and industrial consumers persist across Europe, 
UHÀHFWLQJ� WKH�KHWHURJHQHLW\�RI�QDWLRQDO�HQHUJ\�SROLFLHV��)RU�H[DPSOH��'DQLVK�
and Swedish household consumers pay on average more than three times the 
price of Romanian and Bulgarian households for their electricity and gas.

Since 2008, and particularly over the last few years, these non-contestable 
FKDUJHV�KDYH�VLJQL¿FDQWO\�LQFUHDVHG�LQ�PDQ\�FRXQWULHV��HVSHFLDOO\�DV�D�UHVXOW�
of costs related to support schemes for renewable energy sources (RES). At 
the same time, electricity wholesale prices have decreased, mainly under the 
pressure of subsidised RES. For some countries, such as Austria, Germany, 
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Ireland and Slovenia, the 2013 increase in RES charges was almost com-
pletely offset by a decrease in the energy component due to falling electricity 
wholesale prices. As a consequence of this mechanism, retail price competi-
tion is weakened by the decreasing contestability of end-user prices.

The energy component of the post-tax price, i.e. the contestable part, de-
pends to a great extent on the level of competition in the market. The monitor-
ing results show that the moderately concentrated electricity retail markets of 
Denmark, Finland, Germany, Great Britain, Italy, the Netherlands and Norway 
perform relatively well, judged on the basis of key competition performance 
indicators (e.g. choice of suppliers and offers; switching rates; entry-exit activ-
ity; consumers’ experiences; mark-up etc.). The same is true for the British, 
Czech, Dutch, German, Slovenian and Spanish gas retail markets, although 
in gas retail markets are often more concentrated than in electricity. Retail 
competition performance indicators show no or weak signs of competition in 
MSs with highly concentrated markets at the national level: in electricity in 
Bulgaria, Cyprus, Hungary, Latvia, Lithuania, Malta and Romania; in gas in 
Bulgaria, Croatia, Hungary, Latvia, Luxembourg and Poland. 

The majority of electricity and gas household consumers do not participate 
actively in the market by exercising choice among available suppliers, as well 
as among different price and product offerings. As a result of this non-partic-
ipation, the proportion of electricity and gas household consumers supplied 
by another supplier than the incumbent is still very low in the majority but a 
few countries: Great Britain, Belgium and Portugal (both markets), Norway 
and the Czech Republic in electricity, and Germany, Spain and Ireland in gas 
markets.

7KH�PRQLWRULQJ�UHVXOWV�IRU������FRQ¿UP�WKH������¿QGLQJV�UHJDUGLQJ�WKH�SRVL-
tive correlation in gas between saving potentials from switching and switching 
rates across Europe. In electricity, no clear pattern has been detected. Non-
TXDQWL¿DEOH�DVSHFWV�RI� FRQVXPHU�EHKDYLRXU�PLJKW� DFW� DV�D�EDUULHU� WR� UHWDLO�
entry in some MSs, such as consumer loyalty, inertia and risk aversion.

Electricity and gas consumers in liberalised (i.e. non-price regulated) coun-
tries can choose from among several offers provided by different suppliers on 
the market. According to a data sample based on offers in the capital cities, 
the electricity and gas markets of Germany, Great Britain, Denmark and the 
Netherlands are the relative best performers in relation to the number of offers 
DQG�VXSSOLHUV�SURYLGLQJ�GLYHUVL¿HG�SURGXFWV�IRU�HOHFWULFLW\�DQG�JDV�FRQVXPHUV��
such as the type of energy pricing, green offers, additional free services and/
or dual fuel offers.

Consumers in countries with more choice and higher switching rates also 
WHQG�WR�EH�PRUH�VDWLV¿HG��ZKLFK�LV�VKRZQ�LQ�WKH�UHVXOWV�RI�D�FRQVXPHU�VXUYH\�
undertaken in 2013 for DG SANCO Scoreboard. For instance, consumers 
in Belgium, Germany, Finland, Luxembourg, Slovakia and Slovenia have the 
most positive experience of the electricity and gas markets in their respective 
countries (i.e. they are the best scoring countries in the following four ele-
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ments: ‘expectations’, ‘choice’, ‘comparability’ and ‘ease of switching’). Bul-
garia, Croatia, Hungary, and Romania are at the bottom of the ranking. The 
high difference between the scores on different elements is a clear indication 
that the performance in these markets is highly country-dependent and thus 
open to improvement at a national level.

Despite the general proliferation of different products (e.g. many suppliers 
DUH�RIIHULQJ�JUHHQ��¿[HG��GXDO�IXHO�HWF����ZKLFK�DSSHDO�WR�FRQVXPHUV��LW�LV�DOVR�
evident that suppliers in some countries are innovating very little, if at all (e.g. 
electricity and gas suppliers in Bulgaria, Greece, Latvia and Romania; elec-
tricity suppliers in Cyprus and Malta; and gas suppliers in Croatia, Finland and 
Poland). This is arguably linked to the dominance of the incumbent electricity 
or gas suppliers which, in the absence of competitive pressure, do not have 
strong incentives to differentiate their products.

To improve consumer switching behaviour and awareness, national regula-
tory authorities (NRAs) should be actively involved in ensuring the prerequi-
sites for switching, such as transparent and reliable online price comparison 
tools and transparent energy invoices. Furthermore, NRAs should proactively 
advocate the establishment of switching procedures and make consumers 
aware of switching options.

Consumer choice and consumer engagement in general can be facilitated 
by having reliable web comparison tools in place (allowing comprehensive 
and easy ways to compare suppliers), adopting standardised fact sheets for 
each retail offer, publishing easily comparable unit prices in terms of standing 
FKDUJHV�DQG�YDULDEOH�UDWHV�IRU�VWDQGDUG�FRQVXPSWLRQ�SUR¿OHV��DQG�SURPRWLQJ�
systems/platforms fostering collective switching. These measures do not in-
terfere with the ability of suppliers to set prices.

In a dedicated study commissioned by the Agency, retail suppliers were in-
WHUYLHZHG�DERXW�WKH�EDUULHUV�WR�HQWHULQJ�UHWDLO�HQHUJ\�PDUNHWV�DW�WKH�(8�OHYHO��
The key perceived barriers are the lack of harmonisation of MSs regulatory 
frameworks, the persistence of retail price regulation, high uncertainty con-
cerning future regulatory developments and low liquidity of wholesale mar-
NHWV��SDUWLFXODUO\�LQ�OHVV�GHYHORSHG�PDUNHWV��7KH�LQWHUYLHZHHV�DOVR�LGHQWL¿HG�
ORZ�PDUJLQV�DQG�WRXJK�FRPSHWLWLRQ�DV�DQ�LVVXH�LQ�VSHFL¿F��PRUH�GHYHORSHG�
markets.

Although regulated end-user prices for households still exist in 15 out of 29 
countries in electricity and in 15 out of 26 countries in gas, the trend towards 
their removal continued during 2013. Two (Estonia and Greece) MSs removed 
price regulation for electricity in 2013. In Italy, electricity and gas standard 
offer prices for households are set based on wholesale prices and standard 
margins. The Agency notes that plans are in place for the further removal of 
price regulation in a number of other MSs during 2014. 

In a number of MSs, public authorities set energy retail prices with greater 
attention to political considerations than to underlying supply costs. In some 
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MSs, regulated prices are set below cost levels, which hampers the develop-
ment of a competitive retail market. In other MSs, the public authority (usu-
ally the NRA) sets end-user prices with reference to wholesale prices (for 
instance, Italy and Portugal). 

5HJXODWHG�SULFHV�VKRXOG�EH�VHW�DW�OHYHOV�ZKLFK�DYRLG�VWLÀLQJ�WKH�GHYHORSPHQW�
of a competitive retail market. They must be consistent with the provisions 
of the 3rd�3DFNDJH��DQG�VKRXOG�EH�UHPRYHG�ZKHUH�D�VXI¿FLHQW�OHYHO�RI�UHWDLO�
competition is achieved. 

As indicated in last year’s MMR, in order to promote market entry further, MSs 
should follow best practice by: (i) allowing free opting in and out of regulated 
prices; (ii) setting the regulated price at least equal to or above cost; and by 
�LLL��XSGDWLQJ�WKH�UHJXODWHG�SULFH�WR�UHÀHFW�WKH�VRXUFLQJ�FRVW�DV�PXFK�DQG�DV�
frequently as possible. In this way, they could facilitate the development of 
retail competition.

Consumer protection and empowerment

While the MMR 2012 assessed the level of compliance with provisions for 
consumer rights in the 3rd Package, the MMR 2013 closely explores the un-
GHUO\LQJ�PHFKDQLVPV�RI�KRZ�(8�ODZ�KDV�EHHQ�WUDQVSRVHG�LQWR�QDWLRQDO�OHJLV-
ODWLRQ�DQG�KRZ�¿QDO�KRXVHKROG�FRQVXPHUV�DUH�SURWHFWHG�LQ�SUDFWLFH��$�VHULHV�
RI�LQGLFDWRUV�PHDVXUH�KRZ�FRQVXPHUV�FXUUHQWO\�EHQH¿W�IURP�SURWHFWLRQ�XQGHU�
the respective provisions from the 3rd Package in each country. In several 
cases, they indicate examples of best practice, where MSs have gone beyond 
the legal requirements.

(8�SURYLVLRQV�FRQFHUQLQJ�VXSSOLHU�RI�ODVW�UHVRUW��6R/5��DQG�UHVWULFWLRQV�WR�GLV-
connections from the grid have been widely implemented in national legisla-
tion. While SoLR mechanisms have been established in almost all countries, 
there are considerable differences in their functions across MSs. The most 
prevalent application of SoLR is for the provision of supply in cases where a 
customer’s original supplier fails (e.g. bankruptcy or license revocation). How-
ever, roughly half of countries also foresee a SoLR to support economically 
weaker consumers (e.g. those that no energy supplier is willing to contract 
with), as well as inactive consumers, although this is labelled as default supply 
in some countries.

As for disconnections resulting from non-payment, the percentage of custom-
ers disconnected in 2013 was generally low (ranging from estimates of less 
than 1%, with one notable exception at 6.7%, Portugal). For the MSs ex-
amined, no systematic difference was detected between electricity and gas 
disconnection rates. However, despite a monitoring duty in the 3rd Package 
for disconnection rates, roughly half of NRAs (14 MSs) were able to provide 
information on 2013 disconnection rates. 

Prior to effecting the disconnection, in most MSs a legal minimum period ap-
plies to the disconnection process. This period varies considerably across 
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MSs, ranging from ten to 200 days. However, considerably less information is 
available on the actual duration of the disconnection processes, as energy ser-
vice providers exercise some liberty in deciding whether or not to disconnect 
WKHLU�FXVWRPHUV�LQ�WKH�¿UVW�SODFH��+HUH��15$V�KDYH�OHVV�LQIRUPDWLRQ�DERXW�WKH�
practicalities of disconnections, which may also vary within countries because 
RI�GLIIHUHQW�FRPSDQ\�SROLFLHV��1HYHUWKHOHVV��WKH�DYDLODEOH�¿JXUHV�LQGLFDWH�WKDW�
the actual duration of a typical disconnection process due to non-payment 
may be considerably longer than legally required (e.g. in Great Britain, the 
OHJLVODWLRQ�VSHFL¿HV����GD\V�IRU�WKH�GLVFRQQHFWLRQ�SURFHVV��KRZHYHU��LQ�SUDF-
tice it takes 80 days).

Regarding the protection of vulnerable consumers and the application of 
DGHTXDWH�VDIHJXDUGV�� WKH�PDMRULW\�RI�06V�KDYH�GH¿QHG�WKH�FRQFHSW�RI�YXO-
nerable customers. However, MSs take different approaches to protecting 
these groups of consumers, in some cases through social or other protection 
mechanisms rather than an explicit concept of vulnerable energy customers. 
7KHUHIRUH�� WKH�UHSRUW� WDNHV�D�FORVHU� ORRN�DW�VSHFL¿F�SURWHFWLRQ�PHFKDQLVPV�
in order to grasp the kind of support available to these consumers. The most 
frequent measures taken to protect vulnerable consumers are restrictions on 
disconnection due to non-payment. This mechanism is in place in 16 out of 23 
MSs (electricity) and 11 out of 21 MSs (gas). 

Other common means to support vulnerable consumers are special energy 
SULFHV��DOVR�NQRZQ�DV�VRFLDO�WDULIIV��DQG�HDUPDUNHG�VRFLDO�EHQH¿WV�WR�FRYHU�HQ-
ergy costs. Support mechanisms such as a certain amount of free energy or 
H[HPSWLRQV�IURP�VSHFL¿F�FRVW�FRPSRQHQWV�RI�HQHUJ\�DUH�UDUH��:KLOH�QDWLRQDO�
suppliers may offer some types of repayment plan (i.e. deferred payment), 
a consumer’s right to deferred payment is not widespread across MSs. It is 
LPSRUWDQW�WR�QRWH�WKDW�WKH�GH¿QLWLRQ�RI�YXOQHUDELOLW\�FDQ�GLIIHU�EHWZHHQ�06V��UH-
sulting in different percentages of vulnerable customers across Europe. While 
some MSs (Ireland, Lithuania, Portugal and Slovenia) report shares below 
2%, others (Greece, Malta and Romania) indicate over 10% of household 
consumers as vulnerable. However, comparisons between countries are lim-
LWHG�GXH�WR�WKH�YDVW�GLIIHUHQFHV�LQ�WKH�GH¿QLWLRQ�RI�WKH�FRQFHSW�RI�YXOQHUDEOH�
FXVWRPHUV��QDWLRQDO�GLIIHUHQFHV�LQ�WKH�VRFLDO�VHFXULW\�V\VWHP��YDU\LQJ�EHQH¿WV�
in the energy sector and/or state of national economies at the time. 

Consumer protection also extends to the availability of adequate and accurate 
information regarding prices. In 17 MSs, there are legal requirements regard-
LQJ�DGYDQFH�QRWL¿FDWLRQ�RI�SULFH�FKDQJHV��0HDQZKLOH��LQ�DOPRVW�DOO�FRXQWULHV��
there are legal requirements to provide consumers with information about 
changes to other components of the energy costs (e.g. network tariffs, taxes, 
HWF����7KH�VSHFL¿F�DGYDQFH�QRWLFH�SHULRG�UHTXLUHG�YDULHV�EHWZHHQ����DQG����
days for different MSs. In 13 out of 17 MSs with the legal requirement, one 
month is required. 

Regarding non-price related information, consumers’ bills contain supplier 
details, payment modalities and consumption data in almost all countries. In 
most countries, information on the right to dispute settlement and contact de-
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tails for the distribution system operator (DSO) are available on the bill. It is 
OHVV�FRPPRQ�WR�¿QG�WKH�EHVW�SUDFWLFH��ZKLFK�LV�LQIRUPDWLRQ�RQ�KRZ�WR�VZLWFK�
suppliers and the duration of the contract. Consumers also have a right to 
independent information via a single point of contact, which MSs are required 
to establish. Almost all of the respondent countries indicate that they have 
such a service in place; this may be shared by several authorities (e.g. NRA, 
ombudsman and government).

The possibility for consumers to exercise their right to switch supplier can 
place competitive pressure on suppliers to deliver the best services at the best 
prices. In most MSs, supplier switching is performed, as required by law, with-
in three weeks. While some MSs have yet to implement this provision in law 
and/or practice, four are working towards a faster process: electricity supplier 
VZLWFKLQJ�VKRXOG�EH�SHUIRUPHG�LQ�RQH�ZRUNLQJ�GD\�LQ�)UDQFH��¿YH�LQ�,UHODQG�
DQG�3RUWXJDO��DQG�WHQ�LQ�'HQPDUN��(8�OHJLVODWLRQ�DOVR�UHTXLUHV�WKH�VHWWOHPHQW�
�¿QDO��ELOO�IROORZLQJ�D�VZLWFK�WR�EH�SURYLGHG�ZLWKLQ�VL[�ZHHNV��,Q�PRVW�FRXQWULHV��
this provision has been implemented and is applied in practice, although six 
MSs (Bulgaria, the Czech Republic, France, Hungary, Lithuania and Slovakia) 
have a shorter period.

Smart meters can facilitate supplier switching and enable more frequent infor-
mation on consumption and billing; their roll-out is being undertaken progres-
sively in many MSs. In Finland, Italy and Sweden, the roll-out for electricity 
smart meters has been completed, while Denmark, Slovenia and Spain have 
D�VLJQL¿FDQW�VKDUH�RI�VPDUW�PHWHUV�DOUHDG\�LQVWDOOHG��)RU�WKH�PRPHQW��LQ�WKH�
gas sector, Denmark, Great Britain, Italy and the Netherlands have begun a 
roll-out for a small share of consumers. In MSs where smart meters are not 
in place, most consumers receive information on their actual consumption on 
an annual basis.

All regulators collect data on complaints, as the number and reasons for re-
ported complaints can help detect market dysfunctions and assess the degree 
of consumer satisfaction. A minority of NRAs provided data on the number of 
household consumer complaints received by suppliers and/or the DSOs. This 
suggests that the requirement of the 3rd Package regarding the monitoring 
of complaints by NRAs are implemented differently across MSs. Reported 
¿JXUHV�IDOO�LQ�D�UDQJH�EHWZHHQ�RQH�DQG�VL[�SHU�������LQKDELWDQWV�LQ�FRXQWULHV�
where data is available. However, exceptions raise some questions regarding 
the comprehensiveness and/or the robustness of this reporting, as well as the 
GH¿QLWLRQV�DQG�PHWKRGRORJ\�DSSOLHG�LQ�FROOHFWLQJ�WKH�GDWD��$OO�15$V�UHSRUWHG�
that there is an alternative dispute resolution (ADR) scheme in their country. 
+RZHYHU��RQO\�D�IHZ�ZHUH�DEOH�WR�UHSRUW�¿JXUHV�IRU�WKH�QXPEHU�RI�$'5�FDVHV��
which shows that there is scope to improve systematic reporting on this issue.

Some countries still have no statutory complaint handling standards, while the 
legally allowed processing time for suppliers/DSOs to deal with complaints is 
between one and two months for both electricity and gas. However, in some 
countries the processing time is shorter, such as nine to 15 days, or longer, 
such as up to four months. The time required for the ADR body to settle a dis-
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pute varies from country to country between one and six months.

Overall, the monitoring results presented in the consumer protection and em-
powerment chapter show that many of the national legal provisions (de jure) 
are applied in practice (de facto) on a similar basis (with a practical approach 
outperforming the legal requirement in some cases). 

Some MSs perform better than the requirements of some provisions for con-
sumer rights in the 3rd Package. For instance, four MSs perform better as 
regards the maximum duration of a supplier switch.

+RZHYHU��WKHUH�UHPDLQV�VLJQL¿FDQW�URRP�IRU� LPSURYHPHQW� LQ�� L�� WKH�PRQLWRU-
ing of the number and the practicalities of disconnection due to non-payment; 
ii) the systematic collecting of data on consumer complaints (e.g. ADR); iii) 
the implementation of statutory standards for handling complaints (such as 
a shorter response time); iv) the information provided in bills about supplier 
switching options; and v) the frequency of informing consumers on their actual 
consumption.

Wholesale electricity market integration and network access

In 2013, market coupling continued to be an important driver of wholesale 
electricity price convergence. For instance, the Czech, Hungarian and Slova-
NLDQ�SULFHV�VLJQL¿FDQWO\�FRQYHUJHG�IROORZLQJ�WKH�H[WHQVLRQ�RI�PDUNHW�FRXSOLQJ�
from the Czech Republic and Slovakia to Hungary in September 2012. 

7KHUH� UHPDLQV� VLJQL¿FDQW� VFRSH� IRU� IXUWKHU� ZKROHVDOH� HOHFWULFLW\� SULFH� FRQ-
YHUJHQFH� DFURVV� WKH�(8�� ,Q� ������ WKH�&HQWUDO�:HVW� (XURSH� �&:(�� UHJLRQ�
UHFRUGHG�WKH�PRVW�VLJQL¿FDQW�GHFUHDVH�LQ�SULFH�FRQYHUJHQFH��GRZQ�E\�����
compared with 2012). This is explained by other important factors, for exam-
ple, RES penetration and cheap coal in the international markets drove Ger-
man prices down more than elsewhere in the region, due to the relatively high 
SURSRUWLRQ�RI�5(6�DQG�FRDO�¿UHG�JHQHUDWLRQ�LQ�*HUPDQ\��

The market coupling of Great Britain with the CWE, Nordic and the Baltic 
regions through the North-West European (NWE) Price Coupling initiative, 
launched on 4 February 2014, is expected to improve price convergence 
across all these regions in the coming years. 

,Q�������WKH�HI¿FLHQW�XVH�RI�LQWHUFRQQHFWRUV�FRQWLQXHG�WR�LQFUHDVH��GXH�WR�PDU-
NHW�FRXSOLQJ��UHDFKLQJ�D�OHYHO�RI�HI¿FLHQF\�RI�����LQ�WKH�GD\�DKHDG�WLPHIUDPH��
7KH�DUHDV�IRU�JUHDWHVW�IXUWKHU�SRWHQWLDO�LPSURYHPHQW�LQ�HI¿FLHQF\�DUH�RQ�WKH�
Swiss borders, on the border between Great Britain and Ireland, and within 
the Central-East Europe (CEE) region, due to the lack of market coupling, 
among other factors. 

The combined analysis of available intraday cross-border capacity and intra-
day price differentials shows that the available capacity in the intraday time-
frame was frequently underutilised in 2013 (more than 40% of the times, the 
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capacity remained unused in the economic direction). The analysis of existing 
intraday congestion management methods in Europe shows that the imple-
mentation of the intraday Target Model will contribute to both improving ef-
¿FLHQF\�LQ�WKH�XVH�RI� LQWUDGD\�FURVV�ERUGHU�FDSDFLW\�DQG�WR�DFFRPPRGDWLQJ�
the increasing amount of RES. Moreover, in 2013, the exchange of balancing 
VHUYLFHV�DFURVV�(8�ERUGHUV�ZDV�VWLOO�LQFLSLHQW��7KH�DQDO\VLV�VKRZV�WKDW�VXE-
VWDQWLDO�EHQH¿WV��LQ�WKH�RUGHU�RI�VHYHUDO�KXQGUHG�PLOOLRQ�HXURV�SHU�\HDU��FRXOG�
EH�DFKLHYHG�IURP�WKH�H[FKDQJH�RI�EDODQFLQJ�VHUYLFHV��ZKLFK�FRQ¿UPV�WKH�LGHD�
that Europe should urgently pursue the further harmonisation and integration 
of balancing markets.

In Europe, two forward market designs have emerged in order to provide mar-
ket participants with hedging opportunities against short-term (e.g. day-ahead) 
SULFH�XQFHUWDLQWLHV��7KH�¿UVW�GHVLJQ��ZKLFK�ZDV�LPSOHPHQWHG�LQ�WKH�1RUGLF�DQG�
Baltic countries and on the internal borders of Italy, relies mainly on the market 
and on a variety of contracts linked to a hub price, which represents some sort 
of average day-ahead price within this group of zones (multi-zone hub). The 
second design, which is implemented in nearly all MSs in continental Europe, 
JLYHV�DQ�DGGLWLRQDO�DQG�VSHFL¿F�UROH�WR�WUDQVPLVVLRQ�V\VWHP�RSHUDWRUV��762V��
which are responsible for calculating long-term capacities and auctioning trans-
mission rights (TRs). This design includes a set of hedging contracts for each 
bidding zone which are linked to the day-ahead clearing price of this bidding 
zone (single-zone hub). Systematic differences have been observed between 
the marginal price of Physical TRs (PTRs) and day-ahead price spreads. For 
instance, between 2011 and 2013, negative risk premiums (i.e. the differential 
between the price of transmission rights and realised delivery date spot prices) 
exceeded one euro per MWh on two-thirds of the assessed borders. These 
differences may be due to several reasons (including the level of competition 
LQ�WKH�GLIIHUHQW�DXFWLRQV��WKH�OLNHOLKRRG�RI�SHULRGV�RI�FXUWDLOPHQWV�DQG�¿UPQHVV�
regimes, the amount of capacity offered by TSOs and the design of secondary 
capacity markets).

8QVFKHGXOHG�ÀRZV��8)V���ZKLFK�FRQVLVW�RI�ORRS�ÀRZV��/)V��DQG�XQVFKHGXOHG�
WUDQVLW�ÀRZV��87)V���UHPDLQ�D�FKDOOHQJH�IRU�WKH�IXUWKHU�LQWHJUDWLRQ�RI�WKH�LQWHU-
QDO�HQHUJ\�PDUNHW��,(0���6XFK�ÀRZV�DUH�SDUWLFXODUO\�SURQRXQFHG�LQ�WKH�&((��
CWE and Central-South European (CSE) regions. Their persistence reduces 
tradable cross-border capacity and the associated social welfare. Welfare loss-
HV�GXH�WR�XQVFKHGXOHG�ÀRZV�VKRZ�DQ�LQFUHDVLQJ�WUHQG�VLQFH������DQG�UHDFKHG�
nearly half a billion euros in 2013. Moreover, the high volatility and limited pre-
GLFWDELOLW\�RI�/)V�DQG�87)V�DUH�D�FKDOOHQJH�IRU�WKH�RSHUDWLRQ�RI�WKH�QHWZRUN��

7KH�LPSDFW�RI�87)V�FDQ�EH�PLWLJDWHG�ZLWK�IXUWKHU�FRRUGLQDWLRQ�EHWZHHQ�762V�
LQ� FDSDFLW\� FDOFXODWLRQ� DQG� DOORFDWLRQ� �LPSOHPHQWDWLRQ� RI� ÀRZ�EDVHG�PHWK-
ods), while the impact of LFs can be mitigated by improving the bidding-zone 
FRQ¿JXUDWLRQ�DQG�DOVR�LQYHVWPHQWV�LQ�WUDQVPLVVLRQ�LQIUDVWUXFWXUH�LQ�WKH�PLG��
and long-term, respectively. 

Therefore, appropriate monitoring of LFs and associated externalities, along 
with the implementation of adequate remedial actions, is urgently needed. 

Forward markets

8QVFKHGXOHG�ÀRZV�
and the IEM
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7KHUH�LV�LQVXI¿FLHQW�WUDQVSDUHQF\�ZLWK�UHJDUG�WR�WKH�OHYHO�RI�/)V�DQG�87)V�DQG�
with regard to the number and costs of remedial actions applied by TSOs to 
UHPHG\�WKH�QHJDWLYH�HIIHFWV�RI�WKHVH�ÀRZV��

The recently adopted ‘Transparency Regulation’ should help improve the situ-
ation, especially with respect to the costs incurred and the actions undertaken 
by TSOs. It is important that the relevant parties make available all the infor-
mation listed in the above-mentioned Regulation through the Transparency 
Platform of the European Network of TSOs for Electricity (ENTSO-E), which 
will become operational by February 2015.

The increasing penetration of intermittent RES poses a challenge to TSOs in 
terms of balancing supply and demand. This is because the output generated 
E\�VXFK�HQHUJ\�VRXUFHV�LV�GLI¿FXOW�WR�SUHGLFW�DQG�LV�XQUHODWHG�WR�FRQYHQWLRQDO�
electricity demand patterns. 

In view of the increasing share of RES-based generation, TSOs will have to 
GUDZ�RQ�DGGLWLRQDO��ÀH[LEOH��UHVRXUFHV�WR�EH�DEOH�WR�EDODQFH�V\VWHPV�LQVWDQWO\�
LQ�DQ�HI¿FLHQW�ZD\��7KH�PRVW�HFRQRPLFDOO\�HI¿FLHQW�ZD\�WR�SXUVXH�WKH�GHSOR\-
PHQW�RI�VXI¿FLHQWO\�ÀH[LEOH�UHVRXUFHV�LQ�WKH�V\VWHP�LV�WR�FUHDWH�D�ZHOO�IXQF-
WLRQLQJ�HQHUJ\�PDUNHW�WKDW�DWWUDFWV�H[LVWLQJ�UHVRXUFHV�WKURXJK�HI¿FLHQW�SULFLQJ��
,I� WKH�YDOXH�RI�ÀH[LELOLW\� LV�DGHTXDWHO\�UHÀHFWHG�LQ�PDUNHW�SULFHV�� LW�ZLOO�VHQG�
appropriate market signals to stimulate the right power stations to remain ac-
tive in the market, and to stimulate the right amount of investment in both new 
generation (if needed) and networks. 

Therefore, the full implementation of the Electricity Target Model (ETM) for 
cross-border trade, in particular in the intraday and balancing timeframes, re-
PDLQV�D�SULRULW\� LQ�RUGHU� WR�HQVXUH� WKDW�SULFHV� UHÀHFW� WKH�FRVWV�RI�ÀH[LELOLW\��
0RUHRYHU�� ÀH[LELOLW\� LQ�ZKROHVDOH�HOHFWULFLW\�PDUNHWV� �LQFOXGLQJ�5(6�EDODQF-
LQJ�� UHTXLUHV� HI¿FLHQW� DQG�ZHOO�LQWHJUDWHG� JDV�PDUNHWV��ZKLFK� GHSHQGV� RQ��
inter alia��EDODQFLQJ�UHJLPHV��ÀH[LELOLW\�WRROV��VXFK�DV�VWRUDJH�DQG�OLQH�SDFN���
nomination and re-nomination lead times, the bundling of capacity products 
at border points, transparent and consistent cross-border transportation tariffs 
and well-functioning secondary capacity markets and platforms.

Demand-side participation in energy markets can also contribute to more 
ÀH[LELOLW\�LQ�WKH�V\VWHP��$�VWXG\�FRPPLVVLRQHG�E\�WKH�$JHQF\�DVVHVVHG�WKH�
VWDWH�RI�SOD\�DQG�WKH�SRWHQWLDO�EHQH¿WV�RI�GHPDQG�VLGH�ÀH[LELOLW\��'6)���,W�GLV-
WLQJXLVKHV� EHWZHHQ� LPSOLFLW� '6)�� L�H�� ÀH[LELOLW\� WKDW� LV� LPSOLFLWO\� YDOXHG�� H�J��
when consumers choose to change their consumption in response to time-
EDVHG�SULFH�VLJQDOV��DQG�H[SOLFLW�'6)��L�H��ÀH[LELOLW\�WKDW�LV�H[SOLFLWO\�UHZDUGHG�
in the market, e.g. when customers are requested to change their demand in 
response to a system operator signal. In electricity, the study estimates the 
SRWHQWLDO�EHQH¿WV�RI�LPSOLFLW�'6)�WR�EH�����ELOOLRQ�HXURV�SHU�\HDU�IRU�WKH�(8��
7KH�¿QDQFLDO�EHQH¿WV�RI�H[SOLFLW�'6)�DUH�PRUH�XQFHUWDLQ�DQG�DUH�H[SHFWHG�
WR�UDQJH�IURP���ELOOLRQ�HXURV�SHU�\HDU�WR���ELOOLRQ�HXURV�SHU�\HDU�IRU�WKH�(8�LQ�
2030. In gas, the potential for implicit DSF is more limited than in electricity, 
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while explicit DSF may be useful for increasing system reliability in demand or 
supply emergencies and reducing the cost of managing network congestion. 

Currently, implicit DSF (in the form of time-based retail prices) is available to 
92% of electricity consumers. Implicit DSF is less common for gas (only avail-
able to residential consumers in 10% of MSs). The availability of explicit DSF 
LV�ORZHU�WKDQ�LQ�WKH�FDVH�RI�LPSOLFLW�'6)��,Q�HOHFWULFLW\��D�VLJQL¿FDQW�QXPEHU�RI�
MSs stated that they are currently developing plans for demand-side partici-
pation in the wholesale or balancing markets (e.g. participation in the balanc-
ing markets is possible or planned to be introduced in 55%, respectively 40%, 
of MSs), although not always on an equal basis with generation. In gas, the 
most common forms of explicit DSF are reductions and interruptions called 
directly by the DSO or TSO, which are available in 50% of the MSs.

2YHUDOO��WKH�SUHVHQWHG�LQHI¿FLHQFLHV�LOOXVWUDWH�WKH�XUJHQW�QHHG�WR�¿QDOLVH�WKH�
LPSOHPHQWDWLRQ�RI�WKH�(70��,Q�SDUWLFXODU��WKHUH�UHPDLQV�VLJQL¿FDQW�VFRSH�IRU�
improvement in: i) the use of existing cross-border capacity in the different 
timeframes (i.e. long-term (LT), day-ahead (DA), intraday (ID) and balancing 
market (BM)); ii) TSOs coordination on capacity calculations and allocation; iii) 
FRQ¿JXUDWLRQ�RI�ELGGLQJ�]RQHV��DQG�LY��IDFLOLWDWLQJ�GHPDQG�VLGH�SDUWLFLSDWLRQ�

Gas market integration and network access

(8����QDWXUDO�JDV�FRQVXPSWLRQ� WRWDOOHG� URXJKO\�������7:K� LQ�������D�GH-
FUHDVH�RI������FRPSDUHG�WR�������$�VLJQL¿FDQW�SURSRUWLRQ�RI� WKLV�UHGXFWLRQ�
was observed in gas demand from electricity producers, mainly as a conse-
quence of the rise of coal as the fuel of choice and the increasing penetration 
of RES for electricity production. 

'XULQJ�������WKH�VXSSO\�RI�5XVVLDQ�JDV�WR�WKH�(8�LQFUHDVHG�VLJQL¿FDQWO\��7KH�
main driver of this development was the increased willingness of Gazprom to 
renegotiate the pricing of its supplies, which is arguably due to excess pro-
duction capacity and increased competition, such as the development of or-
JDQLVHG�(8�PDUNHWV��WKH�H[SDQVLRQ�RI�LQWHUFRQQHFWLRQ�LQIUDVWUXFWXUH�DQG�WKH�
potential threat from LNG and unconventional gas production. Other drivers, 
DOWKRXJK�OHVV�LPSRUWDQW��LQFOXGH�WKH�QHHG�WR�UHSOHQLVK�(8�JDV�VWRUDJH�VWRFNV�
after the low stock levels reached at the end of the 2012/2013 winter and the 
VLJQL¿FDQW�ULVH�LQ�*HUPDQ�JDV�GHPDQG��DV�*HUPDQ\�LV�WKH�06�ZLWK�KLJKHVW�
JDV�FRQVXPSWLRQ�LQ�WKH�(8��ZLWK�5XVVLDQ�JDV�EHLQJ�WKH�NH\�VRXUFH��5XVVLDQ�
H[SRUWV�ZHUH�DOVR�VXSSRUWHG�E\�D�GLVUXSWLRQ�RI�1RUZHJLDQ�ÀRZV�GXULQJ� WKH�
summer and by a decline in LNG imports. 

Several Central and Eastern European countries are striving to diversify their 
gas sources in order to reduce their dependence on Russian gas, and have 
been looking to Western Europe’s spot markets as alternative sources. Larger 
FRXQWHU�ÀRZV�IURP�*HUPDQ\�DQG�$XVWULD�WR�WKH�&]HFK�5HSXEOLF��3RODQG�DQG�
6ORYDNLD�ZHUH� REVHUYHG�� 7KHVH� FRPPHUFLDO� FRXQWHU�ÀRZV� DUH� H[SHFWHG� WR�
LQFUHDVH� LQ� WKH� IXWXUH�� JLYHQ� WKH� SUR¿WDEOH� SULFH� VSUHDGV� DQG� WKH� RQ�JRLQJ�
procedures, driven concerns over security of supply, to enable or enlarge bi-

Demand and 
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GLUHFWLRQDO�FDSDFLW\��)ORZV�IURP�+XQJDU\�DQG�3RODQG�WR�WKH�8NUDLQH�ZHUH�DOVR�
UHJLVWHUHG��DV� LQ������ WKH�8NUDLQH�ZDV� IDFHG�ZLWK�KLJK�SULFHG�5XVVLDQ�JDV�
and was seeking alternative supplies from Central European hubs. 

Cross-border capacity contracting is becoming more short-term oriented due 
to developments in the commodity market enabled by new rules on capacity 
allocation and congestion management, where these are implemented, espe-
cially in those MSs featuring more liquid hubs. However, substantial differenc-
HV�VWLOO�H[LVW�EHWZHHQ�FRQWUDFWXDO�DQG�DFWXDO�XWLOLVDWLRQ�YDOXHV�LQ�D�VLJQL¿FDQW�
number of European Interconnection Points (IPs). Although peak capacity uti-
lisation values more closely follow contractual ones, the challenge is to ensure 
that all unused capacities, whether or not strategically acquired, can be easily 
returned to the market so that other shippers can use them if short-term trading 
opportunities arise.

Several hubs are developing robust price references against which supply 
contracts can be indexed or on which hedging strategies can be based. Hub 
supply sourcing is also increasing in several Central European countries. 
Shippers in these MSs are increasingly relying on recently established hubs, 
as well as on the more liquid adjacent ones, for supply and arbitrage ac-
tivities. This is having a positive effect on competition in the region, despite 
overall price responsiveness being subdued by the persistence of long-term 
contracts. In order to further increase arbitrage possibilities, as well as from a 
VHFXULW\�RI�VXSSO\�SHUVSHFWLYH��WKHUH�LV�D�QHHG�WR�IRFXV�RQ�PRUH�UHYHUVH�ÀRZ�
capacity possibilities.

The monitoring results show that progress continues to be made towards 
ZKROHVDOH�JDV�PDUNHW�LQWHJUDWLRQ��3ULFH�FRQYHUJHQFH�EHWZHHQ�06V�±�DQ�LPSRU-
WDQW�PHDVXUH�RI�WKH�H[WHQW�RI�PDUNHW�LQWHJUDWLRQ�±�KDV�LQFUHDVHG��SULQFLSDOO\�DV�
a result of increased price competition, leading to more long-term contract re-
negotiations. Although prices at the main NWE hubs remained relatively stable 
compared to 2012, downward pressure on import gas prices was partially ex-
erted in some markets as a result of increased competition following the devel-
opment of new trading hubs and the delivery of new interconnection capacity. 

+LJKHU�SULFH�FRQYHUJHQFH�KDV�UHGXFHG�WKH�RYHUDOO�(8����JURVV�ZHOIDUH�ORVVHV�
±�PHDVXUHG�DV�WKH�SULFH�GHYLDWLRQ�RI�HDFK�(8�06�YHUVXV�WKH�EDVHOLQH�UHIHU-
HQFH�SULFH�RI�WKH�7LWOH�7UDQVIHU�)DFLOLW\��77)��LQ�WKH�1HWKHUODQGV�±�LQ�FRPSDUL-
VRQ�WR�������1HYHUWKHOHVV��VLJQL¿FDQW�WKHRUHWLFDO�ZHOIDUH�JDLQV�FRXOG�VWLOO�EH�
achieved through the optimisation of physically unused cross-border capaci-
ties. The analysis indicates that potential gains between 0.5 and 2 billion euros 
could be obtained by optimising the use of physical capacity in those cross-
ERUGHU�,3V�FRQQHFWLQJ�SULFH�]RQHV�ZLWK�VLJQL¿FDQW�ZKROHVDOH�SULFH�GLIIHUHQFHV��

The winter-summer gas price spread, a major driver of gas storage utilisa-
tion, shows, with the exception of the 2012/13 winter, a decreasing trend over 
recent years. If the general trend in favour of lower winter-summer spreads 
continues, it is likely that gas storage utilisation rates will remain relatively 
low. However, if higher winter-summer spreads develop, as in the winter of 
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2012/13, it is likely that storage utilisation will respond, as happened in that 
period. The uncertainty around long-term winter-summer spreads could re-
duce the incentive to invest in new or existing gas storage facilities. Given the 
long investment lead times for delivering new gas storage capacity, investors 
may not be able to anticipate an unexpected increase in gas storage demand. 
7KHUHIRUH�� WKH�PRQLWRULQJ�RI�DJJUHJDWH�(8�JDV�VWRUDJH�FDSDFLW\� WUHQGV� IRU�
security of supply reasons is appropriate.

'HVSLWH� VLJQL¿FDQW� DGYDQFHV�� EDUULHUV� WR� IXOO�PDUNHW� LQWHJUDWLRQ� UHPDLQ�� LQ-
cluding: lack of liquidity in many wholesale markets (ten MSs rely on a single 
country of origin for more than 75% of their supply); lack of transparency in 
wholesale price formation; the lack of adequate gas transportation infrastruc-
ture and the presence of long-term commitments for gas supply. These barri-
HUV�DQG�WKHLU�LPSOLFDWLRQV�ZHUH�LGHQWL¿HG�LQ�WKH������005��DQG�WKH\�UHPDLQHG�
in 2013, albeit more or less pronounced in different regions.

The Gas Target Model(s) (GTM) and the proposed provisions in the various 
framework guidelines and network codes (FGs/NCs) focus on improving inter-
nal market integration and functionality. Some of the measures recommend-
HG��DQG�LQ�VRPH�FDVHV�DOUHDG\�LPSOHPHQWHG��LQFOXGH�WKH�GH¿QLWLRQ�RI�DSSUR-
priate market features; the offering of cross-border bundled capacity from/to 
virtual trading points supported by trading platforms; the setting of harmonised 
entry-exit tariff structures; the establishment of coordinated capacity allocation 
and congestion management mechanisms; the introduction of market-based 
balancing instruments and the potential merging of market zones to enlarge 
liquidity. 

The bundled allocation of IPs capacity, the synchronised implementation of CMP 
mechanisms, the implementation of balancing provisions and the implementa-
tion of interoperability arrangements are advancing in the majority of MSs. 

&RQVLVWHQW�ZLWK�LWV�PDQGDWH�WR�SURPRWH�FURVV�ERUGHU�WUDGH�DQG�(8�PDUNHW�LQWH-
gration, the Agency is working on implementing the key principles of the GTM 
through its framework guidelines and the resulting binding Network Codes on 
Capacity Allocation Mechanisms, Balancing, Harmonised Gas Transmission 
Tariff Structures, and Interoperability. The Comitology Guidelines on Conges-
tion Management Procedures (CMP) are now in force. These provisions, along 
with the full transposition of the 3rd Package, must ensure that European con-
VXPHUV�EHQH¿W�IURP�DQ�LQWHJUDWHG�LQWHUQDO�JDV�PDUNHW��

Market integration 
and GTM
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Conclusions

7KLV�UHSRUW�SUHVHQWV�WKH�PDLQ�GHYHORSPHQWV�LQ�WKH�(8�HQHUJ\�VHFWRU�LQ�������
,W� LGHQWL¿HV� WKRVH� DUHDV� ZKHUH� DGGLWLRQDO� PHDVXUHV� �DQG� PRQLWRULQJ�� DUH�
QHHGHG�LQ�RUGHU�WR�HQVXUH�WKDW�(8�HOHFWULFLW\�DQG�JDV�FRQVXPHUV�EHQH¿W�IURP�
fully integrated markets. The report demonstrates the welfare losses from im-
SHUIHFWO\�LQWHJUDWHG�DQG�IUDJPHQWHG�HQHUJ\�PDUNHWV�±�LQ�WKH�RUGHU�RI�VHYHUDO�
ELOOLRQ�HXURV�SHU�DQQXP�±�LQ�ERWK�WKH�HOHFWULFLW\�DQG�JDV�VHFWRUV��7KH�UHSRUW�
also shows the large disparities in MSs’ national energy policies. This may 
reduce the contribution of the Network Codes to the market integration and 
KDUPRQLVDWLRQ�SURFHVV�DQG�WKH�WUXVW�RI�VWDNHKROGHUV�LQ�(8�HQHUJ\�PDUNHWV�

Particular areas for further action remain:

Full transposition and implementation by all MSs of the 3rd Package is essen-
tial. The European Commission should continue to monitor this closely.

Regulators must continue to promote the implementation of consumer provi-
sions in the 3rd 3DFNDJH��EHQH¿WLQJ�IURP�&((5¶V�UHFRPPHQGDWLRQV�DQG�DG-
vice, along with the Agency’s continuous monitoring activities.

7KH�(8�ZLGH�QHWZRUN�FRGHV�DQG�&RPPLVVLRQ�JXLGHOLQHV�HQYLVDJHG�LQ�WKH��rd 
Package and their rapid and preferably early implementation are imperative for 
fostering the market integration process. The Agency will continue to work with 
the ENTSOs, the European Commission, NRAs and market players to deliver 
D�IXOO�VHW�RI�ELQGLQJ�PDUNHW�DQG�QHWZRUN�UXOHV�DSSOLFDEOH�DFURVV�WKH�(8��DQG�WR�
accelerate their implementation. Wholesale energy markets will be monitored 
to detect manipulation and abusive practices, which should be sanctioned. 

$W�WKH�VDPH�WLPH�WKH�(8�,QIUDVWUXFWXUH�3DFNDJH�LV�HQFRXUDJLQJ�WKH�GHYHORS-
ment of adequate cross-border transmission infrastructure to facilitate wider 
market integration, and REMIT provisions are intended to promote transpar-
ency in wholesale markets price formation and to detect and deter abusive 
behaviour.

6RPH�PHDVXUHV�UHTXLUH�FRQFHUWHG�DFWLRQ�E\�VHYHUDO�DFWRUV�IRU�WKH�EHQH¿W�RI�
European consumers. The Agency and CEER will continue to support and 
promote the development of competitive, sustainable and secure electricity 
and gas markets in the public interest. Both the Agency and CEER remain 
committed to continuing an open dialogue with all parties and to working with 
European institutions and MSs in order to deliver and apply the rules neces-
VDU\�WR�DFKLHYH�(XURSH¶V�HQHUJ\�JRDOV�LQ�DQ�HI¿FLHQW�ZD\�

1. Transposition

2. Consumer rights

3. Market rules 
and practical 

implementation
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1 Introduction
1 The 3rd�3DFNDJH�DLPV�WR�PDNH�HQHUJ\�PDUNHWV�ZRUN�HIIHFWLYHO\�DQG�WR�FUHDWH�D�VLQJOH�(8�JDV�DQG�

HOHFWULFLW\�PDUNHW��:KLOH�VLJQL¿FDQW�SURJUHVV�KDV�EHHQ�PDGH��WKH�REMHFWLYH�RI�IXOO�PDUNHW�LQWHJUDWLRQ�
has not yet been achieved and many barriers to the internal energy market (IEM) persist. For in-
stance, at the wholesale level, pan-European technical rules (network codes developed on the basis 
RI�IUDPHZRUN�JXLGHOLQHV��PXVW�GHOLYHU�IXUWKHU�LPSURYHPHQWV�LQ�WHUPV�RI�HI¿FLHQW�XVH�RI�WKH�QHWZRUN�
and network security. Suppliers and users should have easier access to infrastructure and take ad-
vantage of lower transaction costs for cross-border trade. 

2 The Agency for the Cooperation of Energy Regulators (‘the Agency’) is tasked1 with tracking the pro-
gress of the integration process and the performance of energy markets. To this purpose, the Agency 
prepares an annual MMR in close cooperation with the European Commission, national regulatory au-
WKRULWLHV��%XUHDX�(XURSpHQ�GHV�8QLRQV�GH�&RQVRPPDWHXUV��%(8&��DQG�RWKHU�UHOHYDQW�RUJDQLVDWLRQV��

3 The objective of this MMR is to assess the functioning of the IEM and to show how energy markets 
FDQ�ZRUN�PRUH�HI¿FLHQWO\�IRU�WKH�EHQH¿W�RI�(XURSHDQ�HQHUJ\�FRQVXPHUV��7KH�005�SURYLGHV�DQ�LQ�
depth year-on-year analysis of remaining barriers to the well-functioning of the IEM and recommends 
how to remove them. Pursuant to Article 11 of the Agency’s founding Regulation2, it concentrates on 
retail prices (including compliance with consumer rights as mentioned in the 3rd Package), network 
access (including grid access for renewable energy sources) and barriers to the IEM. This 3rd edition 
of the MMR has been prepared jointly by the Agency and by the Council of European Energy Regu-
ODWRUV��&((5���,Q�DGGLWLRQ�WR�DQDO\VLV�XQGHUWDNHQ�VSHFL¿FDOO\�IRU�WKLV�UHSRUW��LQIRUPDWLRQ�IURP�RWKHU�
documents produced by the Agency and by national regulatory authorities (NRAs) has been used3.

4 It is worth noting that this MMR is based on publicly available information and on information provid-
ed by NRAs, ENTSO-E and ENTSOG on a voluntary basis, as the reporting requirements contained 
in the above-mentioned Article 11 are not complemented with data collection powers for the Agency.

1 The legal basis for this is Article 11 of Regulation (EC) No 713/2009 of the European Parliament and of the Council of 13 July 
2009 establishing the Agency for the Cooperation of Energy Regulators, OJ L 211/1, 14/8/2009.

2 See footnote 1.
�� 1RUZD\�DSSOLHV�PRVW�RI�WKH�(8�HQHUJ\�OHJLVODWLRQ��LQFOXGLQJ�OHJLVODWLRQ�RQ�WKH�LQWHUQDO�HQHUJ\�PDUNHW��DQG�LV�LQFOXGHG�LQ�WKH�GDWD�

reported in several sections of this report. Switzerland has been reported in some parts of the wholesale sections on the basis of 
D�YROXQWDU\�FRPPLWPHQW�RI�WKHLU�15$��&RQVHTXHQWO\��WKH�WHUPV�µFRXQWULHV¶�µ(8�0HPEHU�6WDWHV��06V�¶�DQG�µ(XURSH¶�¶(8���¶�¶(8¶�
are used interchangeably throughout this report.
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2 Retail electricity and gas markets
2.1 Introduction 

5 This 3rd edition of the MMR reports on retail markets in a different way compared to the previous 
two editions. First, the structure is different, as gas and electricity are reported in a single chapter. 
Second, on substance, in addition to developments, the chapter addresses certain retail issues in 
PRUH�GHSWK��H�J��KRZ�DQG�WR�ZKDW�H[WHQW�FRQVXPHUV�DUH�EHQH¿WWLQJ�IURP�WKH�,(0���7R�DGGUHVV�WKHVH�
questions, the chapter analyses price and non-price indicators; and contains an in-depth analysis of 
VRPH�VSHFL¿F�DQG�UHFXUULQJ�LVVXHV�LGHQWL¿HG�DV�WKH�PDLQ�EDUULHUV�WR�HI¿FLHQW�UHWDLO�PDUNHW�IXQFWLRQ-
ing, such as consumer behaviour, end-user price regulation and barriers to cross-border entry into 
retail energy markets.

6 In Section 2.2, this chapter presents the main trends in energy (i.e. electricity and gas) prices and 
demand in 2013. Section 2.3 assesses the level of competition in retail energy markets, including 
indicators on market structure, competition performance and consumer behaviour. The focus of Sec-
tion 2.4 is on barriers to retail market entry, including cross-border entry and retail price regulation. 
7KLV�VHFWLRQ�DOVR�VXPPDULVHV�WKH�NH\�¿QGLQJV�RI�WZR�UHSRUWV�FRPPLVVLRQHG�E\�WKH�$JHQF\�RQ�WKH�
�SRWHQWLDO��EHQH¿WV�RI�GHPDQG�VLGH�ÀH[LELOLW\�DQG�WKH�YLHZV�RI�VXSSOLHUV�RQ�EDUULHUV�WR�UHWDLO�FRPSHWL-
tion. Section 2.5 ends this chapter with conclusions.

2.2 Main trends and benefits of retail market integration

2.2.1 Final consumer demand

7 In 2013, against a background of low economic growth, electricity demand in Europe remained vir-
tually unchanged for the third consecutive year (0.2%, -0.1% and -0.2% year-on-year variations in 
�����������DQG�������UHVSHFWLYHO\��DV�VKRZQ�LQ�)LJXUH����7KH�(8���¶V�HOHFWULFLW\�GHPDQG�E\�¿QDO�
consumers4 was 2,966 TWh. 

8 The demand for natural gas5 reached 4,964 TWh in 2013. Compared to the year before, natural gas 
demand fell by 1.2% per cent, continuing the trend of a falling year-on-year gas demand in Europe 
(-10.5% in 2011 and -2.2% in 2012). Since most of the natural gas supplied in Europe is consumed 
by the industrial and commercial sector and for power generation6, the reduced rate of demand con-
traction could be interpreted as a sign of industrial economic recovery. However, it is also relevant to 
consider that colder than average temperatures in Northern Europe during February and March 2013 
contributed to higher than expected household demand during this period. 

9 ,Q�������(8����*'3�JUHZ�E\�RQH�SHU�FHQW�FRPSDUHG�WR�������ZKLFK�LV�WKH�ORZHVW�\HDU�RQ�\HDU�LQ-
crease since 20097. This has affected the demand for electricity and natural gas in Europe.

4 Based on the Eurostat supply category of ‘electricity available for the internal market’, i.e. the amount of electricity to be sold 
and supplied to the domestic market, including all losses that occur during transportation and distribution, and the amount of 
electricity consumed in the energy sector for commercial needs.

�� *URVV�LQODQG�DQQXDO�FRQVXPSWLRQ�GDWD�XVHG�IRU�WKH�\HDUV�RI�����±������)RU�������WKH�(XURVWDW�PRQWKO\�VXSSO\�GDWD�FDWHJRU\�RI�
‘gross inland consumption’ as of 19 May 2013 is presented. In this category, supply is equal to the sum of production, net imports 
and stock change. Eurostat data are provisional for some countries.

6 In 2012, 2,049.8 TWh of gas were consumed by the residential and commercial sector, followed by industry (1,575 TWh) and 
power generation (1,241 TWh). Eurogas, Statistical Report 2013, http://www.eurogas.org/statistics/.

7 In 2013, European public debt increased by three per cent compared to 2012, which is the lowest increase since 2009 (by 13%, 
12%, 6%, 5% and 3% for the year 2012-2013). 
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)LJXUH���� (OHFWULFLW\�DQG�JDV�GHPDQG�LQ�WKH�(8����LQ�UHODWLRQ�WR�*'3�±�����±������7:K��*'3�\HDU�RQ�
year change (%)

 

Source: Eurostat (10/7/2014) and ACER calculations

Note: Electricity availability for the internal market and Gross inland gas consumption.

10 However, the European electricity and gas market trends presented above are not consistent across 
all MSs. Consumption dynamics in different MSs have varied. This is partly dependent on the eco-
QRPLF� VLWXDWLRQ� LQ� VSHFL¿F�06V�� ZKLFK� KDV� DIIHFWHG� LQGXVWULDO� DQG� KRXVHKROG� JDV� DQG� HOHFWULFLW\�
consumption. However, other reasons, such as the trend towards cheap coal as the fuel of choice for 
SRZHU�JHQHUDWLRQ�DV�RSSRVHG�WR�JDV��WKH�LQFUHDVLQJ�SHQHWUDWLRQ�RI�5(6��HQHUJ\�HI¿FLHQF\�LPSURYH-
ments and the weather all affected electricity and gas demand in 2013 (see the Wholesale chapter 
section 4.2). 

11 As Figure 2 demonstrates, for a large majority of European countries, electricity demand fell com-
SDUHG�WR�������7KLV�FRQWUDVWV�ZLWK�WKH�����±����8 period, during which almost all MSs witnessed 
modest demand growth. 

12 Cyprus, Estonia, Greece, Latvia and Romania exhibited the sharpest drop in electricity demand by 
end consumers in 2013 compared to the previous year. In Cyprus and in Greece, the decline in elec-
WULFLW\�GHPDQG�IURP������WR������UHSUHVHQWV�D�FRQWLQXDWLRQ�RI�WKH�����±�����WUHQG�LQ�GHFUHDVLQJ�
year-on-year demand, coinciding with the fall in both countries’ GDP (-6.9% and -5.8%, respectively). 
In Latvia, electricity demand was affected (-8.6% compared to 2012) by the closure of one of Latvia’s 
largest energy-intensive businesses in the metal industry, whilst in Estonia the demand reduction 
was probably affected by the unusually mild end of the year. 

8 Measured by the Compound Average Growth Rate (CAGR). CAGR is calculated by taking the nth root of the percentage of the 
year-on-year demand growth rate for the period analysed, where n is the number of years in the period being considered (in this 
case, the cubic root).
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13 Compared to 2012, the demand for electricity in 2013 increased in eight MSs, the greatest increase 
being in Lithuania (3.0%). All countries in which there was an increase in electricity demand also 
experienced a rise in GDP in 2013 compared to 2012, with the exception of Ireland, which showed 
no year-on-year GDP change. 

)LJXUH����� 7KH�FKDQJH�LQ�HOHFWULFLW\�GHPDQG�LQ�(XURSH�±�����±�����DQG�����±���������

 

Source: Eurostat (10/7/2014) and ACER calculations

Note: Electricity available for the internal market. The information is based on Eurostat estimates for electricity demand, although it 
represents the supply of electricity to end users in the EU. Data for Portugal were revised based on information provided by ERSE 
(3/7/2014). According to CREG and RAE, Belgian and Greek electricity demand in 2013 declined by 1.3% and 2.2% respectively 
compared to 2012. According to ANRE, compound electricity demand growth from 2009 to 2012 was 1.7%, i.e. higher than presented. 
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)LJXUH����� 7KH�FKDQJH�LQ�JDV�GHPDQG�LQ�(XURSH�±�����±�����DQG�����±��������

 

Source: Eurostat (10/7/2014) and ACER calculations

Note: Gross inland consumption. The information presents the sum of production, net imports and stock change. Eurostat data are 
provisional for some countries. 

14 In 11 out of the 269 MSs where gas is supplied, demand for natural gas in 2013 fell by more than 
5% compared to 2012 (see Figure 3). This decline was most pronounced in Lithuania, Luxembourg, 
Greece, Slovakia and Hungary. 

15 In Lithuania, in 2013, gas demand decreased compared to 2012 due to an increase in the consump-
tion of bio-fuel and use of alternative-fuel boilers by household and non-household consumers. Gas 
demand in Lithuania was further affected by reduced electricity production quotas10.

16 In Greece, the decline in gas consumption correlates with the fall in GDP (-5.8%). In Luxembourg, the 
decline in gas demand was mainly due to the reduced activity of a combined-cycle gas turbine plant11. 

17 In Germany and Slovenia, the gas demand growth in 2012-2013 was not only the highest, but also 
UHSUHVHQWV�D�FKDQJH�LQ�WKH�WUHQG�RI�WKH�����±�����JDV�GHPDQG�JURZWK��,Q�*HUPDQ\��WKH������JURZWK�
in gas demand was due to increased industrial output and a colder winter12. In Slovenia, the 6.9% 
increase in gas demand corresponds to the increased output of thermal electricity power plants13.

9 No gas supply in Cyprus and Malta.
10 Electricity production quotas in Lithuania are supported through the Public Service Obligation (PSO) component which is 

LQFOXGHG� LQ�HOHFWULFLW\� WDULIIV��3DUW�RI� WKH�362�IXQGLQJ� LV�GHYRWHG�WR�VXSSRUWLQJ�HOHFWULFLW\�SURGXFWLRQ�DW� WKH�/LHWXYRV�HOHNWULQơ�
power plant, which is needed to support the security of electricity supply and reserves for the functioning of the system. In 2013, 
WKH�TXRWD�IRU�HOHFWULFLW\�SURGXFWLRQ�E\�/LHWXYRV�HOHNWULQơ�ZDV�UHGXFHG�IURP������7:K�LQ������WR�����7:K��7KH�362�IXQGLQJ�DOVR�
VXSSRUWV�HOHFWULFLW\�SURGXFWLRQ�LQ�WKH�HI¿FLHQW�FRPELQHG�F\FOH�SRZHU�SODQWV��7KH�TXRWD�IRU�HI¿FLHQW�FRPELQHG�F\FOH�SRZHU�SODQWV�
was reduced from 0.93 TWh in 2012 to 0.8 TWh in 2013. As a result of this, 2013 gas consumption fell by almost 100 million 
cubic metres compared to 2012.

11 In total, a reduction of apprximately 2 TWh for all electricity producers and cogenerations. Source: ILR, Luxembourg.
12 According to DWD, the German meteorological service, the temperature was 0.7 °C lower in 2012/2013 winter compared to 

2011/2012.
13� 6RXUFH��6ORYHQLDQ�6WDWLVWLFDO�2I¿FH��http://www.stat.si/novica_prikazi.aspx?id=6024
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18 Estonia’s two-percent year-on-year gas demand growth in 2013 is relatively low compared to previ-
RXV�\HDUV��PRVWO\�GXH�WR�WKH�SDUWLDO�RSHUDWLRQ�DQG�WKHQ�LQGH¿QLWH�FORVXUH�RI�WKH�PDLQ�IHUWLOLVHU�IDFWRU\�
(AS Nitrofert)14. 

19 Despite the high 8.1% GDP growth in 2013 compared to 2012, Romania experienced a decline in 
electricity and gas demand in 2013. The rise in Romanian GDP was mainly due to the non-energy-
intensive automobile, textile and food industry. Furthermore, the rising Romanian prices and the an-
ticipation of their continued rise are making household consumers increasingly aware of the savings 
WR�EH�PDGH�IURP�OLPLWLQJ�FRQVXPSWLRQ�DQG�LQFUHDVLQJ�HQHUJ\�HI¿FLHQF\��$W�WKH�VDPH�WLPH��VLPLODU�WR�
RWKHU�FRXQWULHV��ULVLQJ�SULFHV�DUH�VWHHULQJ�LQGXVWU\�WRZDUGV�HQHUJ\�HI¿FLHQW�LQYHVWPHQWV�WKDW��LQ�WXUQ��
have affected demand. 

20 The stagnating 2013 electricity consumption and the declining gas consumption were further affect-
ed by an increase in electricity and gas prices for the most representative household and industrial 
consumer bands, as shown in Section 2.2.2. 

2.2.2 Retail prices 

21 This section presents a review of recent developments in energy retail prices in MSs across seg-
ments (i.e. households and industrial consumers) and between consumption levels.

2.2.2.1 Price differences between MSs and segments 

22 In 2013, the post-tax total prices (POTP)15 for the electricity and gas supplied across Europe con-
WLQXH�WR�YDU\�JUHDWO\��&RPSDUHG�WR�WKH�\HDU�EHIRUH��(8����SULFHV�RI�HOHFWULFLW\�DQG�JDV�IRU�KRXVHKROG�
consumers increased on average by 4.4% and 2.7%, respectively. In 2013, prices for electricity in-
dustrial consumers increased by 2.0% compared to 2012, while prices for gas industrial consumers 
decreased by 1.2%.

23 $YHUDJH�(8����HOHFWULFLW\�DQG�JDV�XQLW�3273V�DUH�DOPRVW�GRXEOH�IRU�VHOHFWHG�KRXVHKROG�FRQVXPHU�
bands16 (20.01 euro cents/kWh for electricity and 6.54 euro cents/kWh for gas) compared to prices paid 
by industrial consumers (11.73 euro cents/kWh for electricity and 3.75 euro cents/kWh for gas). This is 
LQ�OLQH�ZLWK�WKH�RYHUDOO�(8����¿QDO�SULFH�OHYHOV�REVHUYHG�IRU�DOO�KRXVHKROG�DQG�LQGXVWULDO�SULFH�EDQGV17, 
displaying, with few exceptions, higher household and lower industrial prices (see paragraph (56)).

14 Source: Konkurentsiamet, the Estonian NRA.
15� 7KH�SRVW�WD[�WRWDO�SULFH�LV�GH¿QHG�DV�WKH�VXP�RI�WKH�FRPPRGLW\�SULFH��UHJXODWHG�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�FKDUJHV��DQG�UHWDLO�

components (billing, metering, customer services and a fair margin on such services) plus VAT, levies (as applicable: local, 
national, environmental) and any surcharges (as applicable).

16 The Eurostat yearly consumption bands referred to in this report are DC: 2,500-5,000 kWh (electricity households), D2: 20 GJ-
200 GJ (gas households), IE: 20,000 MWh-70,000 MWh (electricity industrial consumers) and I5: 1,000,000 GJ-4,000,000 GJ 
(gas industrial consumers). While the analysis in this year’s report shows prices for all consumer bands (see Figure i and Figure 
ii in Annex 1), the focus of the price break-down of electricity and gas industrial prices has changed. Based on stakeholder 
feedback, the prices reported for industrial consumers are those of a higher consumption band compared to the two previous 
MMRs. For some, however, (for example Portugal, Malta, Cyprus) the higher IE and I5 industrial consumer bands reported on 
this year are even more atypical than previously reported.

17 Electricity household consumers: DA: consumption < 1,000 kWh; DB: 1,000 kWh < consumption < 2,500 kWh; DC: 2,500 
kWh < consumption < 5,000 kWh; DD: 5,000 kWh < consumption < 15,000 kWh; DE: consumption > 15,000 kWh. Electricity 
industrial consumers: IA: Consumption < 20 MWh; IB: 20 MWh < consumption < 500 MWh; IC: 500 MWh < consumption < 
2,000 MWh; ID: 2,000 MWh < consumption < 20,000 MWh; IE: 20,000 MWh < consumption < 70,000 MWh; IF: 70,000 MWh 
< consumption < 150,000 MWh; IG: consumption > 150,000 MWh. Gas household consumers: D1: consumption < 20 GJ; D2: 
20 GJ < consumption < 200 GJ; D3: consumption > 200 GJ. Gas industrial consumers: I1: consumption < 1,000 GJ; I2: 1,000 
GJ < consumption < 10,000 GJ; I3: 10,000 GJ < consumption < 100,000 GJ; I4: 100,000 GJ < consumption < 1,000,000 GJ; I5: 
1,000,000 GJ < consumption < 4,000,000 GJ; I6: consumption > 4,000,000 GJ.
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24 7KH�ORZHU�3273�SULFH�OHYHOV�IRU�LQGXVWU\�FRPSDUHG�WR�KRXVHKROGV�±�ZKLFK�PRVW�OLNHO\�UHVXOW�IURP�
higher volumes of consumption, the possibility of large industrial consumers to negotiate lower en-
HUJ\�SULFHV��EXW�DOVR�IURP�ORZHU�QRQ�FRQWHVWDEOH�FKDUJHV�DSSOLHG�WR�LQGXVWULDO�FRQVXPHUV�±�WHQG�DOVR�
WR�UHÀHFW�WKH�PRUH�GHYHORSHG�UROH�RI�OLEHUDOLVDWLRQ�LQ�WKH�LQGXVWULDO�VHJPHQW18, which was in general 
GHUHJXODWHG�HDUOLHU��7KLV�KDV�HQDEOHG�DQG�HQKDQFHG�PDUNHW�G\QDPLFV��UHVXOWLQJ�LQ�±�DPRQJ�RWKHU�
WKLQJV�±�ORZHU�SULFHV�

25 Household electricity prices in Denmark (29.68 euro cents/kWh), the MS with the highest household 
electricity prices, are more than three times higher than in Bulgaria (9.03 euro cents/kWh), the coun-
try with the lowest household electricity prices. Industrial electricity prices, too, are the highest in 
Denmark (23.65 euro cents/kWh), again more than three times higher than the lowest price paid by 
electricity industrial consumers in Luxembourg (6.52 euro cents/kWh) (Figure 4).

Figure 4:  Electricity POTP and PTP19�IRU�KRXVHKROGV�DQG�LQGXVWU\�±�(XURSH�±�������HXUR�FHQWV�N:K�

 

Source: Eurostat (10/7/2014) and ACER calculations

Note: Consumption bands: DC: 2,500-5,000 kWh (households) and IE: 20,000 MWh-70,000 MWh (industry). Within each group, MSs 
are ranked according to PTP. 

26 Household gas prices are lowest in Romania and Hungary20 (2.96 and 4.26 euro cents/kWh re-
spectively). Swedish and Danish industrial gas consumers, incurring considerable higher taxes and 
charges compared to other European countries, pay the highest gas prices in Europe (8.59 and 9.32 
euro cents/kWh, respectively). 

18 In the electricity industrial consumer segment, prices are higher in countries with price regulation (12.36 euro cents/kWh) than 
in liberalised countries (10.86 euro cents/kWh). In the latter, retail industrial electricity prices tend to be closely linked to the 
wholesale price. On the other hand, prices for gas industrial consumers are lower (3.53 euro cents/kWh) in countries with price 
regulation compared to liberalised countries (4.28 euro cents/kWh).

19� 7KH�SUH�WD[�WRWDO�SULFH��373��LV�GH¿QHG�DV�WKH�VXP�RI�WKH�FRPPRGLW\�SULFH��UHJXODWHG�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�FKDUJHV��DQG�
retail components (billing, metering, customer services and a fair margin on such services).

20 Prices in Romania and Hungary have very low and negative mark-ups (See Section 2.3.2), indicating lower retail energy 
components compared to the relatively high wholesale energy price.
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)LJXUH����� *DV�3273�DQG�373�IRU�KRXVHKROGV�DQG�LQGXVWU\�±�(8����±�������HXUR�FHQWV�N:K�

 

Source: Eurostat (10/7/2014) and ACER calculations

Note: Consumption bands: D2: 20 GJ-200GJ (households) and I5: 1,000,000 GJ-4,000,000 GJ (industry). Within each group, MSs 
are ranked according to PTP. Gas prices for Finnish households are not available. Due to the unavailability of data, prices for lower 
consumption band I4 (from 100,000 GJ to 1,000,000 GJ) are displayed for Denmark, Ireland, Lithuania, Luxembourg and Slovenia. 

27 'LIIHUHQFHV�DFURVV�WKH�(8����SHUVLVW�HYHQ�DW�WKH�3UH�7D[�3ULFH��373��OHYHO��7KH�HOHFWULFLW\�373�IRU�
households is highest in Cyprus (21.52 euro cents/kWh), which is almost three times higher than the 
Bulgarian PTP (7.53 euro cents/kWh). The electricity PTP for industrial consumers was highest in 
Cyprus (16.77 euro cents/kWh), whilst the Norwegian industrial electricity consumers paid more than 
three times less (4.85 euro cents/kWh). 

28 As with the PTP comparison for gas consumers, the highest gas PTP was paid by Portuguese 
household consumers (6.90 euro cents/kWh), more than four times higher than the PTP paid by 
Romanian consumers (1.56 euro cents/kWh). Lithuanian gas industrial consumers (band I4) pay the 
highest PTP (4.20 euro cent/kWh) compared to 1.83 euro cents/kWh paid by industrial gas consum-
ers in Romania, the country with the lowest industrial gas PTP price.

Changes in prices between 2008 and 2013

29 )LJXUH���VKRZV�WKDW�SULFHV�IRU�WKH�VHOHFWHG�HOHFWULFLW\�EDQGV�KDYH�LQFUHDVHG�VLJQL¿FDQWO\�VLQFH������LQ�D�
ODUJH�PDMRULW\�RI�(XURSHDQ�FRXQWULHV��7KH�����±�����FRPSRXQG�DQQXDO�JURZWK�UDWH��&$*5��IRU�3273�
household and industrial consumers shows an average increase of 4.2% and 2.0%, respectively. 
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Figure 6:  The POTP compounded annual growth rate (CAGR) of household and industrial electricity 
SULFHV�±�(XURSH�±�����±��������

Source: Eurostat (21/7/2014) and ACER calculations

Note: Consumption bands: DC: 2,500-5,000 kWh (households) and IE: 20,000 MWh-70,000 MWh (industry). Due to the unavailability 
of data, household price changes for France relate to the 2012–2013 period only, for Ireland to 2011–2013, for Cyprus to 2010–2013, 
and for Greece to the 2009-2013 period. Industrial price changes for France relate to the 2012–2013 period only, for Cyprus and 
Lithuania to 2010-2013, and for Ireland, Greece and Luxembourg to the 2009–2013 period. Price data for the I4 consumption band 
is presented for Lithuania.

30 Hungary was the only country in which household prices recorded negative growth in the period ob-
served (CAGR of -2.6%). This was due to two government interventions that lowered the household 
regulated price by more than 20% in total. The regulated household price was initially reduced by 
10% in January 2013. The system use, universal supply energy price and the renewable component21 
were affected. The second reduction, of a further 11.1% of the total price, took place in November 
2013. In this instance, in addition to a reduction in the system use and universal supply price, some 
of the taxes and levies (coal industry support, electric industry pensioners’ support and district heat-
LQJ�VXSSRUW��ZHUH�UHDOORFDWHG�WR�QRQ�UHVLGHQWLDO�FRQVXPHUV��UHGXFLQJ�WKH�¿QDO�SULFH�HYHQ�IXUWKHU22.

31 Last year’s report showed that the price of electricity for household consumers was highest in Cyprus 
(28.45 euro cents/kWh)23. In 2013, the price dropped to 26.21 euro cents/kWh due to an intervention 
of the Cypriot National Regulatory Authority (CERA) that reduced electricity prices by approximately 
8% by December 2013. In addition to this, the power plants which in were destroyed in June 2011 
by an explosion at the Mari Naval Base became operational again in July 2013, increasing electricity 
generation and driving the average electricity price down24. 

21 The renewable charge was reallocated in a way that is subsequently only covered by consumers who are not entitled to universal 
supply (connection capacity exceeding 3 x 63 ampere).

22� 6HH�WKH�LQFUHDVH�REVHUYHG�LQ�WKH�QRQ�FRQWHVWDEOH�SDUW�RI�WKH�¿QDO�HOHFWULFLW\�SULFH�IRU�LQGXVWULDO�FRQVXPHUV�DV�D�UHVXOW�RI�WKLV�LQ�
Figure 7.

23� 3ULRU�WR�������WKH�&\SULRW�HOHFWULFLW\�KRXVHKROG�SULFHV�KDG�JURZQ�IDVW�L�H��ZLWK�D�FRPSRXQG�DYHUDJH�DQQXDO�����±�����JURZWK�
rate of 10.5%.

24 Source: CERA.
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32 $Q�DQDO\VLV�RI�WKH�����±�����3273�FRPSRQHQW�JURZWK�LQ�FRXQWULHV�ZKHUH�¿QDO�HOHFWULFLW\�KRXVH-
KROG�SULFHV�LQFUHDVHG�WKH�PRVW�UHYHDOV�WKDW�WKH�¿QDO�SULFH�JURZWK�ZDV�SULPDULO\�GULYHQ�E\�LWV�QRQ�
contestable component (i.e. network charges, taxes and levies and VAT25), as opposed to the energy 
component (see Figure 7)26. The growth in the non-contestable component was most pronounced in 
Spain (15.3%), Greece (13.8%) and in Lithuania (12.7%). In Ireland, Portugal and Estonia, the non-
FRQWHVWDEOH�FRPSRQHQWV�JUHZ�E\�PRUH�WKDQ�����LQ�WKH�SHULRG�REVHUYHG��SXVKLQJ�WKH�¿QDO�HOHFWULFLW\�
price up more than in other countries (see Figure 7). These differences in the growth of non-contest-
DEOH�FKDUJHV�UHÀHFW�WKH�GLIIHUHQFHV�LQ�QDWLRQDO�HQHUJ\�SROLFLHV�DFURVV�WKH�(8��

33 (VWRQLD�KDG�WKH�KLJKHVW�DQQXDO�DYHUDJH�����±�����3273�JURZWK�LQ�KRXVHKROG�SULFHV��,Q�DGGLWLRQ�
to the increasing non-contestable charges, this is primarily due to the below-cost level of the energy 
FRPSRQHQW�LQ�WKH�SUH������UHJXODWHG�SULFH��ZKLFK�LQFUHDVHG�VLJQL¿FDQWO\�DIWHU�WKH�UHPRYDO�RI�KRXVH-
hold price regulation in January 2013 (for more, see Case Study 5 in the Section 2.4.2 on End-user 
price regulation). Compared to 2012, the energy component of the incumbent’s standard offer in 
Tallinn increased by 58% in 201327. 

34 In Luxembourg, the Netherlands, Belgium, Italy, Denmark and Norway, among others, the relatively 
PRGHVW� ¿QDO�HOHFWULFLW\�KRXVHKROG�SULFH� LQFUHDVHV�VKRZ�HQHUJ\�FRPSRQHQW�GHFUHDVHV�DQG�D� ORZ�
energy component price increase in the case of Luxembourg, as well as lower (i.e. less than 5%) 
increases in the non-contestable part (Figure 7). 

35 Given the decline in wholesale electricity prices (see Section 3.2.1) in certain countries (for example, 
*HUPDQ\��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP���VRPH�GHFUHDVH�LQ�WKH�UHWDLO�HQHUJ\�FRPSRQHQW�LV�WR�EH�
expected (see Section 2.3.2). In these Member States in particular, the effect of the increasing non-
contestable charges has been exacerbated by the failure of suppliers to pass on the savings result-
ing from reductions in wholesale prices to end consumers (see Section 2.3.2). 

25 In countries in which the energy component price growth equals the non-contestable component growth, the growth in non-
contestable components is most likely due to an increase in VAT as a variable tax on other components (energy, network and 
WD[HV�DQG�OHYLHV���+RZHYHU��LQ�PRVW�FRXQWULHV��WKH�9$7�UDWH�KDV�QRW�FKDQJHG�VLJQL¿FDQWO\�GXULQJ�WKH�SHULRG�REVHUYHG�ZLWK�VRPH�
H[FHSWLRQV��6ORYHQLD��IURP�����WR�����LQ��������WKH�1HWKHUODQGV������WR�����LQ��������6SDLQ��WKH�¿UVW�LQFUHDVH�LQ������IURP�
16% to 18%, followed by another increase in 2012 from 18% to 21%), Ireland (from 21% to 23% in 2012) and Hungary (from 
25% to 27% in 2012).

26 Estonia is an exception.
27 For 2013 data on offers, see Figure 9.
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Figure 7: The compounded annual growth rate (CAGR) of the electricity energy component and the 
QRQ�FRQWHVWDEOH�SDUW�RI�3273V�IRU�KRXVHKROGV�±�(XURSH�±�����±��������

 

Source: Eurostat (21/7/2014) and ACER calculations

Note: Consumption band: DC: 2,500-5,000 kWh (households). Due to the unavailability of data, price changes for France relate to 
the 2012–2013 period only, for Ireland to 2011–2013, for Cyprus to 2010–2013, and for Greece to the 2009–2013 period. The energy 
component pricing data for Ireland, Italy, Lithuania, Portugal, Spain and the United Kingdom were corrected for some costs which are 
not purely energy-related (e.g. network losses, capacity payments, etc.) and which were originally included in the energy component.

36 7KH�¿QDO�����±�����HOHFWULFLW\�SULFH�JURZWK�IRU� LQGXVWULDO�FXVWRPHUV�UHYHDOV�WKH�JUHDWHVW�GLYHUVLW\�
of all price changes (from a 2.7% decrease in average price growth in the Netherlands to a 12.7% 
increase in Estonia, due to the removal of price regulation in 2013, Figure 8). In those countries 
with the highest POTP growth in the period observed, namely Latvia and Greece, the price growth 
IRU�LQGXVWULDO�FXVWRPHUV�±�DV�ZLWK�KRXVHKROG�SULFHV�±�ZDV�SULPDULO\�GULYHQ�E\�WKH�JURZWK�LQ�LWV�QRQ�
contestable part (16.8% and 10.6% compared to the 6.8% and 5.5% growth in the energy component 
respectively)28. 

37 In Germany, the 20% increase in the non-contestable part of the POTP (compared to a 4.8% de-
crease in the energy component for industrial consumers) is most likely due to the RES charges. The 
same may be true of countries in which industrial consumers pay RES charges per kWh consumed, 
such as Greece, Croatia, Estonia and Portugal etc. (see Table A 3 in Annex 3), as opposed to coun-
tries in which large industrial consumers are at least partially exempted from covering RES charges 
�1RUZD\��3RODQG�DQG�WKH�8QLWHG�.LQJGRP���

38 ,Q�$XVWULD��WKH�1HWKHUODQGV��1RUZD\�DQG�5RPDQLD�WKH�HQHUJ\�FRPSRQHQW�RI�WKH�¿QDO�SULFH�RI�HOHF-
tricity to industrial consumers decreased, and the non-contestable charges either decreased or re-
mained broadly the same in 2013. These decreasing industrial electricity prices can be interpreted as 
a result of the trickle-down effect of a lowering in wholesale prices (see Section 3). 

28 VAT and other recoverable taxes are included in non-contestable charges; however, being refundable, they are not incurred by 
the industry.
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Figure 8: Compound annual growth rate (CAGR) of the electricity energy component and the non-con-
WHVWDEOH�SDUW�RI�3273V�IRU�LQGXVWULDO�FRQVXPHUV�±�(XURSH�±�����±��������

 

Source: Eurostat (21/7/2014) and ACER calculations

Note: Consumption band: IE: 20,000 MWh-70,000 MWh (industry). Due to the unavailability of data, price changes for France relate 
to the 2012–2013 period only, for Cyprus and Lithuania to 2010–2013, and for Ireland, Greece and Luxembourg to the 2009–2013 
period. Price data for the I4 consumption band is presented for Lithuania. 

39 In order to better understand price differences and the evolution of prices, the Agency continued to 
analyse the POTP break-down of standard electricity offers across the European capital cities as of 
December 2013. 

40 )LJXUH���VKRZV�WKDW�LQ�DOO�(XURSHDQ�FRXQWULHV�H[FHSW�&\SUXV��*UHHFH��,UHODQG��0DOWD�DQG�WKH�8QLWHG�
.LQJGRP��QRQ�FRQWHVWDEOH� FKDUJHV�FRPSULVHG�PRVW�RI� WKH�¿QDO�SULFH��2I� WKHVH��QHWZRUN� FKDUJHV�
comprise the largest share in Norway29 and Lithuania (46% and 45%), whilst in Denmark taxes and 
OHYLHV�DFFRXQW�IRU�����RI�WKH�¿QDO�ELOO�

29 The incumbent standard offer in Oslo includes a network charge, which is a national weighted average network charge as 
opposed to the local distributor’s network charge. The reason for this is that Hafslund Nett AS (the distributor in Oslo) applies 
D�PXFK� ORZHU� �QRQ�UHSUHVHQWDWLYH�� QHWZRUN� FKDUJH� RI� ���� HXURV� IRU� WKH� VSHFL¿F� FRQVXPSWLRQ� RI� ������ N:K� DQQXDOO\�� 7KH�
Norwegian average in 2013 remained approximately the same as in 2012 at 282 euros.
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)LJXUH����� 3273�HOHFWULFLW\�EUHDN�GRZQ�±�LQFXPEHQWV¶�VWDQGDUG�RIIHUV�IRU�KRXVHKROGV�LQ�FDSLWDO�FLWLHV�±�
1RYHPEHU±'HFHPEHU���������

 

Source: ACER Retail Database30 and information from NRAs (2013)

1RWHV��)RU�VRPH�FRXQWULHV��WKH�¿QDO�SULFH�VKRZQ�IRU�WKH�FRQVXPSWLRQ�RI�������N:K�SHU�KRXVHKROG�DQQXDOO\�LV�QRW�WKH�PRVW�UHSUH-
VHQWDWLYH��)RU�H[DPSOH��LQ�,WDO\��WKH�DYHUDJH�FRQVXPSWLRQ�DQG�WKH�FRQQHFWLRQ�FDSDFLW\�DUH�VLJQL¿FDQWO\�ORZHU��������N:K�DQQXDOO\�DQG�
3kW); in Romania, average consumption is approximately 1,500 kWh, in Lithuania 1,900 kWh annually. On the other hand, in Norway, 
6ZHGHQ�DQG�)LQODQG��DYHUDJH�GHPDQG�LV�VLJQL¿FDQWO\�KLJKHU�WKDQ�WKH�DYHUDJH�SUR¿OH�IURP�WKH�$&(5�5HWDLO�'DWDEDVH��RYHU��������
kWh, 9,200 and 9,000 kWh, respectively). In the case of Denmark, the break-down refers to the average variable price in Copenha-
gen. In the case of the Swedish and Norwegian spot-based offers, the RES charge is estimated. In Malta, a charge for the support 
RI�WKH�5(6�LV�QRW�LQFOXGHG�LQ�WKH�HOHFWULFLW\�WDULII��DV�WKH�VXSSRUW�IRU�5(6�LV�¿QDQFHG�WKURXJK�QDWLRQDO�WD[HV�LQ�WKH�QDWLRQDO�EXGJHW��,Q�
6SDLQ��5(6�VXSSRUW�LV�LQFOXGHG�LQ�WKH�QHWZRUN�WDULII�VHW�E\�WKH�JRYHUQPHQW�DQG�KDV�EHHQ�HVWLPDWHG�WR�DPRXQW�WR�����RI�WKH�¿QDO�ELOO�
(The Spanish Ministry for Finance31���KRZHYHU��WKH�FRVW�DOORFDWLRQ�WR�WKH�VSHFL¿F�FRPSRQHQWV�IRU�WKLV�LWHP�LV�QRW�NQRZQ�WR�WKH�15$��
,Q�5RPDQLD�������ZDV�WKH�¿UVW�IXOO�\HDU�IRU�ZKLFK�WKH�5(6�FKDUJH�ZDV�H[SOLFLWO\�UHFRUGHG�RQ�WKH�HOHFWULFLW\�ELOO��,Q�WKH�1HWKHUODQGV��DQ�
explicit RES charge has only appeared on the electricity bill since 1 January 2013. For Portugal, RES includes a combined heat and 
power (CHP) charge. 

41 The 2013 electricity break-down analysis shows that in those capital cities where the price of electric-
ity increased the most compared to 2012, the increase was driven by the RES32 charges covering 
investments in renewable sources of energy33: Romania (14% increase); Greece (10%); Lithuania 
������(VWRQLD�LV�WKH�H[FHSWLRQ��VLQFH�LW�H[SHULHQFHG�DQ�LQFUHDVH�LQ�WKH�¿QDO�ELOO�RI�����GXH�WR�DQ�LQ-
crease in the energy component of 58%34. In Romania, the RES charge appeared separately on the 
ELOO�GXULQJ�WKH�ZKROH�\HDU�IRU�WKH�¿UVW�WLPH�LQ�������DFFRXQWLQJ�IRU����RI�WKH�SULFH�SDLG�E\�KRXVHKROG�
consumers. In the capital cities of Greece and Lithuania, the RES charges increased by 119% and 
44% compared to 2012. 

30 ACER retail database is based on information from price comparison tools, NRAs and suppliers. It refers to offers for annual 
consumption of 4,000 kWh of electricity and 15,000 kWh of gas, which has been calculated as the average consumption for 
(XURSHDQ� KRXVHKROG� FRQVXPHUV� EDVHG� RQ�(XURVWDW� GDWD��1DWLRQDO� FRQVXPSWLRQ� SUR¿OHV�PLJKW� GLIIHU� IURP� WKH� FRQVXPSWLRQ�
pattern used. Fixed-, variable-, mixed-price and spot-based offers are included in the comparison.

31 Source: http://www.lamoncloa.gob.es/docs/refc/pdf/refc20130712e_1.pdf.
32 For more, please see the EC’s empirical evidence regarding the impact of RES penetration on retail prices (http://ec.europa.eu/

HFRQRP\B¿QDQFH�SXEOLFDWLRQV�HXURSHDQBHFRQRP\������SGI�HH�BHQ�SGI).
33 RES charges, together with network charges and taxes and levies form part of the non-contestable components in the Eurostat 

data as presented in Figure 9.
34 Due to the already-mentioned removal of the regulated price, this was set beneath the market price in January 2013.
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42 $OWKRXJK�WKH������5(6�FKDUJHV�LQFUHDVHG�VLJQL¿FDQWO\�LQ�WKH�FDSLWDO�FLWLHV�RI�6ORYHQLD��E\�����35, 
Ireland (by 57%), Germany (by 47%) and Austria36 (by 64%), their increase is offset by the decrease 
in the energy component (by -12%, -8%, -17% and by -3%, respectively), due to falling electricity 
wholesale prices (see Section 3 on the level of wholesale electricity prices). 

43 Compared to 2012, the 2013 network charges for the distribution and transmission of electricity did 
QRW�FKDQJH�VLJQL¿FDQWO\�DFURVV�WKH�FDSLWDO�FLWLHV�RI�(XURSH��7KH�RQO\�H[FHSWLRQV�ZHUH�'HQPDUN��*HU-
many and Lithuania, where network charges increased by 22%, 18% and 15%, respectively. 

44 In Germany, the total increase in the network charge in Berlin was based on a rise in the revenue 
cap for 2013 due to the grid-expansion on both the DSO and TSO levels. Similarly, the increase in 
the Copenhagen supplier’s network charge was due to a shortfall in revenue from previous years37. 

45 &RPSDUHG�WR�������WKH�¿QDO�SULFH�RI�HOHFWULFLW\�GURSSHG�WKH�PRVW�IRU�FRQVXPHUV�LQ�WKH�FDSLWDO�FLWLHV�
of Cyprus (-17%), Hungary (-21%), Italy (-9%) and Belgium (-5%) (see Figure A 7 in Annex 4). As al-
ready mentioned, the price reduction in Cyprus and Hungary was the result of government interven-
tion through household regulated prices; in Rome and Brussels, however, this was mainly due to the 
decrease in the energy component (-30% and -12% compared to the energy component of 2012). 
,Q�,WDO\��5(6�FKDUJHV�FRPSULVLQJ�����RI�WKH�¿QDO�ELOO�LQFUHDVHG�VLJQL¿FDQWO\��E\�����FRPSDUHG�WR�
�������UHGXFLQJ�WKH�QHW�HIIHFW�RI�WKH�ORZHU�HQHUJ\�FRPSRQHQW�RQ�WKH�¿QDO�ELOO�

46 In Norway and Sweden, where offers tracking the wholesale price (i.e. the spot-based offers) are 
FRPPRQ��WKH�FKDQJH�LQ�WKH�¿QDO�ELOO�ZDV�FRQVLVWHQW�ZLWK�ZKROHVDOH�SULFH�WUHQGV�DQG��FRQVHTXHQWO\��
WKH�UHWDLO�HQHUJ\�FRPSRQHQW�FKDQJH��,Q�1RUZD\��FRPSDUHG�WR�'HFHPEHU�������WKH�¿QDO�UHWDLO�SULFH�
based on offers from December 2013 decreased by 5% due to a 16% decrease in the energy com-
ponent38��ZKLOVW�LQ�6ZHGHQ�WKH�¿QDO�SULFH�LQFUHDVHG�E\����GXH�WR�D�����LQFUHDVH�LQ�WKH�HQHUJ\�FRP-
ponent. While it is true that for the months of November and December, the average wholesale price 
was lower in 2013 than in 2012, this was not true for the year as a whole. 

47 From 2008 to 2013, gas prices for European household and industrial consumers grew on average 
by 4%. 

48 Croatia experienced the highest price growth in gas for both household and industrial consumers 
(11.1% and 11.5%, respectively). In Hungary, which applies price regulation to household gas con-
sumers, the annual year-on-year price growth was negative. This is due to government interventions 
LQ�WKH�SULFLQJ�VWUXFWXUH��5RPDQLD��WRR��H[KLELWHG�D�QHJDWLYH�����±�����FRPSRXQGHG�3273�DQQXDO�
growth rate. Prior to 2012, falling regulated gas prices were affected by falling consumption, generat-

35 This is the result of the increase in the RES tax (prispevek za obnovljive vire energije [OVE]) in February 2013. In addition to this, 
VAT was raised in July by two percentage points.

36 Since mid-2012, the RES charges have been covered through the network charge and are explicitly shown on the bill. Prior to 
that, however, suppliers passed on the RES-related charges to consumers i.e. included them in the energy component, which 
was not always explicitly shown.

37 Namely, companies are free to change tariffs every year; however, if an increase in the network charge is ten per cent or higher, 
it must be announced. The Danish regulator (DERA) manages the network charge regulation by revenue caps. The network 
charges can increase or decrease every year according to changes in the factors which affect the calculation of the revenue 
caps. A shortfall or cover from former years also plays a major part in the calculation of allowed revenue and thereby in the 
calculation of the network charge. Source: DERA.

38 This comparison is based on offers available to consumers at the end of the years 2013 and 2012 and may not be representative 
of the annual price changes. In Norway, for example, the December 2012 wholesale price was 42.56 euros/MWh compared to 
the December 2013 price of 32.46 euros/MWh. Norwegian average annual wholesale prices showed an opposite trend, with 
the average 2012 wholesale price of 29.56 euros/MWh increasing to 37.56 euros/MWh in 2013. See Section 3 on wholesale 
electricity prices. Source: Nord Pool Spot.
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ing a reduction in (more expensive) gas imports and changing the ‘domestic-import’ gas mix. In 2013, 
however, gas prices for households and industrial consumers overall increased by 8.7% and 10.0%, 
respectively. This was an expected outcome of the roadmap for phasing out regulated prices, which 
began in 2012. 

)LJXUH������ 3273�FRPSRXQG�DQQXDO�JURZWK�UDWH��&$*5��RI�JDV�KRXVHKROG�DQG�LQGXVWULDO�SULFHV�±�(8����
±�����±��������

Source: Eurostat (21/7/2014) and ACER calculations

Note: Consumption bands: D2: 20 GJ-200 GJ (households) and I5: 1,000,000 GJ-4,000,000 GJ (industry). Within each group, MSs 
are ranked according to PTP. Household prices are not available for Greece and Finland. For Austria, due to the unavailability of the 
2008 prices, 2009–2013 price growth is shown. In the case of Croatia, Denmark, Ireland, Lithuania and Slovenia, industrial gas prices 
for the lower band (I4: 100,000 GJ – 1,000,000 GJ) are shown. 

49 Due to data limitations39, a growth driver analysis similar to the one shown in Figure 7 and Figure 
8 for electricity could not be performed. It is expected, however, that in countries where network 
FKDUJHV��WD[HV�DQG�OHYLHV�DFFRXQW�IRU�D�VLJQL¿FDQW�VKDUH�RI�WKH�¿QDO�SULFH�RI�WKH�JDV�VXSSOLHG��L�H��LQ�
Denmark, Sweden, Portugal, Finland, Spain etc. as shown in Figure 11), price growth can be attrib-
XWHG�DW�OHDVW�WR�VRPH�H[WHQW�WR�WKH�QRQ�FRQWHVWDEOH�SDUW�RI�¿QDO�JDV�SULFHV��,Q�'HQPDUN�DQG�6ZHGHQ��
WD[HV�DQG�OHYLHV�DQG�QHWZRUN�FKDUJHV�DORQH�FRPSULVH�����DQG�����RI�WKH�UHVSHFWLYH�¿QDO�SULFHV��,Q�
Lisbon40��QHWZRUN�FKDUJHV�DFFRXQW�IRU�����RI�WKH�¿QDO�SULFH��WKH�KLJKHVW�LQ�(XURSH�

50 In other 17 MSs (Figure 11), the energy component is still the most relevant component of the end-
XVHU�SULFH��DFFRXQWLQJ�IRU�PRUH�WKDQ�����RI�WKH�¿QDO�SULFH�LQ�/X[HPERXUJ�DQG�WKH�8QLWHG�.LQJGRP��

39 The Eurostat prices do not provide a break-down of prices into the energy, network and taxes and levies components for the 
period observed.

40 This is due to the municipality-related taxes in Lisbon. As such, the remainder of Portugal differs. 
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)LJXUH������ 3273�JDV�EUHDN�GRZQ�±�LQFXPEHQWV¶�VWDQGDUG�RIIHUV�IRU�KRXVHKROGV�LQ�FDSLWDO�FLWLHV�±�1RYHP-
ber-December 2013 (%)

Source: ACER Retail Database and information from NRAs (2013)

Notes: The break-down refers to the average of all offers for the consumption of 15,000 kWh annually in the capital cities of the Neth-
erlands and Germany. The natural gas prices for Sweden refer to a very limited area of the country. For some countries, the average 
consumption to which the offers refer is non-representative (for example, Portugal, where the typical consumer consumes from 220 
to 500 m3 a year). 

51 7KH�DQDO\VLV�RI�WKH������JDV�KRXVHKROG�RIIHUV�FRPSDUHG�WR�WKH�\HDU�EHIRUH�VKRZV�WKDW�WKH�¿QDO�SULFH�
decreased or remained the same in 15 out of 2541 MSs, in a majority of them due to a decrease in 
WKH�HQHUJ\�FRPSRQHQW��7KH�¿QDO�SULFH�IRU�JDV�VXSSOLHG�WR�KRXVHKROGV�GHFUHDVHG�PRVW�LQ�+XQJDU\�
(by -22%), due to government intervention in the regulated price (see paragraph 0, the re-negotiated 
wholesale price and the removal of the security stocking fee from the household bill since 1st January 
2013, and in Belgium (-16%), following the decrease in the energy component by 25%. The energy 
UHGXFWLRQ�LQ�WKH�FRPSRQHQW�ZDV�VLJQL¿FDQW�LQ�)LQODQG���������3RODQG���������*HUPDQ\��������DQG�
Luxembourg (-10%). It is to be noted that these decreases are assessed on the incumbent standard 
offers. These particular offers may have decreased due to competitive pressure from other market 
participants. The underlying reasons for some of these price decreases relate to re-negotiated import 
prices for natural gas (See section 4.3.2 for more detail).

52 The energy component also decreased in France (by -7%), Austria (by -3%) and in Slovenia (by 
-2%); however, this decrease was offset by increases in network charges by 15% in France and 9% 
in Austria. In Slovenia, the 10% increase in taxes and charges was due to the increase in VAT42.

41 Croatia was not reported on in 2012.
42 The RES charge which increased for electricity consumers in 2013 was newly introduced for gas consumers on 1 June 2014.
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53 &RPSDUHG�WR�������WKH�¿QDO�ELOO�IRU�QDWXUDO�JDV�FRQVXPSWLRQ�LQFUHDVHG�PRVW�LQ�WKH�FDSLWDO�FLWLHV�RI�
3RUWXJDO��E\������5RPDQLD��E\�������WKH�8QLWHG�.LQJGRP��E\�����DQG�'HQPDUN��E\������:KLOH�LQ�
5RPDQLD�DQG�'HQPDUN�WKH�PDLQ�GULYHU�RI�¿QDO�SULFH�JURZWK�ZDV�QHWZRUN�FKDUJHV��E\�����DQG�E\�
����UHVSHFWLYHO\���WKH�HQHUJ\�FRPSRQHQW� LQFUHDVH�RI�����SXVKHG�XS�WKH�¿QDO�SULFH�LQ�WKH�8QLWHG�
Kingdom43. 

54 ,Q�/LVERQ��WKH� LQFUHDVH�LQ�WKH�¿QDO�SULFH�RI�JDV�VXSSOLHG� LQ������FRPSDUHG�WR������ZDV�SULPDULO\�
driven by an increase in the TOS44 tax of 26% in the same period and by the increase in the energy 
component due to higher wholesale prices (6.5%)45. Network charges also increased (by 3% com-
pared to the year before), due to a decrease in gas consumption, which caused an increase in the 
distribution network cost per unit and, consequently, the increase in network charges.

55 In sum, retail prices in Europe have continued to increase overall, and for households more than for 
industrial consumers. The non-contestable charges tend to increase in particular in MSs, where this 
part of bills is already high. Increased network charges and subsidies for renewables are responsible 
for this.

2.2.2.2 Price differences between segments and consumption bands

56 2Q�DYHUDJH��(8����SULFHV�DFURVV�DOO�EDQGV�IRU�HOHFWULFLW\�DQG�JDV�VXSSOLHG�WR�KRXVHKROGV��������HXUR�
cents/kWh for electricity and 7.54 euro cents/kWh for gas) are higher than those supplied to industry 
(15.20 euro cents/kWh for electricity and 4.82 euro cents/kWh for gas) (see Figure A 5 and Figure A 6 
LQ�$QQH[���IRU�VSHFL¿F�SULFH�OHYHOV�SHU�EDQG�LQ�06V��GXH�WR�WKH�UHODWLYHO\�ODUJHU�YROXPHV�RI�HOHFWULFLW\�
and gas supplied to industrial consumers compared to households. There are exceptions, however. 

57 In Latvia, household electricity consumers pay 13.29 euro cents/kWh compared to 13.94 euro cents/
kWh paid by industrial consumers. In Romania and Bulgaria, the difference between the average 
price of electricity supplied to households compared to a unit supplied to industrial consumers is 
less than one euro cent/kWh (9.09 and 12.98 euro cents/kWh for households compared to 8.61 and 
12.31 euro cents/kWh for industrial consumers, respectively). As shown in Section 2.3.2, the respec-
tive countries’ interventions in household regulated prices affect their mark-ups, which are negative. 

58 Gas household consumers pay less per kWh of natural gas supplied than industrial consumers in 
Romania (2.94 compared to 3.06 euro cents/kWh)46, Hungary (4.38 compared to 5.26 euro cents/
kWh) and in Croatia (4.68 compared to 4.88 euro cents/kWh). In Estonia and Poland, the difference 
between the average price of gas supplied to households compared to a unit supplied to industrial 
consumers is relatively small (5.33 and 5.31 euro cents/kWh for households compared to 4.29 and 
4.27 euro cents/kWh for industrial consumers, respectively).

43 The energy component increased in Bulgaria (by 5%), Sweden (by 4%) and Ireland (by 1%). In all countries the energy 
FRPSRQHQW�RI�WKH�¿QDO�JDV�SULFH�GHFUHDVHG�FRPSDUHG�WR������

44� 726�±�7D[D�GH�RFXSDomR�GH�VXEVROR��FKDUJHG�E\�PXQLFLSDOLWLHV��7KH�����������LQFUHDVH�LQ�726�UHIHUV�WR�/LVERQ�RQO\�
45 In addition to the increasing wholesale gas price, the retail energy component increases are due to the increases in transitory 

tariff. For historical reasons, transitory end-use tariffs are additive in global terms, but not by consumption level or by last-resort 
VXSSOLHU��(56(�LV�SURJUHVVLYHO\�ZRUNLQJ�RQ�FRQVXPSWLRQ�OHYHO�DQG�ODVW�UHVRUW�VXSSOLHU�FRQYHUJHQFH��FDXWLRQLQJ�DERXW�VLJQL¿FDQW�
tariff effects for consumers. As the standard consumer (4th consumption level in Lisbon) has a tariff below the additive tariff, 
ERSE applied higher increases than the national average in 2013, which is shown in the energy component.

46 In accordance with the roadmap for phasing out regulated prices, household prices are expected to increase by 2-3% per quarter 
by the end of 2014.
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59 In addition to the observed differences in the average level of household prices compared to the 
OHYHO�RI�LQGXVWULDO�SULFHV��ORZHU�FRQVXPSWLRQ�EDQGV�W\SLFDOO\�SD\�KLJKHU�¿QDO�3273�SULFHV��)LJXUH������
6LQFH�WKH�¿QDO�SULFH�LV�DIIHFWHG�E\�WKH�SULFH�RI�HQHUJ\�DQG�WKH�FDSDFLW\�VL]H�RI�FRQQHFWLRQ��ZKLFK�LV�
expected to be progressive with increasing consumption, it can be argued that, in households too (as 
with industry), the level of electricity consumed (i.e. the ‘volume’ effect) plays a major role in deter-
PLQLQJ�WKH�¿QDO�SULFH�RI�HQHUJ\�DFURVV�WKH�(8��7KLV�HIIHFW�LV�PRVW�SURQRXQFHG�LQ�,UHODQG��ZKHUH�WKH�
end price per unit of electricity supplied (64.14 euro cents/kWh) to households consuming less than 
1,000 kWh per year (DA) is more than double the price (29.87 euro cents/kWh) for households in the 
DB consumption band (consuming from 1,000 to 2,500 kWh annually). 

60 Fixed standing charges are levied regardless of the amount of electricity consumed47. As the con-
sumption levels fall, these standing charges form a higher proportion of the costs, and result in higher 
DYHUDJH�XQLW�FRVWV�SHU�N:K�FRQVXPHG�ZLWKLQ�HDFK�EDQG��,Q�DGGLWLRQ�WR�WKH�¿[HG�VWDQGLQJ�FKDUJH��
there is typically also a unit rate based on consumption48�SHU�N:K��,Q�,UHODQG��WKHUH�LV�D�VSHFL¿F�OL-
cence condition on electricity and gas suppliers prohibiting them from incentivising increased volume 
through tariffs49. 

61 A typical Norwegian household consuming on average 16,000 kWh annually (consumption band 
'(��SD\V�������HXUR�FHQWV�N:K�IRU�WKH�HOHFWULFLW\�VXSSOLHG��L�H��VLJQL¿FDQWO\�OHVV�WKDQ�D�KRXVHKROG�
FRQVXPLQJ�RQ�DYHUDJH�������N:K�DQQXDOO\� �������HXUR�FHQWV�N:K���1HLWKHU� WKH�¿[HG�SDUW�RI� WKH�
household network charges, which is the same for all household consumers, nor the variable, con-
sumption-dependent network charges, are generally capacity dependent, even though individual 
DSOs are allowed to differentiate the network charge based on capacity for household customers if 
they wish; however, not many do. 

47� ,Q�,UHODQG�IRU�H[DPSOH��VWDQGLQJ�FKDUJHV��DQG�WKH�362�OHY\��DUH�D�ÀDW�UDWH�SHU�GD\�PRQWK�DQG�DUH�WKH�VDPH�IRU�DOO�FRQVXPSWLRQ�
levels for domestic consumers, who all have a connection with a maximum import capacity of 29KVA. Band DA represents 
households that consume less than 1,000 kWh per annum, and accounts for just 1.3% of all electricity sold to households in 
Ireland. Typical consumers in this band in Ireland are possibly holiday homes that have consumption for a number of weeks 
per year, but incur full annual standing charges. Domestic distribution network charges are divided into two, urban and rural. A 
GLVWLQFWLRQ�LV�PDGH�WR�UHÀHFW�WKH�KLJKHU�FRVW�RI�LQVWDOOLQJ�DQG�PDLQWDLQLQJ�WKH�GLVWULEXWLRQ�QHWZRUN�LQ�UXUDO�DUHDV�

48 In France, these charges are also capacity-related.
49 Source CER: ‘The licensee shall ensure that their tariffs for the supply of natural gas/electricity do not create incentives that may 

unnecessarily increase the volume of distributed or transmitted energy.’
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)LJXUH������ (OHFWULFLW\�SULFHV�IRU�KRXVHKROGV�DQG�LQGXVWU\�SHU�EDQG�LQ�D�VHOHFWLRQ�RI�FRXQWULHV�±�������HXUR�
cents/kWh)

Source: Eurostat (21/7/2014) and ACER calculations

Note: Electricity household consumers: DA: consumption < 1,000 kWh; DB: 1,000 kWh < consumption < 2,500 kWh; DC: 2,500 kWh 
< consumption < 5,000 kWh; DD: 5,000 kWh < consumption < 15,000 kWh; DE: consumption > 15,000 kWh. Electricity industrial 
consumers: IA: Consumption < 20 MWh; IB: 20MWh < consumption < 500 MWh; IC: 500 MWh < consumption < 2,000 MWh; ID: 2,000 
MWh < consumption < 20,000 MWh; IE: 20,000 MWh < consumption < 70,000 MWh; IF: 70,000 MWh < consumption < 150,000 MWh; 
,*��FRQVXPSWLRQ�!���������0:K��5HVXOWV�IRU�RWKHU�06V�DQG�IRU�JDV�DUH�VKRZQ�LQ�)LJXUH�$���LQ�$QQH[���

62 In Italy, Latvia and the Netherlands, however, connection capacity charges have a detrimental ef-
IHFW�RQ�WKH�¿QDO�HOHFWULFLW\�SULFH�IRUPDWLRQ��ZLWK�WKH�H[FHSWLRQ�RI�VRPH�EDQGV��HOHFWULFLW\�SULFHV�DUH�
lower for consumers with a lower connection, i.e. for those that consume less. Higher consumption, 
ZKLFK�QHFHVVLWDWHV�D�VWURQJHU�FRQQHFWLRQ�FDSDFLW\��LV�UHÀHFWHG�LQ�WKH�QHWZRUN�FKDUJHV��LQFUHDVLQJ�
the price50. 

63 7KH�µYROXPH¶�HIIHFW�RQ�WKH�¿QDO�JDV�SULFH�IRU�KRXVHKROG�DQG�LQGXVWULDO�FRQVXPHUV�DSSHDUV�WR�SUH-
YDLO�DFURVV�WKH�(8�����DV�¿QDO�SULFHV�WHQG�WR�GURS�FRQVLGHUDEO\�ZLWK�LQFUHDVHG�FRQVXPSWLRQ�OHYHOV��
+RXVHKROG�SULFH� UHJXODWLRQ�DSSHDUV� WR� LQÀXHQFH�¿QDO�SULFH�VHWWLQJ�RU� WKH�VWUXFWXUH�RI� WKH� WDULII� LQ�
%XOJDULD��5RPDQLD�DQG�'HQPDUN��ZKHUH�QR� VLJQL¿FDQW� GLIIHUHQFHV� LQ� WKH� ¿QDO� JDV�SULFHV� FDQ�EH�
observed for households consuming the least (i.e. less than 20 GJ annually; consumption band D1) 
and those within the highest household consumption band, D3 (i.e. consuming more than 200 GJ an-
nually). In Hungary, Latvia, Luxembourg and Slovenia, the price of gas supplied to households in the 
PLGGOH��DQG�KLJK�FRQVXPSWLRQ�EDQGV��'��DQG�'���GRHV�QRW�GLIIHU�VLJQL¿FDQWO\��DOWKRXJK�WKHLU�DYHUDJH�
level is lower than the price for gas supplied to small household consumers. 

50 In reality, however, in both countries, higher consumption does not always mean a larger connection capacity and higher prices 
accompanying increased consumption. In the Netherlands, almost three million households supplied by Liander (the largest 
Dutch distribution system operator) have a small (3*25A) connection, while 17,000 have a larger (3*80A) connection. The 
average household consumption of Liander customers in 2012 was 3,331 kWh annually. Source: ACM.
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2.2.3 Offers available to consumers

64 The data presented in this section51, which were collected from a range of price comparison tools 
across Europe, show a trend of existing suppliers diversifying their offers through competition pa-
rameters that are not exclusively price related52 to attract new customers and retain existing ones. 
To varying degrees, the price comparison tools systematically display the following characteristics 
of offers53:

�� the type of ‘fuel’ (electricity only, gas only, or dual-fuel offers);
�� W\SHV�RI�HQHUJ\�SULFLQJ��¿[HG��YDULDEOH��VSRW�SOXV�HWF���
�� payment and billing possibilities54 (direct debit, paper and e-billing);
�� energy source (fossil versus renewable);
�� the inclusion of additional services provided by the supplier to attract consumers, either against 

payment or gratis (meter reading, e-billing, insurance services, maintenance, supermarket points, 
gifts etc.); and 

�� other (customer post-switch satisfaction ratings).

65 Electricity and gas consumers in Amsterdam, Berlin, Copenhagen, Helsinki and Stockholm are free 
to choose from among the highest number of supplier offers, with on average 330 offers available 
from an average of 65 suppliers (see Table 1). Capital cities of countries applying regulated prices to 
DOPRVW�DOO�KRXVHKROG�FRQVXPHUV��$WKHQV��%XFKDUHVW��5LJD��6R¿D��9LOQLXV��WHQG�WR�VKRZ�ORZHU�QXP-
bers of suppliers and offers55, whilst countries in which regulated prices exist together with a relatively 
strong non-regulated market (Brussels, Madrid, etc.) tend to appear in the middle of the chart. 

66 Although the number of offers available to energy consumers varies greatly from one capital to an-
other, there are on average 70 electricity and 55 gas offers (from an average 23 and 15 suppliers, 
respectively) per capital city available to consumers through price comparison tools. In addition to 
WKLV��VLJQL¿FDQW��L�H��RI�PRUH�WKDQ����HXURV�SHU�\HDU��SULFH�GLIIHUHQFHV�H[LVW�EHWZHHQ�WKH�ORZHVW�DQG�
highest56 electricity offers and between the lowest and highest gas offers in the majority of countries, 
especially in Brussels for electricity offers, and in the capital cities of Luxembourg, Germany, Swe-
den57�DQG�WKH�8.�IRU�JDV�RIIHUV58. 

51� ,Q�WRWDO��DOPRVW�������GLUHFW�GHELW��VLQJOH�XQLW�UDWH�RIIHUV�IRU�WKH�VHOHFWHG�HOHFWULFLW\�DQG�JDV�FRQVXPSWLRQ�SUR¿OHV�RI�������N:K�
and 15,000 kW respectively in European capital cities were screened. Twenty European countries were analysed for electricity 
offers with regard to type of energy pricing, dual-fuel and green offers and free additional services (Bulgaria, Cyprus, Greece, 
Lithuania, Latvia, Malta and Romania are not included, as only one offer was obtained from their respective regulator, while in the 
FDVH�RI�WKH�&]HFK�5HSXEOLF��*UHHFH��+XQJDU\�DQG�6ORYDNLD��QRQH�RI�WKH�FDWHJRULHV�ZDV�LGHQWL¿DEOH�IURP�WKH�GRZQORDGHG�RIIHUV���
In the case of gas offers, the analysis of all four categories was completed for 13 European countries (Estonia, Poland, Finland, 
Lithuania, Latvia, Bulgaria, Greece, Croatia and Romania are not included, as only one offer was obtained from the respective 
15$�RU�±�LQ�WKH�FDVH�RI�3RODQG��IURP�WKH�VXSSOLHU¶V�ZHEVLWH�±�ZKLOH�LQ�WKH�FDVH�RI�$XVWULD��6ZHGHQ��6ORYHQLD�DQG�6ORYDNLD��QRQH�
RI�WKH�FDWHJRULHV�ZDV�LGHQWL¿DEOH�IURP�WKH�GRZQORDGHG�RIIHUV��

52 ‘Softer’ non-price elements (for example, a supplier’s brand name, location, type of ownership, whether foreign/home, private/
public etc.) also affect consumer choice. However, these cannot be analysed in detail, since the screening of price comparison 
tools reveals limited results with regard to the ‘psychological’ aspects of the choice and popularity of the offer.

53 For an exhaustive list of the price comparison sites, see Annex 7.
54� 'LUHFW�GHELW�UHIHUV�WR�D�PHWKRG�RI�SD\PHQW�ZKHUHE\�D�¿[HG�RU�YDULDEOH�DPRXQW�LV�WDNHQ�IURP�D�EDQN�DFFRXQW�HDFK�PRQWK��TXDUWHU�

or year. Standard paper billing includes payment of the bill for the energy consumed or, if using a prepayment meter, for a set 
amount.

55 This is either due to the fact that no price comparison tools exist or because only a regulated price was provided by NRAs.
56 The highest and lowest 10% percentiles were excluded.
57� 2IIHUV�GRZQORDGHG�IRU�6ZHGHQ�UHIHU�WR�D�YHU\�OLPLWHG�DUHD�RI�6ZHGHQ�±�WKH�*RWKHQEXUJ�DUHD�
58 See Section 2.3.1 on price competition.
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67 Table 1 presents the types of offer available and the number of suppliers providing them in each 
FDSLWDO�FLW\��3URGXFW�GLYHUVL¿FDWLRQ�YDULHV�DPRQJ�WKH�(XURSHDQ�FDSLWDOV��ZLWK�WKH�FDSLWDOV�RI�'HQPDUN���
France, Germany, Great Britain59��WKH�1HWKHUODQGV��6SDLQ�DQG�6ZHGHQ�H[KLELWLQJ�VHYHUDO�GLYHUVL¿HG�
products for electricity and/or gas consumers in addition to differently priced offers. 

59� 7KH�8QLWHG�.LQJGRP�LQ�WKH�FDVH�RI�JDV�RIIHUV�
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7DEOH����� (OHFWULFLW\��JDV�DQG�GXDO�IXHO�RIIHUV�DYDLODEOH� WR�KRXVHKROG�FRQVXPHUV� LQ�FDSLWDO�FLWLHV�±�
December 2013

Source: ACER Database (November-December 2013) and ACER calculations

Notes: The data refer to capital cities, except for the Swedish natural gas offers, where the data refer to a very limited area of Sweden 
with an existing natural gas network – the Gothenburg area. The number in bracket refers to the number of suppliers offering electric-
ity and/or gas of a certain type. Variable offers are not presented, as they tend to be offered as a default option. Fixed and spot-plus 
offers, however, exhibit signs of product differentiation from the supplier point of view. Only one electricity offer was obtained from the 
regulators of Bulgaria, Cyprus, Lithuania, Latvia, Malta and Romania. Although several electricity offers exist on the price comparison 
WRROV�RI�WKH�FDSLWDO�FLWLHV�RI�WKH�&]HFK�5HSXEOLF�DQG�6ORYDNLD��QRQH�RI�WKH�FDWHJRULHV�ZDV�LGHQWL¿DEOH�IURP�WKH�GRZQORDGHG�RIIHUV��)RU�
Estonia, data concerning the type of offers is limited. For the gas offers of the Austrian, Swedish, Slovakian and Slovenian sites, none 
RI�WKH�FDWHJRULHV�ZDV�LGHQWL¿DEOH��,Q�WKH�FDVH�RI�6ZHGHQ��WKH�QXPEHU�RI�HOHFWULFLW\�RIIHUV�LQFOXGHG�LQ�WKH�DQDO\VLV�UHÀHFW�WKH�RIIHUV�
of the most representative types on the price comparison tool offered by the Swedish suppliers, although the number of all offers is 
HVWLPDWHG�WR�EH�KLJKHU�WKDQ������7KH����JDV�RIIHUV�IURP�1RYHPEHU�'HFHPEHU������LQFOXGHG�LQ�WKH�$&(5�GDWDEDVH�ZHUH�FROOHFWHG�
through the suppliers’ websites; however, as of September 2014, 24 gas offers were available to consumers in the same area. The 
number of dual-fuel offers in Amsterdam and Madrid offered to electricity consumers is estimated to be similar to the number of dual-
fuel offers to gas consumers, i.e. higher than presented in the Table. For Athens, whilst four offers have been included in the analysis, 
WKHUH�DUH�¿YH�VXSSOLHUV�LQ�WRWDO��RIIHULQJ�VL[�RIIHUV�WR�HOHFWULFLW\�FRQVXPHUV��/R\DOW\�FDUGV�DQG�PDLQWHQDQFH�VHUYLFHV�DUH�FRPPRQ�LQ�
Madrid; however, offers containing these services do not appear in the Table, as they are usually offered against a fee. For Malta, 
Northern Ireland, Cyprus and Norway, information on gas offers was not collected. In Belgium, the United Kingdom and in Italy, dual-
fuel offers to gas consumers labelled as green offer only green electricity. The numbers are highlighted in red for visibility. Dual-fuel 
offers do not appear in the price comparison tool included in this analysis; hence the number of dual-fuel offers shown is 0. According 
to E-Control, however, dual-fuel offers are offered by at least two suppliers. 

Electricity Gas

Country 
Number 
of offers 

(suppliers)

Fixed offers 
(number of 
suppliers)

Spot-based 
offers 

(number of 
suppliers)

Dual fuel 
offers 

(number of 
suppliers)

Green offers 
(number of 
suppliers) 

Free products 
or services 
(number of 
suppliers)

Number 
of offers 

(suppliers)

Fixed offers 
(number of 
suppliers)

Dual fuel 
offers 

(number of 
suppliers)

Green offers 
(number of 
suppliers) 

Free products 
or services 
(number of 
suppliers)

AT 40 (25) 5(5) 0 0 23 (16) 5 (4) 15 (11) 0 0 0 0
BE 16 (6) 13 (5) 0 0 9 (4) 0 12 (5) 5 (2) 12 (5) 0 0
BG 1 (1) 0 0 0 0 0 1 (1) 1 (1) 0 0 0
HR 7 (5) 3 (1) 0 0 0 0 1 (1) 1 (1) 0 0 0
CY 1 (1) 0 0 0 0 0 0 0 0 0 0
CZ 61 (32) 4 (3) 0 0 0 0 24 (18) 9 (8) 2 (2) 0 0
DK 124 (23) 61 (17) 6 (4) 0 34 (9) 25 (23) 42 (10) 29 (10) 13 (9) 0 0
EE 14 (7) 0 0 0 4 (2) 0 1 (1) 0 1 (1) 0 0
FI 204 (43) 110 (35) 16 (14) 0 63 (20) 5 (2) 1 (1) 0 0 0 0
FR 29 (11) 10 (5) 0 7 (2) 10 (9) 1 (1) 19 (7) 13 (5) 0 0 1 (1)
DE 376 (146) 264 (103) 0 0 201 (107) 0 278 (97) 215 (91) 0 43 (15) 0
UK 59 (22) 32 (13) 0 39 (15) 8 (6) 15 (6) 88 (21) 48 (18) 61 (18) 0 29 (7)
GR 4 (4) 1 (1) 0 0 0 0 1 (1) 0 0 0 0
HU 4 (4) 4 (4) 0 0 0 0 4 (4) 2 (2) 0 0 0
IE 10 (3) 3 (1) 0 0 0 1 (1) 19 (4) 1 (1) 12 (3) 0 0
IT 30 (12) 23 (9) 0 1 (1) 6 (5) 6 (4) 27 (9) 22 (8) 5 (2) 0 1 (1)
LV 1 (1) 0 0 0 0 0 1 (1) 0 0 0 0
LT 1 (1) 0 0 0 0 0 1 (1) 1 (1) 1 (1) 0 0
LU 16 (5) 2 (1) 0 0 16 (5) 0 6 (3) 0 0 4 (2) 0
MT 1 (1) 0 0 0 0 0 0 0 0 0 0
NL 71 (25) 41 (13) 0 0 50 (20) 0 165 (22) 106 (20) 107 (22) 40 (9) 0
NI 22 (4) 12 (1) 0 0 0 0 0 0 0 0 0
NO 100 (35) 30 (22) 30 (21) 0 0 0 0 0 0 0 0
PL 77 (21) 29 (5) 0 0 0 1 (1) 1 (1) 0 0 0 0
PT 17 (5) 2(2) 0 6 (2) 1 (1) 7(1) 15 (4) 3 (2) 6 (2) 0 5 (1)
RO 1 (1) 0 0 0 0 0 1 (1) 0 0 0 0
SK 19 (19) 0 0 0 0 0 20 (13) 0 0 0 0
SI 36 (7) 22 (6) 0 0 5 (4) 5 (3) 27 (14) 0 0 0 0
ES 32 (19) 2 (1) 0 0 15 (7) 0 90 (6) 1(1) 45 (6) 0 7 (3)
SE 368 (91) 211(78) 89 (66) 0 206 (65) 0 16 (6) 0 0 0 0
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2.2.3.1 Type of energy pricing as a differentiating element 

68 2QH�RI�WKH�NH\��DQG�WKH�PRVW�FRQVLVWHQWO\�YLVLEOH��DVSHFWV�RI�RIIHU�GLYHUVL¿FDWLRQ�IURP�WKH�SULFH�FRP-
SDULVRQ�WRROV�DFURVV�(XURSH�LV�WKH�W\SH�RI�SULFLQJ�RI�WKH�FRPPRGLW\��L�H��¿[HG��VSRW�EDVHG��YDULDEOH�
or regulated) in an analysed offer, hereinafter the ‘type of energy pricing’60.

)LJXUH������ 7\SH�RI�HQHUJ\�SULFLQJ�RI�HOHFWULFLW\�RQO\�RIIHUV� LQ�FDSLWDO�FLWLHV�DV�SHUFHQWDJH�RI�DOO�RIIHUV�±�
November-December 2013

 

Source: ACER Database (November-December 2013) and ACER calculations

Notes: The number next to the country code refers to the number of offers in the database. The above chart includes offers whose 
type of energy pricing could not be determined due to a lack of information on the price comparison tools (the capital cities of Slovakia, 
the Czech Republic, Estonia, Greece, Poland, Sweden and Slovenia). In Sweden, these types of offer relates to offers of suppliers of 
last resort, which are estimated to be mostly variable. The capital cities of Bulgaria, Cyprus, Hungary, Latvia, Lithuania, Malta and Ro-
mania show regulated prices only. The offer relating to the regulated price in Paris is variable. In Lisbon, some offers can be updated 
DFFRUGLQJ�WR�WKH�FKDQJHG�QHWZRUN�FKDUJHV�RU�DFFRUGLQJ�WR�WKH�FRQVXPHU�SULFH�LQGH[��,Q�$WKHQV��WKH�LQFXPEHQW�RIIHU�LV�¿[HG��ZKHUHDV�
alternative suppliers include pool marginal price indexation, displaying variable offers therefore. One supplier offers a ‘package’ price 
L�H��D�¿[HG�SULFH�IRU�FRQVXPSWLRQ�XS�WR�D�FHUWDLQ�OHYHO��

69 Fixed-price electricity offers prevail in Europe. In total, there are 851 electricity-only offers with a 
¿[HG�SULFH�FRQWUDFW�DQG�����YDULDEOH�SULFH�RIIHUV�� LQFOXGLQJ�VSRW�EDVHG�RIIHUV��)L[HG�SULFHG�RIIHUV�
are the most frequently listed on the price comparison tools for the capital cities of Portugal, Belgium, 
Italy, Hungary61 and Germany62.

60� )L[HG�RIIHUV�DUH�RIIHUV�WKDW�SURYLGH�D�¿[HG�SULFH�RI�D�FRPPRGLW\�IRU�D�GH¿QLWH�SHULRG�RI�WLPH��UHJDUGOHVV�RI�FKDQJHV�LQ�WKH�PDUNHW�
SULFH��3ULFH�FRPSDULVRQ� WRROV� WHQG� WR�VKRZ�RIIHUV�DV�¿[HG� IRU�D�SHULRG� ORQJHU� WKDQ����PRQWKV� �WKH�1RUGLF�HOHFWULFLW\�PDUNHW�
VRPHWLPHV�OLVWV�RIIHUV�DV�¿[HG��HYHQ�LI�WKH�SHULRG�LV�VL[�PRQWKV�RQO\���9DULDEOH�RIIHUV�DUH�EDVHG�RQ�D�FRPPRGLW\�SULFH�WKDW�YDULHV�
according to the market price for that commodity. In electricity, there exists a sub-type of variable-priced offers which is called 
‘spot-based’ (or sometimes ‘spot-plus’). This sub-type of variable offers, which seems to appear only in the Nordic electricity 
market, is shown separately in our analysis as ‘spot-based offers’. The price of a spot-based offer is composed of the wholesale 
price of electricity plus a supplier margin.

61 Only 4 offers are included in the tool for Hungary.
62� $OWKRXJK� WKH� QXPEHU� RI� ¿[HG� RIIHUV� LV� KLJK� LQ� *HUPDQ\�� LQ� UHDOLW\� WKH� UHFHQWO\� LQFUHDVLQJ� FKDUJHV� �IRU� H[DPSOH�� WKH� 5(6�

charge) are considered to be a unilaterally introduced change in the contractual arrangement by the supplier on the basis 
of which the consumer may terminate the contract. The legal basis for this is Section 41(3) of the Energy Industry Act:  
http://www.gesetze-im-internet.de/enwg_2005/__41.html.
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70 Variable-price offers prevail in the capital cities of Croatia, Ireland, Luxembourg, Norway and Spain. 
Spot-based offers appear only in the capital cities of the Nordic countries63. In Norway, approximately 
one third of all offers in the capital city are spot-based offers, and more than half of the customers 
in Norway have an electricity contract that follows the spot price directly. On 1 January 2013, there 
ZHUH�����FXVWRPHUV�LQ�WKH�2VOR�DUHD�ZLWK�DQ�LQFXPEHQW�¿[HG�SULFH�FRQWUDFW��ZKLOVW�PRUH�WKDQ��������
customers took the incumbent spot-based offer. 

)LJXUH����� 7\SH�RI�HQHUJ\�SULFLQJ�RI�JDV�RQO\�RIIHUV�LQ�FDSLWDO�FLWLHV�±�1RYHPEHU±'HFHPEHU�����

 

Source: ACER Database (November-December 2013) and ACER calculations

Notes: The number next to the country code refers to the number of offers in the database. In Austria, Luxembourg, Slovakia, Slove-
nia, Spain and Sweden, the type of offer could not be determined from the price comparison tool, while this is partly true for the offers 
in Ireland and the Czech Republic. For Sweden, the distribution of 24 offers per type of energy pricing as of September 2014 shows 
WKH�IROORZLQJ�JDV�RIIHU�W\SHV������¿[HG������YDULDEOH�DQG�����XQNQRZQ��7KH�VDPH�GLVWULEXWLRQ�LV�DVVHVVHG�WR�KDYH�DSSOLHG�LQ�������
One offer of an unknown type of pricing each relates to the regulated price in France, Greece and in Romania was obtained from the 
regulator. In Lisbon, one offer of an unknown type is a transitory price, which may vary quarterly. In the case of Belgium, Estonia and 
Lithuania, all offers obtained are gas dual-fuel offers (*). 

71 6LPLODUO\�WR�HOHFWULFLW\�RIIHUV��JDV�RIIHUV�WHQG�WR�EH�RI�D�¿[HG�SULFH�FKDUDFWHU64. Of the 468 gas-only 
RIIHUV������ZHUH�¿[HG�SULFH�FRQWUDFWV�DQG�����ZHUH�YDULDEOH�SULFH�FRQWUDFWV��7DNLQJ�LQWR�DFFRXQW�RQO\�
WKRVH�FDSLWDO�FLWLHV�IRU�ZKLFK�PRUH�WKDQ�RQH�JDV�RIIHU�ZDV�REWDLQHG��¿[HG�JDV�RQO\�FRQWUDFWV�VHHP�
to prevail in the capital cities of Denmark, France, Germany, Italy and the Netherlands. In Brussels, 
'XEOLQ�DQG�/RQGRQ��PRUH�YDULDEOH��WKDQ�¿[HG�SULFH�FRQWUDFWV�DUH�RIIHUHG�WR�JDV�FRQVXPHUV�

63 The reasons for this could be related to earlier liberalisation, a liquid day-ahead market and consumer trust in wholesale price 
formation.

64 Relates only to offers from the price comparison tools where the type of energy pricing of offers is available. It does not include 
regulated prices.
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2.2.3.2 Other elements of offer diversification

72 Among the most frequently displayed differentiators of offers in price comparison tools are: (a) green 
sources of energy; (b) additional free services offered to consumers; and (c) the option to choose a 
dual-fuel offer.

a) Green sources of energy

73 The percentage of offers labelled as ‘green offers’65�DFURVV�WKH�(8�LV�KLJK��

74 In a majority of capital cities where price comparison tools exist, electricity consumers can choose at 
least one green offer66. In the capital cities of Austria, Belgium, Germany, Luxembourg, the Nether-
lands and Sweden, more than half of the electricity offers are green (see Table 1). In Luxembourg, all 
electricity offers are 100% sourced from green electricity production and four out of six gas offers are 
green, which is the highest percentage of all European countries with green gas offers. 

75 Gas green offers are available in only three out of 17 countries where price comparison tools exist. In 
addition to Luxembourg, green gas offers are available only in Berlin and Amsterdam. Less than 1% 
RI�JDV�LQ�WKH�(8�LV�SURGXFHG�IURP�ODQG¿OOV��VR�JUHHQ�JDV�RIIHUV�FDQQRW�EH�DV�FRPPRQ�DV�LQ�HOHFWULFLW\��
In Brussels, Rome and in London, gas dual-fuel offers are labelled as green; however, they offer only 
green electricity, not gas.

b) Additional free services offered to consumers

76 A large majority of offers provided through the price comparison tools of the different countries are 
commodity-only offers, either single- or dual-fuel. In several countries, however, in addition to the 
commodity, information exists on suppliers offering additional free tangible and intangible services 
WKDW�DUH�VXEVWDQWLDO�HQRXJK�WR�DWWUDFW�FRQVXPHUV�WR�D�VSHFL¿F�RIIHU��6XFK�VHUYLFHV�W\SLFDOO\�LQFOXGH��

�� Electricity or gas offers with free intangible ‘teasers’ (i.e. supermarket points or similar, air miles, 
gifts in kind); and 

�� Electricity or gas offers with free tangible services such as insurance, boiler maintenance, home 
insulation, etc. 

77 In the capital cities of Portugal, Denmark, Great Britain and Italy, more than 20% of all electricity 
offers include additional services, while in Vienna and Ljubljana offers with complimentary services 
represent more than 10% of all offers. The additional free services appear to be offered as teasers 
for consumers, in most countries, however, the offered price of energy through contracts including 
free services tends to be higher than the average price of energy offered through offers without free 
additional services67. 

65� $OWKRXJK�VHYHUDO�LQWHUSUHWDWLRQV�H[LVW�DV�WR�WKH�SHUFHQWDJH�RI�HQHUJ\�VRXUFHG�IURP�UHQHZDEOH�UHVRXUFHV��DQ�RIIHU�LV�GH¿QHG�DV�
µJUHHQ¶�LI������RI�WKH�HOHFWULFLW\�SURGXFWLRQ�FRPHV�IURP�JUHHQ�VRXUFHV�RU�±�LQ�WKH�DEVHQFH�RI�LQIRUPDWLRQ�RQ�WKH�SHUFHQWDJH�RI�
HOHFWULFLW\�SURGXFWLRQ�IURP�JUHHQ�VRXUFHV�±�LI�LW�LV�ODEHOOHG�DV�VXFK�E\�WKH�SULFH�FRPSDULVRQ�WRRO��$JDLQVW�H[SHFWDWLRQV��WKHUH�LV�
QR�VLJQL¿FDQW�FRUUHODWLRQ�ZLWK�WKH�JUHHQ�RIIHU�DQG�WKH�VR�FDOOHG�JUHHQ�HQHUJ\�SULFH�SUHPLXP�FKDUJHG�IRU�JUHHQ�RIIHUV��*UHHQ�
HOHFWULFLW\�RIIHUV�DUH�VLJQL¿FDQWO\�GLIIHUHQW�RQO\�LQ�%UXVVHOV��ZKLOH�LQ�RWKHU�FDSLWDO�FLWLHV�ZKHUH�VXFK�DQ�DQDO\VLV�FRXOG�EH�SHUIRUPHG��
they not only appear to be only slightly more expensive than the non-green offers (Copenhagen, Paris, Rome, Ljubljana), but 
even cheaper (Berlin). For more details, see Section 2.3.2 on non-price competition.

66 Due to the limited information available for countries with regulated prices, and in some cases due to a lack of information on 
price comparison tools, it is impossible to draw conclusions on the number of green offers available in countries where RES 
charges are particularly high, such as Bulgaria, the Czech Republic, Greece, Portugal and others.

67 Therefore, it could be claimed that the ‘free’ additional services were not free. Based on ACER database of offers.
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78 The type of free additional services offered to electricity consumers varies. In the capital cities of 
Great Britain, Ireland, Italy and Slovenia, additional supermarket loyalty-card points are granted to 
new customers. In Madrid, loyalty points are common, and maintenance is guaranteed to consum-
ers on some offers, but at additional cost, while in Vienna and Copenhagen, free services include 
GLVFRXQWV�RQ�VSHFL¿F�SURGXFWV�RU�VHUYLFHV�IRU�QHZ�FRQVXPHUV��,Q�+HOVLQNL��VHYHUDO�RIIHUV�SURYLGH�D�
chance to win a product of a high monetary value. In Lisbon, additional free services relate to dis-
counts offered to consumers shopping at selected retailers.

79 Compared to the electricity offers, gas offers less frequently include free additional services. In Lon-
don, 29 out of 88 gas offers include free additional services such as supermarket loyalty cards, gift 
vouchers, charity donations and interest rewards on credit balances. In Madrid, 7 out of 90 gas offers 
include repair services, while various discounts are offered to consumers in Lisbon. One gas offer in 
Rome includes reward points as an additional free product to gas.

c) Dual-fuel offers�� 

80 Dual-fuel offers prevail in countries with a traditionally higher consumption of gas69. In London, more 
than 50% of all offers available to electricity and gas consumers are dual-fuel offers. In the capital cit-
ies of the Netherlands, Spain and Ireland, almost half70 of all offers on the market are dual-fuel offers. 
In Brussels, all offers for the supply of gas are dual-fuel offers. 

81 Gas dual-fuel offers are lower in price than single-fuel offers. While in London, for example, a dual-
fuel offer for gas is on average 6% cheaper than the single gas offer, this is not the case for electricity 
dual-fuel offers, which seem to be slightly more expensive than single electricity offers in London. For 
further details on the price differences of single- vs. dual-fuel offers, see Section 2.3.2 on non-price 
elements. 

68� 'XDO�IXHO�RIIHUV� LQFOXGH�RIIHUV� IRU� WKH�VXSSO\�RI�HOHFWULFLW\�DQG�JDV�RI�D�VSHFL¿F�SUR¿OH��$�GXDO�IXHO�RIIHU�PD\�EH�RIIHUHG� WR�D�
consumer of electricity for electricity and gas (an electricity dual-fuel offer), or to a gas consumer for the supply of gas and 
electricity (a gas dual-fuel offer).

69 The information is based on offers from price comparison tools which may sometimes not show dual-fuel offers.
70 In the Netherlands and Spain, the number of dual-fuel offers to electricity consumers is estimated to be higher than captured 

in the analysis shown. In the Netherlands, in particular, approximately 80% of all households are supplied through dual-fuel 
FRQWUDFWV��$OWKRXJK�GXDO�IXHO�RIIHUV�GR�QRW�DSSHDU�LQ�WKH�$XVWULDQ�SULFH�FRPSDULVRQ�WRRO�±�DFFRUGLQJ�WR�(�&RQWURO�±�DW�OHDVW�WZR�
suppliers offer them in Austria. 
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Figure 15:  Share of dual-fuel offers in the total number of offers for a selection of countries where dual-
IXHO�RIIHUV�H[LVW�±���������

Source: ACER Database (November-December 2013) and ACER calculations

Notes: The number of dual-fuel offers in the Netherlands and Spain offered to electricity consumers is estimated to be similar to the 
number of dual-fuel offers to gas consumers, i.e. higher than captured in the analysis. 

82 The commodity price in an offer is only one element determining price. Other elements also tend to 
be widely apparent across the European price comparison tools. When it comes to displaying the 
differentiating elements of an offer that is designed to attract consumers to buy the commodity from 
D�VSHFL¿F�VXSSOLHU��WKHUH�VHHPV�WR�EH�D��PRUH�µRIIHU�GLYHUVL¿FDWLRQ¶�IRU�HOHFWULFLW\�FRQVXPHUV�DQG�E��D�
GLIIHUHQFH�LQ�WKH�OHYHO�RI�WKLV�GLYHUVL¿FDWLRQ�IRU�VRPH�FRXQWULHV�FRPSDUHG�WR�RWKHUV��$�ODUJH�PDMRULW\�RI�
FDSLWDO�FLWLHV�LQFOXGLQJ�WKH�FDSLWDOV�RI�WKH�1HWKHUODQGV��WKH�8.��'HQPDUN��,WDO\�DQG�6SDLQ�FDQ�RYHUDOO�
FODLP�WR�SURYLGH�PRUH�GLYHUVL¿HG�RIIHUV�WR�FRQVXPHUV�ZLWK�UHJDUG�WR�GLIIHUHQW�W\SHV�RI�HQHUJ\�SULFLQJ��
type of fuel, source of energy or additional services. The capital cities of Ireland, France, Germany 
and Norway also show some diversity in terms of the price elements of offers that are not exclusively 
price related. In other markets, the diversity of offers is either limited, non-existent or cannot be as-
sessed. The impact of consumer choice data on consumer switching and competition is assessed in 
what follows. 
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2.3 The level of competition in retail electricity and gas markets 

83 7KLV�VHFWLRQ�SURYLGHV�D�UHYLHZ�RI�WKH�OHYHO�RI�UHWDLO�FRPSHWLWLRQ�DFURVV�(XURSH��,W�¿UVW�DVVHVVHV�VXS-
ply side competition levels by analysing both price and non-price competition factors, and then turns 
to the demand side to evaluate consumer switching behaviour. The analysis aims to evaluate the 
impact of competition levels on retail price formation, and particularly why the energy component of 
WKH�¿QDO�FRQVXPHU�SULFH�VWLOO�YDULHV�VLJQL¿FDQWO\�IURP�FRXQWU\�WR�FRXQWU\��

84 To address these questions, the section explores the evolution of a range of market competition in-
dicators between 2008 and 2013. The indicators assessed are: market concentration levels, market 
entry/exit levels, mark-ups, the relationship between wholesale and retail energy component prices, 
price dispersion, switching activity and consumer experiences. The interrelations of these indicators 
are also analysed. 

85 The reasoning behind the selection of these indicators is that the higher the number of competing 
suppliers in a market (assessed from concentration and market entry indicators), the smaller retail 
margins should be (mark-up indicators). In the presence of competitive and liquid wholesale markets 
±�DQG�DVVXPLQJ�QR�EDUULHUV�WR�HQWHULQJ�PDUNHWV�±�UHWDLO�SULFHV�DUH�H[SHFWHG�WR�KDYH�D�FORVHU�UHOD-
tionship with wholesale market prices (assessed through the evolution of wholesale and retail price 
indicators). Price dispersion levels may provide a measure of the level of price competition among 
suppliers and on the maturity of the market. Additionally, switching rate indicators will serve to indi-
cate which competitive phase a market is in and how consumers respond to competition71. 

2.3.1 Market structure

86 Different types of competition may arise as a result of different market structures. This sub-section 
considers some of the issues related to the structure of electricity and gas retail markets by looking 
at how concentrated markets are at national level, entry and exit activity and at the degree of market 
consolidation at the European level. 

Market concentration

87 The level of concentration is an important indicator of a market structure. In general, a high number 
of suppliers and low market concentration indices are seen as indicators of competitive markets. 
Figure 16 illustrates the level of concentration of European retail markets at the national level72 in 
2013, expressed both as the sum of the market shares of the four largest suppliers in a market (i.e. 
WKH�&5���DQG�XVLQJ�WKH�+HU¿QGDKO±+LUVFKPDQ�,QGH[73 (HHI). CR4 and HHI are the most commonly 
used measures of market concentration. 

71 Higher values of entry and switching suggest a more competitive market phase; meanwhile more stabilised values may indicate 
that the competition is stable or that entry and that competition barriers may exist.

72 The multiple numbers of suppliers reported in this section at national level may disguise the fact that at the regional or at 
distribution level in an MS, consumers may have more, but also a very limited number of, suppliers to choose from, or in some 
FDVHV�KDYH�QR�FKRLFH�DW�DOO��+RZHYHU��IRU�WKH�SXUSRVH�RI�WKLV�UHSRUW�LW�LV�QRW�QHFHVVDU\�WR�GH¿QH�WKH�UHOHYDQW�JHRJUDSKLFDO�DQG�
product market.

73� 7KH�++,�LV�FDOFXODWHG�E\�DGGLQJ�WKH�VXP�RI�WKH�VTXDUHV�RI�WKH�PDUNHW�VKDUHV�RI�WKH�¿UPV�LQ�D�SDUWLFXODU�PDUNHW��7KH�++,�FDQ�
range from 0 to 10,000, where 0 indicates very low concentration and 10,000 indicates the presence of a complete monopoly. 
Horizontal red lines show HHI of 1,000 and 2,000 as per the European Commission’s guidelines; a market can be regarded as 
concentrated if its HHI is above the 1,000 level, and highly concentrated if it is above 2,000.
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)LJXUH������ 0DUNHW�FRQFHQWUDWLRQ�LQ�UHWDLO�HOHFWULFLW\�DQG�JDV�PDUNHWV�±���������DQG�++,��

Source: Datamonitor’s data (2014) and ACER calculations

Note: According to the Dutch regulator ACM, CR4 data for the Netherlands is different: i.e. electricity: 85.8%, gas: 83.8%.

88 7KH�¿JXUH�FOHDUO\� VKRZV� WKH�SHUVLVWHQFH�RI� YHU\�KLJK�FRQFHQWUDWLRQ� LQGLFHV�DW� WKH�QDWLRQDO� OHYHO��
The cumulative market shares of the four largest suppliers are more than 75%, and HHI is above 
the 2,000 level in many countries. The high level of concentration indicates that retail competition in 
many countries is still not well developed, a factor often used by national authorities to justify retail 
price regulation. 

Entry and exit activity 

89 Figure 17 shows the entry and exit activity and the number of nationwide electricity and gas suppliers 
in the various countries at the end of 2013, and therefore provides further insight into the structure 
of the market. 
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)LJXUH������ (QWU\�H[LW�DFWLYLW\�LQ�WKH�KRXVHKROG�UHWDLO�PDUNHW����\HDU�DYHUDJH�±�����±������DQG�QXPEHU�RI�
nationwide household suppliers in 2013 (% and number of suppliers)

Source: CEER National Indicators Database (2014)

Notes: Darker shades of blue and yellow bars indicate that the number of active nationwide suppliers is decreasing. To make the graph 
clearer, the right-hand scale (number of nationwide suppliers) is limited to 50.

90 Entry and exit activity has been assessed as the percentage of net new suppliers in the market in a 
given year in comparison with the total number of existing suppliers. For each year, absolute values74 
KDYH�EHHQ�XVHG�WR�FDOFXODWH�WKH�LQGLFDWRU�RQ�D�¿YH�\HDU�DYHUDJH�EDVLV�

91 7KH�GDWD�VKRZ�WKDW�RYHU�WKH�ODVW�IHZ�\HDUV��VHYHUDO�FRXQWULHV�UHJLVWHUHG�VLJQL¿FDQW�HQWU\�H[LW�DFWLY-
ity into household markets (e.g. Slovakia, Germany, Hungary, Estonia and Greece in the electricity 
household market, and Slovakia, Slovenia, Belgium and the Czech Republic in the gas household 
market). In a number of MSs (e.g. Bulgaria, Cyprus, Estonia and Malta in the electricity household 
market, and Poland, Luxembourg, Lithuania, Latvia and Greece in the gas household market), no 
VLJQL¿FDQW�HQWU\�RFFXUUHG��7KH�H[LVWHQFH�RI�SULFH�UHJXODWLRQ�VHHPV�WR�EH�D�FDXVH�RI�ORZHU�PDUNHW�
entry and may be exacerbating rather than facilitating competition.

92 The entry and exit activity in the Greek electricity market appears very high, but this is mainly due to 
the fact that the number of suppliers halved in 2012 (from 12 to 6) due to the market suspension of 
four retail electricity suppliers for incurring overdue debts to the system and market operators, and 
the withdrawal of two suppliers from the retail market. 

93 Sweden and Denmark have the most nationwide electricity suppliers (97 and 49 respectively), while 
Germany and the Czech Republic have the most nationwide gas suppliers (129 and 66 respectively). 

74 Absolute values were used to avoid the smoothing (netting) effect that the use of the net entry variable could create. For 
example, if in one country the increase in the number of suppliers in two years was 50% a year and the decrease in the number 
of suppliers in the two following years was 50% a year, then the average change over a 4-year period would be 0%, which is 
DQ�LQFRUUHFW�HVWLPDWH��$YHUDJLQJ�DEVROXWH�YDULDWLRQV�UHÀHFWV�WKH�HQWU\�H[LW�G\QDPLFV�RI�WKH�PDUNHW�PXFK�PRUH�FORVHO\��LQ�WKLV�
particular case, the average would be 50%). To highlight which countries saw their number of suppliers decrease in 2013, such 
countries are coloured in a darker shade of the same colour.
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Case Study 1: The Swedish retail market with four bidding zones

On 1 November 2011, the Swedish electricity market was subdivided into four bidding zones as the 
result of an assessment by the European Commission, which had raised competition concerns . Be-
fore the change, there was a discussion on whether or not this would affect the number of suppliers 
and thereby competition in the Swedish retail market75.

Number of suppliers in the Swedish retail market

Before the introduction of bidding zones in Sweden, there were 120 active suppliers. Figure i shows 
that this number has not changed since the division of the Swedish wholesale market into four zones, 
with approximately the same number of suppliers reporting prices and contracts at least once on the 
price comparison tool ‘Elpriskollen.se’. 

It is worth mentioning that several of the small suppliers have a relatively small number of customers 
concentrated in their own distribution network. The Swedish NRA, Ei, estimates that several of these 
suppliers have a very large market share within their network.

)LJXUH�L��1XPEHU�RI�VXSSOLHUV�SHU�ELGGLQJ�DUHD�±�1RYHPEHU�����±�����

 

Source: Elpriskollen.se, a consumer website operated by Ei (2014)

Since November 2011, compared to the other three zones, zone SE4 (i.e. South Sweden) had relatively fewer suppliers 
�DURXQG������$PRQJ�WKHP��HYHQ�IHZHU��DSSUR[LPDWHO\�����RI�DOO�VXSSOLHUV��RIIHU�¿[HG�SULFH�DQQXDO�FRQWUDFWV�FRPSDUHG�WR�VXS-
SOLHUV�LQ�WKH�RWKHU�WKUHH�]RQHV��DSSUR[LPDWHO\����������VHH�)LJXUH�LL���8QOLNH�¿[HG�FRQWUDFWV��WKH�QXPEHU�RI�VXSSOLHUV�RIIHULQJ�
spot-based contracts is fairly evenly distributed between the four bidding areas.

75 Case No COMP/M.39351 (14.04.2010). See: http://ec.europa.eu/competition/elojade/isef/case_details.cfm?proc_
code=1_39351.
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)LJXUH�LL��1XPEHU�RI�VXSSOLHUV�RIIHULQJ�¿[HG���\HDU�FRQWUDFWV�±�1RYHPEHU�����±�����

 

Source: Elpriskollen.se, a consumer website operated by Ei (2014)

7KH�NH\�UHDVRQ�IRU�IHZHU�VXSSOLHUV�EHLQJ�DFWLYH�LQ�ELGGLQJ�]RQH�6(��DQG�IRU�WKHP�RIIHULQJ�IHZHU�¿[HG�
contracts is that this zone is associated with greater hedging risk. The zonal prices that are charged 
WR�FRQVXPHUV�LQ�¿[HG�SULFH�FRQWUDFWV�PD\�GHYLDWH�IURP�WKH�V\VWHP�SULFH�LQ�WKH�1RUGLF�0DUNHW�DQG�
VXSSOLHUV�QRUPDOO\�QHHG�WR�KHGJH�WKHVH�ULVNV�LQ�WKH�¿QDQFLDO�PDUNHW��7KH�FRVWV�RI�KHGJLQJ�DUH�UHOD-
tively higher in zone SE4 compared to other bidding areas due to congestion between SE4 and the 
neighbouring areas. 

To further assess competition, for the years since 2010, a year before the market reform, Ei calculat-
ed the average margins for the four most common contracts. Electricity supply margins, or mark-ups 
DV�WKH\�VRPHWLPHV�DUH�FDOOHG��DUH�GH¿QHG�DV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VXSSOLHU¶V�VDOH�SULFHV�DQG�
SXUFKDVH�SULFHV�±�WKH�DSSOLHG�PHWKRGRORJ\�LV�PRUH�GHWDLOHG�FRPSDUHG�WR�WKH�PHWKRGRORJ\�DSSOLHG�
in section 2.3.2. The remaining margin should cover the costs of administration, marketing and cus-
WRPHU�VHUYLFH��7KH�SUR¿W�LV�DOVR�LQFOXGHG�LQ�WKH�HOHFWULF�VXSSO\�PDUJLQ76. 

7KH�DYHUDJH�PDUJLQV��ZLWK�DQ�DQQXDO�FRQVXPSWLRQ�RI��������N:K��RQ�RQH�\HDU�¿[HG�SULFH�FRQWUDFWV�
shown in Figure iii increased from 0.05 SEK/kWh to 0.07 SEK/kWh just after the reform was imple-
mented. However, a gradual decrease towards pre-reform levels has occurred since the peak values 
of 2012.

76� 7KH�PDUJLQV�RQ�¿[HG�SULFH�FRQWUDFWV�DUH�FDOFXODWHG�ZLWK�SULFHV�FROOHFWHG�IURP�(OSULVNROOHQ�VH��)URP�WKLV�SULFH��(L�GHGXFWHG�
WKH�FDOFXODWHG�FRVW�RI�SXUFKDVH�RI�HOHFWULFLW\�IXWXUHV��V\VWHP�SULFH���UHOHYDQW�(3$'�FRQWUDFW���WD[��FHUWL¿FDWHV��PRQWKO\�
SUR¿OH��GDLO\�SUR¿OH��KRXUO\�SUR¿OH��SRZHU� UHVHUYH� IHH��EDODQFH�SRZHU� IHH��JULG� IHH��¿QDQFLQJ�FRVWV�� WUDGH�FRVWV�DQG�
volume risk. To estimate the margins on spot-based contracts, comparative prices from Elpriskollen.se were deducted 
ZLWK�WKH�UHFRQFLOLDWLRQ�SULFH�LQ�WKH�VSHFL¿HG�ELGGLQJ�DUHD��HOHFWULFLW\�WD[��5(&V�FRVW��SRZHU�UHVHUYH�IHH��EDODQFH�SRZHU�
IHH��EDVLF�FKDUJH�DQG�¿QDQFLQJ�FRVW�

90

80

60

70

30

50

40

02/2012 05/2012 08/2012 11/2012 02/2013 05/2013 08/2013 11/201311/2011

SE 1
SE 2

SE3
SE4

Nu
mb

er
 of

 su
pp

lie
rs



53

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

)LJXUH�LLL��$YHUDJH�PDUJLQV�RQ�¿[HG���\HDU�FRQWUDFWV�±�-DQXDU\������±�1RYHPEHU�����

 

Source: Elpriskollen.se, a consumer website operated by Ei (2014)

7KH�DYHUDJH�PDUJLQV�RQ�VSRW�EDVHG�FRQWUDFWV�VKRZQ�LQ�¿JXUH�Y�LQFUHDVHG�VOLJKWO\�IURP������6(.�
kWh to 0.05 SEK/kWh. As with other types of contracts, a tendency towards stabilisation and de-
creasing margins can be observed from 2012 onwards, although with another peak in late 2013.

)LJXUH�LY��$YHUDJH�PDUJLQV�RQ�VSRW�EDVHG�FRQWUDFWV�±�-DQXDU\������±�1RYHPEHU�����

 

Source: Elpriskollen.se, a consumer website operated by Ei (2014)
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Minor differences in margins between suppliers in different bidding areas

A caveat regarding the assessment is the limited data available prior to the introduction of the bidding 
zones, which was decided on May 24 2010. For the one-year contracts signed from October 2010, 
WKH�PDUNHW�ZDV�DOUHDG\�LQIRUPHG�WKDW�WKH�UHIRUP�ZRXOG�VWDUW�LQ�1RYHPEHU������DQG�WKDW�¿[HG�SULFH�
contracts would be affected by the new bidding areas. 

In conclusion, there is no clear evidence that retail competition in Sweden decreased following the 
introduction of bidding zones in 2011. Both the number of retailers and the margins are roughly the 
same as prior to the reform. Furthermore, all retailers that Ei interviewed emphasised that the reform 
had not hampered retail competition.

Market consolidation on European level77 

94 Energy market liberalisation initially led to a high level of mergers and acquisitions in the European 
electricity and gas markets. DG Competition’s information on merger cases in electricity and gas 
markets78 shows that these have involved companies in the same market (i.e. electricity/gas compa-
nies merging or acquiring other electricity/gas companies), but also companies in different markets 
(i.e. electricity companies merging with gas companies) and companies that are present at a different 
level of the supply chain (i.e. electricity/gas producers and suppliers).

95 This process has led to the emergence of ‘major European suppliers’ that are active in both electricity 
and gas markets (even if this may not always be the case for all countries in which they operate) and 
which have captured a considerable share of the overall European gas and/or electricity markets. 

96 Figure 18 below shows the market shares of the largest European electricity/gas suppliers at the end 
of 2013 calculated by the volume of retail electricity and gas sales. The four largest electricity sup-
pliers (EDF, ENEL/Endesa, E.ON and RWE) accounted for about 35% of all volumes of electricity 
VROG�LQ�(8��,Q�JDV��WKH�IRXU�ODUJHVW�VXSSOLHUV��*')�6XH]��(�21��(1,�DQG�5:(��KDYH�D�PDUNHW�VKDUH�
of 31%. 

77 The scope of this sub-section is not to provide a detailed analysis of the effect of market consolidation on retail electricity and 
gas markets, but to point out the developments and the ‘state of play’ in 2013.

78 See: http://ec.europa.eu/competition/elojade/isef/index.cfm.
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Figure 18  European share of the major electricity and gas suppliers (including national and local players) 
±�������*:K�\HDU�DQG����

Source: Datamonitor’s data (2014) ACER calculations

1RWHV��(8�7RWDO�VDOHV�UHSUHVHQW�WKH�WRWDO�YROXPHV�RI�HOHFWULFLW\�DQG�JDV�VROG�E\�UHWDLOHUV�LQ�WKH�(8�����7KHVH�¿JXUHV�DUH�VOLJKWO\�GLI-
ferent from Eurostat’s demand data, presented in Section 2.2.1, which is based on total consumption including energy purchased by 
consumers directly on the wholesale markets.

97 Figure 19 shows the presence of the major electricity suppliers (see Annex 3 for gas) and the ap-
proximate market shares of cross-border entrants in national markets in different countries in Europe 
in 2013. Suppliers in France, Germany and other Western European countries have participated in 
the privatisation of the energy sector in Central and Eastern Europe and are now heavily present in 
these markets. German energy companies were not only active in the privatisation process in the 
referred region, but also entered markets in other Western European countries (e.g. France, Great 
Britain, Italy, Spain etc.). The Belgian, Hungarian and British retail markets have been particularly 
DWWUDFWLYH�IRU�PDMRU�PDUNHW�SOD\HUV�IURP�RWKHU�(8�FRXQWULHV��7KHLU�PDUNHW�VKDUHV�LQ�WKH�%HOJLDQ�DQG�
Hungarian markets are above 80%, while four of the six largest suppliers in Great Britain are now 
owned by foreign companies.

98 These major players entered markets not only through the acquisition of existing companies, but also 
used the opportunities of market liberalisation to enter new markets and established their subsidiary 
¿UPV�LQ�VHYHUDO�(XURSHDQ�FRXQWULHV�E\�H[SDQGLQJ�RUJDQLFDOO\��H�J��(')�DQG�5:(�LQ�3RODQG��(�2Q�
in Belgium and RWE in Croatia). 

Electricity
EU Total Sales:
2,681,155 GWh

Gas
EU Total Sales:
4,008,811 GWh

Others 47%

GDF Suez 11%

E.ON 8%

ENI 7%
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Gas Natural Fenosa 5%
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EDF 2%
Vattenfall 1%

DONG 1%
Iberdrola 1%

Others 57%

EDF 16%

Endesa/ENEL 8%

E.ON 6%
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Iberdrola 3%

Vattenfall 3%
GDF Suez 3%
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Fortum 1%

ENI 1%
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DONG 0.02%
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Figure 19:  Presence of major European electricity suppliers in Europe and market shares of cross-border 
HQWUDQWV�LQ�QDWLRQDO�PDUNHWV�±�����

 

Source: Datamonitor’s data (2014) and ACER calculations

99 Not surprisingly, countries with higher market concentration levels (i.e. countries on the left-hand side 
in Figure 16) show lower cross-border entry activity and fewer foreign players. Removing barriers to 
cross-border entry in these countries may be one way to increase the number of suppliers, which will 
in turn lead to lower market concentration. 
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2.3.2 Competition performance 

100 7KLV�VXE�VHFWLRQ�¿UVW�H[SORUHV�SULFH�FRPSHWLWLRQ�IDFWRUV��VXFK�DV�VXSSOLHUV¶�PDUJLQV��ZKROHVDOH�UHWDLO�
SULFH�UHODWLRQVKLSV�DQG�SULFH�GLYHUVL¿FDWLRQ� OHYHOV��DQG� ODWHU�DVVHVVHV�RWKHU�FRPSHWLWLRQ�HOHPHQWV�
such as product differentiation.

Mark-up

101 +RXVHKROG�HOHFWULFLW\�DQG�JDV�VXSSOLHUV¶�PDUJLQV�RQ�¿QDO�3273�SULFHV�DUH�D�JRRG�LQGLFDWRU�RI�WKH�
level of retail price competition in a market. High margins tend to indicate low competition levels, as 
competition would be expected to drive prices down. Over time, high margins would be expected to 
attract new market entrants. Where this is not the case, barriers to entering the markets are likely to 
be found. 

102 However, any comparison of the mark-up values across different countries should be cautious, as 
they are likely to differ for a number of reasons, such as:

�� different operating costs of running retail electricity and gas companies in different countries (i.e. 
suppliers’ operating costs include activities like marketing, billing customers, metering, staff sala-
ries and bad debt costs);

�� differences in volatility in wholesale prices and different hedging strategies employed to ‘smooth’ 
retail prices (e.g. forward and spot contracts of varying maturity to manage this market risk);

�� long-term bilateral agreements between generation and supply companies, which are often part 
of the same vertically integrated group;

�� YDULRXV�PHWKRGV�RI�DOORFDWLQJ�FRVWV�DQG�SUR¿WV�DFURVV�GLIIHUHQW�EXVLQHVV�XQLWV�KHOG�ZLWKLQ� WKH�
same energy group; 

�� different national levels of consumption; and 
�� different sizes of national retail markets.

103 The analysis presented in this section uses the difference between the retail energy (commodity) 
component and the wholesale energy cost (i.e. the mark-up). This is a proxy for the gross margin 
from which suppliers need to pay, among other costs, operating costs and taxes.

104 When calculating mark-ups in individual countries, different approaches based on data availability 
KDYH�EHHQ�WDNHQ�WR�UHÀHFW�WKH�UHWDLO�HQHUJ\�FRPSRQHQW�IRU�HOHFWULFLW\�DQG�JDV�PDUNHWV79. Annex 1 
details the methodology used for the calculation. The wholesale energy costs incurred by suppliers 
when buying energy were calculated by taking into consideration the wholesale market price and 
suppliers’ procurement and hedging strategies, which may differ from country to country. 

105 )LJXUH����VKRZV�WKH�HVWLPDWHG�DYHUDJH�HOHFWULFLW\�PDUN�XSV�RYHU�WKH�����±�����SHULRG�DQG�HVWL-
PDWHG�DYHUDJH�JDV�PDUN�XSV�RYHU�WKH�SHULRG�����±������9DOXHV�VHHP�WR�YDU\�ZLGHO\��HYHQ�DPRQJ�
countries within the same region where the wholesale price is similar or the same, as in the case of 
the Nordic Region, which has a single power exchange. 

79 The electricity energy price component is taken from Eurostat’s energy prices break-down data using nationwide data. In gas, 
due to the lack of Eurostat data, the energy component price has been assessed from ACER’s database on retail offers. Only 
offers in capital cities are taken into account. The energy component used corresponds to the capital incumbent’s most common 
offer. 
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)LJXUH����� $YHUDJH�DQQXDO�HOHFWULFLW\������±������DQG�JDV������±������PDUN�XSV�±��HXURV�0:K��

 

Source: ACER Database, Eurostat and European power exchanges data (2014) and ACER calculations

106 As indicated above, mark-up differences can be partially explained by suppliers’ different operat-
ing costs and/or expenditures incurred in acquiring and retaining consumers. These may be higher 
in countries such as Great Britain, Ireland and the Netherlands, where switching rates are rela-
WLYHO\�KLJK�DQG�ZKHUH�VXSSOLHUV�IDFH�VLJQL¿FDQW�FRPSHWLWLRQ�DQG�WKHUHIRUH�VSHQG�DGGLWLRQDO�PRQH\�
on sales, marketing and customer services. Arguably, due to the high proportion of consumers on 
dual-fuel offers in these countries, costs to serve them could be lower due to service synergies and 
economies of scale.

107 Furthermore, the level of mark-up will depend, inter alia, on the consumption level. For example, the 
electricity mark-up in Sweden measured in euros/consumer would be almost as high as the one in 
Great Britain, while in the above chart Swedish mark-ups measured in euros/MWh rank relatively 
lower. The fact that in Sweden the average annual consumption per household consumer is much 
higher than the European average (i.e. approximately 9,000 kWh versus 4,000 kWh) may explain 
this situation. 

108 In some countries with regulated prices, mark-ups have been assessed as negative, as the retail 
prices energy components seem to be set at levels below wholesale energy costs. This seems to 
be the case in Latvia and Romania80 in electricity, and in Slovakia, Hungary, Latvia, Romania and 
Bulgaria in the gas market81. This is potentially creating a dysfunctional market in these countries, not 
only because negative mark-ups mean that consumers are not facing the true cost of providing en-
ergy (and thus are not receiving price signals regarding consumption), but also because this makes 
these markets highly unattractive for competing energy suppliers, as negative mark-ups constitute 

80� 5HWDLO�HOHFWULFLW\�DQG�JDV�PDUN�XSV�LQ�5RPDQLD�DUH�FDOFXODWHG�IURP�RI¿FLDO�VRXUFHV��L�H��(XURVWDW�GDWD�RQ�UHWDLO��23&20��WKH�
Romanian PX, on wholesale prices for electricity and long-term import contracts for gas). In electricity, regulated tariffs for non-
KRXVHKROGV�ZHUH�UHPRYHG��VWDUWLQJ�RQ���-DQXDU\�������DQG� WKH�HQHUJ\�FRPSRQHQW� LQ� WKH�¿QDO�SULFH� LV�EDVHG�RQ�ZKROHVDOH�
market prices. If the gas wholesale price (which is regulated by ANRE) were used in the calculation, the gas mark-up in Romania 
would be positive.

81� *DV�UHVXOWV�FRUUHVSRQG�WR�WKH�DYHUDJH�PDUN�XS�YDOXHV�LQ�����±������,Q�������%XOJDULD�VKRZV�D�SRVLWLYH�PDUN�XS�
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DEVROXWH�EDUULHUV�WR�HQWU\��6XFK�DFWLRQV�E\�UHJXODWRUV�RU�JRYHUQPHQWV�VLJQL¿FDQWO\�LQFUHDVH�UHJXOD-
tory risks, eventually to the detriment of consumers. 

109 France also shows a slightly negative mark-up in the electricity market. In France, since July 2011, 
suppliers can source their electricity by using a special mechanism, ARENH (‘Accès régulé à 
l’électricité nucléaire historique’ or ‘Regulated Access to Incumbent Nuclear Electricity’), which is a 
right that entitles suppliers to purchase electricity from EDF at a regulated price in volumes deter-
mined by the French energy regulator, CRE82. Thus, part of their sourcing costs does not depend 
on the market price, but on the ARENH price if it is below the market price (this part of the sourcing 
FRVWV�PD\�YDU\�EHWZHHQ����DQG������GHSHQGLQJ�RQ�FRQVXPHUV¶�SUR¿OHV���7KH�$5(1+�SULFH�ZDV����
euros/MWh between July 2011 and December 2011, and increased to 42 euros/MWh thereafter (the 
price was the same at the end of 2013). This price is set in such a way as to be representative of the 
KLVWRULFDO�FRVW�RI�D�0:K�SURGXFHG�E\�)UHQFK�QXFOHDU�SRZHU�SODQWV�DQG�¿[HG�E\�WKH�JRYHUQPHQW�LQGH-
pendently of market price considerations. This explains the slightly negative value. If the wholesale 
sourcing cost of a supplier for a residential consumer is based on 85% ARENH sourcing and 15% of 
market day-ahead sourcing, this value would be different.

110 As previously mentioned, a high mark-up value should trigger price-competition. This is observed in 
Figure 30 which presents the annual savings that can be made by consumers by switching from the 
incumbent standard offer to the lowest price offer in the market. According to these data, the largest 
savings are available in countries which, according to Figure 20, feature higher mark-ups (e.g. Ger-
many, Great Britain, Netherlands, Ireland or Belgium). This indicates that price-competition elements 
are active in those markets. Theory would predict that these two facts would lead to higher switching 
rates, but as will be analysed in the next section, it is not straightforward to demonstrate this based 
on the available data. 

111 0DUNHW�HQWU\�DQG�H[LW�DFWLYLW\�LV�DQRWKHU�IDFWRU�WKDW�VHHPV�WR�EH�LQÀXHQFHG�E\�PDUN�XS�OHYHOV��06V�
ZLWK�SHUVLVWHQWO\�KLJK�PDUN�XSV�JHQHUDOO\�KDYH�KLJKHU�HQWU\�H[LW�DFWLYLW\�DV�ZHOO��DV�KLJKHU�SUR¿WV�DW-
tract new market entrants (e.g. Germany, the Netherlands, Great Britain). This would be expected to 
lead to more competition, lower prices, and the less competitive players being forced to exit. Con-
YHUVHO\��PDUNHWV�ZKHUH�WKH� LQFXPEHQW�VXSSOLHU�FRQVLVWHQWO\� IDLOV� WR�HDUQ�KLJK�SUR¿WV�DUH�JHQHUDOO\�
consistent with lower entry/exit activity. These indicators are also affected by the level of maturity of 
competition, and as previously mentioned, by the presence of regulated tariffs, which in the case of 
negative mark-ups, would clearly reduce the attractiveness of the market to new entrants. 

112 ,Q�PDWXUH�PDUNHWV��ZKHQ�WKH�µFRPSHWLWLRQ�SKDVH¶�KDV�VWDELOLVHG��D�VLJQL¿FDQW�HQWU\�H[LW�DFWLYLW\�PD\�
lead to lower levels of mark-up (e.g. the Czech Republic and Spain in gas household market). How-
ever, the situation in the electricity household market is slightly different from gas, as there is not 
much evidence to show a positive relationship between the level of entry/exit activity and the level of 
mark-up for electricity suppliers in following years. 

113 ,Q�FRXQWULHV�ZKHUH�QR�VLJQL¿FDQW�HQWU\�RFFXUUHG��H�J��%XOJDULD��&\SUXV��(VWRQLD��0DOWD�LQ�HOHFWULFLW\�
household market and Poland, Luxembourg, Lithuania, Latvia and Greece in gas) regulated prices 
and the initial low or negative mark-up has led to low entry/exit activity in most cases. The excep-
tions are Luxembourg in the electricity market and Greece in the gas market. Luxembourg does not 

82 In order to exercise their ARENH rights, suppliers are required to sign a standard agreement with EDF to provide a contractual 
IUDPHZRUN�IRU�WKH�VDOHV�FRQFHUQHG��&5(�LV�WDVNHG�ZLWK�PDQDJLQJ�WKLV�V\VWHP�DQG�FDOFXODWLQJ�WKH�ULJKWV��ZKLFK�LW�QRWL¿HV�WR�WKH�
contracting parties.
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regulate retail prices and has high mark-ups, but the entry in the electricity market is still very low 
and no entry has occurred in the gas market. The small size of the market, in a business featuring 
HFRQRPLHV�RI�VFDOH��LV�OLNHO\�WR�LQÀXHQFH�HQWU\�H[LW�DFWLYLW\��

The relationship between retail and wholesale electricity83 prices 

114 The degree of alignment between retail and wholesale prices over time can be a proxy for the ef-
¿FLHQF\�RI�UHWDLO�VXSSOLHUV84. Figure 21 shows the responsiveness of the energy component of retail 
SULFHV�WR�FKDQJHV�LQ�WKH�ZKROHVDOH�SULFH�DQG�WKH�HYROXWLRQ�RI�WKH�PDUN�XS�RYHU�WKH�����±�����SHULRG�
at the European level85.

115 7KH�GDWD�VKRZV�WKDW�HOHFWULFLW\�ZKROHVDOH�SULFHV�GHFUHDVHG�RYHU�WKH�����±�����SHULRG�DQG�UHPDLQHG�
UHODWLYHO\�ÀDW�WKURXJK�WKH�UHVW�RI�WKH�SHULRG��L�H��XQWLO�WKH�HQG��������7KLV�ZKROHVDOH�SULFH�UHGXFWLRQ�
was followed by a decrease in the energy component of retail electricity prices over the same period. 
The trend changed in 2010, when retail prices started to increase while wholesale prices remained 
EURDGO\�XQFKDQJHG��7KLV��LQ�WXUQ��OHG�WR�DQ�LQFUHDVH�LQ�WKH�PDUN�XS�RYHU�WKH�����±�����SHULRG�

Figure 21:  Relationship between the energy component of retail electricity price and the wholesale elec-
WULFLW\�SULFH�DQG�PDUN�XS�LQ�(XURSH�±�����±������HXURV�0:K�

 

Source: Eurostat, NRAs and European power exchanges data (2014) and ACER calculations

116 The degree of connection between the energy component of retail prices and the wholesale electric-
LW\�SULFHV�GLIIHUV�ZLGHO\�DPRQJ�FRXQWULHV��DV�WKH�GDWD�LQ�$QQH[���FRQ¿UPV��

83 Due to the lack of data on gas, this analysis was performed only for electricity (i.e. the data on the energy component for gas 
over time is not available from Eurostat’s energy prices breakdown data, while the Agency’s database on retail offers provides 
this data for two years only).

84 In the electricity market, these overall costs will include a range of variables, including generation, transmission and distribution, 
as well as operating costs for the supply business (e.g. metering, meter reading, billing, customer service and marketing).

85 See Annex 1 for the methodology applied.
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117 Figures 22 and 23 below also provides details for a selection of countries which do not apply price 
regulation, have relatively low market concentration, and perform relatively well based on other indi-
cators presented in this report (i.e. choice of suppliers and offers, switching rates, entry/exit activity, 
consumer experience etc.). The data shows that even in those countries where the link between re-
tail and wholesale prices was initially expected to be more solid, mark-ups have increased constantly 
over the observed period. In this respect, changes in retail prices have often not been responsive to 
changes in the wholesale electricity price. Norway, which has a dynamic retail market and also pre-
sents a relatively low mark-up, constitutes the best ‘benchmark’. The retail electricity price in Norway 
is linked to the day-ahead wholesale market, and any changes in the wholesale price (i.e. upwards or 
downwards changes) are quickly passed on to consumers. Furthermore, it makes the price formation 
process more transparent.

)LJXUH������ (OHFWULFLW\�PDUN�XS�LQ�D�VHOHFWLRQ�RI�FRXQWULHV�±�����±������HXURV�0:K��

 

Source: Eurostat, NRAs and European power exchanges data (2014) and ACER calculations

Eu
ro

s/M
W

h

45

30

20

10

35

40

25

15

5

0 2008 2009 2010 2011 2012 2013

NO FI SE NL AT DE GB



62

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

Figure 23:  Relationship between the energy component of the retail electricity price and wholesale elec-
WULFLW\�SULFH�DQG�PDUN�XS�LQ�D�VHOHFWLRQ�RI�FRXQWULHV�±�����±������HXURV�0:K�

Source: NRAs and European power exchanges data (2014) and ACER calculations
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118 In general terms, the energy component of retail and wholesale prices seem to correlate better in 
two groups of countries, but for different reasons. On one side, prices correlate well in those more 
FRPSHWLWLYH�FRXQWULHV�ZKHUH�WKH�¿QDO�HQHUJ\�UHWDLO�HOHFWULFLW\�SULFH�LV�FORVHO\�UHOLDQW�RQ�WKH�ZKROHVDOH�
market spot price (e.g. Norway, Sweden and Finland). This good correlation trend is also observed 
in certain countries featuring retail regulated prices (e.g. Denmark, Lithuania and Poland) where the 
UHDVRQ�VHHPV�WR�EH�WKDW�WKH�HQHUJ\�FRPSRQHQW�RI�¿QDO�FRQVXPHU�UHWDLO�SULFHV�LV�VLJQL¿FDQWO\�PRUH�
reliant on long-term wholesale contracts, whose prices are usually more stable in time. 

119 Conversely, other countries, such as Austria86 and Germany, featured increasing mark-ups during 
the observed period. These countries presented relatively stable energy components in retail prices 
WKDW�GLG�QRW�UHÀHFW�WKH�REVHUYHG�GHFUHDVH�LQ�ZKROHVDOH�SULFHV87. Great Britain also showed a weak 
relationship between retail and wholesale prices and an increasing mark-up; meanwhile, the Neth-
erlands showed a better correlation between the two price components, but also a relatively high 
mark-up, albeit slightly decreasing from 2011. 

120 In some of these countries, mark-ups seem to be higher than the values that could in principle be 
expected, posing questions about the extent of real price competition in these markets. Given the 
particularities of each country, the analysis of the relationship between wholesale and retail prices for 
electricity and gas markets merits further in-depth studies by NRAs. Variables that may impact the 
relationship with wholesale prices are the particular characteristics of the retail price contracts (i.e. 
GXUDWLRQ��¿[HG�RU�YDULDEOH�SULFHV�DQG�SULFH�LQGH[DWLRQ�PHFKDQLVPV���

The price dispersion of the energy component of retail offers

121 As was the case last year, the Agency examined the price dispersion of the energy component of 
all retail offers in European capital cities in 2013. The comparison of this individual price component 
provides a valid representation of the actual level of price competition among the different suppliers, 
DV�WKH�RWKHU�UHWDLO�SULFH�FRPSRQHQWV�±� L�H��QHWZRUN�FKDUJHV�DQG�WD[HV�±�DUH�JHQHUDOO\�HTXLYDOHQW�
proportional for all similar retail offers.

122 Figure 24 shows in blue the range of the energy component price dispersion of 80% of offers in the 
capital city, and in grey the prices of the offers distributed to the remaining 10% and 90%. 

86 Incoherencies between the development of electricity end-user prices and that of wholesale prices between 2008 and 2012 
caused E-Control to instigate a market inquiry pursuant to section 21(2) Energie-Control-Gesetz (E-Control Act) in conjunction 
with section 34 E-Control Act and section 10 Elektrizitätswirtschafts- und -organisationgesetz (Electricity Act) 2010.

87 See the EC DG COMP Energy prices and costs report indicating this trend http://ec.europa.eu/energy/doc/2030/20140122_
swd_prices.pdf.
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)LJXUH����� 'LVSHUVLRQ� LQ� WKH�HQHUJ\�FRPSRQHQW�RI� UHWDLO�SULFHV� IRU�KRXVHKROGV� LQ�FDSLWDOV�±�'HFHPEHU�
2013 (euros/year, ranked)

Source: ACER Database (November–December 2013) and ACER calculations

123 The comparison of the dispersion of the energy components in the retail offers in Europe shows big-
ger differences in electricity than in gas. The individual demand/supply features of national electric-
LW\�PDUNHWV��PDLQO\�GULYHQ�E\�WKHLU�GLYHUVH�JHQHUDWLRQ�SRUWIROLRV�DQG�FRVWV��VXVWDLQ�PRUH�VLJQL¿FDQW�
wholesale price differences among countries, which are translated into more varying energy compo-
nent price ranges. 
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124 In electricity, in the capital cities of those countries where liberalisation is more mature, and which 
therefore maintain more offers available and with more varying characteristics (e.g. Belgium, Germa-
Q\��*UHDW�%ULWDLQ��RU�6ZHGHQ���SULFH�GLYHUVL¿FDWLRQ�LV�JUHDWHU��DOEHLW�ZLWK�D�YHU\�GLIIHUHQW�YDOXH�IRU�WKH�
energy component (e.g. much higher in capital cities of Belgium and Great Britain than in Sweden). 
In countries applying regulated prices and countries with a share of the market where regulated and 
liberalised prices co-exist, price dispersion is lower and clustered around the regulated price. While 
price dispersion may indicate the extent of competitive activity in the market, countries’ individual 
data must be carefully interpreted and not viewed in isolation from other indicators. Large price di-
YHUJHQFHV�PD\�DOVR�UHÀHFW�LQHI¿FLHQFLHV�LQ�SULFH�IRUPDWLRQ�PHFKDQLVPV��H�J��ODFN�RI�LQIRUPDWLRQ�RU�
GLI¿FXOWLHV�FRPSDULQJ�SULFHV�E\�FRQVXPHUV�DQG�FRQVXPHU�LQHUWLD�

125 In gas, a comparison of energy component prices primarily shows that their levels are relatively simi-
ODU��DV�PDWFKLQJ�SULFH�UDQJHV�FDQ�EH�IRXQG�LQ�VHYHUDO�(8�06V��ZLWK�WKH�PRUH�QRWDEOH�H[FHSWLRQV�RI�
FHUWDLQ�UHJXODWHG�06V�ZKRVH�SULFHV�UDQN�EHORZ�WKH�(8�DYHUDJH��DUJXDEO\�WULJJHUHG�E\�WKH�IDFW�WKDW�
WKH\�IHDWXUH�QHJDWLYH�PDUN�XSV��7KHVH�¿QGLQJV�DUH�DOLJQHG�ZLWK�WKH�FRQFOXVLRQV�RI�WKH�ZKROHVDOH�
price chapter (see Section 4.2.1), showing the increasing gas wholesale price convergence that was 
UHJLVWHUHG�DPRQJ�(8�06V�

126 An individual MSs analysis indicates that in the majority of countries, the energy component of retail 
RIIHUV�LQ�JDV�LV�QRW�ZLGHO\�GLVSHUVHG��,Q�WKH�ODUJH�PDMRULW\�RI�(8�06V��WKH�HQHUJ\�FRPSRQHQW�RI�����
of capital city available offers seems not to vary by more than 50 euros/year. The more notable ex-
FHSWLRQV�ZRXOG�EH�$XVWULD��*HUPDQ\��*UHDW�%ULWDLQ�DQG�,WDO\��ZKHUH�SULFH�GLYHUVL¿FDWLRQ�VHHPV�WR�EH�
stronger, but also with a different value for the energy component. This fact is possibly supported by 
the greater number of offers available in those MSs’ capital cities, and on the more extended offer of 
DGGLWLRQDO�VHUYLFHV�RU�YDU\LQJ�FKDUDFWHULVWLFV�WKDW�PD\�DIIHFW�¿QDO�SULFHV�

127 2Q�WKH�FRQWUDU\��LQ�WKRVH�06V�DSSO\LQJ�RQO\�UHJXODWHG�JDV�SULFHV�±�RU�LQ�WKRVH�RWKHUV�RIIHULQJ�WKHP�
and also with a certain share of the market under liberalised market prices (e.g. France, Spain and 
%HOJLXP��±�WKH�SULFH�GLVSHUVLRQ�RI�WKH�HQHUJ\�FRPSRQHQW�LV�UHGXFHG��,Q�WKRVH�06V��WKH�HQHUJ\�FRP-
ponent of the regulated tariff seems to set a focal point on which the large majority of offers converge, 
and price-competition seems more reduced.

Product differentiation

128 Levels of competition in retail markets are not exclusively related to price elements. As the maturity of 
the market increases, the scope of pure price competition is arguably reduced. In those more mature 
PDUNHWV��VXSSOLHUV�GHYHORS�SURGXFW�GLYHUVL¿FDWLRQ�VWUDWHJLHV�DQG�XWLOLVH�RWKHU�FRPSHWLWLRQ�HOHPHQWV�
to attract and retain consumers or increase their margins. This sub-section discusses the main top-
ics regarding suppliers’ product differentiation and non-price competition elements in retail energy 
PDUNHWV��7KHVH�¿QGLQJV�DUH�FORVHO\�FRQQHFWHG�ZLWK�WKH�GDWD�SUHVHQWHG�LQ�6HFWLRQ�������

129 In a market of undifferentiated products, consumers will be unwilling to pay more for the products of 
GLIIHUHQW�¿UPV�FRPSDUHG�WR�WKH�FKHDSHVW�RIIHU��+RZHYHU��LI�GLIIHUHQWLDWHG�SURGXFWV�DUH�RIIHUHG��¿UPV�
may be able to charge a higher price. In a fully liberalised energy retail market, the more successful 
a supplier is in differentiating its products, the more insulated its demand will be from the actions of 
other suppliers. In this way, an innovative supplier which differentiates its product can carve out its 
RZQ�PDUNHW�DQG�H[HUW�PDUNHW�SRZHU�DQG�WKXV�LQFUHDVH�SUR¿WV��
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130 The scope for substantive product differentiation in the energy retail market is debatable. However, 
over the last few years, retail energy markets have witnessed increased evidence of product in-
novation offered by both well-established suppliers and by smaller niche players. As discussed, the 
innovation in retail products may include characteristics such as contract duration, price preservation 
periods, dual-fuel offers, additional service provision or renewable/green features. These innovative 
products offer more choice to consumers in an industry that was once considered to be completely 
homogeneous.

131 2YHUDOO�SURGXFW�GLYHUVL¿FDWLRQ�VWUDWHJLHV�DUH�LQFUHDVLQJ�QRW�RQO\�IRU�QHZ�HQWUDQWV��EXW�DOVR�IRU�LQFXP-
bent suppliers, who are adjusting their schemes in order to enhance consumer loyalty, market shares 
and margins.

132 $V�WKH�¿QGLQJV�LQ�6HFWLRQ�������LQGLFDWHG��¿[HG�SULFH�RIIHUV�SUHYDLO�LQ�WKH�PDMRULW\�RI�(XURSHDQ�FRXQ-
tries. These offers give consumers the advantage of protecting themselves from price increases, 
which allows for easier budgeting. The availability of forward wholesale products allows suppliers 
WR�KHGJH�WKHLU�VXSSO\�FRVWV�DQG�VXSSRUW�WKH�RIIHULQJ�RI�¿[HG�UHWDLO�SULFHV88. Other consumers prefer 
YDULDEOH�SULFH�RIIHUV��DV�WKHVH�XVXDOO\�SUHVHQW�D�VOLJKWO\�ORZHU�LQLWLDO�SULFH�WKDQ�¿[HG�RQHV��

133 Many suppliers also recognise the importance for some consumers of ‘green issues’, and design 
their products accordingly. Some suppliers even distinguish between different categories of green 
consumer, and offer them products with different levels of greenness. These products are usually 
more expensive, as in some cases suppliers need to compensate for the higher supply costs of only 
sourcing renewable energy. But in certain cases, where green supply costs are competitive, they can 
result in higher net margins. Entirely green products may be requested by consumers who are happy 
to pay a premium for such products, while other less green products may appeal to consumers who 
are environmentally aware, but not ready to pay a (higher) price for energy.

134 $QRWKHU�SURGXFW�GLYHUVL¿FDWLRQ�VWUDWHJ\�LV�OLQNHG�WR�WKH�SUHVHQFH�RI�GXDO�IXHO�SURGXFWV��L�H��EXQGOHG�
products combining the supply of electricity and gas with an overall discount). Dual-fuel products 
usually represent additional savings for consumers, as well as lower costs for suppliers as a result of 
lower marketing and billing costs. Dual-fuel products also enhance the ability of electricity companies 
to enter gas markets and vice versa, possibly at the expense of new entrants, who will face increased 
operational complexity and may feel forced to enter both the electricity and gas markets simultane-
ously in order to be able to propose attractive commercial offers. 

135 In addition, suppliers are also offering free or price-competitive merchandise and/or services associ-
ated with the contracting of electricity or gas products. As suppliers are conceivably capable of nego-
tiating better prices than individual consumers, as a result of economies of scale, the offer of these 
products/services may attract price-responsive consumers who would pay higher prices if indepen-
dently contracting the associated products. In other cases, and following good marketing strategies, 
these plans can attract certain consumers willing to obtain products or services that perhaps they 
did not initially consider they needed. In order to make an informed choice, it is very important that 
customers receive clear and accurate information on the cost of all associated product or services 
when buying an energy package. The contracting of these plans may result in higher overall margins 
for suppliers once the cost of the provided product/service is discounted89. 

88 Where liquid wholesale markets are not available, suppliers are more dependent on their individual long-term supply contract 
prices, which arguably translate into more stable retail prices.

89� 6HH��%(8&���������&RQVXPHU�ULJKWV�LQ�HOHFWULFLW\�DQG�JDV�PDUNHWV�±�%(8&�SRVLWLRQ�SDSHU��'HFHPEHU�������https:// www.beuc.
eu/publications/x2013_083_mst_consumer_rights_in_electricity_and_gas_markets.pdf.
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136 'HVSLWH�WKH�JHQHUDO�SUROLIHUDWLRQ�RI�SURGXFW�GLYHUVL¿FDWLRQ��LW�LV�DOVR�HYLGHQW�WKDW�VXSSOLHUV�LQ�WKH�FDSL-
tal cities of some countries are innovating very little, if at all (e.g. electricity and gas suppliers in the 
capitals of Bulgaria, Greece, Latvia and Romania; electricity suppliers in capital cities of Cyprus and 
Malta; and gas suppliers in capital cities of Croatia, Finland and Poland). This is arguably linked to 
the dominance of the incumbent electricity or gas supplier which, in the absence of competitive pres-
sure, has no incentive to innovate. 

137 Figure 25 provides further evidence that market liberalisation encourages innovation. For electricity, 
it shows that in countries where market liberalisation occurred earlier, the number of offers is greater, 
although the capitals of Norway and Great Britain seem outliers. A similar, though less convincing 
pattern was observed for gas, with Italy and Austria being outliers.

Figure 25:  Number of offers in capital cities in 2013 and years since market liberalisation 

 

Source: ACER retail database and ERGEG (2014) and ACER calculations

138 In some countries (e.g. Great Britain and Ireland 90), electricity and gas suppliers are also expanding 
their business areas and moving towards becoming ‘energy service providers’. Most suppliers offer 
home insulation, boiler insurance and smart metering products and services. Another emerging mar-
ket is that of micro-generation. Most suppliers offer products and services in this area, including in-
stallations of technologies such as Photovoltaics (PV), wind, solar thermal, biomass and heat pumps. 

139 Boiler installation and other types of home improvement, such as insulation and boiler maintenance, 
are also offered by many suppliers. Some suppliers also offer plumbing, drainage and electrical in-
surance, and in some cases, in Great Britain, a ‘landlord service’, which includes inspections and the 
completion of Gas Safety Records. A limited number of suppliers also offer phone and/or broadband 
services. In this respect, innovation may result in the bundling of offered products and/or services. 

90 Information on the additional non-free product and services provided by suppliers is not available from the ACER’s Database; 
the only way to obtain this information is to search suppliers’ websites in all MSs. The Agency did not have the time/resources to 
do this for all countries and therefore provided this information only for Great Britain. The initial research shows that situation in 
the Republic of Ireland is similar.
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140 Research91 from the telecom sector suggests that consumers who have a package are less likely to 
switch supplier than consumers who buy stand-alone products, as consumers may be able to ben-
H¿W�IURP�VDYLQJV�ZKHQ�FKRRVLQJ�WKH�VDPH�VXSSOLHU�IRU�VHYHUDO�VHUYLFHV��)XUWKHUPRUH��DV�EXQGOLQJ�
strategies seem to reduce the comparability of services offered, consumers seem to be less keen 
WR�FRQVLGHU�VZLWFKLQJ�VXSSOLHU��EHFDXVH�WKH\�WKLQN�LW�ZLOO�EH�WRR�GLI¿FXOW�WR�FRPSDUH�VHUYLFHV�RIIHUHG�
by different suppliers. Similarly, consumers who have packages appear to be less likely to consider 
switching, because they think it will be relatively time consuming. 

2.3.3 Consumer behaviour 

141 7KLV�VXEVHFWLRQ�DLPV�WR�DVVHVV�KRZ�SULFH�DQG�QRQ�SULFH�FRPSHWLWLRQ�SHUIRUPDQFH�±�DSSUDLVHG�ZLWK�
WKH� LQGLFDWRUV�SUHVHQWHG�DERYH�±�DIIHFW� FRQVXPHU�EHKDYLRXU��7R�GR�VR�� WKH�VHFWLRQ�DVVHVVHV�� �L��
electricity and gas market switching rates; (ii) whether consumers are active in the market; (iii) the 
UHDVRQV�FRQVXPHUV�FKRRVH�WR�VZLWFK�RU�QRW���LY��ZKHWKHU�FRQVXPHUV�DUH�VDWLV¿HG�ZLWK�HOHFWULFLW\�DQG�
gas services; and (v) whether consumers are able to compare suppliers’ prices easily. These factors 
affect the scope and mechanisms that suppliers can use when competing in a given market. 

Switching activity

142 The ability to choose between alternative suppliers and the ability to negotiate products’ conditions 
are key features of any competitive market. Household consumers are generally offered standard 
contractual terms and conditions by suppliers. Therefore, they are unable to negotiate on an indi-
vidual basis as industrial consumers may be able to do. 

143 In previous MMRs, the Agency expressed concerns about the low switching rates registered in many 
countries. The rate at which consumers switch92 indicates customer participation in the market, mak-
ing it an important variable to understand in assessing market functioning. 

144 In 2013, Great Britain, Ireland, Norway and the Netherlands continued to have higher switching rates 
than the majority of other countries in the electricity market, all situated above 10% (Figure 26). In 
2013 Portugal and Spain recorded a high increase in their switching rates compared to the average 
YDOXHV�RYHU�WKH�����±�����SHULRG��DQ�LQFUHDVH�RI�������DQG�����UHVSHFWLYHO\��DQG�MRLQHG�WKH�JURXS�
of countries with switching rates above 10%93. Although electricity switching rates remain low in 
many countries, the overall trend is upward. 

91� 6HH��2IFRP���������7KH�&RPPXQLFDWLRQV�5HSRUW�������8.��$XJXVW�������KWWS���ZZZ�RIFRP�RUJ�XN�VWDWLF�FPU����8.&0������KWPO.
92� 8QOHVV�VWDWHG�RWKHUZLVH��WKURXJKRXW�WKLV�UHSRUW�D�FRQVXPHU�VZLWFK�UHIHUV�WR�WKH�DFWLRQ�ZKHUE\�D�FRQVXPHU�DFWV�DQG�FKDQJHV�KLV�

her supplier and where the meter point associated with a household consumer is re-registered with a different supplier.
93 Switching rates for Spain and Portugal also include switching values within the same group, but different company suppliers (i.e. 

switching from the regulated tariff offered by an independent company to liberalised market tariff offered by a different company 
within the same group).
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)LJXUH������ 6ZLWFKLQJ�UDWHV�IRU�HOHFWULFLW\�KRXVHKROG�FRQVXPHUV�LQ�(XURSH�±�����±�����DQG���������DQG�
ranked according to switching rates in 2013) 

 

 Source: CEER National Indicators Database (2014) and ACER calculations

145 The overall picture regarding gas switching rates (see Figure 27) is similar to that for electricity: 
switching rates are increasing, but few countries have switching rates above 10%. Nevertheless, 
the average switching rates across Europe are slightly higher for gas than electricity. The highest 
increase in gas switching rates in 2013 was recorded (again) in Spain, Slovakia and Slovenia. 

)LJXUH����� 6ZLWFKLQJ�UDWHV�IRU�JDV�KRXVHKROG�FRQVXPHUV�LQ�(XURSH�±�����±�����DQG���������DQG�UDQNHG�
according to switching rates in 2013)

 

Source: CEER National Indicators Database (2014) and ACER calculations
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146 Although the overall European switching trend is upward in both gas and electricity markets, Figure 
28 shows that the proportion of consumers who have a contract with an alternative supplier to the 
incumbent is still very low in the majority of countries (the exceptions being Great Britain, Belgium 
and Portugal in both markets, Norway and the Czech Republic in electricity and Germany, Spain and 
Ireland in gas markets). This indicator is relevant, as the proportion of consumers with an alternative 
supplier to the incumbent is indicative of the fraction of consumers who have switched at least once94.

Figure 28:  Proportion of electricity and gas consumers with a different supplier than their incumbent sup-
SOLHU�±�'HFHPEHU����������

Source: CEER National Indicators Database (2014) and ACER calculations

1RWHV��)RU�%HOJLXP��WKH�HOHFWULFLW\�¿JXUH�LV�EDVHG�RQ�GDWD�IRU�)ODQGHUV�RQO\��UHSUHVHQWLQJ�DURXQG�����RI�WKH�RYHUDOO�HOHFWULFLW\�PDUNHW�
±�EDVHG�RQ�WKH�QXPEHU�RI�DFFHVV�SRLQWV���ZKLOH�WKH�JDV�¿JXUH�LV�EDVHG�RQ�GDWD�IRU�)ODQGHUV�DQG�:DOORQLD��UHSUHVHQWLQJ�����RI�WKH�
overall gas market – based on the number of access points). 

Switching behaviour

147 While the switching rates data presented above may indicate the extent of competitive activity in the 
market, countries’ individual data must be carefully interpreted and not viewed in isolation from other 
indicators. This sub-section aims to explore the reasons and the interactions triggering switching 
behaviour in different countries.

Market liberalisation 

148 Switching rates are usually higher during the early stages of market opening, largely triggered by 
PRUH�VLJQL¿FDQW�SULFH�FRPSHWLWLRQ��H�J��WKH�6ORYHQLDQ�JDV�PDUNHW�LQ�����95). They are also high in 
competitive markets, where consumers are both price and non-price responsive (e.g. Great Britain 

94� &RQYHUVHO\��¿JXUHV�RQ�WKH�SURSRUWLRQ�RI�FRQVXPHUV�VWLOO�ZLWK�WKHLU�LQFXPEHQW�VXSSOLHU�DUH�LQGLFDWLYH�RI�WKH�SURSRUWLRQ�RI�FRQVXPHUV�
who have never switched, although they may also include those consumers who may have switched away from the incumbent 
and subsequently switched back to it (i.e. switched more than once).

95 See: MMR 2012 case study 7 on gas switching rates in Slovenia: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB
Agency/Publication/ACER%20Market%20Monitoring%20Report%202013.pdf.
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and Ireland). However, once the price-competition phase of the market is more stabilised, and/or 
FRQVXPHUV�DUH�VDWLV¿HG�ZLWK�WKHLU�FXUUHQW�VXSSOLHUV��VZLWFKLQJ�UDWHV�PD\�EH�ORZHU��HYHQ�LQ�FRPSHWL-
tive markets (e.g. Austria and Germany96).

149 Figure 29 illustrates a weak but positive relationship between switching rates and time since market 
liberalisation, showing that switching tends to be higher in those countries where the market has 
been liberalised longer. However, in some countries which introduced full retail competition later, 
consumer activity has gathered momentum, and they recorded a very high switching rate relative to 
the number of years since market liberalisation (e.g. Belgium and Portugal in electricity and Belgium 
and Ireland in gas).

)LJXUH������ 5HODWLRQVKLS�EHWZHHQ�VZLWFKLQJ�UDWHV�DQG�\HDUV�VLQFH�PDUNHW�OLEHUDOLVDWLRQ�±����

 

Source: CEER National Indicators Database (2014) and ACER calculations

150 A factor that may impact the above relationship is that, although liberalisation may have taken place 
in a given market, there is usually a delay between liberalisation and the observed switching effect. 
This is because certain elements required for switching need time to develop (e.g. consumer aware-
ness of competition and choice and the switching process). Nevertheless, there are other reasons 
which explain why consumers may choose to switch or not, as referred to below.

Price responsiveness

151 It is generally assumed that if consumers are price responsive, in a situation where price differences 
exist, they will tend to switch to the supplier offering a cheaper supply contract. To assess this, pricing 
data obtained from price comparison websites and switching data have been compared. 

152 Figure 30 shows that notable savings might be achieved by switching from the incumbent standard 
offer to the best offer in the market. The analysis shows that the alternative offers were cheaper than 
the incumbent supplier offers in a majority of MSs. For household electricity consumers, the average 

96 In these two markets, the strong presence of segmented and trusted regional suppliers reduces switching rates.
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annual saving available (compared to the incumbent standard offer) ranges from over 16 euros in 
Greece to 378 euros in Germany. In gas, annual saving opportunities are much higher and range 
from 38 euros in Romania to 355 euros in Germany.

153 Figure 30 also shows that, in some capitals, switching rates seem to be positively related to price 
GLIIHUHQWLDOV��PRUH�VR�LQ�JDV�WKDQ�LQ�HOHFWULFLW\�DV�FRQVXPHU�VZLWFKLQJ�LV�LQÀXHQFHG�E\�RWKHU�IDFWRUV��
7KLV�LV�FRQVLVWHQW�ZLWK�WKH�¿QGLQJV�RI�ODVW�\HDU¶V�UHSRUW�

154 Differences may be explained, among other reasons, by the phase of competition in the market. It 
is important to observe that data may be affected by the regional segmentation of competitors in the 
PDUNHW��LQ�WKH�¿JXUH��VZLWFKLQJ�GDWD�DUH�QDWLRQDO��ZKHUHDV�SULFH�GDWD�FRUUHVSRQG�WR�WKH�FDSLWDO���6DY-
ings assessed in the exercise were calculated based on the retail price of the most usual incumbent 
offer in the capital city. The particular features of the incumbent’s standard offer in comparison to 
other competitors’ prices (and particularly the features of the lowest price offer) may affect the cor-
relation values presented below.

Figure 30:  Relationship between countries’ overall switching rates and annual savings available in capital 
FLWLHV�±����������

Source: ACER Retail Database and CEER National Indicators Database (2014) and ACER calculations

Note: Consumption level considered 4,000 kWh/year for electricity and 15,000 kWh/year for gas. 

155 Electricity and gas consumers seem to be less price sensitive in the capitals of Austria, Germany and 
Luxembourg than in other MSs, as recorded switching rates in 2013 for these capitals are loosely 
related to savings potential. The strong presence of regional incumbents may help to explain this for 
Austria and Germany. The same could be said for electricity consumers in the capitals of France and 
Poland, which are also on the list of countries where consumers arguably under-switched in 2013. 
Such behaviour might be linked to different consumer preferences or high satisfaction with their cur-
UHQW�VXSSOLHU��EXW�EDUULHUV�WR�VZLWFKLQJ�DQG�RWKHU�IDFWRUV�WKDW�LQÀXHQFH�FRQVXPHU�VZLWFKLQJ�GHFLVLRQ�
could also have been determining factors. 
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Other factors

156 It is evident that, apart from potential savings (i.e. price responsiveness), other determinants can in-
ÀXHQFH�FRQVXPHUV¶�VZLWFKLQJ�GHFLVLRQV��)RU�WKH�SUHSDUDWLRQ�RI�WKLV�005��WKH�$JHQF\�EHQH¿WHG�IURP�
WKH�VXSSRUW�IURP�%(8&��WKH�(XURSHDQ�FRQVXPHU�RUJDQLVDWLRQ��LQ�DVVHVVLQJ�WKHVH�GHWHUPLQDQWV97. 

157 The reasons for consumers not switching to the lowest price suppliers include:

�� ODFN�RI�DZDUHQHVV�RI�WKH�VLJQL¿FDQW�VDYLQJV�WKDW�FDQ�EH�PDGH�±�LQ�VRPH�FRXQWULHV��WKLV�PD\�HYHQ�
be exacerbated by the high number of retail competitors, which increases search costs;

�� FRPSOH[�WDULII�VWUXFWXUHV��WKXV�PDNLQJ�LW�GLI¿FXOW�WR�LGHQWLI\�SRWHQWLDO�VDYLQJV�
�� OR\DOW\�WR�WKHLU�LQFXPEHQW�VXSSOLHU�±�WKLV�LV�PRVW�OLNHO\�WR�EH�UHOHYDQW�LQ�FRXQWULHV�ZLWK�PXQLFLSDO�

suppliers;
�� perceived complexity of the switching process (i.e. consumers are ‘afraid’ of switching suppliers 

EHFDXVH�WKH\�IHDU�EHLQJ�FXW�RII�GXULQJ�WKH�VZLWFKLQJ�SURFHVV��±�DV�WKH\�DUH�QRW�DZDUH�RI�WKH�REOL-
gations of local distributors to guarantee uninterrupted supply; and

�� ODFN�RI�XQGHUVWDQGLQJ�RI� WKH�XQEXQGOLQJ�RI� UHWDLO�DQG�GLVWULEXWLRQ�JULG�RSHUDWLRQV�±�FRQVXPHUV�
believe that they have to remain with local incumbent suppliers to have access to technical as-
sistance and service in the case of a disruption.

158 While none of these issues alone may be responsible for low switching rates, in combination they 
deter consumers from switching. Therefore, targeting single issues rather than a range of deterrents 
may not be effective. Rather, a combination of transparent and reliable price comparison tools, bet-
WHU�LQIRUPDWLRQ�RQ�XQEXQGOLQJ�DQG�VLPSOH�HI¿FLHQW�SURFHVVHV�IRU�VZLWFKLQJ�VXSSOLHU�ZLOO�FRQWULEXWH�WR�
improving switching rates. 

159 In some countries, authorities and politicians have not been very active in promoting switching op-
portunities (or even consumer awareness of competition and the option to switch). However, other 
countries (e.g. Great Britain, Austria, Belgium, and Italy) show that public information campaigns 
and/or tariff calculation tools offered by or encouraged and supervised by regulatory authorities can 
be useful. 

160 ,Q�RWKHU�FRXQWULHV��VZLWFKLQJ�KDV�EHHQ�WULJJHUHG�E\�¿HUFHU�FRPSHWLWLRQ�LQ�WKH�PHGLD�DPRQJ�VXSSOLHUV�
(e.g. in the Czech Republic suppliers’ led strategies via increased marketing activities, which led to 
higher switching rates). 

97� )XUWKHU�H[FKDQJHV�RI�NQRZOHGJH�ZLWK�%(8&�RQ�WKLV�WRSLF�DUH�HQYLVDJHG�LQ�WKH�IXWXUH�
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Case study 2: Satisfaction with the existing supplier as a positive deterrent to switching in the 
Netherlands

The Netherlands Authority for Consumers and Markets (ACM) considers active consumers to be the 
SULPH�EHQH¿FLDULHV�RI�D�ZHOO�IXQFWLRQLQJ�PDUNHW��7KH\�SXW�SUHVVXUH�RQ�VXSSOLHUV�WR�ORZHU�WKHLU�SULFHV��
to improve the quality of services and to innovate their products. Moreover, consumers that are not 
active in the energy market are those most likely to pay higher prices (see also: Case study 3 on tariff 
surveillance). Thus, identifying switching barriers and removing them has a dual effect, helping to 
improve the functioning of the market.

Dutch household consumers98�ZKR�GR�QRW�VZLWFK�FODLP�WR�EH�YHU\�VDWLV¿HG�ZLWK�WKHLU�FXUUHQW�VXSSOLHU��
$&0�FRQGXFWHG�D�VWXG\�WR�¿QG�RXW�LI�WKLV�LV�WUXH��DQG�ZLWK�D�YLHZ�WR�WDFNOLQJ�VZLWFKLQJ�EDUULHUV�IRU�
consumers in the energy market.

The Dutch energy market for household consumers

Since the full liberalisation of the energy market in 2004, 45% of household consumers have switched 
supplier99, most of them in the past three years. In addition, 8% of consumers renegotiated their con-
tract with their current supplier and 7% sought a better offer, although they did not switch (Figure i). 

The annual household switching rate has seen a steady increase since market liberalisation, and 
rose to 13.1% in 2013, which is the highest switching activity since market opening in 2004.

Figure i:  Consumer switching behaviour in the Netherlands

 

Source: ACM, July 2014

98 Only household consumers are considered in this study.
99� 'DWD�LV�EDVHG�RQ�DQ�RQOLQH�FRQVXPHU�VXUYH\�XQGHUWDNHQ�IRU�$&0�LQ�WKH�¿UVW�KDOI�RI������

%

100

80

90

40

50

60

70

30

20

10

0
Total (n=528)

Switched supplier over last 3 years
Renegotiated contract

Looked around, but did not switch
Switched more than 3 years ago

Never switched

33% 

8% 

7% 

12% 

38% 



75

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

Consumers who switched supplier saved an average of up to 300 euros per year100. The switching 
procedure, although perceived as troublesome in the early years after the market opening, is now 
SHUFHLYHG�DV�VWUDLJKWIRUZDUG������RI�FRQVXPHUV�ZKR�VZLWFKHG�VXSSOLHU�DUH�VDWLV¿HG�RU�YHU\�VDWLV¿HG�
ZLWK�WKH�SURFHVV��'HVSLWH�WKH�¿QDQFLDO�EHQH¿WV������RI�DOO�FRQVXPHUV��H[FOXGLQJ�WKRVH�ZKR�UHQHJR-
tiated their contract, have not switched supplier, and 38% have not been active at all in the energy 
market.

Reasons for switching 

The majority of consumers switch to save money. A group of consumers who switched supplier more 
than three years ago and have not switched since, chose to do so consciously for green electricity. 
Interestingly, consumers who renegotiated the contract with their own supplier found their current 
supplier very trustworthy.

Satisfaction with current suppliers

'XWFK�FRQVXPHUV�VD\�WKH\�DUH�YHU\�VDWLV¿HG�ZLWK�WKHLU�FXUUHQW�VXSSOLHU��:KHQ�DVNHG�DERXW�WKH�OHYHO�
of service provided by their current supplier, 80% of all household consumers say that they are satis-
¿HG�RU�YHU\�VDWLV¿HG��ZKLOH�����DUH�LQGLIIHUHQW��2QO\����RI�FRQVXPHUV�DUH�XQVDWLV¿HG��6DWLVIDFWLRQ�
with their current supplier is also the main reason 62% of consumers who have never switched sup-
SOLHU�GLG�QRW�GR�VR��¿JXUH�LL���)XUWKHU�UHDVRQV�IRU�VWD\LQJ�ZLWK�WKHLU�FXUUHQW�VXSSOLHU�LQFOXGH�JRRG�TXDO-
ity service and the price of their current suppler. The group of consumers who sought better deals but 
did not ultimately switch mention other reasons for not switching: no perceived difference between 
suppliers (53%); fear of ending up paying more than promised (43%); and a time-consuming and 
bothersome switching procedure (41%). 

Figure ii:  Reasons for remaining with the current supplier

Source: ACM, July 2014

100 Based on a snapshot analysis of offers for dual-fuel on price comparison websites in March 2014.
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The question is whether this apparent satisfaction is, in fact, contentment with the current supplier, 
or whether consumers are content with the situation as it is now. A small group of consumers may 
EH�VDWLV¿HG�ZLWK�WKHLU�FXUUHQW�VXSSOLHU��EXW�WKH�PDMRULW\�JHQHUDOO\�GR�QRW�KDYH�PXFK�WR�GR�ZLWK�WKHLU�
supplier. One could argue that the satisfaction (or a part thereof) expressed by these consumers is 
in fact more a reluctance to change things as they are now, or a matter of their familiarity with some-
thing they have known (or think they have known) for a long time. This is where the effect of cognitive 
biases may play a role.

The perceived price gap trigger

Misconceptions about the savings that can be achieved when switching supplier also play a large 
role. On average, household consumers claim they would switch if they could save at least 175 eu-
ros annually; however, on average, they think that they can only save up to 82 euros annually. This 
SHUFHLYHG�SULFH�JDS�LV�D�VLJQL¿FDQW�VZLWFKLQJ�EDUULHU�DQG�FRXOG�EH�UHGXFHG�E\�LQIRUPLQJ�FRQVXPHUV�
of the actual savings which could be made (as high as 300 euros). Nevertheless, consumers do not 
base their decisions solely on rational choices. 

Cognitive biases

When consumers feel insecure about what they can do, about what choices are available, they will 
rely on heuristics, or simple shortcuts, which enables them to deal with complex issues, or things that 
they perceive as complex, such as the energy market. This can lead to cognitive biases. It is not easy 
WR�GHWHFW�FRJQLWLYH�ELDVHV�DQG�PHDVXUH� WKHLU� LQÀXHQFH�RQ�FRQVXPHUV¶� LQHUWLD��%DVHG�RQ�SUHYLRXV�
VWXGLHV�DQG�VFLHQWL¿F�OLWHUDWXUH��$&0�LV�FXUUHQWO\�IRFXVLQJ�RQ�DGGUHVVLQJ�WKUHH�FRJQLWLYH�ELDVHV�LQ�LWV�
external communication and awareness campaigns for consumers in an attempt to prompt consum-
ers to choose consciously: social proof, the status quo bias and the loss-aversion bias.

Social proof

Social proof is an important bias. One could argue that, while most consumers do not switch, the 
social standard is not to switch. Indeed, when asked, only 10% of consumers say that they would 
probably switch supplier within the next two years. However, when switching is recommended by 
family members or friends, 31% of all consumers say that they would probably switch.

Status quo and loss-aversion bias

Another bias that causes inertia is the status quo bias. Consumers tend to stick with what they know 
and are less likely to trust new energy suppliers. Only 21% of all consumers trust new and unknown 
energy suppliers. The status-quo bias is probably also the most important reason for consumers to 
renegotiate their contract with their own supplier. Closely related to the status quo bias is the loss- 
aversion bias. Consumers are, on average, risk-averse and try to minimise losses. Figure ii shows 
that 23% of all consumers do not switch because they are afraid they will ultimately pay more than 
the alternative price being offered. 
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Figure iii:  Reasons mentioned by consumers for not switching suppliers

Source: ACM, July 2014

Cognitive biases may change over time. If the current trend in switching continues, the social prefer-
ence bias will most likely shift towards a situation in which the social norm is to switch. Assuming 
that consumers start to share their positive experiences, the status quo bias will subsequently also 
change. And, consequently, the loss aversion bias will indeed also lose its grip on inertia. However, 
ACM decided not to wait for this slow and uncertain process to happen.

Switching campaign ‘You snooze, you lose’

ACM made it a priority in 2014 to address switching barriers for consumers, recognising that con-
sumer-oriented interventions affecting their switching decisions are not the only option. Energy sup-
pliers themselves can and will have to improve their offers, contracts and bills with regards to clarity, 
comparability and simplicity. ACM has already taken a number of measures to achieve this goal.

By using its national point of contact Consuwijzer.nl as the main communication channel, ACM pro-
vided consumers with the information and tools to start comparing offers from energy suppliers. 
In November 2013, Consuwijzer launched its switching campaign and used some of the insights 
into cognitive biases. The campaign employed so-called ‘nudges’101�WR�LQÀXHQFH�FRQVXPHU�VZLWFKLQJ�
EHKDYLRXU��7KH�FDPSDLJQ�YLGHR� �KWWS���\RXWX�EH�9P3�V<8T1�V��HQWLWOHG� µ,I�\RX�VQRR]H��\RX� ORVH¶�
prompts consumers to participate actively by pointing out that, by doing nothing, they will certainly 
ORVH�PRQH\��$&0�UHFRJQLVHV�WKDW�WKH�HIIHFW�RI�µQXGJLQJ¶�LV�GLI¿FXOW�WR�PHDVXUH�RU�YHULI\��VR�WKH�FDP-
SDLJQ�LV�FRQVLGHUHG�SDUW�RI�DQ�RQJRLQJ�H[SHULPHQW�DQG�D�OHDUQLQJ�SURFHVV�WRZDUGV�HIIHFWLYHO\�LQÀX-
encing consumer behaviour.

101� 1XGJHV�DUH�VXEWOH�PHVVDJHV�RU� LQFHQWLYHV�WR� LQÀXHQFH�FRQVXPHU�EHKDYLRXU��ZLWKRXW� LQWHUIHULQJ�ZLWK� WKH�FRQVXPHU¶V�
free choice. See also: Nudge: Improving Decisions about Health, Wealth, and Happiness, Richard H. Thaler, Cass R. 
Sunstein.
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Consumers’ experiences 

161 This sub-section considers the four key areas of consumers’ experience of the retail electricity and 
gas household markets and their relation to consumer engagement, i.e. switching:

�� satisfaction with electricity and gas services;
�� views on the choice of products available to them; 
�� ability to compare suppliers’ prices easily; and 
�� experience and perception of the switching process.

162 Information about consumers’ experiences is a key aspect for assessing the overall performance of 
the electricity and gas markets for households.

163 Consumers’ perception of choice can be understood as a prerequisite for consumer engagement 
ZKLOH�FRQVXPHUV¶�SHUFHSWLRQ�DERXW�WKH�HDVH�RI�VZLWFKLQJ�LQÀXHQFHV�WKHLU�HQJDJHPHQW��&RQVXPHUV¶�
views are important indicators of whether suppliers are responding adequately to changing con-
VXPHU�SUHIHUHQFHV��,I�FRQVXPHUV�DUH�QRW�VDWLV¿HG�ZLWK�WKHLU�FXUUHQW�VXSSOLHU��WKH\�DUH�PRUH�OLNHO\�WR�
switch and thereby drive competition in the market.

164 As pointed out earlier in this section, consumers’ switching behaviour depends to a great extent on 
whether they are able to make informed choices (i.e. compare various offers easily) and their ex-
perience and perception of the switching process. Without appropriate information, consumers are 
unable to make an informed choice and this, in turn, may lead to less optimal market outcomes (i.e. 
suppliers will be better able to exercise some degree of market power). Data on consumers’ experi-
ences, therefore, provide further evidence of how competition works when combined with data on 
other indicators (e.g. prices, mark-up, product differentiation, market concentration, switching, etc.). 

165 In order to assess consumers’ experiences, the Agency obtained data from a customer survey under-
taken for the European Commission’s Directorate-General Health and Consumers102 and analysed it 
to understand how competition works at the level of the individual household consumer, in particular 
with the expectation that markets exhibiting a high level of offer activity and good competition (as 
presented in previous chapters) a) serve consumers who acknowledge a good choice on the market; 
and b) serve engaged consumers (exhibiting higher switching rates). On the other hand, markets that 
are not functioning well may adversely affect consumer satisfaction and their perception of choice, 
i.e. exhibiting, on average, lower consumer satisfaction scores. 

166 7DEOH���EHORZ�VXPPDULVHV�WKH�¿QGLQJV�LQ�WKH�IRXU�NH\�DUHDV�RI�FRQVXPHUV¶�H[SHULHQFHV�ZLWK�UHVSHFW�
to the electricity and gas household markets.

102� 7KH�(&�'*�+HDOWK�DQG�&RQVXPHUV�UHJXODUO\�FRPSLOHV�D�&RQVXPHU�0DUNHW�6FRUHERDUG��ZKLFK�SURYLGHV�DW�WKH�(8�ZLGH�OHYHO�D�
quantitative assessment of how different markets work for consumers. The 2013 edition of the Market Monitoring Survey, which 
has been used as the main statistical source for the 10th edition of the Consumer Markets Scoreboard (published in June 2014) 
can be found at the following address: http://ec.europa.eu/consumers/consumer_evidence/consumer_scoreboards/market_
monitoring/index_en.htm. It should be noted that it was not possible to conduct interviews for both electricity and gas markets in 
every country as: (i) gas markets do not exist in some countries; and (ii) in some countries, these markets are monopoly markets 
DQG�WKHUHIRUH�WKH�TXHVWLRQV�RI�WKH�VZLWFKLQJ�FRPSRQHQW�DQG�WKH�FKRLFH�FRPSRQHQW�ZHUH�QRW�DVNHG�IRU�WKHVH�VSHFL¿F�PDUNHWV�
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Table 2:  Consumer perception of selected elements of the retail electricity and gas household markets 
DQG�VZLWFKLQJ�UDWHV�±�������UDWLQJV�

Source: DG SANCO (2014) and ACER calculations

Notes: 
‘Expectations’ is a dimension that measures the extent to which the market generally lives up to what consumers want, assessed with 
the question: “On a scale from 0 to 10, to what extent did the products/services on offer from different retailers/providers live up to 
what you wanted within the past year?”
µ&KRLFH¶�PHDVXUHV�LI�FRQVXPHUV�DUH�VDWLV¿HG�ZLWK�WKH�FKRLFH�RI�GLIIHUHQW�VXSSOLHUV�UHWDLOHUV�LQ�D�JLYHQ�PDUNHW�DQG�LV�DVVHVVHG�ZLWK�WKH�
question: “On a scale from 0 to 10, would you say there are enough different retailers/providers from which you can choose?”
µ&RPSDUDELOLW\¶�UHÀHFWV�WKH�DELOLW\�RI�FRQVXPHUV�WR�FRPSDUH�EHWZHHQ�SURGXFWV�RU�VHUYLFHV�DV�WKH\�DUH�RIIHUHG�E\�GLIIHUHQW�VXSSOLHUV�
or providers in the market, and implicitly includes a price and quality comparison. This topic was assessed with one question: “On a 
VFDOH�IURP���WR�����KRZ�GLI¿FXOW�RU�HDV\�ZDV�LW�WR�FRPSDUH�WKH�SURGXFWV�VHUYLFHV�VROG�E\�GLIIHUHQW�UHWDLOHUV�RIIHUHG�E\�GLIIHUHQW�VHUYLFH�
providers?” 
‘Switching’ is evaluated through actual switching behaviour and the perceived ease of switching (both for consumers who have actu-
ally switched and for consumers who have not). This component was assessed with the question: “On a scale from 0 to 10, how dif-
¿FXOW�RU�HDV\�GR�\RX�WKLQN�LW�ZRXOG�KDYH�EHHQ�ZDV�LW�WR�VZLWFK�SURYLGHU�LQ�WKH�SDVW�\HDU"´

Expectations Choice Comparability Ease of switching Switching rates (%)
E G E G E G E G E G

AT 8.3 7.8 7 6 6 5.9 6.4 6 1.8 2.4
BE 7.7 7.6 7.8 7.4 6.8 6.7 7.4 7.1 14.6 12.8
BG 4.5 7 1.6 5.2 4.6 6.9 2.1 5.9 0 0
HR 6.5 6.6 2.2 3.5 4.9 5.9 3.2 4.1 0 0
CY 6 - - - 6 - - - 0 -
CZ 7.2 7.1 7.1 7 6.5 6.4 7.4 7.1 5.7 10
DK 8.2 8.1 6.8 6 5.1 5.2 6.8 6.6 6.2 9.6
EE 6.7 7.8 6.8 3.4 5.4 6.9 5.8 4.7 0 9
FI 8.3 - 8.1 - 6.3 - 7.2 - 7.5 -
FR 7.4 7.3 7.5 7.3 7.2 6.9 7.2 6.9 2 6.1
DE 7.9 7.4 8.1 7.4 7.6 7.1 7.6 7.1 5.7 5.5
UK 6.8 7 7.4 7.5 6 6.2 6.5 6.8 12.3 10.2
GR 5.8 7.4 - 5.7 5.7 7 - 6.2 0.1 0
HU 6.7 6 5.5 5.4 6.3 5.7 4.3 4.6 0 1.5
IE 7.5 7.2 6.3 5.7 6.3 6.4 7.4 7.1 11.3 17.7
IT 6.8 6.9 6 5.9 5.6 6.4 6.4 6.3 7.6 5.5
LV 7.4 7.5 2.1 3.4 4 5.7 2.5 3.4 0 0
LT 7.5 8.2 4.6 - 8.1 8.7 3.8 - 0 0.1
LU 8 7.5 7.5 7.4 7.2 7.6 7.4 7.5 0.1 0
MT 6.9 - - - 6.7 - - - 0 -
NL 8 7.6 8.3 7.6 6.6 6.6 7.2 6.8 13.1 13.1
NO 7.1 - 8.3 - 6.2 - 8.1 - 15.3 -
PL 6.9 7.2 4.8 5 6 6.8 5.3 5.6 1 0
PT 6.8 7.5 5.6 5.4 6 6.6 6.1 6.2 26.8 6.5
RO 6.6 6.9 4.6 3.5 7 6.9 4.5 4.1 0 -
SK 7.8 7.9 7 6.5 7.1 7.9 6.8 6.8 3.6 6.2
SI 8.4 8.4 7.5 7.4 7.4 7.9 7.6 7.6 3.9 5.1
ES 5.8 6.9 4.7 4.9 5 5.9 5.8 6.3 12.8 12.4
SE 8 - 8.6 - 5.7 - 7 - 10.7 0.5

Average 7.2 7.4 6.2 5.9 6.2 6.7 6.1 6.1 5.6 5.6
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167 The above results show that markets in Belgium, the Czech Republic, the Netherlands, Norway and 
Sweden are markets with engaged electricity household consumers (relatively high switching rates) 
who perceive their markets to be functioning well103. The same is true for Belgian, Dutch, French, 
German, Slovakian and Slovenian gas household consumers, showing higher switching rates and 
good consumer perception of the market.

168 Consumers in Finland, Luxembourg, Slovakia and Slovenia also show a positive experience and 
view of the electricity and gas markets according to the four categories analysed in their respective 
countries (i.e. they are the highest scoring countries over all elements). This, however, may not al-
ways affect their actions (for example, lower switching rates for electricity household consumers in 
Luxembourg, Slovakia and Slovenia, despite the high overall consumer perception scores).

169 British, Portuguese and Spanish electricity and gas consumers could be perceived as the most 
critical consumers in Europe, having switched the most despite their relatively low ratings of the per-
ceived choice and/or comparability of offers on the market. 

170 Bulgaria, Croatia, Hungary and Romania are clearly at the bottom of the ranking. The large differ-
ence between the scores for different elements is a clear indication that the performance in these 
markets is highly country-dependent, and thus that it is possible, through actions on a national basis, 
to improve. 

171 &RQVXPHUV�LQ�%XOJDULD��&URDWLD��/DWYLD�DQG�5RPDQLD�DUH�SDUWLFXODUO\�GLVVDWLV¿HG�ZLWK�WKH�FKRLFH�RI�
suppliers104��7KHVH�¿QGLQJV�DUH�LQ�OLQH�ZLWK�WKH�DQDO\VLV�SUHVHQWHG�LQ�6HFWLRQ��������ZKLFK�DOVR�VKRZV�
that consumers in these countries have no choice at all or very little. 

172 7KH�UHVXOWV�RI�WKH�FRQVXPHU�VXUYH\�DOVR�VXJJHVW�WKDW�FRQVXPHUV�LQ�PDQ\�06V�GR�QRW�¿QG�WKH�SULFH�
comparisons and switching process easy. It is important that pricing information be transparent, 
relevant and accurate for the consumers who use it, particularly where it underpins the decision to 
switch supplier. 

103 Average scores higher than 7.
104 Consumers in countries where consumers have no choice of supplier (i.e. where only one supplier exists) are not asked this 

question.
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2.4 Barriers to efficient retail market functioning 

173 This section analyses the barriers that still hinder retail market integration and some of the possible 
LPSURYHPHQWV�WKDW�FRXOG�IDFLOLWDWH�WKHLU�EHWWHU�IXQFWLRQLQJ��,Q�WKLV�UHJDUG��WKH�VHFWLRQ�DQDO\VHV��¿UVW��
WKH� GLIIHUHQW� EDUULHUV� WKDW� VXSSOLHUV�PD\� IDFH�ZKHQ� HQWHULQJ� QHZ�(8�06� UHWDLO�PDUNHWV� �6HFWLRQ�
��������WKHQ�SURYLGHV�DQ�XSGDWH�RI�WKH�VLWXDWLRQ�RI�UHJXODWHG�UHWDLO�SULFHV�DFURVV�(8��6HFWLRQ��������
DQG�¿QDOO\�SURYLGHV�LQVLJKWV�LQWR�WKH�SRWHQWLDO�RI�GHPDQG�UHVSRQVH�VROXWLRQV��6HFWLRQ���������

2.4.1 Barriers to cross-border entry into retail energy markets

174 The 2nd edition105 of the MMR analysed the level of foreign presence in national retail markets and 
SRLQWHG�RXW�WKH�ODFN�RI�FURVV�ERUGHU�HQWU\�LQWR�(8�06V�UHWDLO�HQHUJ\�PDUNHWV�LQ�JHQHUDO��6LQFH�FURVV�
border entry into retail energy markets has the potential to improve competitiveness, it is important to 
identify and assess barriers and obstacles to cross-border entry and expansion. 

175 In view of this, the Agency commissioned a study to perform a range of in-depth interviews based on 
D�TXHVWLRQQDLUH�RI����TXHVWLRQV�ZLWK����FDUHIXOO\�VHOHFWHG�(8�VXSSOLHUV�WKDW�KDYH�HQWHUHG�DGMDFHQW�
cross-border retail markets. In the interviews, they expressed their experience with cross-border 
market entry barriers in electricity and gas106�� ,W� LV�ZRUWK�PHQWLRQLQJ�WKDW�WKH�UHSRUWHG�¿QGLQJV�DUH�
EDVHG�RQ�WKH�SHUFHSWLRQV�LGHQWL¿HG�IURP�WKH�PHQWLRQHG�VXSSOLHUV¶�RSLQLRQV�DQG�WKDW�IXUWKHU�UHVHDUFK�
is needed to validate the legitimacy of the individual barriers mentioned in each MS. However, all of 
the reported barriers were mentioned by more than one interviewee. 

Customer behaviour

176 2QH�SUREOHP�SHUFHLYHG�E\�VXSSOLHUV�LV�WKH�GLI¿FXOW�DFFHVV�WR�PDUNHW�LQIRUPDWLRQ�IRU�FXVWRPHUV��HV-
SHFLDOO\�IRU�SUR¿OHG107 customers. This is based on the fact that reliable price comparison tools do not 
exist in some of the MSs108 (e.g. Croatia, France and Romania). Other interviewees expressed con-
cern about missing communication between NRAs and customers (e.g. announcements of market 
liberalisation and its consequences for market participants). Hence, according to these suppliers, in 
some countries, customers are not aware that they can change their energy provider, e.g. in Croatia 
and Poland. 

177 ,Q�RWKHU�FDVHV��LQWHUYLHZHHV�FODLP�WKDW�WKHUH�DUH�XQMXVWL¿HG�IHDUV��H�J��LQ�WHUPV�RI�VHFXULW\�RI�VXSSO\��
which are even reinforced by NRAs due to the lack of transparent unbundling/branding rules (for 
H[DPSOH��WKH�VDPH�QDPH�RI�IRUPHU�VWDWH�RZQHG�SURGXFHU�GLVWULEXWRU�DQG�UHWDLOHU�LQ�&URDWLD�±�+(3�
*URXS��RU�VLPLODU�QDPHV�LQ�)UDQFH�±�(')�DQG�(5')���(YHQ�LI�FXVWRPHUV�LQWHQG�WR�FKDQJH�WKH�VXS-
SOLHUV��WKHUH�PD\�EH�DGGLWLRQDO�EDUULHUV��VXFK�DV�GLI¿FXOW�DQG�QRQ�WUDQVSDUHQW�VZLWFKLQJ�SURFHGXUHV��
e.g. in France, Italy, Slovakia and Slovenia, long termination periods (e.g. in Germany, Poland and 
Hungary) or cease charges for customers (Poland). 

105 See: MMR 2012, pages 29 and 142.
106 E-Bridge (2014), Barriers to cross-border entry into retail energy markets, October: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOB

documents/Acts_of_the_Agency/References/Barriers_to_cross_border_entry_Final_Report.pdf. 
107� 3UR¿OHG�FXVWRPHUV��FXVWRPHUV�ZLWK�VWDQGDUG�ORDG�SUR¿OHV��L�H��KRXVHKROGV�DQG�VPDOO�EXVLQHVV�XQLWV��
� 1RQ�SUR¿OH�FXVWRPHUV��LQWHQVLYH�HQHUJ\�FXVWRPHUV�ZLWK�DQ�LQGLYLGXDO�GHPDQG�IRUHFDVW��LQGXVWULDO�SODQWV�DQG�JHQHUDWLRQ��
108� ,Q�VRPH�06V��SULFH�FRPSDULVRQ�WRROV�H[LVW��EXW�DFFRUGLQJ�WR�WKH�VXSSOLHUV� LQWHUYLHZHG��WKHVH�LQVWUXPHQWV�DUH�QRW�VXI¿FLHQWO\�

reliable to give customers adequate information.
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Regulatory framework

178 A key concern often expressed by interviewees is the lack of access to relevant information for new 
entrants. In some countries, there is a perception that relevant data are lacking, e.g. customer data-
bases in Bulgaria and France or price information/statistics in Croatia, the Czech Republic, Hungary, 
Poland and Slovakia. In this context, it was additionally pointed out that in most MSs important infor-
mation and documents are available only in the respective local language, and not in English. This 
problem seems to be particularly relevant for Eastern and Southern European markets. 

179 Retail price regulation is another key barrier, which, according to most of the interviewees, results 
in very low or negative retail margins. This means that regulated prices are too low and often even 
below wholesale price levels. This is especially perceived in Croatia, Hungary, Poland, Latvia, Lithu-
ania, Italy and France. Regulatory periods are sometimes too long and, in some countries the price 
FDOFXODWLRQ�IRU�UHJXODWHG�UHWDLO�LV�SHUFHLYHG�DV�QRQ�WUDQVSDUHQW�DQG�PRUH�LQÀXHQFHG�E\�SROLWLFDO�GHFL-
sions than by market-based and economically rational considerations (especially in Eastern Europe). 

180 In addition to the application of price regulation, interviewees mentioned a second reason for (too) 
low margins, which is intense competition (e.g. in Austria, Belgium, Germany and the Netherlands). 
This cannot be perceived as a barrier to entry in a classic economic point of view, but it may hinder 
further market entries nevertheless.

181 $QRWKHU�LVVXH�REVHUYHG�LV�WKH�GLI¿FXOW�DQG�WLPH�FRQVXPLQJ�OLFHQVLQJ�SURFHGXUH�IRU�HQWUDQWV�EDVHG�RQ�
WKH�UHTXLUHPHQWV�RI�15$V��$ORQJ�ZLWK�WKH�VLJQL¿FDQW�EXUHDXFUDF\�DQG�WKH�TXDQWLW\�RI�GRFXPHQWV�WKDW�
have to be provided, detailed reporting obligations and various licenses are requested (e.g. Bulgaria, 
Croatia, the Czech Republic, Spain, Hungary, Italy, Poland, Romania and Slovakia). For example, 
LQ�VRPH�FRXQWULHV��LW�LV�PDQGDWRU\�WR�SURYLGH�DQ�RI¿FLDO�WUDQVODWLRQ�RI�OHJDO�GRFXPHQWV��3RODQG���RU�D�
resident lawyer is required (the Czech Republic and Spain; in Croatia, a local taxable subsidiary is 
even required). Additional issues for smaller entrants are requirements concerning high bank guar-
antees in order to obtain a license (e.g. in Hungary). 

182 In addition, in some countries there is a perceived high degree of uncertainty about future regulatory 
developments. The interviewees mentioned the non-transparent decision-making process, which is 
RIWHQ�LQÀXHQFHG�E\�SROLWLFLDQV��HVSHFLDOO\�LQ�(DVWHUQ�(XURSH���%XW��DOVR�IRU�:HVWHUQ�(XURSH��UHJXODWRU\�
changes are often alleged as short-term and characterised by ex-post de facto amendments (France, 
,WDO\�RU�WKH�1HWKHUODQGV���UHVXOWLQJ�LQ�KLJK�DQG�XQSUHGLFWDEOH�¿QDQFLDO�FRQVHTXHQFHV�IRU�VXSSOLHUV��

183 High environmental obligations are not regarded as a high entry barrier. However, some of the inter-
YLHZHHV�ODPHQW�WKH�ODFN�RI�KDUPRQLVDWLRQ�RI�HQYLURQPHQWDO�UXOHV�REOLJDWLRQV�DFURVV�WKH�(8��DV�WKH\�
perceive these obligations in several countries to be yet another tax imposed on them (Germany was 
cited in particular). It was also mentioned that the impossibility of cross-border trading in environmental 
FHUWL¿FDWHV��IRU�HOHFWULFLW\��LV�D�SRWHQWLDO�EDUULHU�WR�HQWU\��,Q�VXPPDU\��WKH�VWDELOLW\�RI�WKH�UHJXODWRU\�IUDPH-
ZRUN�DQG�IHDU�RI�SROLWLFDO�LQÀXHQFH�DUH�WKH�PDLQ�IDFWRUV�KLQGHULQJ�IXUWKHU�FURVV�ERUGHU�PDUNHW�HQWULHV�

Wholesale markets

184 ,Q�JHQHUDO��ZKROHVDOH�UHJXODWLRQ�LV�SHUFHLYHG�DV�D�VLJQL¿FDQW�EDUULHU�WR�HQWU\��7KLV�LQFOXGHV��IRU�H[-
ample, obligations/quotas regarding the country of origin of traded natural gas in Poland, or political 
LQÀXHQFH��E\�WKH�LQFXPEHQW�H�J��(')�RQ�ZKROHVDOH�SULFH�UHJXODWLRQ�LQ�)UDQFH��$5(1+����
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185 As some important documents are not available in English, language issues are also a crucial point 
IRU�JULG�DFFHVV��6RPH�LQWHUYLHZHHV�DOVR�PHQWLRQHG�FRPSOH[�DQG�GLI¿FXOW�DFFHVV�WR�WKH�JULG�GXH�WR�
high reporting obligations, especially in Eastern Europe. Other problems are complex network codes 
and high IT requirements. 

186 The access to cross-border capacities and associated regulation also play a relevant role for po-
tential entries. Such barriers were explicitly mentioned for France, Hungary and Eastern Europe in 
general.

187 Another important issue is the liquidity of energy markets. In particular, it was frequently stated that 
GRPLQDQW�LQFXPEHQWV�DQG�ODFN�RI�GLYHUVL¿FDWLRQ�LQ�SRZHU�SURGXFWLRQ�DUH�UHVSRQVLEOH�IRU�LOOLTXLG�PDU-
kets (Bulgaria, Croatia, Hungary, Romania and Slovenia). Furthermore, disrupted exchanges are 
barriers to entry and expansion (especially in Eastern Europe). In Croatia, for example, no OTC mar-
ket exists, while the OTC market in Romania is dominated by a state-owned incumbent. In Slovenia, 
future trading products do not exist and, Croatia has no power exchange at all. 

188 Moreover, barriers to entry due to balancing regimes were stated by interviewees. In particular, bal-
ancing is still underdeveloped (poor quality and complex access to requested data in Romania and 
Poland) and, often, very expensive for retailers (Austria, Bulgaria, Croatia and France), especially in 
gas markets. Due to portfolio effects, these barriers are even higher for smaller suppliers (and hence 
for potential new entrants). Additionally, high storage obligations (for gas) are mentioned as an issue 
for many interviewees, and were especially mentioned for Bulgaria, France and Poland. 

189 7KH�H[LVWHQFH�RI�D�WUDQVSDUHQW�DQG�IXQFWLRQLQJ�ZKROHVDOH�PDUNHW�±�HVSHFLDOO\�H[FKDQJHV�DQG�DFFHVV�
WR�FURVV�ERUGHU�FDSDFLWLHV�±�VLJQL¿FDQWO\�LQÀXHQFHV�WKH�GHFLVLRQ�WR�HQWHU�D�QHZ�PDUNHW��

Additional challenges

190 In the last section of the questionnaire, the interviewees had the opportunity to state other relevant 
SUREOHPV�ZKLFK�PD\�SUHYHQW��FURVV�ERUGHU��HQWULHV�LQWR�WKH�UHWDLO�HQHUJ\�PDUNHWV�RI�WKH�(8��,Q�HV-
VHQFH��PRVW�RI�WKH�LVVXHV�PHQWLRQHG�DERYH�ZHUH�FRQ¿UPHG�E\�WKH�DQVZHUV��,Q�DGGLWLRQ��WKH�ODFN�RI�
standardisation of contracts (e.g. between supplier and DSOs), processes and reporting obligations 
FRQFHUQLQJ�PDUNHW�HQWULHV�LQ�WKH�YDULRXV�06V�DSSHDU�WR�EH�VLJQL¿FDQW�EDUULHUV�WR�PDUNHW�HQWU\��

191 7KLV�LV�HVSHFLDOO\�UHOHYDQW�IRU�UHODWLYHO\�VPDOO�PDUNHW�SOD\HUV��DV�WKHLU�SOD\LQJ�¿HOG�LV�HYHQ�PRUH�UH-
stricted. They generally do not have the required national expert knowledge and external expertise 
is costly for them. 

192 Moreover, it has become apparent that uncertainty about future regulatory developments is often 
greater for foreign than for local entrants Foreign retailers have fewer contacts with NRAs than lo-
cal retailers, which increases their information disadvantage. They need local native speakers as 
contacts to be updated on developments in the regulatory framework. The process is sometimes too 
FRPSOH[�WR�IROORZ�IRU�IRUHLJQ�SRWHQWLDO�PDUNHW�HQWULHV��WKH�8QLWHG�.LQJGRP�LV�PHQWLRQHG�KHUH���7KH�
IHDU�RI�XQH[SHFWHG�SROLWLFDO�LQÀXHQFH�RQ�WKH�UHJXODWRU\�IUDPHZRUN�DOVR�SOD\V�D�PDMRU�UROH�LQ�WKH�ORZ�
entry level of foreign retailers.
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Overcoming the barriers 

193 0RVW�LQWHUYLHZHHV�LGHQWL¿HG�DV�YHU\�LPSRUWDQW�WKH�QHHG�IRU�PDUNHW�GHVLJQV�RI�(8�UHWDLO�HQHUJ\�PDU-
kets to be harmonised in order to reduce barriers to entry and expansion. It was frequently men-
WLRQHG� WKDW� LW�ZRXOG�EH�D�SRZHUIXO�VLPSOL¿FDWLRQ� LI�PDUNHW�HQWULHV�DQG�H[LWV�DQG� WKH� LQYROYHG� OHJDO�
frameworks, licensing procedures, reporting obligations and supplier processes were harmonised 
WKURXJKRXW�WKH�(8��VHH�&DVH�VWXG\���RQ�UHWDLO�PDUNHW�LQWHJUDWLRQ�LQ�WKH�1RUGLF�DUHD���

194 It was accepted by the interviewees that the MSs need an opportunity for particular arrangements to 
KDQGOH�ORFDO�VSHFL¿FV��+RZHYHU��LW�ZDV�VWUHVVHG�WKDW��IRU�WKLV�SXUSRVH��LW�LV�YHU\�LPSRUWDQW�WR�GH¿QH�
general principles (e.g. licensing procedures). 

195 It is also perceived as important that all relevant documents be available in English and data ex-
change standardised. In addition, common requirements for the switching procedure for customers 
VKRXOG�EH�GH¿QHG�LQ�D�VLPSOH�DQG�WUDQVSDUHQW�ZD\��

196 Another important issue is a strong commitment to full privatisation and price liberalisation in order 
WR�SUHYHQW�SROLWLFDO�LQÀXHQFH�RQ�UHWDLO�HQHUJ\�PDUNHWV��ZKLFK�RIWHQ�UXQ�FRXQWHU�WR�VRXQG�HFRQRPLF�
principles. Various interviewees desire stricter monitoring of NRAs and the transparency of their deci-
sions by the Agency. 

197 Regarding gas, it was mentioned that larger bidding zones and virtual balancing zones as well as a 
reduction in storage obligations may help to overcome barriers to entry. However, for electricity, more 
PDUNHW�FRXSOLQJ�DQG�D�VSHFL¿F�KDUPRQLVDWLRQ�RI�5(6�VXSSRUW�VFKHPHV�VHHPV�WR�EH�SURPLVLQJ�

198 2YHUDOO��WKH�PRVW�LPSRUWDQW�SHUFHLYHG�EDUULHUV�WR�HQWHULQJ�UHWDLO�HQHUJ\�PDUNHWV�DW�WKH�(8�OHYHO�VHHP�
to be the lack of harmonisation of MSs regulatory frameworks, the persistence of retail price regula-
tion, high uncertainty concerning future regulatory developments and the low liquidity of wholesale 
PDUNHWV��SDUWLFXODUO\�LQ�WKH�OHVV�GHYHORSHG�PDUNHWV��7KH�LQWHUYLHZHHV�DOVR�LGHQWL¿HG�ORZ�PDUJLQV�DQG�
VWLII�FRPSHWLWLRQ�DV�LVVXHV�LQ�VSHFL¿F��PRUH�GHYHORSHG�PDUNHWV���
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Case study 3: Retail market integration in the Nordic area

The energy regulators of the Nordic area109 have decided to harmonise the Nordic retail markets with 
a view to increase and diversify product choice, enhance opportunities from switching, to achieve 
JUHDWHU�HI¿FLHQF\�GHULYLQJ�IURP�DXWRPDWHG�DQG�VLPSOH�VZLWFKLQJ�SURFHGXUHV�DQG�WR�DFKLHYH�JUHDWHU�
cohesion of the wholesale and retail market.

In 2006, a non-legal entity for improving cooperation was established: the Nordic Energy Regulators 
(NordREG). It is based on voluntary agreements between the regulators and is supported by the Nor-
dic ministers for energy. NordREG works towards a common harmonised retail market in the Nordic 
region through its working programme covering the following four areas: retail markets, wholesale 
and transmission, network regulation and market surveillance. 

As part of its work, NordREG reviews the conditions for the establishment of the most economically 
EHQH¿FLDO�FRPPRQ�HQG�XVHU�PDUNHW�IRU�1RUGLF�FXVWRPHUV��7KURXJK�KDUPRQLVHG�VROXWLRQV��WKH�PDLQ�
goal is to eliminate the key entry barriers for stakeholders in the electricity market, with the aim of 
enhancing customer involvement and choice. NordREG’s view is that a harmonised Nordic retail 
market should be based on a supplier centric model110��DV�LW�LV�FRQVLGHUHG�D�PRGHO�ZLWK�VLJQL¿FDQW�
advantages for the Nordic customers, electricity companies and the Nordic society generally. 

Outcomes of NordREG work – A Nordic supplier centric model 

Between 2006 and 2007 NordREG mainly worked on issues related to system operators handling of 
emergency situations, congestion management and the beginning of the development of a common 
Nordic balance settlement. There was also a need to establish a solid foundation for the wholesale 
market so that the next steps could be taken towards a Nordic retail market. 

,Q������1RUG5(*�PDGH�D�VWXG\�RQ�WKH�FRVWV�DQG�EHQH¿WV�RI�D�1RUGLF�UHWDLO�PDUNHW�ZKLFK�GHPRQ-
VWUDWHG�QHW�EHQH¿WV��DQG�WKLV�OHG�WR�D�JUHDWHU�HPSKDVLV�RQ�FRQVLGHULQJ�PHDVXUHV�ZKLFK�ZRXOG�HQDEOH�
the development of a common market. NordREG developed a market design for the harmonised 
Nordic retail market in 2009. In line with European developments, NordREG made in 2010 an imple-
mentation plan for a Nordic retail market, a report on grid investments in a Nordic perspective and 
¿QGLQJ�FRPPRQ�JURXQG�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH��rd energy package. 

Since 2011 NordREG has analysed different retail market models, commissioned several studies 
and held several public consultations that have led to the publication of several recommendations 
LQ�¿YH�DUHDV�DFFRUGLQJ�WR�GHWHFWHG�KDUPRQLVDWLRQ�QHHGV��7KHVH�¿YH�DUHDV�DUH���L��&XVWRPHUV�ELOOLQJ�
mechanism; (ii) Supplier switching conditions; (iii) Market players information exchange and metering 
UHDGLQJ�VHWWLQJV���LY��&XVWRPHUV���PDUNHW�SOD\HUV�LQWHUIDFH��DQG��Y��,QIRUPDWLRQ�H[FKDQJH�±�D�QDWLRQDO�
point of information. The next steps involve the members implementing these recommendations.

In the spring of 2014 NordREG made a study into how far the members have come in the implemen-
tation towards a supplier centric model. The table below summarises the results.

109� 7KH�1RUGLF� DUHD� ±� FRPSULVLQJ� RI� 'HQPDUN�� )LQODQG�� 1RUZD\� DQG� 6ZHGHQ� ±� FRQVLVW� RI� DOPRVW� ���PLOOLRQ� HOHFWULFLW\�
FXVWRPHUV�FRQVXPLQJ�DERXW�����7:K�SHU�\HDU��7KH\�DUH�SURYLGHG�E\�DV�PXFK�DV�����GLIIHUHQW�±�SUHGRPLQDQWO\�QDWLRQDO�
±�HOHFWULFLW\�VXSSOLHUV��ZLWK� ODUJHU�FRPSDQLHV��VXFK�DV�)RUWXP��(21�DQG�9DWWHQIDOO�DQG�D�IHZ�H[FHSWLRQV� L�H��VPDOOHU�
companies with customers in more than their own country.

110 A supplier centric model means that the supplier will be the stakeholder that interacts with the customer with regards to 
for example switching, moving and billing.
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Table i.Overview of implementation progress of the supplier centric model in the Nordic countries-2014

Information exchange Combined Billing Moving Switching

DK
Data hub was introduced 
2013. New version will be 
launched Oct. 2015.

Combined billing is 
planned to be introduced 
Oct. 2015.

The supplier has taken care 
of the moving processes 
since 1 March 2013.

Supplier centric with the 
implementation of the 
wholesale model Oct. 
2015

FI

Project to investigate 
future information 
exchange model will be 
¿QLVKHG�E\�WKH�HQG�RI�
2014. Decision on the 
future model will be done 
after that.

No legislation done or 
planned

Will be initiated after 
investigation regarding 
future information 
exchange model has been 
chosen.

Will be initiated after 
investigation regarding 
future information 
exchange model has been 
chosen.

NO

Establishment of data 
KXE�LV�XQGHUZD\�DQG�ZLOO�
be operational from Oct. 
2016.

&XUUHQWO\�EHLQJ�UHYLHZHG��
Proposal will be delivered 
within 2014.

Will be changed when the 
data hub is operational.

Will be changed when the 
data hub is operational.

SE

Ei has proposed a 
centralized information 
exchange model to the 
Government 19 June 2014.

Ei has proposed 
combined billing to the 
Government.

Ei has proposed that 
the supplier should take 
care of the move out and 
move in process to the 
Government.

Supplier centric switching 
process is implemented.

Source: NordREG’s work towards a harmonised Nordic retail market – Roadmap update and national implementation monitor-
ing. NordREG, 2014

Challenges Ahead

The harmonisation towards a common Nordic retail market is scheduled to be carried out in three 
phases:

1. NordREG proposing recommendations after extensive consultations;
2. Nordic MSs political commitments and national decisions on their implementation; and
3. National Nordic market adaption of the recommendations.

In order to better coordinate the different recommendations, NordREG has developed a target model 
framework for different areas, such as, for example, billing and information exchange provisions. 

When Nordic recommendations are issued by NordREG, it has been agreed that each national 
regulator must take them into account for developing the provisions in their individual national retail 
electricity market. Since the work is supported by the ministries, the policy makers will also take full 
account of NordREG’s opinions. There is however, no common Nordic energy legislation so the im-
plementation must be carried out in national laws which in turn demands a high level of commitment 
E\�WKH�PLQLVWULHV��7KLV�PDNHV�LW�PRUH�FKDOOHQJLQJ�WR�VHW�D�¿QDO�GHDGOLQH�IRU�D�IXOO\�KDUPRQLVHG�1RUGLF�
electricity market. 

NordREG’s vision is that, following implementation of a harmonised Nordic retail market, all Nordic 
HOHFWULFLW\�FXVWRPHUV�ZLOO�EHQH¿W�IURP�D�IUHH�FKRLFH�RI�VXSSOLHUV�DQG�HQHUJ\�VHUYLFH�FRPSDQLHV�DORQJ�
with competitive prices, and reliable supply and energy services through the Nordic and European 
electricity market.
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2.4.2 End-user price regulation111 

199 As expressed by the surveyed suppliers in the previous section (2.4.1), regulated prices can impact 
the development of competition in retail markets. Price regulation may reduce suppliers’ margins 
(even without pushing them to negative levels), as these may be set at a different level than the 
resulting supply and demand forces would produce. It may also dampen entry incentives, increase 
investor uncertainty and/or prompt consumers to disengage from the switching process. Regulated 
SULFHV�DFW�DV�D�IRFDO�SRLQW�DURXQG�ZKLFK�FRPSHWLQJ�VXSSOLHUV�DUH�DEOH�WR�FOXVWHU�DQG�±�DW�OHDVW�LQ�PDU-
NHWV�ZLWK�VWURQJ�FRQVXPHU�LQHUWLD�±�WKLV�VLWXDWLRQ�PLJKW�FRQVLGHUDEO\�GLOXWH�SULFH�FRPSHWLWLRQ�

200 5HJXODWHG�SULFHV�VKRXOG�EH�VHW�DW�OHYHOV�ZKLFK�DYRLG�VWLÀLQJ�WKH�GHYHORSPHQW�RI�D�FRPSHWLWLYH�UHWDLO�
market. They must be consistent with the provisions of the 3rd Package, and should be removed 
ZKHUH�D�VXI¿FLHQW�OHYHO�RI�UHWDLO�FRPSHWLWLRQ�LV�DFKLHYHG��

201 This section provides: (i) an update on the status of regulated end-user prices for households; (ii) a 
FDVH�VWXG\�µ7DULII�RYHUVLJKW�LQ�D�IXOO\�OLEHUDOLVHG�PDUNHW�±�WKH�'XWFK�H[SHULHQFH¶��DQG��LLL��D�VHOHFWLRQ�RI�
case studies with factual examples of how regulated end-user prices for households were removed 
in the Czech Republic, Estonia and Ireland. 

Progress in 2013 

202 According to the information received from NRAs, during 2013, end-user price regulation for electric-
ity households was removed in two MSs (Estonia and Greece). Moreover, according to the Italian 
NRA, household end-user prices for electricity and gas in Italy should no longer be considered as 
regulated. Therefore, as of 31 December 2013, household end-user price regulation existed in 15 
countries (out of 29) for electricity and in 15 countries (out of 26) for gas.

203 As pointed out in last year’s report, the full opening of the Estonian electricity market with no price 
regulation for all customers was achieved from 1 January 2013. 

204 In Greece, from 30 June 2013 electricity low voltage end-user prices (households and small enter-
prises) are no longer regulated112. The only exceptions to this rule are end-user prices for vulnerable 
customers. 

205 ,Q�,WDO\��D�VLQJOH�EX\HU��$FTXLUHQWH�8QLFR��LV�UHVSRQVLEOH�IRU�SURFXULQJ�HOHFWULFLW\�WR�FRYHU�WKH�UHTXLUH-
ments of the standard offer market (‘mercato di maggior tutela’), i.e. to supply domestic and small 
business consumers who did not switch away from the standard offer (about 72% of all consumers 
DQG�����RI�¿QDO�HQHUJ\�YROXPHV���7KLV�HOHFWULFLW\�LV�SURFXUHG�RQ�WKH�PDUNHW�DQG�UHVROG�WR�VWDQGDUG�
RIIHU�UHWDLOHUV�LQ�DFFRUGDQFH�ZLWK�GLUHFWLRQV�IURP�WKH�15$�DW�SULFHV�ZKLFK�UHÀHFW�WKH�VLQJOH�EX\HU¶V�
UHFRJQLVHG�FRVWV��LQFOXGLQJ�SURFXUHPHQW�FRVWV��7KH�SUR¿W�PDUJLQ�RI�VWDQGDUG�RIIHU�SULFHV�HTXDOV�WKH�
cost of entry of a new entrant into the market and is based on estimates provided by the single buyer 
and the Italian NRA. According to the latter, Italian standard offer prices (i.e. reference prices) are 
based entirely on market conditions and do not distort competition among suppliers. However, the 
standard offer prices may still be a focal point for suppliers and be considered by consumers as a 
“safer” option than competing offers, including by new entrants. In this respect, standard offer prices, 

111 In this report, a regulated end-user price is considered as a price subject to regulation or control by a public authority (e.g. 
JRYHUQPHQW�RU�15$��DV�RSSRVHG�WR�D�SULFH�GHWHUPLQHG�H[FOXVLYHO\�E\�VXSSO\�DQG�GHPDQG��7KLV�GH¿QLWLRQ�LQFOXGHV�PDQ\�GLIIHUHQW�
forms of price regulation, such as the setting or approval of prices by an authority, the standardisation of prices or combinations 
of these.

112 This is based on law 4038/2012. Prior to this change, electricity retail prices were regulated by a decision of the Ministry 
of Environment, Energy and Climate Change, after the Regulatory Authority for Energy’s recommendation, according to law 
4001/2011.
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while not necessarily distorting competition between suppliers, may still reduce the propensity of 
consumers to switch towards better offers. A similar approach was introduced in Spain in December 
2013 (see paragraph (214) below).

206 ,Q�������WKH�OLEHUDOLVDWLRQ�RI�WKH�HOHFWULFLW\�PDUNHW�LQ�3RUWXJDO�HQWHUHG�LWV�¿QDO�VWDJH�ZLWK�WKH�SKDV-
ing out of regulated tariffs for household consumers, with a view to creating conditions for effective 
competition. However, there is a transition period until the end of 2015 for low-voltage customers 
with contracted power not exceeding 10.35 kVA, i.e. mainly households. During the transitional pe-
riod, customers who have not yet chosen a supplier in the market will continue to be supplied by the 
HQHUJ\�VXSSOLHU�RI�ODVW�UHVRUW�DW�D�WUDQVLHQW�UDWH�¿[HG�E\�(56(��WKH�3RUWXJXHVH�15$��2Q�WKLV�SHULRG��
ERSE will publish, transitory tariffs every quarter. Economically vulnerable customers retain the right 
to be supplied at regulated prices. 

207 In most MSs where price regulation still exists, the regulator sets the level or methodology of the 
regulated price, but in Belgium, France, Greece, Hungary and Spain, these are set by the govern-
ment, while the regulator only gives an opinion. 

208 0RVW�(8�06V�PDLQWDLQ�D�GXDO�PDUNHW�VWUXFWXUH�ZKHUH�UHJXODWHG�DQG�QRQ�UHJXODWHG�PDUNHWV�DUH�SUH-
sent: in these countries, household consumers have the choice of being supplied at regulated prices 
or the liberalised market price. However, the option to switch to market prices is still not possible for 
gas households in Bulgaria, Greece and Latvia.

209 Despite the fact that, in the majority of MSs, switching to unregulated price is possible, most house-
hold consumers continue to stay on regulated prices. The relative level of prices determines con-
sumers’ incentives to switch between the regulated and non-regulated segment of the market. If the 
regulated price is lower than the liberalised market price, consumers have no incentive to switch to 
unregulated prices and vice versa. In a number of European countries, particularly in Eastern Eu-
rope, regulated end-consumer prices have historically been below cost; therefore, little scope has 
existed for an unregulated competitive market to emerge. 

210 Special regulated prices for vulnerable consumers aimed at protecting low-income consumers who 
spend a large proportion of their incomes on energy exist in several countries (i.e. ten in electricity 
and three in gas), but the percentages of consumers paying these special tariffs are relatively low. 

211 Latvia, Lithuania, Poland and Slovakia have adopted roadmaps for the removal of price regulation in 
electricity. In Romania, under the power price deregulation calendar, the share of electricity delivered 
at liberalised market prices was introduced in six stages for industrial consumers from September 
2012 to 2013 and in ten stages for households between July 2013 and the end of 2017. A number of 
other countries (e.g. France and Romania) are also working towards the removal of price regulation. 
,Q�6SDLQ��RQ����'HFHPEHU�������WKH�QHZ�(OHFWULFLW\�$FW�PRGL¿HG�WKH�ODVW�UHVRUW�WDULIIV�IRU�HOHFWULF-
ity and introduced the PVCP (Precio Voluntario Pequeño Consumidor or Voluntary price for small 
consumers) for electricity households. This price includes the energy cost (price resulting in the spot 
market during the period), access tariffs and other charges. In Denmark, according to the proposal113 
deregulation in 30 of the 39 default supplier areas will take place by 1 October 2015 in conjunction 
with the termination of the new tendered obligations of supply. For the remaining 9 areas, the regula-
tion will end in May 2017, when the old obligations to supply the default supplier product expire. 

113 The proposal for deregulating electricity retail prices was adopted by parliament in June 2014.
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212 Roadmaps for the removal of retail price regulation in the gas household market are also in place in 
several MSs. Ireland has set clear dates for price deregulation (the latest competition review from 
the CER indicates that deregulation of the sector could take place in July 2014), while Romania 
proposed a calendar for phasing out regulated prices from mid-2014 (for industrial consumers) and 
end 2018 (for households). These roadmaps show that their removal at the European level will be 
achieved sooner in electricity than in gas, as MSs are showing more commitment to removing regu-
ODWHG�HOHFWULFLW\�SULFHV��,Q�������WKH�OLEHUDOLVDWLRQ�RI�WKH�JDV�PDUNHW�LQ�3RUWXJDO�HQWHUHG�LWV�¿QDO�SKDVH�
with the phasing out of regulated tariffs for household consumers, with a view to creating conditions 
for effective competition. However, there is a transitional period until the end of 2015 for low-pressure 
customers with an annual consumption below 500 m3, essentially households. During this transition-
al period, customers who have not yet chosen a supplier market will continue to be supplied by the 
HQHUJ\�VXSSOLHU�RI�ODVW�UHVRUW�DW�D�UDWH�¿[HG�E\�WKH�(56(�WUDQVLHQW��,Q�WKLV�SHULRG��(56(�ZLOO�SXEOLVK�
transitory tariffs every quarter. Economically vulnerable customers will retain the right to be supplied 
at regulated prices.

213 In a minority of MSs (e.g. Great Britain, Germany, the Netherlands, the Czech Republic, Slovenia 
and the Nordic countries) retail prices are fully liberalised, and there is no government intervention 
apart from social security policies.

Case study 4: Tariff oversight in a fully liberalised market – the Dutch experience

Introduction

‘Tariff Surveillance’ was introduced with the liberalisation of the Dutch retail energy market in July 
2004114 because of the concern that a sizeable group of consumers might not take advantage of the 
opportunity to change supplier, and could therefore be vulnerable to unreasonably high tariffs once 
the market opened. Still today, ACM observes that, even with potential savings as high as 314 eu-
ros, 56% of consumers have not changed supplier. Tariff Surveillance requires all (new) tariffs to be 
VXEPLWWHG�WR�$&0��ZKLFK�PD\�DVVHVV�WKHP��,I�$&0�GHHPV�D�VSHFL¿F�WDULII�XQUHDVRQDEO\�KLJK��LW�PD\�
set a maximum tariff. The combination of opening up the retail market for competition and arrang-
ing some sort of safety net to prevent unreasonably high tariffs required a balanced approach to the 
implementation of the legislation.

Principles

,Q�LPSOHPHQWLQJ�WKH�OHJLVODWLRQ��$&0�GH¿QHG�VHYHUDO�SULQFLSOHV�WKDW�PXVW�EH�DSSOLHG�WR�7DULII�6XUYHLO-
lance in a liberalised retail market. The basic principle is that Tariff Surveillance should be imple-
mented with as little effect as possible on the development and functioning of the market. This means 
that suppliers should be able to set their tariffs freely, within the range of what is reasonable.

Moreover, price differences are necessary in order to motivate consumers to choose different suppli-
HUV�RU�FRQWUDFWV��$GGLWLRQDOO\��WKH�LPSOHPHQWDWLRQ�PLQLPLVHV�WKH�LPSDFW�RQ�VXSSOLHUV¶�SURGXFW�GH¿QL-
tion and innovation.

114 The Dutch Electricity Act (Section 95b) and the Dutch Gas Act (Section 44) provide the legal basis for this scheme.
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With these principles in mind, Tariff Surveillance is designed as a safety net that shaves off the edges of 
the price spectrum, thus preventing unreasonably high tariffs where competition does not already do so. 

Implementation

To mitigate the effect on the suppliers’ price-setting, ACM initially assesses the reasonableness of 
tariffs based on an undisclosed benchmark model which incorporates wholesale prices, operational 
and capital expenses, and a reasonable margin. The model is undisclosed to avoid the risk of be-
coming a ‘focal’ point in price-setting behaviour for certain groups of customers. This applies espe-
cially to customers not active in the market. 

Suppliers are free to set any tariff they wish, and to offer them on the market. However, they have 
to submit all tariffs to ACM for assessment. Tariffs are initially assessed with the general benchmark 
model. Modelling a reasonable tariff in a dynamic and complex environment, such as the energy sec-
tor with continuous product innovation, requires extensive investigation after the initial assessment. 
7KLV�LQYHVWLJDWLRQ�PD\�EH�FRPSOHWHG�E\�$&0�FRQFOXGLQJ�WKDW�WKH�VSHFL¿F�WDULII�LV�QRW�XQUHDVRQDEOH��
Alternatively, the retailer may decide to change the initial tariff. In 2013, this happened in only two 
cases (out of thousands of individual tariffs). ACM has never needed to use its ultimate power to set 
D�VSHFL¿F�PD[LPXP�WDULII��$&0�KLJKOLJKWV�WDULIIV�RQO\�LI�WKH\�VHHP�XQXVXDOO\�KLJK��DQG�GRHV�QRW�DS-
prove tariffs that are not. In practice, this procedure means that the conclusion that a tariff is unrea-
sonably high is always drawn ex post. 

ACM recognises that Tariff Surveillance can have a potential impact on market initiatives. However, 
the Dutch market shows that, in practice, Tariff Surveillance offers enough room for tariff differen-
tiation. For instance, ACM’s energy report for the second half of 2013 reveals that, for all types of 
FRQWUDFWV��SHUPDQHQW�RU�¿[HG�WHUP�FRQWUDFWV���SULFH�GLIIHUHQFHV�DUH�VXEVWDQWLDO115. Also, the existence 
of Tariff Surveillance does not cause a barrier for new suppliers to enter the market. As of 31 De-
cember 2013, there are 43 suppliers for gas and electricity on the Dutch market. Serving just over 7 
million household connections, this number can be considered high. Furthermore, Tariff Surveillance 
has little effect on the room for developing new and innovative products, since ACM updates the 
benchmark model continuously because of changing market circumstances, and ACM seeks practi-
cal ways to facilitate the introduction of innovative price concepts, such as prices based on daily spot 
market prices or competitor’s prices.

Recent developments

In 2004, the Dutch legislature considered that a group of consumers would not take advantage of the 
opportunity to change supplier once the market had opened. Even today, 56% of consumers have not 
changed supplier. Therefore, this group of consumers is potentially vulnerable to unreasonably high 
tariffs. Besides getting the basics right (billing and switching procedures), it is very important that these 
consumers become active in order to stimulate competition. ACM focuses on what is needed to en-
able these consumers (and other consumers) to make a well-informed and conscious choice. Based 
on ACM’s research, consumers lack simple, clear, easily comprehensible and comparable offers, 
contracts and bills in order to make a well-informed and conscious choice116. Empowered consumers 
enhance competitive pressure on suppliers, who risk consumers switching away if prices are too high. 

115 In the case of electricity and natural gas (dual-fuel), the price difference between the costliest and the cheapest permanent 
FRQWUDFW��PHDVXUHG�LQ�0DUFK�������ZDV�����HXURV�SHU�\HDU��,Q�WKH�FDVH�RI�¿[HG�WHUP�FRQWUDFWV��SULFH�GLIIHUHQFHV�YDULHG�
between 69 and 314 euros, depending on term lengths.

116 See also the Dutch case study on switching (Case study 2).
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Case study 5: The path to deregulation in the Czech electricity market

The liberalisation of the Czech electricity market is governed by Act No 458/2000 on the conditions 
of business and state administration in the energy industries, which is based on Directive 2003/54/
EC. Opening the electricity market means in practice that the originally protected consumers whose 
HOHFWULFLW\�SULFHV�ZHUH�VHW�E\�WKH�15$��WKH�(QHUJ\�5HJXODWRU\�2I¿FH��HYHU\�\HDU��KDYH�WXUQHG�LQWR�
eligible consumers with the right to select their electricity supplier. For these customers, only the 
network component of the resulting electricity price is still subject to regulation.

Directive 2003/54/EC, which was transposed into the Energy Act, required the ownership or at least 
strong legal unbundling of the regulated activities of electricity transmission and distribution from 
electricity generation and sales, which are not subject to regulation. This requirement was imposed 
on the incumbent integrated power companies in the Czech Republic. 

Full market opening and removal of price controls 

The opening of the electricity market in the Czech Republic started on 1 January 2002. Since then, 
the various categories of what had originally been protected customers have gradually become eligi-
ble consumers with the right to select their electricity supplier. The electricity market, offering supplier 
switching opportunities, was opened for customer categories as follows:

�� From 1 January 2002, consumers with an annual consumption of over 40 GWh;
�� From 1 January 2003, consumers with an annual consumption of over 9 GWh; 
�� From 1 January 2004, all consumers with continuous metering of consumption, except for 

households; 
�� )URP���-DQXDU\�������DOO�¿QDO�FRQVXPHUV�H[FHSW�IRU�KRXVHKROGV��DQG
�� )URP���-DQXDU\�������DOO�¿QDO�FRQVXPHUV�LQFOXGLQJ�KRXVHKROGV�

7KH�IXOO�RSHQLQJ�RI�WKH�HOHFWULFLW\�PDUNHW�FUHDWHG�WKH�QHHG�WR�LQIRUP�¿QDO�FXVWRPHUV�DERXW�WKH�RS-
portunity to switch their supplier and also, and above all, about the process of migrating to a different 
VXSSOLHU��7KH�(QHUJ\�5HJXODWRU\�2I¿FH�WKHUHIRUH�SRVWHG�RQ�LWV�ZHEVLWH�HDV\�WR�IROORZ�JXLGDQFH�IRU�
¿QDO�KRXVHKROG�FRQVXPHUV�LQ�FDVH�WKH\�GHFLGHG�WR�VZLWFK�WKHLU�HOHFWULFLW\�VXSSOLHU��7KH�2I¿FH�DOVR�
posted a list of electricity traders from which consumers could select their supplier.

In connection with the completed process of opening the electricity market and the Energy Regulatory 
2I¿FH¶V�HIIRUW�WR�SURYLGH�FRQVXPHUV�ZLWK�WKH�PRVW�FRPSUHKHQVLYH�LQIRUPDWLRQ�IRU�WKHLU�GHFLVLRQV�RQ�
VXSSOLHU�VHOHFWLRQ��WKH�2I¿FH�DOVR�SRVWHG�DQ�LQWHUDFWLYH�UHDG\�UHFNRQHU�RI�HOHFWULFLW\�VXSSO\�WDULIIV��8V-
ing this application, low-demand consumers connected to the low-voltage level can compare, on the 
basis of the details entered (the distribution rate, the annual consumption), the costs of electricity sup-
SO\�IURP�YDULRXV�VXSSOLHUV��DQG�¿QG�WKH�EHVW�VXSSOLHU�LQ�UHODWLRQ�WR�WKH�QDWXUH�DQG�VL]H�RI�WKHLU�GHPDQG�

Path to deregulation

214 This section provides a selection of case studies with factual examples of how regulated end-user 
prices for households were removed in the Czech Republic, Estonia and Ireland. These case studies 
were drafted by NRA experts from these countries.
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Customer protection measures 

In the wake of increasing competition in the market, electricity traders initially used relatively aggres-
VLYH�PHWKRGV�WR�DFTXLUH�FXVWRPHUV�E\�ZD\�RI�SHGGOLQJ��L�H��GRRU�WR�GRRU�VHOOLQJ��DQG�¿[HG�WHUP�FRQ-
tracts, which had not been used until then. For many customers who were not knowledgeable about 
the energy sector, when pressured by multiple peddlers and having terminated an already executed 
¿[HG�WHUP�FRQWUDFW��WKLV�PHDQW�KDYLQJ�WR�SD\�SHQDOWLHV�WR�WKH�RULJLQDO�WUDGHU��

7KHUHIRUH��WKH�(QHUJ\�$FW�ZDV�DPHQGHG�WR�LQFOXGH�D�SURYLVLRQ�UHÀHFWLQJ�WKH�DERYH�GHYHORSPHQWV�
and establishing certain rights for consumers to protect them, and imposing certain matching obliga-
WLRQV�RQ�WUDGHUV��8QGHU�WKLV�SURYLVLRQ��WUDGHUV�PXVW�SXEOLVK��LQ�D�ZD\�HQDEOLQJ�UHPRWH�DFFHVV��WKHLU�
terms and conditions of gas and electricity supply and their gas and electricity supply prices no later 
than 30 days before the effective date of any changes thereto. The provision also requires traders 
to allow consumers a non-discriminatory choice of the method of payment for their gas or electricity 
supply. When billing advance payments for gas or electricity supply, traders must set advance pay-
ments proportionately to consumption in the preceding comparable billing period, but not exceeding 
the gas or electricity consumption reasonably expected in the next billing period.

Main developments 

Figure i below shows the trend in prices from 2005, when there was a gradual opening of the electric-
ity market for businesses and then, from 2006, for all consumers. The chart shows the evolution of 
WKH�XQUHJXODWHG�SULFH�RI�HQHUJ\�DQG�UHJXODWHG�FRPSRQHQWV�RI�WKH�¿QDO�UHWDLO�SULFH�±�L�H��GLVWULEXWLRQ�
feeds, charges for system services and market operator and support of renewables sources. These 
values imply a gradual price increase for consumers in this category (i.e. consumers on low voltage 
±�KRXVHKROGV�DQG�VPDOO�EXVLQHVVHV���,Q�������VRPH�UHJXODWHG�FRPSRQHQWV��HVSHFLDOO\�GLVWULEXWLRQ�
prices, but also prices to support renewables, were reduced.

)LJXUH�L��� 'HYHORSPHQW�RI�SULFHV�IRU�UHWDLO�FRQVXPHUV�±�����±������.F�0:K�
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Competition has evolved in the retail market, with more and more businesses seeking to supply 
electricity to customers. In the wake of the market’s opening, suppliers mainly relied on door-to-door 
sales; however, they currently resort to advertising campaigns, participation in mass-scale electronic 
auctions for groups of consumers and the acquisition of weaker competitors in order to expand.

In 2013, the number of consumers switching suppliers (see Figure i) dropped by approximately 
100,000 on a year-on-year basis, following a few years of increasing supplier switching rates. This 
VLWXDWLRQ�FDQ�EH�DWWULEXWHG�WR�WKH�IDFW� WKDW�FRQVXPHUV�FDQQRW� WHUPLQDWH�¿[HG�WHUP�FRQWUDFWV��VXFK�
terminations being liable to high penalties, and also the saturation of the market, where many cus-
tomers have already selected the energy supplier that is best for them.

)LJXUH�LL��� 6ZLWFKLQJ�DFWLYLW\�±�����±������WRWDO�QXPEHU�RI�VZLWFKHV�DQG���

 

6RXUFH��(QHUJ\�5HJXODWRU\�2I¿FH�������

7KH�(QHUJ\�5HJXODWRU\�2I¿FH�FXUUHQWO\�UHJLVWHUV�VRPH�����OLFHQFHV�DZDUGHG�IRU�WUDGLQJ�LQ�HOHFWULFLW\��
but only 50 of these traders supply electricity to more than 100 supply points. Therefore, these trad-
ers can be regarded as active electricity suppliers focused on low-demand customers. The largest 
number of consumers are supplied by the dominant electricity suppliers, who are legally unbundled, 
but still vertically integrated with distributors in terms of ownership. Since 2006, especially two “new” 
traders, Bohemia Energy entity, s.r.o. and Centropol Energy, a.s. increased the number of consum-
HUV�VLJQL¿FDQWO\��7KHVH�FRPSDQLHV�VXSSO\�HOHFWULFLW\�WR�DSSUR[LPDWHO\���������VXSSO\�SRLQWV�

Summary

The Czech electricity market was fully liberalised on 1 January 2006. On the supply side, the market 
shows active suppliers who apply different selling strategies and engage in take-overs, while two 
new suppliers entered the market. In 2013, the demand side saw a gradual stabilisation of consumer 
switching compared to 2012. The end price for customers did not decrease, primarily due to the high 
level of support for renewable energy sources, which is part of the non-contestable component of 
WKH�¿QDO�SULFH�
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Case study 6: Path to deregulation – Estonia (electricity market)

Prior to the full opening of the electricity market in 2013, a campaign to raise consumer awareness 
was organised and run by the Government. This campaign, from November 2011 to January 2013, 
included advertising, direct mailing, brochures, publications webpage, regular public opinion surveys, 
event marketing (i.e. a promotional strategy that involves face-to-face contact between companies 
and their customers at special events like concerts, fairs, and sporting events) and a telephone in-
formation service. The campaign provided consumers with practical information and was targeted to 
all residential consumers, including consumers in rural areas, elderly people, the Russian-speaking 
population, young people and business consumers.

The phases of the campaign were:

�� 3KDVH����SUHVHQWLQJ�WKH�RSHQLQJ�RI� WKH�HOHFWULFLW\�PDUNHW�±�HQHUJ\�VHFXULW\��REOLJDWLRQV�DULVLQJ�
IURP�(XURSHDQ�8QLRQ�PHPEHUVKLS��FRPSHWLWLRQ��

�� Phase 2: how to be prepared: monitoring energy consumption, consider ways to save energy, 
what the electricity bill consists of;

�� Phase 3: practical information for consumers: what to keep in mind when choosing a supplier, 
switching supplier; and 

�� Phase 4: follow-up: actual process of opening the market; how to respond when consumers took 
no steps before market opening.

A logo for the opening was branded. More than 20 suppliers signed a good-will agreement. A public 
webpage (www.avatud2013.ee) was created and a banner campaign launched. Quarterly studies 
were done on the risks and awareness of consumers; booklets and special edition hand-outs added 
to national and local newspapers; cooperation with Estonian National Broadcasting and articles, 
interviews; continuous press releases were developed.

The subsequent removal of regulated retail prices 

In connection with the market opening in 2013, an information exchange platform (data warehouse) 
was created in 2012, which was an important precondition for enabling Estonian electricity consum-
ers to switch electricity suppliers. The data warehouse is a digital environment administered by a 
system operator. Through the data warehouse, information exchange on the electricity market takes 
place in order to change the supplier and transmit the metering data. The data warehouse ensures 
that switching is effective and takes into account the principles of equal treatment.

The Electricity Market Act was amended to protect consumers and introduced a universal service 
regulation. The aim of this service was to avoid household consumers (i.e. those with a low voltage 
connection and a main circuit breaker of up to 63A) being left without an electricity supply if they did 
not choose a supplier. 

8QLYHUVDO�VHUYLFH�LV�WKH�VHOOLQJ�RI�HOHFWULFLW\�WR�KRXVHKROG�RU�VPDOO�FRQVXPHUV�E\�WKH�QHWZRUN�RSHUDWRU�
or by a seller designated by the network operator on the basis of the standard conditions for universal 
service approved by the Competition Authority. The price for universal service is formed according 
WR�WKH�PDUNHW�RU�SRZHU�H[FKDQJH�SULFH��WR�ZKLFK�MXVWL¿HG�FRVW�DQG�UHDVRQDEOH�SUR¿W�DUH�DGGHG�E\�
WKH�QHWZRUN�RSHUDWRU�VHOOHU��7KH�&RPSHWLWLRQ�$XWKRULW\� LV�REOLJHG�WR�YHULI\� MXVWL¿FDWLRQ�RI�WKH�ODWWHU��
The seller is required to disclose the basis for price formation every month, by the 9th day of the 
subsequent month.
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The main developments in the market since (full) price deregulation

The opening of the electricity market brought along many new electricity suppliers, which has made 
WKH�PDUNHW�PRUH�FRPSHWLWLYH��DQG�FRQVXPHUV�KDYH�IUHHGRP�RI�FKRLFH��,Q�������WKHUH�ZHUH�¿YH�LQGH-
pendent suppliers and, in 2013, 15, and 34 network operators licensed to sell electricity. 

Since the opening of the market, the market share of the biggest electricity market supplier, Eesti 
Energia AS, has decreased, from 79.4% in 2012. In 2013, the balance portfolio of Eesti Energia AS 
was on average 71.9%, and in January 2014, approximately 60%. The rate of consumer switching 
was 5% in 2013 for the household and small business market. 

In 2012, the average regulated electricity price in Estonia was 3.15 cents/kWh, but in 2013, there 
was a remarkable increase in the price. In 2013, on the open market (Nord Pool Spot Estonia area), 
the average price was 4.31 cents/kWh. Thus, the electricity price increased by approximately 37% in 
�����FRPSDUHG�WR�������,Q�WKH�¿UVW�KDOI�RI�������WKH�DYHUDJH�HOHFWULFLW\�SULFH�ZDV�������FHQWV�N:K��
The decrease in price was mainly affected by the launching of EstLink2 undersea cable between 
Estonia and Finland.

EstLink2, which became operational at the beginning of 2014, increased the electricity transmission 
capacity between Estonia and Finland by nearly 1,000 MW. Opening a second undersea cable will 
not necessarily mean a more favourable price for electricity in Estonia, but will result in the price 
equalisation of the Estonian and Finnish stock exchanges on the Nord Pool Spot market. According 
to data from the Nord Pool Spot, power exchange prices in Estonia and Finland were the same on 
the day-ahead market for 97.8% of the time in May; the same indicator in April showed an equiva-
lence for 96.8% of the month.

Summary

In the assessment by the Competition Authority, the opening of the electricity market in Estonia 
began successfully. The open electricity market along with the stronger connections with Nordic 
countries enable stronger competition between producers, more transparent and lower prices for 
FRQVXPHUV�DQG�HQVXUHV�WKH�IXO¿OPHQW�RI�WKH�SUHFRQGLWLRQV�IRU�D�ZHOO�IXQFWLRQLQJ�HOHFWULFLW\�PDUNHW�

Case study 7: Path to deregulation – Ireland (electricity and gas markets)

Background

Historically, in Ireland, electricity and gas were supplied to all customers connected to the electricity 
and gas distribution network by the state-owned incumbents, ESB and Bord Gáis Eireann, respectively. 

,Q�WKH�PLG�����V��WKH�(8�VHW�RXW�UHTXLUHPHQWV�IRU�06V�JUDGXDOO\�WR�RSHQ�XS�WKHLU�HOHFWULFLW\�DQG�JDV�
markets117��,Q�)HEUXDU\�������DV�D�¿UVW�VWHS�LQ�WKLV�SURFHVV��WKH�,ULVK�HOHFWULFLW\�PDUNHW�ZDV�RSHQHG�WR�
allow customers using 4GWh or more of power per year to choose their own supplier. With resulting 
positive developments and increased levels of competition, market opening gradually increased and 

117� (8�'LUHFWLYHV�������(&����������(&�DQG���������(&�
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all segments of the market were opened to full retail competition in 2005.

During this period, the Commission for Energy Regulation (CER) continued to regulate each of the 
LQFXPEHQW�VXSSOLHU¶V�HOHFWULFLW\�DQG�JDV�WDULIIV�WKURXJK�WKH�VHWWLQJ�RI�DQQXDO�DOORZDEOH�¿[HG�UHYHQXH��
which was largely based on numbers of consumers. 

Recognising the increased level of competition in the Irish retail electricity market, changing market 
dynamics and the progressive transition to a fully deregulated market, CER set out proposals on 
changes to the form of regulation to apply until such time as all markets had been deregulated. A key 
consideration in this process was the CER’s commitment to retaining appropriate regulatory controls 
WR�VXSSRUW�FRPSHWLWLRQ�DQG�SURWHFW�GRPHVWLF�FRQVXPHUV��7DULIIV�FRQWLQXHG�WR�EH�VHW�RQ�D�FRVW�UHÀHF-
tive basis, in a transparent framework, with continued regulatory oversight. 

This process, along with transposition of the 3rd Package, which underpinned the transition of the 
regulatory system from an ex-ante to an ex-post one, with the CER having expanded market monitor-
ing, ultimately led to full deregulation of the electricity market and gas market in April 2011 and July 
2014, respectively. 

The roadmap to deregulation

In 2009, CER consulted on proposals for a roadmap for deregulation118. Subsequently, in April 2010 
and June 2011, CER published its decision on the deregulation of the Irish retail electricity and gas 
markets, respectively119. The Roadmap set out the competitive milestones for the deregulation of 
business and domestic energy sectors, ending the obligations of price control, with regulated tariffs, 
on the incumbent energy suppliers120,121. 

With the key considerations of supporting competition and protecting consumers to the fore, CER 
VHW�RXW�WKH�IROORZLQJ�FULWHULD�WR�GHFLGH�RQ�WKH�GHUHJXODWLRQ�RI�WKH�VSHFL¿F�PDUNHWV�LQ�ERWK�HOHFWULFLW\�
and gas:

(i) A market must have at least active three suppliers active; and

(ii) A market must have a minimum of 2 independent suppliers, each of which has at least a 10% 
share122; and

(iii) For electricity, for each of the business markets, ESB supply companies must have a percent-
age market share of 50% or less; in the domestic market, the percentage market share is 60% or 
less, conditional on the removal of the ESB brand from the retail market. For gas, BG Energy’s non-
domestic sector share by volume must be less than 50%; in the domestic market, this share is 60%, 
or 55%, conditional on the rebranding of BG Energy.

118 See: http://www.cer.ie/docs/000818/cer09189.pdf.
119� ,Q�WKH�JDV�5RDGPDS��ZKLOH�WKH\�DUH�WKH�VDPH�DV�HOHFWULFLW\��WKH�FULWHULD�ZHUH�LQGLFDWLYH��7KLV�ZDV�¿QDOLVHG�LQ�$SULO�����

See: CER/13/096.
120 For gas, this is a discretionary power conferred on the CER in Section 6 of the Gas Act 2002.
121 The unbundled entities of ESB Customer Supply, ESB Primary Energy Supply and Bord Gáis Energy.
122 In electricity, the independent supplier must have at least a 10% share of the load (GWh) in the relevant market. In 

gas, each must have at least a 10% share of volume consumption for the Fuel Variation Tariff and Non-Daily Metered 
Industrial & Commercial markets or a 10% share by consumer numbers in the Residential market.
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(iv) Switching rates must be greater than 10% in the domestic market for both electricity and gas.

In conjunction with the Roadmaps, CER published detailed competition reviews. These reviews set 
the criteria against the various markets to determine if the threshold as set out in the Roadmap to 
Deregulation had been met. This review concluded that: (a) the electricity and gas business markets 
had met the criteria and, therefore, were deregulated in October 2010 and Oct 2011, respectively 
and; (b) the retail domestic markets had not yet met the threshold and therefore CER would continue 
to monitor competition in this regard until the threshold for deregulation had been met.

Next steps for the roadmap to deregulation

&(5�UHFRJQLVHG�WKH�QHHG�WR�FRQYH\�WR�VWDNHKROGHUV�WKH�VSHFL¿F�VWHSV�DQG�ZRUN�LQYROYHG�WR�GHOLYHU�
DQG�VXVWDLQ�PDUNHW�GHUHJXODWLRQ��VSHFL¿FDOO\�E\�SURYLGLQJ�WKHP�ZLWK�WKH�UHOHYDQW�LQIRUPDWLRQ�DERXW�
the regulatory environment and the coming changes in order to avoid regulatory uncertainty. In June 
2010 and in May 2013, for the electricity and gas markets, respectively, CER published the ‘Next 
Step for the Roadmap to Deregulation’ which set out the work programme to be followed by CER and 
WKH�DVVRFLDWHG�WLPHOLQHV��6SHFL¿FDOO\��WKH�ZRUN�SURJUDPPH�FRYHUHG�WKH�IROORZLQJ�NH\�DUHDV��OHJLVOD-
tion and licence changes, a consumer communications plan, domestic tariff regulation, competition 
reviews, consumer protection consultation, supplier rebranding, market monitoring and global ag-
gregation123.

&(5�FRQVLGHUHG� WKDW� WKH� XOWLPDWH� DLP�RI� GHUHJXODWLRQ� LV� WR� EHQH¿W� FRQVXPHUV�� VR� WKH�ZRUN� SUR-
gramme places particular emphasis on consumer protection issues and associated suppliers’ obliga-
WLRQV��&(5�FRQVXOWHG�VSHFL¿FDOO\�RQ�WKLV�WRSLF��VR�WKDW�GHFLVLRQV�LQ�WKLV�UHJDUG�FRXOG�EH�LQFRUSRUDWHG�
in parallel with the deregulation process124.

Full deregulation and consumer protection

,Q�LWV�GHFLVLRQ�SDSHU�'RPHVWLF�0DUNHW�'HUHJXODWLRQ��SXEOLVKHG�LQ�0DUFK�������&(5�FRQ¿UPHG�WKDW�
DOO�GHUHJXODWLRQ�FULWHULD�KDG�EHHQ�PHW�DQG�WKH�¿QDO�SKDVH�RI�WKH�GHUHJXODWLRQ�RI�WKH�UHWDLO�HOHFWULFLW\�
market would occur on 4 April 2011. It was noted that in the previous competition review it had ex-
pected that the incumbent electricity supplier (now known as Electric Ireland after successfully being 
rebranded) would have met the 60% threshold for the domestic market by April. 

Similarly, based on the latest competition review from CER, the criteria for the deregulation of the 
GRPHVWLF�JDV�PDUNHW�KDG�UHFHQWO\�EHHQ�IXO¿OOHG��$V�D�UHVXOW��GHUHJXODWLRQ�RI�WKH�VHFWRU�WRRN�SODFH�RQ�
1 July 2014 (BGE met the 55% threshold for domestic market share).

Further to the outcome of the customer protection consultation process, CER decided to implement a 
number of additional measures to ensure customer protection in the deregulated market. The meas-
ures are designed to provide customers with the information they require to actively engage with the 
PDUNHW�DQG�EHQH¿W�IURP�FRPSHWLWLRQ��7KH�GHFLVLRQV�WKDW�SODFHG�REOLJDWLRQV�RQ�VXSSOLHUV�DUH�FROODWHG�
and prescribed in the Electricity & Natural Gas Suppliers Handbook published by CER125. 

123 See: http://www.cer.ie/docs/000207/cer10083.pdf and http://www.cer.ie/docs/000002/cer13123a.pdf.
124 See: http://www.cer.ie/docs/000004/cer11057.pdf.
125� 6SHFL¿FDOO\��WKH�+DQGERRN�VHWV�RXW�UHTXLUHPHQWV�XQGHU�&RQGLWLRQ����RI�WKH�(OHFWULFLW\�VXSSO\�OLFHQFH�DQG�&RQGLWLRQ����RI�

the Natural Gas Supply Licence when preparing terms and conditions of supply (for household consumers), their Codes 
of Practice and Customer Charters.
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Conclusion and future arrangements

All business market segments in electricity and gas have been fully deregulated for the past number 
of years. The domestic electricity sector has been fully deregulated in Ireland since April 2011 and, 
most recently, the domestic gas market in July 2014. Since the full deregulation of the electricity 
PDUNHW��WKHUH�KDV�EHHQ�D�VLJQL¿FDQW�LQFUHDVH�LQ�WKH�OHYHOV�RI�FRQVXPHU�VZLWFKLQJ�EHWZHHQ�VXSSOLHUV��
which were some of the highest in Europe126��7R�HQVXUH�WKDW�FRQVXPHUV�EHQH¿W�IXOO\�IURP�WKH�GHUHJX-
lation of the electricity and gas markets, it is important that CER adequately monitor competition on 
an on-going basis (as provided for in legislation)127.

In December 2013, CER published a consultation paper which proposed an enhanced market moni-
toring framework128. This paper outlines CER’s proposals with regard to the indicators that it propos-
es to collect from suppliers and networks to form a new market monitoring framework. Best practice 
guidelines were used as building blocks for the framework (ERGEG guidelines). In addition to these 
EHVW�SUDFWLFH�JXLGHOLQHV��&(5�WRRN�LQWR�DFFRXQW�WKH�VSHFL¿FV�RI�WKH�,ULVK�UHWDLO�PDUNHWV��OHDGLQJ�WR�D�
tailored framework for this jurisdiction. The subsequent decision paper in this regard was published 
in July 2014, and CER plans to implement the additional market monitoring requirements over the 
next year. 

Consumer protection is a key obligation of CER’s remit in a deregulated market place. Therefore, 
alongside market monitoring, CER has: (a) set up regular consumer stakeholder meetings to inform 
stakeholders of CER’s upcoming work streams and any public consultations that will be held over 
the following months that are of relevance to domestic consumers, while providing an opportunity for 
more active participation in CER’s consultation process; (b) as provided for in legislation, a dispute 
resolution service for consumers with an unresolved dispute with their supplier or network operator, 
which also allows CER to gauge levels of consumer satisfaction in the market; and (c) commissioned 
annual consumer surveys to further aid CER’s understanding of consumers’ opinions. 

In conclusion, the CER recognises that the deregulation of the electricity and gas markets has had a 
positive impact on consumers in Ireland through competitive pricing129. However, there is still a need 
to ensure that this remains, and equally, that consumers are protected in an increasingly competi-
tive market. CER is committed to continuing this work though the consumer care functions and the 
enhanced market monitoring proposals outlined.

126 See: MMR 2012, page 151.
127� 6�,��1R������RI������±�(XURSHDQ�&RPPXQLWLHV��,QWHUQDO�0DUNHW�LQ�(OHFWULFLW\��5HJXODWLRQV������
128 See: http://www.cer.ie/docs/000885/Market%20Monitoring%20in%20the%20Electricity%20and%20Gas%20Retail%20

Markets%20Consultation%20Paper(CER13302).pdf.
129 According to the ACER/CEER MMR 2012 report, Ireland had the highest switching rates in Europe, and price competition 

was intense (highest potential savings from switching suppliers).
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2.4.3 Demand-side flexibility 

215 ,QWHJUDWLRQ�RI�GHPDQG�VLGH�ÀH[LELOLW\� �'6)�� LV�DQ� LPSRUWDQW� FRPSRQHQW� LQ� WKH�(8¶V�VWUDWHJ\� IRU�D�
transition towards a low-carbon economy130��$W�WKH�(8�OHYHO��'6)�LV�¿UPO\�JURXQGHG�LQ�WKH�(OHFWULFLW\�
Directive131�DQG�WKH�(QHUJ\�(I¿FLHQF\�'LUHFWLYH132��,W�VKRXOG�UHVXOW�LQ�VLJQL¿FDQW�HI¿FLHQF\�JDLQV��DV�
well as improve the functioning of IEM. The Agency has commissioned a study to assess the state of 
SOD\�RI�'6)��ZKLFK�LGHQWL¿HV�WKHVH��SRWHQWLDO��EHQH¿WV�EDVHG�RQ�H[LVWLQJ�OLWHUDWXUH�RQ�HOHFWULFLW\�DQG�
JDV��7KLV�VHFWLRQ�VXPPDULVHV�WKH�¿QGLQJV�RI�WKH�VWXG\133. 

216 7KH�VWXG\�GLVWLQJXLVKHV�EHWZHHQ�LPSOLFLW�'6)�DQG�H[SOLFLW�'6)��,PSOLFLW�'6)�PHDQV�ÀH[LELOLW\�WKDW�
is implicitly valued, e.g. when consumers choose to change their consumption in response to time-
EDVHG�SULFH�VLJQDOV��([SOLFLW�'6)��RIWHQ�FDOOHG�GHPDQG�VLGH�UHVSRQVH��'65���PHDQV�ÀH[LELOLW\�WKDW�
is explicitly rewarded in the market, e.g. when customers are requested to change their demand in 
response to a system operator signal. The distinction is blurred in the case of real-time prices.

217 Within this dichotomy, DSF takes several forms. DSF may include demand change, time-shifting de-
PDQG��HPEHGGHG�JHQHUDWLRQ��IXHO�VXEVWLWXWLRQ�DQG�HI¿FLHQF\�VFKHPHV��,W�PD\�DOVR�EH�GLVWLQJXLVKHG�
by its purpose, its means of operation and the speed and duration of response. In electricity, DSF is 
FKDUDFWHULVHG�E\�VKRUW�UHVSRQVH�WLPHV�DQG�UHODWLYHO\�VKRUW�GXUDWLRQV�RU�UHVSRQVH��8VXDOO\��WKH�VKRUW-
est timescales of response require DSR, since implicit DSF does not usually operate at that level. In 
gas, useful response times and durations of response are longer, since balancing takes place over 
a whole day.

218 Flexibility of various forms delivers several valuable services in energy systems, such as reliability, 
DQG�WKH�HI¿FLHQW�EDODQFLQJ�RI�VXSSO\�DQG�GHPDQG��'6)�LV�RQH�RI�VHYHUDO�PHWKRGV�RI�GHOLYHULQJ�ÀH[-
LELOLW\�LQ�HQHUJ\�PDUNHWV��EXW�FDQ�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�LQ�GHOLYHULQJ�ÀH[LELOLW\�RQ�SDUWLFXODU�
WLPHVFDOHV��$V�ZLWK�RWKHU�VRXUFHV� WKDW�SURYLGH�ÀH[LELOLW\��'6)�FDQ�VLPXOWDQHRXVO\�SURYLGH�VHYHUDO�
valuable services to energy markets and systems, such as congestion management, peak-load 
shaving, and short-term balancing.

2.1.1.1 State of play

219 The report surveyed the NRAs of the MSs on DSF for electricity and gas134��7KHUH�LV�D�VLJQL¿FDQW�
variation in the penetration of DSF across the MSs. DSF is more common for electricity than for gas. 
In general, countries that have schemes already in place or are currently planning to implement such 
measures have a relatively higher level of energy consumption.

130� (&������D���0DNLQJ�WKH�LQWHUQDO�HQHUJ\�PDUNHW�ZRUN��&20�����������¿QDO�����1RYHPEHU�������(&���������(QHUJ\�5RDGPDS�
2050, COM(2011) 885.

131 Directive 2009/72/EC, of the European Parliament and of the Council of 13 July 2009 concerning common rules for the internal 
market in electricity and repealing Directive 2003/54/EC (OJ 2009 L211/55).

132� 'LUHFWLYH� ��������(8� RI� WKH� (XURSHDQ� 3DUOLDPHQW� DQG� RI� WKH� &RXQFLO� RI� ���2FWREHU� ����� RQ� HQHUJ\� HI¿FLHQF\�� DPHQGLQJ�
'LUHFWLYHV����������(&�DQG���������(8�DQG�UHSHDOLQJ�'LUHFWLYHV��������(&�DQG���������(&��2-������/�������

133� &(3$� �������� 'HPDQG� 6LGH� )OH[LELOLW\� ±� 7KH� SRWHQWLDO� EHQH¿WV� DQG� VWDWH� RI� SOD\� LQ� WKH� (XURSHDQ� 8QLRQ�� 2FWREHU� ����� 
See: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB$JHQF\�5HIHUHQFHV�'6)B)LQDOB5HSRUW�SGI.

134 Not all NRAs responded to the questionnaire used for this study. In those cases, the presented results are based on publicly 
DYDLODEOH�GDWD�RU�FRQVHUYDWLYH�HVWLPDWHV��7KHVH�PD\�XQGHUHVWLPDWH�WKH�SHQHWUDWLRQ�RI�GHPDQG�VLGH�ÀH[LELOLW\��0RUHRYHU�� WKH�
presented results are weighted by total energy consumption per MS.
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Electricity

220 7KHUH�LV�D�VLJQL¿FDQW�YDULDWLRQ�LQ�WKH�SHQHWUDWLRQ�RI�'6)�IRU�HOHFWULFLW\�DFURVV�WKH�06V��7LPH�EDVHG�
prices are available to all categories of consumers in 90% of MSs. These products are used more 
frequently by large and medium consumers than for residential consumers (commonly used in 55% 
and 45% of MSs respectively).

)LJXUH������ 7LPH�EDVHG�HOHFWULFLW\�SULFHV�E\�FXVWRPHU�JURXS�LQ�(XURSH�±������

 

Source: CEPA (2014)

221 Based on those MSs with at least ‘occasional’ availability, the study assesses that time-based prices 
DUH�DYDLODEOH�WR�VRPH�H[WHQW��LQ�SULQFLSOH��WR�����RI�(8�FXVWRPHUV��7KH�PRVW�FRPPRQ�W\SH�RI�WLPH�
based prices are on/off-peak, which are commonly available in 60% of MSs. MSs where on/off-peak 
prices are common account for approximately 80% of total electricity consumption. Time-based net-
work tariffs are less common than time-based prices, but still commonly used in 45% of MSs. On/
off-peak tariffs are again the most common form of time-based network tariff variation.

222 The survey responses also covered demand-side participation in wholesale and balancing markets. 
,Q�DGGLWLRQ�WR�06V�ZKHUH�SDUWLFLSDWLRQ�LV�DOUHDG\�SRVVLEOH��D�VLJQL¿FDQW�QXPEHU�RI�06V�VWDWHG�WKDW�
they are currently developing plans for demand-side participation in these markets.

223 In over 50% of MSs, demand response can already participate in the wholesale market, while partici-
pation is planned to be introduced in another 30% of them. However, participation is not always on 
an equal basis with generation and is still not always possible via demand-side aggregators (possible 
or planned in 65% and 70% of MSs, respectively).

224 The picture for demand-side participation in balancing markets is broadly similar. Participation is 
possible or planned to be introduced in 55% and 40% of MSs respectively. Participation on an equal 
basis with generators is possible in nearly 50%, and via aggregators, in 35% of MSs. The opportunity 
for participation via aggregators is therefore relatively lower than for the wholesale market.

Not available Occasional at best Common at best Universal Survey not completed (assumed)

Large customers

Malta Cyprus Malta Cyprus

Residential customers
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)LJXUH������ 'HPDQG�SDUWLFLSDWLRQ�LQ�EDODQFLQJ�HQHUJ\�PDUNHWV����RI�06V��±�����

 

Source: CEPA (2014)

225 Demand-side resources can participate in the market for balancing reserves in 40% of MSs, with 
another 20% of them currently developing plans for participation. Participation is mostly on an equal 
basis with generation. It is most common and most commonly planned to be introduced in the mar-
kets for secondary and tertiary reserves, but closely followed by the market for primary reserves. 
Participation in the reserve markets via aggregators is possible in 50%, and planned to be introduced 
in another 10%, of MSs.

226 Nine MSs have some type of a capacity market in place, and another three are planning some form 
of such a mechanism. When weighting the responses by energy consumption, approximately 40% of 
MSs are in the planning stage, while 10% already have a capacity market with demand-side partici-
pation. The capacity markets in the MSs are at different stages of development, and details may still 
change as the schemes are being developed. Participation on an equal basis with generation and 
via aggregators is possible or planned in about half of the countries with plans for a capacity market. 

0% 60% 80%20% 40% 100%

Participation in balancing markets

Participate on an equal basis to generation

Aggregators supply Demand Resource

PlannedExisting
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)LJXUH������ 'HPDQG�SDUWLFLSDWLRQ�LQ�FDSDFLW\�PDUNHWV����RI�06V��±�����

 

Source: CEPA (2014)

227 The study pointed to a number of other options for explicit demand-side participation, which are 
already used or currently under development in the MSs in addition to participation in wholesale 
market, balancing market and balancing reserves. These other options include, for example, pro-
grammes led by the distribution network operators. Depending on their type, demand-side resources 
FDQ�SDUWLFLSDWH�LQ�DW�OHDVW�RQH�PHFKDQLVP�LQ����±����RI�06V�

Gas

228 DSF is less common for gas than for electricity. The availability and take-up of time-based gas prices 
YDULHV�VLJQL¿FDQWO\�EHWZHHQ�FRQVXPHU�FODVVHV��7LPH�EDVHG�SULFHV�DUH�FRPPRQ�IRU�ODUJH�FRQVXPHUV�
in 45% of MSs. They are also available to medium consumers, but commonly used in only 10% of 
MSs. For residential consumers, time-based prices are available in 10% of the MSs, where they are 
common but not universal. The most common type of time-based prices are seasonal. A range of 
other time-based prices types exist, including day-of-week and on/off-peak prices.

229 Time-based network tariffs are less common than time-based prices. They are commonly used in 
less than 25% of MSs, mainly by large and medium consumers, and less often by residential con-
sumers. Seasonal network tariffs are the most common form of time-based network tariff variation. 
Other types of time-based network tariffs are used in only a few MSs.

0% 60% 80%20% 40% 100%

Capacity Remuneration Mechanism Present

Participate in the Capacity Remuneration Mechanism
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Figure 34:  Time-based gas supply tariffs by customer group in Europe

 

Source: CEPA (2014) 

230 The NRAs also reported on the use of interruptible gas contracts in the MSs. There is a variety of 
arrangements for interruptions and reductions in place among the MSs. The most common types are 
reductions and interruptions called directly by the DSO or TSO, which are available in 50% of MSs; 
interruptions called by suppliers are available in 20%, while the potential participation of aggregators 
is reported in only one MS (Italy).

2.1.1.2 The potential benefits of DSF 

Electricity

231 Implicit DSF has the potential to reduce energy use and reduce the level of peak demand through 
JUHDWHU�HI¿FLHQF\�LQ�WKH�XVH�RI�HQHUJ\��$PRQJ�VPDOOHU�XVHUV��WKHVH�EHQH¿WV�ZLOO�PRVW�OLNHO\�EH�IDFLOL-
tated by the smart metering programme, which is being rolled out in most MSs. Table A5 (in annex 
���VXPPDULVHV�VWXGLHV�PDNLQJ�HVWLPDWHV�RI�WKH�SRWHQWLDO�EHQH¿WV�IURP�UHOLDQFH�RQ�LPSOLFLW�'6)�LQ�
WKH�(8�

232 MSs have come to different views of the scope for energy savings, and the value of that, from smart 
meters in their own countries. The average energy saving is 3% of affected demand, implying a 
simple resource cost saving of 3 euros/kW/yr of peak demand (which would imply 1.5 billion euros/
\U�DSSOLHG�DFURVV�WKH�(8���*%�KDV�IRXQG�WKDW�WKH�YDOXH�RI�WKH�HQHUJ\�VDYLQJ�ZRXOG�EH�ZRUWK���HX-
ros/kW/yr in Great Britain135���ZKLFK�ZRXOG�LPSO\���ELOOLRQ�HXURV�\U�LI�UHSOLFDWHG�DFURVV�WKH�(8���HYHQ�
though GB projects only a 2.2% energy saving136. This implies that GB found a wider range of ben-
H¿WV�IURP�WKLV�HQHUJ\�VDYLQJ�WKDQ�RWKHUV��,QFOXGLQJ�WKRVH�ZLGHU�FRVWV�DQG�EHQH¿WV�ZKLFK�06V�WRRN�

135 See EC COM(2014) 356 as quoted in Table 1.1. This is the energy effect excluding the costs of smart metering and the 
DGPLQLVWUDWLYH�EHQH¿WV�RI�VPDUW�PHWHULQJ�VXFK�DV�UHPRWH�UHDGLQJ�DQG��GLV�FRQQHFWLRQ�

136� (&�6:'�����������&RVW�EHQH¿W�DQDO\VHV�	�VWDWH�RI�SOD\�RI�VPDUW�PHWHULQJ�GHSOR\PHQW�LQ�WKH�(8����DW�)LJXUH���

Not available Occasional at best Common at best Universal Survey not completed (assumed)

Large customers

Malta Cyprus Malta Cyprus

Residential customers
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LQWR�DFFRXQW��VRPH�06V�KDYH�QRW�IRXQG�D�FRVW�EHQH¿W�FDVH�IRU�XQLYHUVDO�VPDUW�PHWHULQJ137. Broader 
HVWLPDWHV�RI�WKH�SRWHQWLDO�EHQH¿W�RI�LPSOLFLW�'6)�UDQJH�XS�WR����HXURV�N:�\HDU����ELOOLRQ�HXURV�\HDU�LI�
UHSOLFDWHG�DFURVV�WKH�(8���ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�¿QGLQJV�RI�VRPH�PHWHULQJ�WULDOV�XVLQJ�VWURQJHU�
incentives.

233 7DEOH�$���LQ�DQQH[����VXPPDULVHV�YDULRXV�DWWHPSWV�WR�TXDQWLI\�WKH�EHQH¿WV�RI�H[SOLFLW�'6)�LQ�YDU\LQJ�
contexts. In the shorter term, its greatest value is likely to lie in delivering reliability. In some markets 
LQ�WKH�86��ZKHUH�UHODWLYHO\�ODUJH�TXDQWLWLHV�RI�GHPDQG�VLGH�UHVRXUFH�DUH�SURYLGHG��WKH\�DUH�ODUJHO\�
purchased through capacity mechanisms. Studies focusing on this, summarised in Table 1.2, indi-
FDWH�SRVVLEOH�QHW�EHQH¿WV�LQ�WKH�UDQJH�RI�����HXURV�N:�\HDU�WR���HXURV�N:�\HDU��ZKLFK�ZRXOG�LPSO\�
�����ELOOLRQ�HXURV�\HDU�WR���ELOOLRQ�HXURV�\HDU�LI�DFKLHYHG�DFURVV�WKH�(8���

234 ,Q�WKH�ORQJHU�WHUP��WKH�(8�LV�JRLQJ�WKURXJK�D�PDMRU�SURFHVV�WR�GHFDUERQLVH�LWV�HQHUJ\�XVDJH��7KLV�
development poses two major challenges:

�� 6LJQL¿FDQW�SHQHWUDWLRQ�RI� UHODWLYHO\� LQÀH[LEOH� ORZ�FDUERQ�JHQHUDWLRQ� WHFKQRORJLHV�ZLOO�FRQVLGHU-
DEO\�UHGXFH�WKH�HI¿FLHQF\�RI�WKH�GHPDQG�VXSSO\�EDODQFLQJ�WDVN�LI�GHOLYHUHG��DV�QRZ��PDLQO\�E\�
generation and storage.

�� Electricity load growth may result from decarbonising applications such as transport and space 
heating, which currently mainly use fossil fuel. This is also likely to increase peak demand relative 
to off-peak, reducing the utilisation of generators and the network. 

235 Developments in Germany show that, with a large stock of intermittent generation, price differences 
between demand peak and off-peak periods can become small, and volatility is driven more by vari-
DELOLW\�RI�VXSSO\��6LPSOH�WLPH�RI�XVH��7R8��SULFHV�FRQWULEXWH�OLWWOH�WR�PDQDJLQJ�WKLV�VLWXDWLRQ��%XW�'65�
can increase the ability of the system to integrate low-carbon generation, while reversing the trend 
RI�GHJUDGDWLRQ�LQ�LQIUDVWUXFWXUH�XWLOLVDWLRQ��:LWK�D�VKDUSHU�SHDN��HQHUJ\�HI¿FLHQF\�LV�DOVR�LPSRUWDQW�WR�
improve utilisation, which is under-rewarded by users’ own energy cost savings, as already recog-
QLVHG�E\�WKH�SDUWLFLSDWLRQ�RI�HI¿FLHQF\�VFKHPHV�LQ�FDSDFLW\�PDUNHWV�LQ�WKH�86��

236 7KH� IXWXUH� ¿QDQFLDO� EHQH¿WV� RI�'65�DUH�PRUH�XQFHUWDLQ��'65�FRPSHWHV�ZLWK� HOHFWULFLW\� VWRUDJH��
KLJKHU�ÀH[LELOLW\�JHQHUDWLRQ��DQG�LQWHUFRQQHFWLRQ�WR�SURYLGH�ÀH[LELOLW\�VHUYLFHV��7KH�YDOXH�RI�'65�GH-
SHQGV�XSRQ�WKH�FRVW�DQG�XVDJH�RI�WKHVH�RWKHU�VRXUFHV�RI�ÀH[LELOLW\��'HYHORSPHQWV�LQ�ZLQG�IRUHFDVWLQJ�
ZLOO�DOVR�DIIHFW�WKH�YDOXH�WKDW�GHPDQG�ÀH[LELOLW\�VHUYLFHV�FDQ�SURYLGH�

237 %HFDXVH�RI�WKHVH�XQFHUWDLQWLHV��HVWLPDWHV�RI�WKH�¿QDQFLDO�EHQH¿WV�RI�'65�LQ�WKH�IXWXUH�YDU\�ZLGHO\��
Lower amounts (6 euros/kW/year to 10 euros/kW/year by 2030, or 3 billion euros/year to 5 billion 
HXURV�\HDU�IRU�WKH�(8��KDYH�EHHQ�IRXQG�ZKHUH�VXEVWDQWLDO�RWKHU�VRXUFHV�RI�ÀH[LELOLW\�DUH�DVVXPHG�
WR�EH�DGGHG�WR�WKH�V\VWHP��0XFK�KLJKHU�YDOXHV��XS�WR����HXURV�N:�\HDU�E\������±�*%�VWXG\��ZKLFK�
ZRXOG�LPSO\����ELOOLRQ�HXUR�\HDU�LI�UHSOLFDWHG�DFURVV�WKH�(8��KDYH�EHHQ�H[KLELWHG�ZKHUH�VXFK�RWKHU�
VRXUFHV�RI�ÀH[LELOLW\�DUH�QRW�LQFUHDVHG�

137 Belgium, the Czech Republic, Germany, Latvia, Lithuania, Portugal, and Slovakia. Three states have not reported at date of EC 
COM(2014) 356.
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Gas

238 The potential for implicit DSF at present is more limited in gas than in electricity. Smart gas meters 
are undergoing a relatively limited roll-out, providing additional implicit DSF opportunities in only 
VRPH�06V��EHFDXVH�RQO\�D�PLQRULW\�RI�06V�IRXQG�D�¿QDQFLDO�FDVH�IRU�WKHP��6LQFH�JDV�LV�EDODQFHG�
on a daily timescale, customers need to shift demand at such timescales to provide useful balancing. 
In major applications such as space heating and water heating there is limited opportunity for shifting 
on a useful timescale.

239 There is long experience of using shipper-mediated interruptible contracts in gas. But increased 
access to liberalised gas markets and the potential for re-trading their contracted gas offer larger 
FXVWRPHUV�D�PRUH�HI¿FLHQW�URXWH�WR�PDUNHW�WR�REWDLQ�YDOXH�IURP�WKHLU�ÀH[LELOLW\�WKDQ�WKURXJK�VKLSSHU�
mediated interruption.

240 There is a potential for explicit DSF mediated by the system operator (SO) to be useful in increas-
ing system reliability in demand or supply emergencies, and reducing the cost of managing network 
FRQJHVWLRQ��DOEHLW�GHPDQG�IRU�WKLV�W\SH�RI�ÀH[LELOLW\�KDV�EHHQ�UHGXFHG�LQ�UHFHQW�\HDUV�E\�UHGXFWLRQV�
in the demand for gas creating relatively high network reliability. The cost of using storage services138 
is relatively low compared to the estimated value of lost load of the great majority of potential DSF 
providers, beyond those who might already regularly take interruptible service to assist in managing 
seasonal variation. It is therefore likely that DSR’s value is greater in managing rare supply events 
and network congestion, whereas storage is more economical for managing more frequent events. 

241 The cost of multi-annual storage does not compare so favourably against the cost of buying whole-
sale gas in the market139. The ability however, to buy additional gas when required to respond to sup-
ply emergencies is dependent on the ability to obtain additional delivery on a rapid timescale which 
in an emergency could be exacerbated by infrastructure constraints. One major purpose of storage 
and DSF is to manage the lack of ability to buy in gas, whether due to lack of landing capacity or in-
ability to obtain rapid delivery.

242 As greater quantities of intermittent generation are integrated into the electricity system, occasional 
surpluses of cheap electricity occur which may need to be curtailed. The use of hybrid devices 
which can substitute electricity for gas can use this cheap surplus electricity and avoid burning gas. 
7KH�JUHDWHU�QHHG�IRU�ÀH[LEOH�JHQHUDWLRQ�WR�EDODQFH�LQWHUPLWWHQW�VRXUFHV�PD\�DOVR�LQFUHDVH�WKH�JDV�
demand peak, and increase the value of DSR to facilitate those peak demands. The study did not 
SUHVHQW�D�VXPPDU\�WDEOH�RI�HVWLPDWHG�VDYLQJV�IURP�WKH�XVH�RI�'6)�LQ�JDV��DV�LQVXI¿FLHQW�HVWLPDWHV�
have been made for such a summary.

138� 6HH��'*�75(1�6WXG\�RQ�QDWXUDO�JDV�VWRUDJH�LQ�WKH�(8��2FWREHU������
139 Quarterly Report on European Gas Markets, Q2 2013, EC DG-Energy.
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2.5 Conclusions and recommendations 

243 Since 2008, household and industrial consumer prices for electricity have primarily increased due 
to their non-contestable part (i.e. network charges, taxes and levies and VAT) as a consequence of 
non-harmonised regulatory frameworks across Europe. This trend in price increase was the most 
pronounced in Portugal, Latvia, Estonia, Lithuania, Greece, Spain and Cyprus. 

244 The monitoring results show that the moderately concentrated electricity retail markets of Finland, 
Italy, Norway, Denmark, Great Britain, Germany and the Netherlands perform relatively well on the 
basis of a selection of the key competition performance indicators. The same is true for the Dutch, 
British, Spanish, German, Slovenian and the Czech gas retail markets, although gas retail markets 
are often more concentrated than in electricity. Retail competition performance indicators show no or 
weak signs of competition in MSs, with highly concentrated markets at national level in electricity for 
Bulgaria, Malta, Cyprus, Romania, Latvia, Lithuania and Hungary, and in gas for Bulgaria, Poland, 
Latvia, Hungary, Croatia and Luxembourg. 

245 The results show further that in several countries which have relatively low market concentration, 
and perform relatively well based on other indicators presented in this report (e.g. choice of suppliers 
and offers, switching rates, entry/exit activity, and consumer’s experiences), the link between retail 
and wholesale electricity prices is still weak. Electricity mark-ups in Austria, Germany, Great Britain 
and the Netherlands have increased constantly over the observed period. In this respect, changes in 
retail prices have often not been responsive to changes in the wholesale electricity price. Therefore, 
the market outcomes in these countries are as one would expect in a competitive market.

246 The majority of electricity and gas household consumers are not participating actively in the market 
by exercising choice among available suppliers or price and product offerings. As result, the propor-
tion of electricity and gas household consumers with an alternative supplier (i.e. non-incumbent) is 
still very low in all but a few MSs: Great Britain (both markets), Norway in electricity and Germany, 
Spain and Ireland in gas markets.

247 7KH�NH\�SHUFHLYHG�EDUULHUV�WR�HQWHULQJ�UHWDLO�HQHUJ\�PDUNHWV�DW�WKH�(8�OHYHO�RYHUDOO�VHHP�WR�EH�WKH�
lack of harmonisation of MSs regulatory frameworks, the persistence of retail price regulation, high 
uncertainty concerning future regulatory developments and the low liquidity of wholesale markets, 
SDUWLFXODUO\�LQ�OHVV�GHYHORSHG�PDUNHWV��7KH�LQWHUYLHZHHV�LQ�WKH�FRQVXOWDQW�VWXG\�DOVR�LGHQWL¿HG�ORZ�
PDUJLQV�DQG�WRXJK�FRPSHWLWLRQ�DV�LVVXHV�LQ�VSHFL¿F�PRUH�GHYHORSHG�PDUNHWV�

248 Although regulated end user-prices for households still exist in 12 out of 29 countries in electricity 
and 15 out of 26 countries in gas, the trend of removing them continued during 2013. In addition to 
the removal of end-user price regulation in an additional three MSs for electricity and one MS for gas 
KRXVHKROGV�LQ�������SODQV�IRU�WKHLU�UHPRYDO�DUH�¿UPO\�LQ�SODFH�LQ�VHYHUDO�06V��

249 As already pointed out in last year’s MMR, in order to promote market entry further, which will have 
an effect on competition and price levels in the market, MSs should follow good practices by: (i) al-
lowing free opting in and out of regulated prices; (ii) setting regulated prices at least equal to or above 
FRVW��DQG��LLL��XSGDWLQJ�UHJXODWHG�SULFH�WR�UHÀHFW�WKH�VRXUFLQJ�FRVW�DV�PXFK�DQG�DV�IUHTXHQWO\�DV�SRV-
sible. In this way, they can facilitate the development of retail competition, which will in turn create 
the conditions for the removal of regulated prices.



107

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

3 Wholesale electricity markets and network access
3.1 Introduction 

250 The creation of the IEM requires the full integration of Europe’s energy networks and systems with a view 
WR�SURPRWLQJ�HI¿FLHQW�DQG�VHFXUH�HQHUJ\�VXSSO\��DQG�IDFLOLWDWLQJ�WKH�WUDQVLWLRQ�WR�D�ORZ�FDUERQ�HFRQRP\��

251 Interconnectors connecting wholesale electricity markets play a vital role in ensuring that the internal 
(XURSHDQ�HQHUJ\�PDUNHW�LV�DEOH�WR�RSHUDWH�ÀH[LEO\�DQG�HI¿FLHQWO\��+RZHYHU��WKH�DVVHVVPHQW�RI�WKH�
OHYHO�RI�PDUNHW�LQWHJUDWLRQ�DQG�RI�WKH�OHYHO�RI�HI¿FLHQF\�LQ�WKH�XVH�RI�LQWHUFRQQHFWRUV�FRQWDLQHG�LQ�WKLV�
report shows that, despite some progress in the recent years, important barriers to market integra-
WLRQ�VWLOO�UHPDLQ��6HFWLRQ������IRU�WZR�NH\�UHDVRQV��7KH�¿UVW�UHDVRQ�LV�WKH�LQHI¿FLHQW�XVH�RI�H[LVWLQJ�
WUDQVPLVVLRQ� QHWZRUNV� VWHPPLQJ� IURP� LQHI¿FLHQFLHV� LQ� FURVV�]RQDO� FDSDFLW\� FDOFXODWLRQ�� LQ� FURVV�
]RQDO�FDSDFLW\�DOORFDWLRQ��DQG��SRVVLEO\��LQ�WKH�GH¿QLWLRQ�RI�ELGGLQJ�]RQHV��7KH�VHFRQG�LV�WKH�ODFN�RI�
adequate investment in electricity network infrastructure to support the development of cross-zonal 
trade between areas characterised by different demand-supply balances. 

252 ,Q�RUGHU�WR�LPSURYH�WKH�HI¿FLHQF\�RI�H[LVWLQJ�FDSDFLW\�XWLOLVDWLRQ��LW�LV�YLWDO�WR�LPSOHPHQW�D�FRPPRQ��
(8�ZLGH�FURVV�]RQDO�DSSURDFK�WR�FDSDFLW\�DOORFDWLRQ��7KLV�KDV�EHHQ�DQG�VWLOO�UHPDLQV�WKH�IRFXV�RI�WKH�
$JHQF\¶V�ZRUN�RYHU�WKH�ODVW�WKUHH�\HDUV��ZLWK�WKH�GHYHORSPHQW�RI�ELQGLQJ�UXOHV�DW�(8�OHYHO�WKURXJK�
the framework guidelines/network code process140 and their early implementation through the Elec-
tricity Regional Initiatives process141. This is still one of the top priorities of the Agency. The aim of this 
work is to implement the Electricity Target Model (ETM), i.e. a shared vision to improve the level of 
market integration between MSs and to facilitate cross-border trade in all timeframes. 

253 The ETM is intended to remove the remaining cross-border barriers to market integration, as it en-
visages: (i) single day-ahead market coupling with implicit auctions of cross-border capacity, which 
should replace explicit auctions; (ii) a single intraday market coupling with continuous implicit alloca-
tion of cross-border capacity; (iii) a single European platform for allocating long-term transmission 
ULJKWV���LY��D�ÀRZ�EDVHG�FDSDFLW\�DOORFDWLRQ�PHWKRG�LQ�KLJKO\�PHVKHG�QHWZRUNV��DQG��Y��IRU�EDODQFLQJ��
a TSO-TSO model with Common Merit Order (CMO) list for cross-border exchanges of balancing en-
HUJ\��$V�UHJDUGV�VKRUW�WHUP�PDUNHWV��HI¿FLHQW��OLTXLG�DQG�LQWHJUDWHG�EDODQFLQJ�DQG�LQWUDGD\�PDUNHWV�
will facilitate the integration in the system of energy produced from RES by progressively exposing 
them to the same commitment and balancing responsibilities as conventional generators.

254 (I¿FLHQW�FURVV�]RQDO�FDSDFLW\�FDOFXODWLRQ�DQG�WKH�DSSURSULDWH�GH¿QLWLRQ�RI�ELGGLQJ�]RQHV�DUH�RWKHU�LP-
SRUWDQW�HOHPHQWV�RI�DQ�HI¿FLHQW�HOHFWULFLW\�PDUNHW��7KH�&DSDFLW\�$OORFDWLRQ�DQG�&RQJHVWLRQ�0DQDJH-
ment (CACM) framework guidelines and the respective network codes provide for clear objectives 
in this area: (i) full coordination and optimisation of capacity calculation within regions; (ii) the use of 
ÀRZ�EDVHG�FDSDFLW\�FDOFXODWLRQ�PHWKRGV142 in highly meshed networks; and (iii) regular monitoring 
RI� WKH�HI¿FLHQF\�RI�ELGGLQJ�]RQHV��7KHVH�SURFHVVHV�DUH� LQWHQGHG�WR�RSWLPLVH�WKH�XWLOLVDWLRQ�RI� WKH�
existing infrastructure and to provide the market with more possibilities to exchange energy, enabling 
the cheapest supply to meet demand with the greatest willingness to pay in Europe, subject to the 
capability of the existing network. 

140 In particular, in the areas of Capacity Allocation and Congestion Management for Electricity (CACM) and Electricity Balancing.
141 ACER (2013), Regional initiatives status review report 2013: Final Steps Towards the 2014 Deadline. See: http://www.acer.

HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB$JHQF\�3XEOLFDWLRQ�$&(5���5HJLRQDO���,QLWLDWLYHV���6WDWXV���5HYLHZ���
Report%202013.pdf.

142� ,Q� WKH�ÀRZ�EDVHG�FDSDFLW\�FDOFXODWLRQ�PHWKRG��H[FKDQJHV�EHWZHHQ�ELGGLQJ�]RQHV�DUH� OLPLWHG�E\� WKH�PD[LPXP�ÀRZV�RQ� WKH�
critical network elements and power transfer distribution factors.
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255 In view of the above and in line with the previous editions of the MMR, this chapter assesses: in 
6HFWLRQ�����WKH�OHYHO�RI�PDUNHW�LQWHJUDWLRQ�DQG�WKH�EHQH¿WV�VWHPPLQJ�IURP�WKH�XVH�RI�FURVV�ERUGHU�
capacity; in Section 3.3 the barriers to market integration. Section 3.4 concludes this chapter with 
recommendations. 

3.2 Markets’ integration 

256 7KLV�VHFWLRQ�UHSRUWV�RQ�NH\�GHYHORSPHQWV�LQ�(8�HOHFWULFLW\�ZKROHVDOH�PDUNHWV��LQFOXGLQJ�DQ�DVVHVV-
PHQW�RI�WKH�OHYHO�RI�ZKROHVDOH�PDUNHW�LQWHJUDWLRQ�DQG�LWV�EHQH¿WV��

3.2.1 Level of integration: price convergence

257 )LJXUH����SUHVHQWV�UHFHQW�WUHQGV�LQ�ZKROHVDOH�HOHFWULFLW\�SULFHV�LQ�WKH�(8��%HWZHHQ������DQG������
SULFHV�RQ�QHDUO\�DOO�(8�GD\�DKHDG�ZKROHVDOH�PDUNHWV�GURSSHG�E\�RQH� WKLUG��7KH������GURS�ZDV�
due to the economic downturn that began in 2008 and impacted energy demand and fuel prices in 
2009. With some exceptions, prices increased very slightly in 2010, but from 2011 onwards further 
decreases have been observed. This can be explained by the increasing penetration of renewables, 
combined with the availability of cheap coal on international markets. Aggregated production from 
solar and wind plants increased by more than 45% since 2011. This increase was essentially driven 
by the existence of national support schemes for renewables (see Annex 9 for an overview of these 
support schemes). Prices on the Nordic market show a different pattern, due to the fact that this 
market has a large share of hydro-based generation.

)LJXUH������ (YROXWLRQ�RI�(XURSHDQ�ZKROHVDOH�HOHFWULFLW\�SULFHV�DW�GLIIHUHQW�(XURSHDQ�SRZHU�H[FKDQJHV�±�
����±������HXURV�0:K�

 

Source: Platts, PXs and data provided by NRAs through the Electricity Regional Initiatives (ERI143) (2014) and ACER calculations 

143� $�WRWDO�RI����(8�06V�DQG�6ZLW]HUODQG�UHSOLHG�WR�WKH�(5,������TXHVWLRQQDLUH��*HUPDQ\�PDGH�DYDLODEOH�GDWD�RQO\�IRU�������,UHODQG�
and Lithuania did not provide data.
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258 7KH�ORZHU�OHYHOV�RI�HOHFWULFLW\�ZKROHVDOH�SULFHV�LQ�(XURSH�VLQFH������KDYH�LPSDFWHG�JDV�¿UHG�SRZHU�
plants in particular. Their marginal cost has exceeded day-ahead prices during an increasing num-
ber of hours in the course of the last few years, crowding them out in the electricity dispatch merit 
RUGHU��$V�D�UHVXOW��WKH�OHYHO�RI�XWLOLVDWLRQ�RI�JDV�¿UHG�SRZHU�SODQWV�KDV�GHFUHDVHG��)LJXUH����H[KLELWV�
WKLV�IRU�6SDLQ��ZKHUH�WKH�DYHUDJH�QXPEHU�RI�RSHUDWLQJ�KRXUV�RI�JDV�¿UHG�SRZHU�SODQWV�KDV�VWHDGLO\�
decreased since 2008. 

)LJXUH������ (YROXWLRQ�RI�WKH�OHYHO�RI�XWLOLVDWLRQ�RI�JDV�¿UHG�SRZHU�SODQWV�LQ�6SDLQ�±�����±������QXPEHU�RI�
operating hours)

 

Source: CNMC (2014)

Day-ahead price convergence within regions 

259 The convergence of wholesale electricity prices can be regarded as an indicator of market integra-
tion, even though the optimal level of market integration does not necessarily require full price con-
vergence. The remainder of this section focuses on day-ahead markets price convergence within 
and across different regions. The section also assesses future market prices in the Central-West Eu-
rope (CWE) region for the same period. For the purpose of the analysis, countries were grouped into 
regions, and price convergence was assessed both within each region and across the regions. Re-
JLRQV�DUH�GH¿QHG�LQ�DFFRUGDQFH�ZLWK�$QQH[�,�RI�5HJXODWLRQ��(&��1R�����������2-�/������������������
ZLWK�VRPH�VOLJKW�PRGL¿FDWLRQV144 to facilitate the analysis of price convergence. 

144� 7KH�GH¿QLWLRQ�DSSOLHG�LQ�WKLV�VHFWLRQ�LV�WKHUHIRUH�DV�IROORZV��WKH�%DOWLF�UHJLRQ��(VWRQLD��/DWYLD�DQG�/LWKXDQLD���WKH�&((�UHJLRQ�
(the Czech Republic, Hungary, Poland and Slovakia), the CSE region (Greece, Italy, Slovenia and Switzerland), the CWE region 
�$XVWULD��%HOJLXP��)UDQFH��*HUPDQ\��DQG�WKH�1HWKHUODQGV���WKH�)8,�UHJLRQ��8QLWHG�.LQJGRP�DQG�WKH�5HSXEOLF�RI�,UHODQG���1RUGLF�
(Denmark, Finland, Norway and Sweden) and the SWE region (Portugal and Spain).
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260 Figure 37 provides an overview of the development of hourly price convergence145�ZLWKLQ�(8�UHJLRQV�
over the last years. 

)LJXUH������ 3ULFH�FRQYHUJHQFH�LQ�(XURSH�E\�UHJLRQ��UDQNHG��±�����±��������RI�KRXUV��

 

Source: Platts, PXs and data provided by NRAs through the ERI (2014) and ACER calculations 

Note: The numbers in brackets refers to the number of bidding zones per region included in the calculations. 

261 7KH�PRVW�VLJQL¿FDQW�GHFOLQH�LQ�IXOO�SULFH�FRQYHUJHQFH�LQ������ZDV�REVHUYHG�LQ�WKH�&:(�UHJLRQ��)RO-
lowing an 18% drop in 2012 compared to 2011, an additional decrease of 32% took place in 2013, re-
sulting in a price convergence level of 18% for the region. This is slightly below the level registered in 
the CWE region in 2010 (22%) i.e. the year of the expansion of the CWE market coupling to Germany 
(November 2010). Moreover, the number of hours with a price differential exceeding 10 euros/MWh 
(low price convergence) has nearly quadrupled in the CWE region over the last two years, from 16% 
LQ������WR�DOPRVW�����LQ�������7KH�PRVW�VLJQL¿FDQW�LQFUHDVH�LQ�IXOO�SULFH�FRQYHUJHQFH�WRRN�SODFH�
within the Baltic region, which registered equal prices during 40% in 2013 compared to 10% in 2012. 

CWE Region

262 Since 2011, day-ahead price convergence has been decreasing in the CWE region. This decrease 
has become more evident since the third quarter of 2012. Price divergence has been particularly 
high between Germany and the Netherlands, where full price convergence was registered during 
only 19% of the hours in 2013, compared to 52% in 2012 and 68% in 2011. The overall sharp price 
divergence in the CWE region can be explained by a combination of factors.

263 First, the increasing share of wind and solar power in Germany drove German wholesale prices 
in 2013 down more than elsewhere in the region, causing high price spreads in the CWE region, 

145 Price differentials are calculated as the hourly difference between the maximum and minimum price of the assessed bidding zone 
prices. The results are presented as a percentage of all hours in three categories: the number of hours with a price differential: 
(i) of less than 1 euros/MWh (i.e. ‘full price convergence’); (ii) from 1 to 10 euros/MWh (i.e. ‘moderate price convergence’); and 
(iii) of more than 10 euros/MWh (i.e. ‘low price convergence’). Note that the results are affected by the number of bidding zones 
in a given region (i.e. price convergence is easier to achieve in regions with fewer bidding zones).
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in particular between the German and the Dutch markets. As a consequence, German electricity 
exports reached a record146 in 2013147. Figure 38 shows an important correlation between the price 
spreads in the CWE region and aggregated solar and wind generation in Germany in 2013. While in 
2012 price divergence in the CWE region was overall correlated with production from wind148, Figure 
38 highlights the contribution of solar generation to price divergence in 2013, particularly during the 
summer. 

Figure 38:  Monthly aggregated wind and solar production in Germany compared to price differentials in 
WKH�&:(�UHJLRQ�±�������7:K�DQG�HXURV�0:K��

 

Source: Platts, ENTSO-E (2014) and ACER calculations

Note: The price differentials are calculated as the hourly difference between the maximum and minimum price of the bidding zones of 
the CWE region. In 2013, the lowest price was recorded in Germany for around 87% of the times. 

264 6HFRQG��FKHDS�FRDO�RQ�LQWHUQDWLRQDO�PDUNHWV�DQG�WKH�ODUJH�FRDO�¿UHG�SRZHU�SODQWV�LQ�*HUPDQ\��DURXQG�
45%149 of total electricity production in 2013 was coal-based) contributed further to low German day-
DKHDG�SULFHV��0RUHRYHU��LQ�WKH�1HWKHUODQGV��ZKHUH�JDV�¿UHG�SRZHU�SODQWV�DFFRXQW�IRU�DURXQG�����
of installed capacity150, power prices have been rising over the last two years due to increasing gas 
prices. The impact of fuel prices in Germany and the Netherlands are shown in Figure 39, with in-
creasing gas-coal price spreads and increasing day-ahead price spreads between 2011 and 2013.

265 Finally, French and Belgian price premiums to Germany can be partially explained by a reduced 
availability of nuclear power plants in France and in Belgium, where from June 2012 to June 2013, 
two nuclear plants were taken off the grid for inspection151.

146 ENTSO-E (2014).
147 Cross-border export capacities from Germany to neighbouring MSs in the CWE region did not increase in 2013. Therefore, the 

soaring German exports can be explained only by a higher utilisation of the interconnectors from Germany to its neighbouring 
countries.

148� 6HH��005�������SDJH�����¿JXUH����
149 Source: BNetzA (2014).
150 According to TenneT, see: http://energieinfo.tennet.org/Production/InstalledCapacity.aspx.
151 See: http://ec.europa.eu/euratom/observatory_news.html.
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Figure 39:  Evolution of fuel (Coal-CIF ARA & Gas-TTF) and power prices (German and Dutch average 
GD\�DKHDG�SULFHV��±�����±������HXURV�0W�DQG�HXURV�0:K��

   

Source: Platts (2014)

266 Figure 40 shows that in the period from 2008 to 2013, convergence of future market prices in the 
CWE region followed the trend shown for day-ahead price convergence. Moreover, it shows that in 
2013, the market anticipated price differentials across the CWE to further increase during 2014.
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)LJXUH������ 3ULFH�GLIIHUHQWLDOV�RI�EDVH�ORDG�\HDU�DKHDG�SURGXFWV�LQ�WKH�&:(�UHJLRQ�±�����±������HXURV�
MWh) 

 

Source: Platts (2014) 

1RWH��7KH�¿JXUH�VKRZV�WKH�SULFHV�RI�EDVH�ORDG�SRZHU�IRU�GHOLYHU\�RQH�FDOHQGDU�\HDU�DKHDG�LQ�WKH�&:(�UHJLRQ��7KH�SULFH�GLIIHUHQWLDOV�
are calculated as the difference between the maximum and minimum year-ahead prices (closing daily values) of the bidding zones 
of the CWE region.

Baltic Region

267 The level of full price convergence in the Baltic region increased to 40% of all hours in 2013 from 
merely 10% the year before152, due to the launch of the new bidding area at Nord Pool Spot cover-
ing Latvia in June 2013. Although full price convergence occurred for 80% of the hours in June, it 
dropped to less than 25% between July and October. 

268 This sharp decrease can be explained by maintenance work on generation and cross-border trans-
mission capacities. During the summer, several generation maintenance works took place in the Bal-
tics and Finland, which obliged the less competitive power plants, particularly in Latvia and Lithuania, 
to operate. This contributed to the observed price differentials between these two MSs and Estonia. 
Reduced cross-border capacities were observed in the Region due to network outages caused by 
maintenance works which were moved from summer to autumn. 

269 Figure 41 shows a high correlation between the available export capacity from Estonia to Latvia and 
the level of price convergence in the Baltic region in 2013 after the bidding area of Latvia was cre-
ated. 

270 In addition, the decrease in price convergence during the summer can be partly explained by limited 
imports from Russia and Belarus to Lithuania (the main importer from these two countries in the 

152 Before 2013, price convergence was calculated only for Estonia and Lithuania, which are not directly connected. Therefore, high 
price convergence could not have been expected until the new bidding area of Latvia (which is connected with both Estonia and 
Lithuania) was created.
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Baltic region) during that period, contributing to high prices in Lithuania. This was due to reductions 
in the cross-border capacity available from Russia and Belarus to Lithuania. The interconnector with 
Russia (via Kaliningrad) was affected by maintenance works on the combined heat and power (CHP) 
plant located in Russia close to the Lithuanian border, while the interconnector with Belarus was 
affected by maintenance works which took longer than expected in 2013. In addition, the physical 
ÀRZV�UHVXOWLQJ�IURP�WKH�LPSRUWV�IURP�5XVVLD�WR�/LWKXDQLD�FDQQRW�EH�FKDQQHOOHG�WKURXJK�WKH�(VWRQLDQ�
Latvian border since 15 March 2013, when an agreement among the Baltic TSOs was signed. This 
agreement aimed, inter alia, to allocate to internal trading (within the Baltic States) the entire avail-
able transmission capacity between Estonia and Latvia, which, before the agreement, was also avail-
able for Russian exports and imports.

271 In this context, it is worth mentioning that the characteristics of the Baltic wholesale markets, with few 
participants, low liquidity, high concentration and limited cross-border capacities make day-ahead 
prices and hence price convergence sensitive to small changes in available generation and intercon-
nector capacity.

Figure 41:  Full price convergence in the Baltic region compared to cross-border capacity (monthly aver-
DJH�17&��IURP�(VWRQLD�WR�/DWYLD�±���������DQG�0:�

 

Source: Platts and ENTSO-E (2014)

CEE Region

272 Full price convergence in the CEE region increased modestly from 6% of all hours in 2012 to 10% 
in 2013. However, between the Czech Republic, Hungary and Slovakia, it doubled from 37% of all 
hours in 2012 to 74% in 2013. This is due to the extension of market coupling from the Czech Re-
public and Slovakia to Hungary in September 2012. In these markets, day-ahead prices converged 
PRUH� WKDQ�����RI� WKH� WLPH� LQ�0D\�������EXW�SULFH�FRQYHUJHQFH�VLJQL¿FDQWO\�GHFUHDVHG�RYHU� WKH�
second half of the year (falling to just less than 50% in December). This was mainly due to restricted 
cross-border capacity from Slovakia and Austria to Hungary, causing Hungarian prices to increase.
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273 Figure 42 shows a sharp drop in the number of hours with full price convergence due to the decrease 
in import capacity (NTC) from Slovakia and Austria to Hungary since May 2013. According to the 
Hungarian NRA, the cross-border capacity between Austria and Hungary was frequently reduced 
due to reinforcement works in the North-East Austrian network, which impacted the capacity offered 
on that border in 2013. Furthermore, the maintenance of different Hungarian and Slovak grid ele-
PHQWV�KDG�D�FRQVLGHUDEOH�LQÀXHQFH�RQ�17&�YDOXHV�EHWZHHQ�WKHVH�WZR�06V��)LQDOO\��WKH�ORZ�SULFH�
convergence observed in October 2013 was caused not only by reduced import capacities, but also 
by outages at several nuclear plants in Hungary (including the Paks nuclear power plant) and neigh-
bouring countries153.

Figure 42:  Full price convergence among the Czech Republic, Hungary and Slovakia compared to ag-
JUHJDWHG�LPSRUW�FDSDFLW\��PRQWKO\�DYHUDJH�17&��IURP�$XVWULD�DQG�6ORYDNLD�WR�+XQJDU\�±������
(% and MW)

 

Source: Platts and ENTSO-E (2014)

Nordic, FUKI, SWE and CSE regions

274 ,Q�WKH�)�8.�,�UHJLRQ��IXOO�SULFH�FRQYHUJHQFH�ZDV�DFKLHYHG�GXULQJ����RI�DOO�KRXUV�LQ�������ZKLFK�LV�
a slight decrease in comparison to 2012. Whilst the average aggregated NTC value for the Moyle 
and East West interconnectors between Great Britain and Ireland increased by 9% (538 MW in 2012 
to 584 MW in 2013), price convergence was not enhanced. This is probably due to completely dif-
ferent wholesale market arrangements in the respective countries and the lack of market coupling 
implementation. 

275 In 2013, the price convergence in the SWE (91% of hours with full price convergence) and Nordic 
regions (32%) remained essentially unchanged compared to 2012 (with 92% and 31%, respectively). 
In the Central-South (CSE) region, overall full price convergence remained low. 

153 See: http://www.pxe.cz/pxe_downloads/Statistics/Market_comment/mc1310.pdf.
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Inter-regional price convergence 

276 In 2013 inter-regional price convergence remained at lower levels than within the regions. Neverthe-
less, some noticeable increases occurred, namely between Germany and Denmark West, Germany 
and Sweden, and Poland and Sweden, where full price convergence was recorded during, respec-
tively 50%, 32 % and 19% of all the hours in 2013, compared to 43%, 27% and 8% in 2012.

277 The development of the available capacity (NTC) between Germany and the two above-mentioned 
Nordic MSs deserves closer attention. In both cases, cross-border capacity decreased in 2013 com-
pared to 2012, although the increasing penetration of renewables in Germany and available cheap 
coal154 reduced German day-ahead prices closer to Danish and Swedish ones. Average cross-border 
capacity from Germany to Sweden declined by 18% from 375 MW in 2012 to 308 MW in 2013155, 
which continued the downward trend observed the year before (average NTC of 407 MW in 2011). 
This was particularly relevant during off-peak hours, since in 2013, German prices during those 
KRXUV�ZHUH�RQ�DYHUDJH�ORZHU�WKDQ�6ZHGLVK�RQHV�IRU�WKH�¿UVW�WLPH�LQ�WKH�ODVW�WKUHH�\HDUV��

278 A higher amount of export capacity made available from Germany to Sweden should have allowed 
prices to converge further. According to the Swedish NRA, the reduction in the available capacity 
is likely to have been caused by a combination of factors on both sides of the border. On the Ger-
man side, it might have been due to the increasing renewable generation in the northern part of the 
German grid, forcing the relevant German TSO (TenneT) to limit exports to Sweden at times of high 
RES injection, creating bottlenecks within the single bidding zone of Germany and Austria. On the 
Swedish side, it is explained by the limited capacity of the so-called ‘West Coast Corridor’ in Sweden, 
ZKLFK�UHVWULFWV� WKH�DPRXQW�RI�SRZHU� WKDW�FDQ�ÀRZ�IURP�WKH�FRQWLQHQW� LQWR�1RUZD\�GXULQJ�RII�SHDN�
hours. This capacity is about to increase with further investments in the transmission network, for 
instance in Skagerrak 4, the fourth interconnector between Norway and Denmark. 

279 Similarly, average cross-border capacity from West Denmark to Germany decreased by 18% from 
811 MW in 2012 to 669 MW in 2013156. During peak hours in 2013, when Danish prices (West Den-
mark) were lower than German ones, exports to Germany were limited and, as a consequence, the 
level of price convergence was lower than it could have been. The Agency sent a letter on 11 March 
2014 to the Danish and German NRAs raising questions about the decreases in cross-border trans-
mission capacity available on this border. On 11 April 2014, the two NRAs sent a joint reply where 
information from the two relevant TSOs (Energinet.dk and TenneT GmbH) was provided. According 
to the two TSOs “several coinciding constraints are the reasons for less available capacity” which 
includes “the high pace of increase in wind generation, increased volatility”. In addition “necessary 
network maintenance in Northern Germany in combination with lengthy procedures for network de-
velopment” was mentioned. However, these reasons may not fully explain the decrease in the NTC 
value in 2013, as these factors were already present in preceding years. The Agency was informed 
by the NRAs that the TSOs conducted a study to investigate the possibility of increasing the daily 
NTC by taking remedial actions. 

280 A low level of price convergence is still observed in 2013 between Great Britain and CWE, e.g. be-
tween Great Britain and France or Great Britain and the Netherlands, with equal prices in 2013 in 
less than 5% and 10% of the hours, respectively.

154 According to the evolution of the European-delivered CIF ARA coal price (Platts).
155 In the opposite direction, it slightly increased by 5%.
156 In the opposite direction, it remained unchanged.
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281 The market coupling of Great Britain with the CWE, Nordic and the Baltic regions, through the North 
Western Europe (NWE) Price Coupling157 initiative launched on 4 February 2014, is expected to im-
prove price convergence across all these regions in the coming years. Furthermore, since 13 May 
2014, capacity at the French-Spanish border is implicitly allocated through the same price coupling 
project, which is expected to contribute to further price convergence on this border.

3.2.2 Benefits of market integration

282 7KLV�VHFWLRQ�UHSRUWV�RQ�WKH�EHQH¿WV�RI�PDUNHW�LQWHJUDWLRQ��,W�XSGDWHV�RQ�SURJUHVV�LQ�PDUNHW�FRXSOLQJ�DQG�
RQ�WKH�µJURVV�ZHOIDUH�EHQH¿WV¶�WKDW�WKH�LQWHJUDWLRQ�RI�WKH�HOHFWULFLW\�(XURSHDQ�ZKROHVDOH�PDUNHWV�UHQGHUV�

3.2.2.1 Progress in market coupling

283 This section provides an update on the use of existing cross-border transmission capacity throughout 
Europe at the day-ahead timeframe. First, it presents the level of commercial use of interconnec-
WLRQV��6HFRQG��LW�DVVHVVHV�WKH�HFRQRPLF�HI¿FLHQF\�RI�PDUNHW�FRXSOLQJ��LPSOLFLW�FDSDFLW\�DOORFDWLRQ��
compared to the explicit allocation of cross-border capacity. The use of the remaining capacity after 
day-ahead (i.e. cross-border intraday trade and exchange of balancing services) is analysed in sec-
tion 3.3.1. Figure 43 shows the evolution of the (commercial) use158�RI�RYHUDOO�(8�HOHFWULFLW\�FURVV�
ERUGHU�FDSDFLW\�DW�WKH�GD\�DKHDG�WLPHIUDPH�RYHU�WKH�ODVW�WKLUWHHQ�TXDUWHUV��$FFRUGLQJ�WR�WKLV�¿JXUH��
the use of cross-border capacities has gradually increased in the course of the last three years, 
reaching 40% in 2013. The increased use of the interconnectors could be due to a combination of 
reasons (including higher price dispersion, e.g. as observed in the CWE region in 2013) and does 
QRW�QHFHVVDULO\�HQWDLO�D�PRUH�HI¿FLHQW�XVH�RI�FDSDFLW\��

157 The NWE Price Coupling is a project initiated by the TSOs and PXs of the countries in the NWE region which allows for the 
market coupling of all the bidding areas within the CWE, Nordic and Baltic regions and Great Britain by using a single algorithm, 
the Price Coupling of Regions (PCR) solution.

158 The percentages of use of the interconnections are calculated for every border and direction as follows: all the hourly net 
nominations are added and divided by the total amount of capacity offered to the market (NTC D-1 values). The results are 
shown in aggregated form for all borders.
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Figure 43:  Evolution of the quarterly level of commercial use of interconnections (day-ahead) as a per-
FHQWDJH�RI�17&�YDOXHV�IRU�DOO�(8�ERUGHUV159�±�2FWREHU�����±��������

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations

284 The ETM for the day-ahead market envisages a single European price coupling applied throughout 
(XURSH�ZKLFK�HOLPLQDWHV�WKH�UHPDLQLQJ�µZURQJ�ZD\�ÀRZV¶160 and hence improves the use of cross-
ERUGHU�FDSDFLWLHV�IRU�WUDGH��)LJXUH����VKRZV�WKH�HYROXWLRQ�RI�µZURQJ�ZD\�ÀRZV¶�EHWZHHQ������DQG�
�����RQ�(8�ERUGHUV�ZKHUH�PDUNHW�FRXSOLQJ�KDV�QRW�\HW�EHHQ�LPSOHPHQWHG��,W�VKRZV�WKDW�µZURQJ�ZD\�
ÀRZV¶�DUH�VWLOO�SUHVHQW�RQ�DURXQG�RQH�WKLUG�RI�DOO�(8�ERUGHUV��DQG�WKDW�� LQ�������µZURQJ�ZD\�ÀRZV¶�
disappeared only on the Hungarian-Slovakian border due to the implementation of market coupling 
in September 2012161. 

159� 2YHU����(8�ERUGHUV�ZHUH�LQFOXGHG�LQ�WKLV�DQDO\VLV�
160� $�µZURQJ�ZD\�ÀRZ¶�KRXU�LV�FRQVLGHUHG�DV�VXFK�ZKHQ�WKH�¿QDO�QHW�QRPLQDWLRQ�RQ�D�JLYHQ�ERUGHU�WDNHV�SODFH�IURP�WKH�KLJKHU�WR�

the lower price zone, with a price difference of at least one euros/MWh.
161 In 2013, market coupling was not extended to any existing bidding area in Europe. However, on 3 June 2013, a new bidding 

area covering Latvia was launched within Nord Pool Spot, allowing for the transmission capacity between Estonia and Latvia 
and between Lithuania and Latvia to be implicitly auctioned.
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)LJXUH������ 3HUFHQWDJH�RI�KRXUV�ZLWK�QHW�GD\�DKHDG�QRPLQDWLRQV�DJDLQVW�SULFH�GLIIHUHQWLDOV�SHU�ERUGHU�±�
����±��������

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations

1RWH��2QO\�ERUGHUV�ZLWK�µZURQJ�ZD\�ÀRZV¶�SUHVHQW�LQ�PRUH�WKDQ����RI�WKH�KRXUV�RI������DQG������DUH�VKRZQ��:URQJ�ZD\�ÀRZV�DUH�
QRW�SUHVHQW�RQ�ERUGHUV�ZKLFK�DUH�DOUHDG\�FRXSOHG��QRW�VKRZQ�LQ�WKH�¿JXUH���ZLWK�WKH�H[FHSWLRQ�RI�WKH�ERUGHUV�EHWZHHQ�*UHDW�%ULWDLQ�
DQG�WKH�1HWKHUODQGV�DQG�EHWZHHQ�3RODQG�DQG�6ZHGHQ��7KHVH�WZR�ERUGHUV�SUHVHQW�µZURQJ�ZD\�ÀRZV¶�ZKHQ�WKH\�DUH�FDOFXODWHG�RQ�WKH�
basis of the most liquid day-ahead price references in the British and the Polish markets. These prices are different from those formed 
as a result of the respective auctions. 

285 7KH�DEVHQFH�RI�µZURQJ�ZD\�ÀRZV�¶�DOWKRXJK�QHFHVVDU\��LV�QRW�VXI¿FLHQW�WR�JXDUDQWHH�WKH�HI¿FLHQW�XVH�
of interconnections in the day-ahead market. When prices diverge across a border, the full utilisation 
RI�WKH�FURVV�ERUGHU�FDSDFLW\�LQ�WKH�µULJKW�GLUHFWLRQ¶�LV�DOVR�HVVHQWLDO�IRU�DFKLHYLQJ�HI¿FLHQW�XVH�RI�DQ�
interconnection. Indeed, the utilisation level of an interconnector in the ‘right direction’, in the pres-
HQFH�RI�SULFH�GLIIHUHQWLDOV��LV�D�VXLWDEOH�LQGLFDWRU�RI�WKH�HI¿FLHQW�XVH�RI�FURVV�ERUGHU�FDSDFLWLHV��)LJXUH�
���VKRZV�WKDW��RYHUDOO��WKH�HI¿FLHQW�XVH�RI�(XURSHDQ�HOHFWULFLW\�LQWHUFRQQHFWLRQV�KDV�LQFUHDVHG�IURP�
less than 60% in 2010 to 77% in 2013, following the implementation of market coupling at several 
ERUGHUV�EHWZHHQ������DQG�������,Q�������KRZHYHU��PDUNHW�FRXSOLQJ�ZDV�QRW�H[WHQGHG�WR�RWKHU�(8�
ERUGHUV��7KHUHIRUH��HI¿FLHQF\�RI�WKH�LQWHUFRQQHFWLRQV�UHPDLQHG�YLUWXDOO\�DW�WKH������OHYHO��L�H��D�OHVV�
than 2% increase. The remaining 23% improvement will be achieved as soon as market coupling is 
implemented on all the borders with explicit auctions at the end of 2013 (some already coupled dur-
ing the course of 2014, as explained at the end of this section).
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)LJXUH������ 3HUFHQWDJH�RI�DYDLODEOH�FDSDFLW\��17&��XVHG�LQ�WKH�µULJKW�GLUHFWLRQ¶�LQ�WKH�SUHVHQFH�RI�D�VLJQL¿-
FDQW�SULFH�GLIIHUHQWLDO��DOO�(8�HOHFWULFLW\�ERUGHUV�±�����±��������

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations

Note: 2010 only includes the fourth quarter.

286 )LJXUH����VKRZV�OHYHOV�RI�HI¿FLHQW�XVH�RI�LQWHUFRQQHFWLRQ�FDSDFLW\�IRU�WKRVH�ERUGHUV�ZLWK�H[SOLFLW�GD\�
ahead auctions162. In 2013, borders within the Central-East Europe (CEE) region recorded the lowest 
OHYHOV�RI�HI¿FLHQW�FURVV�ERUGHU�FDSDFLW\�XVH�

162 The capacity on the borders between Great Britain and the Netherlands, and between Poland and Sweden is implicitly auctioned. 
Since the most liquid day-ahead price references in the British and the Polish markets are different from the prices formed as a 
UHVXOW�RI�WKH�UHVSHFWLYH�DXFWLRQV��WKH�WZR�ERUGHUV�ZHUH�DOVR�LQFOXGHG�LQ�WKH�DQDO\VLV�RI�WKH�HI¿FLHQW�XVH�RI�WKH�LQWHUFRQQHFWRUV��
The N2EX and PolPX day-ahead prices are used for the respective zones of Great Britain and Poland.
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)LJXUH������ 3HUFHQWDJH�RI�DYDLODEOH�FDSDFLW\��17&��XVHG�LQ�WKH�µULJKW�GLUHFWLRQ¶�LQ�WKH�SUHVHQFH�RI�D�VLJQL¿-
FDQW�SULFH�GLIIHUHQWLDO��SHU�ERUGHU�±���������

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations 

1RWH����2Q�FRXSOHG�ERUGHUV��QRW�VKRZQ�LQ�WKH�¿JXUH�������RI�WKH�DYDLODEOH�FDSDFLW\�LV�XVHG�LQ�WKH�ULJKW�GLUHFWLRQ��ZLWK�WKH�H[FHSWLRQ�RI�
the borders between Great Britain and the Netherlands and between Poland and Sweden. See the Note under Figure 44.

1RWH����7KH�ERUGHUV�ZLWKLQ� WKH�&((�UHJLRQ�ZLWK� µPXOWLODWHUDO¶� WHFKQLFDO�SUR¿OHV��3/�&=�'(�6.�DQG�'(B��+W]�&=�3/��DUH�QRW� LQ-
FOXGHG�LQ�WKLV�¿JXUH��VLQFH�WKH�PHWKRGRORJ\�DSSOLHG�WR�WKH�RWKHU�ERUGHUV��EDVHG�RQ�17&�YDOXHV��LV�QRW�DSSOLFDEOH�WR�WKHVH�&((�ERUGHUV�
IRU�WKLV�RU�WKH�IROORZLQJ�¿JXUHV��)LJXUH����VKRZV�WKDW�LQ������RQ�WKRVH�ERUGHUV��&=�'(��'(�3/��3/�6.��FDSDFLW\�ZDV�XQGHUXWLOLVHG��
DV�WKH\�ZHUH�DIIHFWHG�E\�µZURQJ�ZD\�ÀRZV¶��

287 'XH�WR�WKH�LPSOHPHQWDWLRQ�RI�PDUNHW�FRXSOLQJ�RQ����RXW�RI����ERUGHUV��WKH�(8�KDV�PDGH�D�VLJQL¿FDQW�
HI¿FLHQF\�JDLQ��DQG�KHQFH�LPSURYHG�VRFLDO�ZHOIDUH��IRU�WKH�EHQH¿W�RI�(8�FRQVXPHUV��,Q�RUGHU�WR�NQRZ�
WKH�RYHUDOO�EHQH¿WV�IURP�PDUNHW�FRXSOLQJ�� LW�ZRXOG�EH�GHVLUDEOH�DOVR�WR�H[DPLQH�D�SHULRG�RI�WUDGH�
before the implementation of market coupling for each border. This is not always possible due to the 
lack of comprehensive data on NTC values before September 2012. For non-coupled borders, the 
DFWXDO�µORVV�LQ�VRFLDO�ZHOIDUH¶�FDQ�EH�DVVXPHG�WR�HTXDO�WKH�EHQH¿WV�IURP�PDUNHW�FRXSOLQJ�RQFH�WKLV�LV�
LPSOHPHQWHG��$Q�RUGHU�RI�PDJQLWXGH�IRU�WKH�ZKROH�RI�WKH�(8�FDQ�EH�REWDLQHG�E\�XVLQJ�WKH�HVWLPDWH�
from non-market coupled borders and relate that, proportionally, to the market coupled borders. 
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288 Figure 47 shows that ‘social welfare losses’163 in Europe due to the lack of market coupling amount 
to more than 400 million euros/year (average of 2012 and 2013). This would mean an annual ‘social 
welfare gain’ of around 12.5 million euros per GW of available cross-border capacity, or around 600 
million euros per year for all the borders where market coupling has already been implemented. In 
sum, once market coupling is fully completed, a ‘social welfare gain’ of more than 1 billion euros/year 
is expected164.

289 ,Q�)LJXUH�����WKH�(8�ERUGHUV�DUH�UDQNHG�E\�WKH�µORVV�LQ�VRFLDO�ZHOIDUH¶�GXH�WR�WKH�DEVHQFH�RI�PDUNHW�
coupling in 2012 and 2013. It shows that the French-Swiss border continues to have the highest loss 
in total surplus (almost 70 million euros)165, closely followed by the border between Great Britain and 
,UHODQG��ZKHUH�WKH�µORVV¶�VLJQL¿FDQWO\�LQFUHDVHG�FRPSDUHG�WR�������2Q�WKLV�ERUGHU��QHZ�FDSDFLW\�ZDV�
made available following the commissioning of the East-West interconnector late in 2012. Although 
the new interconnector offers more trading possibilities and will contribute to increasing social wel-
fare in the British and Irish markets, the gains in social welfare are lower than they could be if the Irish 
and British wholesale markets were coupled. The lack of market coupling on this new interconnector, 
partly explains the increase in ‘social welfare losses’ observed on this border in 2013.

163 The ‘loss in social welfare’ associated with the absence of implicit auctions between two bidding zones has been approximated 
below, as the product of the positive price differential across the border between those two zones and the daily capacity that 
remains unused or is used in the opposite direction. This approximation should be considered with caution, as it probably 
overestimates the results due to the absence of implicit methods, although it provides an indication of the scale of the loss of 
social welfare on each border. For more details on the methodology used to calculate ‘loss in social welfare’, see: MMR 2012, 
page 81.

164� 7KLV�H[WUDSRODWLRQ�PLJKW�XQGHUHVWLPDWH�WKH�EHQH¿WV��DV� LW� LV�EDVHG�RQ�HVWLPDWHV�RQ�ERUGHUV�ZKLFK�DUH�QRW�\HW�FRXSOHG��2QH�
ZRXOG�H[SHFW�ERUGHUV�ZKHUH�WKH�EHQH¿WV�DUH�KLJKHVW�WR�EH�FRXSOHG�¿UVW��7KH�¿JXUH�RI��ELOOLRQ�HXURV�\HDU�LV�D�FRQVHUYDWLYH�YDOXH�
compared to the estimates delivered by Booz&Co for the European Commission, see: http://ec.europa.eu/energy/infrastructure/
VWXGLHV�GRF���������BHQHUJ\BLQWHJUDWLRQBEHQH¿WV�SGI.

165 For details on the reasons for the ‘social welfare loss’ on this border, see: MMR 2012, page 82.
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)LJXUH����� (VWLPDWHG�µORVV�LQ�VRFLDO�ZHOIDUH¶�GXH�WR�WKH�DEVHQFH�RI�PDUNHW�FRXSOLQJ��SHU�ERUGHU�±�����±
2013 (million euros) 

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations

Note 1: Only non-coupled borders are shown, with the exception of the borders between Great Britain and the Netherlands and be-
tween Poland and Sweden. See note under Figure 44.

1RWH����7KH�ERUGHUV�ZLWKLQ� WKH�&((�UHJLRQ�ZLWK� µPXOWLODWHUDO¶� WHFKQLFDO�SUR¿OHV�DUH�QRW� LQFOXGHG� LQ� WKLV�¿JXUH��VHH�QRWH�XQGHU�� ,(�
GB (EWIC) refers to the East West Interconnector which links the electricity transmission grids of Ireland and Great Britain. NI-GB 
(MOYLE) refers to the Moyle Interconnector which links the electricity grids of Northern Ireland and Great Britain.

290 7KH�YDOXHV�RI� ORVVHV�GXH� WR� LQHI¿FLHQW� GD\�DKHDG�DOORFDWLRQ�PHWKRGV� VKRZQ�DERYH� LOOXVWUDWH� WKH�
XUJHQW�QHHG�WR�¿QDOLVH�WKH�LPSOHPHQWDWLRQ�RI�WKH�(70��,QGHHG��DQ�LPSRUWDQW�VWHS�WRZDUGV�WKH�IXOO�
implementation of market coupling throughout Europe was achieved on 4 February 2014, when the 
NWE price coupling went live. Also, since 13 May 2014, the capacity on the French-Spanish border 
is implicitly allocated through the PCR algorithm. 

3.2.3 Gross welfare benefits of interconnectors

291 0DUNHW� LQWHJUDWLRQ�LV�H[SHFWHG�WR�GHOLYHU�VHYHUDO�EHQH¿WV��RQH�RI�WKHVH�LV�HQKDQFHG�HFRQRPLF�HI-
¿FLHQF\�� DOORZLQJ� WKH� ORZHVW� FRVW� SURGXFHU� WR� VHUYH� GHPDQG� LQ� QHLJKERXULQJ� DUHDV��7KLV� VHFWLRQ�
VKRZV�WKH�DGGLWLRQDO�EHQH¿W�RI�DQ�LQFUHPHQWDO�LQFUHDVH�LQ�LQWHUFRQQHFWRU�FDSDFLW\�RQ�D�ELGGLQJ�]RQH�
ERUGHU��XVLQJ�WKH�µJURVV�ZHOIDUH�EHQH¿WV¶�LQGLFDWRU��7KH�LQGLFDWRU�LV�EDVHG�RQ�WKH�VDPH�PHWKRGRORJ\�
LQWURGXFHG�LQ�WKH�¿UVW�HGLWLRQ�RI�WKH�005�

292 *URVV�ZHOIDUH�EHQH¿W�LQFOXGHV��¿UVW��µFRQVXPHUV¶�DQG�µSURGXFHUV¶�VXUSOXV�JDLQHG�E\�FRQVXPHUV�DQG�
producers who participate in power exchanges (welfare is measured as the difference between the 
prices bid into the market and the obtained matched prices multiplied by the quantity) and second, 
FRQJHVWLRQ�UHQWV��7KH�¿UVW�FRPSRQHQW�PHDVXUHV�WKH�PRQHWDU\�JDLQ��VDYLQJ��WKDW�FRXOG�EH�REWDLQHG�
by consumers (producers) because they are able to purchase (sell) electricity at a price that is less 
than the higher (lower) price they would be willing to pay (offer) as a result of changes in cross-border 
transmission capacity. The second component corresponds to price differences between intercon-
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nected markets multiplied by hourly aggregated nominations 166 between these markets. It is impor-
WDQW�WR�QRWH�WKDW�JURVV�ZHOIDUH�EHQH¿WV��DV�RSSRVHG�WR�QHW�ZHOIDUH�EHQH¿WV��H[FOXGH�DOO�FRVWV�LQFXUUHG�
by TSOs in making this cross-border capacity available to the market. 

293 For the purpose of this section, several European Power Exchanges167 were asked to perform a 
VLPXODWLRQ�LQ�RUGHU�WR�HVWLPDWH�WKHVH�JURVV�ZHOIDUH�EHQH¿WV�IRU�WKH�\HDU�������7KH�DOJRULWKP�XVHG�IRU�
the simulations originates from the Price Coupling of Regions (PCR) Project, which is a joint effort 
between seven power exchanges, APX, BELPEX, EPEX SPOT, GME, NORD POOL SPOT, OMIE 
and OTE, aimed at implementing a single European day-ahead price coupling of power regions.

294 There are a few caveats underlying the results presented in this section. For example, the gross wel-
IDUH�EHQH¿WV�LQFOXGH�PHUHO\�WKH�SRZHU�WUDGHG�LQ�RUJDQLVHG�GD\�DKHDG�H[FKDQJHV��WKXV�H[FOXGLQJ��IRU�
instance, forward products such as week-ahead, year-ahead and all OTC trade. As a consequence, 
WKH�HVWLPDWHG�VXUSOXVHV�FDQQRW�EH�FRQVLGHUHG�DV�WKH�ZKROH�ZHOIDUH�EHQH¿W�LQ�D�JLYHQ�FRXQWU\��0RUH-
over, not all borders in Europe are included, which is partly due to the fact that not all markets have 
been market-coupled yet, or because not all Power Exchanges participated in the analysis. A strong 
assumption underlying these simulations is that bids submitted in each market remain the same, ir-
respective of the scenario in terms of available cross-border capacity (all things else being equal). 
Furthermore, the results refer to one year (2013), and can change from year to year due to factors 
such as the amount of wind-based generation, the dynamics of hydro power affected by precipitation 
levels and market fundamentals. Due to timing constraints, the most recent and optimal set-up of the 
algorithms was not used for these calculations. Finally, market price boundaries as well as (supply 
DQG�GHPDQG�ELG��FXUYH�VKDSHV�KDYH�D�VWURQJ�LQÀXHQFH�RQ�WKH�FDOFXODWHG�WRWDO�ZHOIDUH��7KLV�PDNHV�LW�
YHU\�GLI¿FXOW�WR�FRPSDUH�WRWDO�ZHOIDUH�EHWZHHQ�GLIIHUHQW�VFHQDULRV�LQ�ZKLFK�WKH�FURVV�ERUGHU�FDSDFLW\�
LV�PRGL¿HG�ZKLOH�DVVXPLQJ�XQFKDQJHG�RUGHU�ERRNV�

295 7KH�JURVV�ZHOIDUH�EHQH¿WV�IRU������ZHUH�FRPSXWHG�IRU�WZR�VFHQDULRV�

��� +LVWRULFDO�VFHQDULR��WKH�JURVV�ZHOIDUH�EHQH¿W�IRU������FDOFXODWHG�RQ�WKH�EDVLV�RI�GHWDLOHG�KLVWRULFDO�
information such as network constraints, the exchange participants’ order books (that is, supply 
and demand bids) and available cross-border capacity. For the latter, the ATC (available transfer 
capacity) was used as a proxy of capacity effectively made available for trade on 24 borders; 

2. Incremental scenario: the same as in the Historical scenario, with the ATC values for each border 
LQÀDWHG�E\�����0:168. As explained above, the assumption is that all other elements (market bids, 
network constraints, market rules, etc.) remain the same.

166 Due to mainly ramping constraints on an interconnector, congestion rents are more accurately assessed by means of nominations 
rather than cross-border capacity.

167 APX, BELPEX, EPEX SPOT, Nord Pool Spot, GME, OMIE and OTE. These were the same Power Exchanges which performed 
the simulations and provided the results shown in this section.

168 It can be argued that the 100 MW threshold used is to some extent an arbitrary value. Absolute values allow for comparing a 
ERUGHU�DFURVV�WKH�(8��DOWKRXJK�����0:�LV�UHODWLYHO\�ODUJH�IRU�VRPH�LQWHUFRQQHFWRUV�DQG�VPDOO�IRU�RWKHUV��6HFRQGO\��WKLV�YDOXH�
LV�PHQWLRQHG�LQ�$UWLFOH���RI�5HJXODWLRQ��(8��1R����������RI����-XQH������DV�D�WKUHVKROG�IURP�ZKLFK�FKDQJHV�LQ�WUDQVPLVVLRQ�
capacity should be reported. See: OJ 2013 L 163/1, 14 June 2013; KWWS���HXU�OH[�HXURSD�HX�/H[8UL6HUY�/H[8UL6HUY�GR"XUL 2-�/
:2013:163:0001:0012:EN:PDF.
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296 Figure 48 shows the so-called ‘Incremental Gain’ for 2013, which is the difference between the gross 
ZHOIDUH�EHQH¿W�IURP�WKH�,QFUHPHQWDO�VFHQDULR�DQG�WKH�+LVWRULFDO�VFHQDULR�DQG�ZKLFK�ERUGHUV�ZRXOG�
EHQH¿W�WKH�PRVW�IURP�PDNLQJ�H[WUD�FDSDFLW\�DYDLODEOH��)RU�FRPSDUDELOLW\��WKH�¿JXUH�DOVR�SUHVHQWV�WKH�
results from the previous two MMR editions, i.e. 2011 and 2012169. Note that extra capacity in this 
context is not necessarily associated with more investments, but could instead be related to more 
HI¿FLHQW�PHWKRGV�RI�FDOFXODWLRQ�FDSDFLW\�

)LJXUH������ 6LPXODWLRQ�UHVXOWV��JURVV�ZHOIDUH�EHQH¿WV�IURP�LQFUHPHQWDO�JDLQ�SHU�ERUGHU�±�����±������PLO-
lion euros)

 

Source: PCR project, including APX, EPEX SPOT, Nord Pool Spot, GME, OMIE (2014)

1RWH���LQGLFDWHV�WKDW�WKH�]RQH�LV�D�*0(�]RQH��'.��12�DQG�6(�ZLWK�D�QXPEHU�UHIHU�WR�WKH�GLIIHUHQW�ELGGLQJ�]RQHV�LQ�'HQPDUN��1RUZD\�
and Sweden. The results ranged for 2013.

297 $V�IRU�SUHYLRXV�\HDUV��WKH�¿JXUH�LQGLFDWHV�WKDW�LQ������DGGLWLRQDO�FDSDFLW\�EHWZHHQ�,WDO\�DQG�)UDQFH�
would have yielded the highest social welfare increase (i.e. almost an additional 16 million euros per 
year in 2013, which is, however, about a third less than a year before). Other interesting interconnec-
tors in 2013 for improving capacity include the borders between: the Netherlands-Germany (on this 
border, the social welfare increase nearly tripled between 2012 and 2013 from 4 million euros per 
year to 13 million, respectively), Netherlands-Norway, Netherlands-Germany, France-Great Britain, 
France-Spain and Germany-Sweden.

298 This indicator should be further developed to become a monitoring tool which can be used to assess 
the utilisation of the existing network and track the progress of market integration.

169 Different versions of the algorithm were used for the two years.
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3.3 Improving the functioning of the internal market: removing barriers 

299 This section refers to the different features of the ETM in order to illustrate how it can contribute to 
UHPRYLQJ�WKH�LGHQWL¿HG�EDUULHUV�WR�IXUWKHU�LQWHJUDWLRQ�RI�WKH�,(0��

3.3.1 Utilisation of cross-border capacity in the intraday and balancing timeframes

300 Cross-border capacities are offered to the market and traded in different timeframes. After the forward 
and day-ahead timeframes, remaining capacities are offered for trade during the intraday timeframe 
and for exchanges in the balancing timeframe. This section presents a review of the use of capacities 
in these two timeframes with a view to identifying the remaining barriers to the further integration of 
the Internal Electricity Market. First, it evaluates the impact of different capacity allocation methods 
on cross-border intraday trade. Second, it assesses the potential use of the remaining cross-border 
capacity after the intraday timeframe to further integrate the balancing markets.

Cross-border intraday trade

301 An intraday market is a market that operates between the gate closure of the day-ahead market and 
the intraday gate closure time (i.e. the point in time when energy trading for the intraday timeframe 
is no longer permitted).

302 The level of liquidity in intraday markets is a key element in achieving well-functioning intraday mar-
NHWV�DQG�HI¿FLHQW�FURVV�ERUGHU�LQWUDGD\�WUDGLQJ��,Q�SDUWLFXODU��LOOLTXLG�LQWUDGD\�PDUNHWV�PD\�KLQGHU�WKH�
HI¿FLHQW�XWLOLVDWLRQ�RI�WKH�DYDLODEOH�FURVV�ERUGHU�LQWUDGD\�FDSDFLW\��ZKLOH�LQWUDGD\�FURVV�ERUGHU�WUDGH�
may contribute to the development of liquidity in these national markets. 

303 Figure 49 provides an overview of the liquidity level (expressed as traded volumes) in national or-
ganised intraday markets and their designs in 2013. The different levels of liquidity of national mar-
kets can be explained by many factors, including the amount of intermittent generation and how the 
market design addresses the uncertainty of wind (and other intermittent) generation forecasts, i.e. 
whether intermittent generation is incentivised to minimise its imbalances by adjusting its schedule 
in the intraday timeframe. For instance, the three markets with the highest levels of intraday liquidity 
(i.e. the Iberian, Italian and German markets) have a high level of intermittent generation. In Spain, 
with the highest volumes traded in the intraday timeframe, intermittent generation is incentivised 
in the same way as conventional generation to reduce their imbalances. In Germany, intermittent 
generators are not charged for their imbalances, while in Italy they are charged, although less than 
conventional generation. 

304 In addition, other local factors affect intraday liquidity. These include whether the intraday market is 
exclusive170 and whether portfolio bidding is allowed. In non-exclusive intraday markets, a portion of 
intraday volumes can be traded through bilateral trading (e.g. in Germany), thus reducing the intra-
day liquidity observed in the organised intraday markets. A similar effect occurs when portfolio bid-
ding is allowed171��VLQFH�PDUNHW�SDUWLFLSDQWV�PD\�SUHIHU�WR�UH¿QH�WKHLU�VFKHGXOHV�LQWHUQDOO\�UDWKHU�WKDQ�
through the organised intraday market. This is opposed to unit bidding (e.g. applied in the Iberian 
Market) where generators have to submit a separate market bid for each of their generating units.

170 That is, whether the organised intraday market is the only way for a market participant to be able to change their nominated 
SRVLWLRQ�DIWHU�WKH�GD\�DKHDG�PDUNHW�DQG�DKHDG�RI�WKH�¿QDO�LQWUDGD\�JDWH�FORVXUH�

171� 8QGHU�SRUWIROLR�ELGGLQJ�DUUDQJHPHQWV��D�PDUNHW�SDUWLFLSDQW�FDQ�VHQG�RQH�ELG�IRU�HQHUJ\�LQ�D�VLQJOH�ELGGLQJ�]RQH��FRYHULQJ�ERWK�
all of its production assets and any demand it is responsible for procuring on behalf of end-customers.
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)LJXUH������ ,QWUDGD\�OLTXLGLW\�DQG�GHVLJQ�LQ�QDWLRQDO�PDUNHWV�±�������7:K�

 

Source: The CEER national indicators database (2014)

305 )LJXUH����VKRZV�WKH�UHODWLYHO\�ORZ�XWLOLVDWLRQ�OHYHOV�RI�LQWUDGD\�(8�FURVV�ERUGHU�FDSDFLW\�FRPSDUHG�WR�
the day-ahead timeframe (including long-term nominations) between 2010 and 2013. It also shows 
that, in 2013, the utilisation of cross-border capacity in the intraday timeframe remained virtually 
unchanged compared to 2012, whereas between these years the use of capacities in the day-ahead 
WLPHIUDPH�LQFUHDVHG�E\�����&DSDFLW\�XQGHUXWLOLVDWLRQ�LV�QRW�QHFHVVDULO\�DQ�LQHI¿FLHQW�RXWFRPH��VLQFH�
HOHFWULFLW\�PDUNHW�SULFHV�PD\�QRW�KDYH�MXVWL¿HG�D�WUDGH�DW�WKH�WLPH�WKH�FDSDFLW\�ZDV�RIIHUHG��L�H��WKHUH�
was no scarcity. More detailed analysis, including price information, is required to assess the level 
RI�HI¿FLHQF\�LQ�WKH�XVH�RI�FURVV�ERUGHU�FDSDFLWLHV��7KH�FRQVLVWHQF\�RI�LQWUDGD\�SULFH�GLIIHUHQWLDOV�ZLWK�
intraday cross-border trade is one of the elements analysed in what follows.
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Figure 50:  Evolution of the annual level (average values) of commercial use of interconnections (day-ahead 
DQG�LQWUDGD\��DV�D�SHUFHQWDJH�RI�17&�YDOXHV�IRU�DOO�(8�ERUGHUV�±�2FWREHU�����±��������

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations

Note: More than 40 EU borders were included in the analysis.

306 Figure A 9 in annex 10 shows the cross-border capacity available after the day-ahead gate closure 
per border. In 2013, the available cross-border capacity was not, on most borders, an impediment 
to developing cross-border intraday trade. However, there are some directions where less than 10% 
of the capacity remains available for use in the intraday timeframe, such as from Austria to Italy, 
France to Italy or Slovenia to Italy. On other borders where congestion is frequent (e.g. in the direc-
tion from Norway to the Netherlands, where on average less than 15% of cross-border capacity is 
still available after the allocation of capacity in the day-ahead timeframe), it is often argued172 that 
there could be an added value in reserving some day-ahead cross-border capacity for potential use 
in the intraday or balancing timeframes. This added value is associated with the potential use of 
LQWHUFRQQHFWRUV�IRU�H[FKDQJLQJ�UHVHUYH�FDSDFLW\��H�J��ÀH[LEOH�UHVHUYHV��LQ�RUGHU�WR�KDYH�WKH�RSWLRQ�
of using it during the intraday or balancing timeframes in case of unexpected events. An assess-
PHQW�RI�WKH�SRWHQWLDO�EHQH¿WV�IURP�UHVHUYLQJ�GD\�DKHDG�FURVV�ERUGHU�FDSDFLW\�IRU�LWV�SRWHQWLDO�XVH�
in the intraday or balancing timeframes would require a sophisticated welfare analysis to calculate 
the value of using the network capacity in different timescales. This analysis falls outside the scope 
of this report.

172 See: KWWS���ZZZ�SR\U\�FRP�VLWHV�GHIDXOW�¿OHV�LPFH�¿OHV�UHYHDOLQJBWKHBYDOXHBRIBÀH[LELOLW\BSXEOLFBUHSRUWBY�B��SGI.
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307 Figure 51 shows an upward trend in traded volumes since 2010 in the intraday timeframe. In 2013, 
WKH�PRVW�VLJQL¿FDQW�SURJUHVV�FRPSDUHG�WR������ZDV�UHFRUGHG�RQ�WKH�ERUGHUV�EHWZHHQ�6ZLW]HUODQG�
and France, and between Austria and Germany. The increase in trade followed the introduction of 
regulatory changes in the respective intraday markets. Since June 2013, the allocation model on the 
Swiss-French border includes continuous implicit intraday allocation, in parallel with the previous 
explicit allocation system. This is considered as an interim step towards the full implementation of 
the intraday Target Model173. On the Austrian-German border, the improvement took place following 
the expansion of the continuous intraday market to Austria in October 2012.

Figure 51:  Level of intraday cross-border trade: absolute sum of net intraday nominations for a selection 
RI�(8�ERUGHUV�±�����±������*:K��

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations 

Note: Only borders with aggregated intraday nominations above 200GWh in 2013 are shown. 

308 For the intraday timeframe, the ETM envisages an implicit cross-border capacity allocation mecha-
nism using continuous trading on electricity markets, with reliable pricing of intraday transmission 
FDSDFLW\�UHÀHFWLQJ�FRQJHVWLRQ��7KLV�PRGHO�DLPV��DPRQJ�RWKHU�WKLQJV��WR�SURYLGH�PDUNHW�SDUWLFLSDQWV�
ZLWK�D�IDVW��RQ�VKRUW�QRWLFH��DQG�ÀH[LEOH�ZD\�RI�DGMXVWLQJ�WKH�SRUWIROLR�RI�PDUNHW�SDUWLFLSDQWV��ZKLFK�LV�
particularly important in view of the increasing share of variable RES-based generation, and to allow 
IRU�WKH�HI¿FLHQW�XVH�RI�WKH�DYDLODEOH�LQWUDGD\�FURVV�ERUGHU�FDSDFLW\��7KH�DELOLW\�RI�WKH�YDULRXV�LQWUDGD\�
FURVV�ERUGHU�DOORFDWLRQ�PHWKRGV�WR�SURYLGH�ÀH[LELOLW\�DQG�WR�UHDOLVH�DQ�HI¿FLHQW�XVH�RI�WKH�LQWHUFRQ-
nectors is assessed in what follows.

309 The ability of cross-border intraday trade to allow close-to-real-time trading can be regarded as an 
LQGLFDWRU�RI�ÀH[LELOLW\��)LJXUH����VKRZV�WKDW�LQWUDGD\�FDSDFLW\�DOORFDWLRQ�PHWKRGV�IHDWXULQJ�FRQWLQX-
ous trading allow for close-to-real-time trade as opposed to methods which are based on implicit or 
explicit auctions.

173 According to the Framework Guidelines on Capacity Allocation and Congestion Management for Electricity, explicit access is 
considered as a transitional arrangement until sophisticated products which meet the needs of market parties are developed. 
The removal of direct explicit access for each border will be subject to consultation with market parties and then approval by the 
relevant NRAs.
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310 7KH�H[WUD�ÀH[LELOLW\�RIIHUHG�E\�FRQWLQXRXV� LQWUDGD\� WUDGLQJ�FRPSDUHG� WR�RWKHU�GHVLJQV�DSSHDUV� WR�
be valued by the market. According to Figure 52, almost half of the intraday capacity (45%) on the 
analysed borders featuring continuous intraday trading is requested and allocated between one and 
three hours prior to delivery in 2013. This close-to-real-time capacity demand indicates that intraday 
markets serve balancing needs for market players associated with RES. 

Figure 52:  Allocation of intraday cross-border capacity according to the time remaining to delivery for a 
VHOHFWLRQ�RI�ERUGHUV�±����������

 

Source: CRE (2014) 

311 $VVHVVLQJ�WKH�OHYHO�RI�HI¿FLHQF\�RI�FURVV�ERUGHU�FDSDFLW\�LQ�WKH�LQWUDGD\�WLPHIUDPH�LV�QRW�VWUDLJKW-
forward. The main challenge stems from the lack of a unique intraday price for the two areas across 
a given border and time unit, as opposed to the day-ahead market, where a single price is usually 
cleared for every price area and time unit (typically one price for every hour). Based on these prices, 
DQ�LQGLFDWLRQ�RI�WKH�HI¿FLHQF\�RI�FURVV�ERUGHU�WUDGH�FDQ�EH�SURYLGHG�E\�WKH�VKDUH�RI�KRXUV�ZKHQ�ÀRZV�
are set from the lower to the higher price zone in each hour (see section 3.2.2.1 where this is done 
for the day-ahead timeframe). 

312 )RU�WKH�SXUSRVH�RI�DVVHVVLQJ�WKH�HI¿FLHQW�XWLOLVDWLRQ�RI�LQWUDGD\�FURVV�ERUGHU�FDSDFLW\��WKH�PRVW�UHS-
resentative prices are provided by the closest-to-real-time trades, since they are considered to better 
UHYHDO�WKH�YDOXH�RI�FURVV�ERUGHU�FDSDFLW\�DW�WKH�WLPH�ZKHQ�¿QDO�FURVV�ERUGHU�QRPLQDWLRQV�DUH�GH-
termined. In the case of several auction rounds, the closest-to-real-time trades can be valued at the 
price of the last auction for every delivery hour. In the case of continuous trading, Figure 52 suggests 
that the weighted average intraday prices should be aligned with the prices of the closest-to-real-time 
trades (due to their highest weight in the average)174. 

174 Indeed, power exchanges usually release a price reference (a clearing price in the case of auctions, and index or a weighted 
average in the case of continuous trading, etc.) which can be taken as a proxy for the true value of the energy traded at the 
intraday timeframe.
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313 )LJXUH����VKRZV�WKH�FRQVLVWHQF\�EHWZHHQ�LQWUDGD\�SULFH�GLIIHUHQWLDOV�DQG�¿QDO�QHW�QRPLQDWLRQV��)LUVW��
it illustrates the potential of cross-border intraday trade per border by showing the number of hours 
with a price differential of more than 1 euro/MWh and more than 100 MW of capacity available in the 
‘right’ economic direction’ on a given border-direction. According to this indicator, all borders included 
in the analysis have the potential to be used in the intraday timeframe. Even on the French-Italian 
border, usually congested from France to Italy in the day-ahead timeframe, cross-border intraday 
WUDGH�LQ�WKDW�GLUHFWLRQ�ZRXOG�EH�HI¿FLHQW�GXULQJ�PRUH�WKDQ�������KRXUV�LQ�������6HFRQG��WKH�¿JXUH�
LOOXVWUDWHV�WKH�HI¿FLHQF\�LQ�WKH�FURVV�ERUGHU�LQWUDGD\�WUDGH�E\�VKRZLQJ�WKH�VKDUH�RI�KRXUV�ZKHQ�WKH�
capacity available at the intraday timeframe is used in the ‘right’ direction175. It shows that borders 
featuring implicit cross-border allocation methods (in particular implicit auctions176) rank highest in 
GHOLYHULQJ�DQ�HI¿FLHQW�XVH�RI�WKH�LQWHUFRQQHFWRUV��7KH�)UHQFK�,WDOLDQ�ERUGHU�IHDWXULQJ�H[SOLFLW�FURVV�
ERUGHU�DXFWLRQV�UHFRUGV�WKH�ORZHVW�HI¿FLHQF\�LQ�WKH�XVH�RI�LQWUDGD\�FURVV�ERUGHU�FDSDFLW\�

)LJXUH������ 3RWHQWLDO� IRU� LQWUDGD\� FURVV�ERUGHU� WUDGH�DQG�HI¿FLHQF\� LQ� WKH�XVH�RI� FURVV�ERUGHU� LQWUDGD\�
FDSDFLW\�RQ�D�VHOHFWLRQ�RI�(8�ERUGHUV�±�������QXPEHU�RI�KRXUV��

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations 

Note 1: Since intraday liquidity (volumes traded) is relatively low in some markets, an arbitrary threshold of 50 MW was used for the 
DQDO\VLV��7KH�SHUFHQWDJHV�LOOXVWUDWH�HI¿FLHQF\�E\�LQGLFDWLQJ�WKH�VKDUH�RI�WKH�KRXUV�ZKHQ�FDSDFLW\�LV�XVHG�LQ�WKH�ULJKW�GLUHFWLRQ��!���
0:�XVHG��ZLWK�LQWUDGD\�SULFH�GLIIHUHQWLDOV�RI�DW�OHDVW���HXUR�0:K�DQG�VXI¿FLHQW�DYDLODELOLW\�RI�FURVV�ERUGHU�FDSDFLW\��DW�OHDVW�����0:�� 
Note 2: The French-German border features both implicit continuous and explicit OTC cross-border capacity allocation. 

175 A threshold of 50 MW of cross-border capacity used in the ‘right’ direction was taken.
176� )LJXUH����VKRZV�WKDW�LPSOLFLW�DXFWLRQV�VHHP�WR�SHUIRUP�EHWWHU�WKDQ�LPSOLFLW�FRQWLQXRXV�WUDGH�LQ�WHUPV�RI�HI¿FLHQF\��+RZHYHU��WKLV�

conclusion should be treated cautiously for two reasons. First, the analysis of implicit continuous trading has been performed 
only on a border (between Germany and France) where continuous trading runs in parallel with explicit allocation. Second, 
the indicator used in Figure 53 is based on volume-weighted average prices (in the case of continuous trading) and should be 
FRQVLGHUHG�DV�D�SUR[\�IRU�PHDVXULQJ�HI¿FLHQF\�
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314 (I¿FLHQF\�DW�WKH�)UHQFK�*HUPDQ�ERUGHU��IHDWXULQJ�ERWK�LPSOLFLW�FRQWLQXRXV�DQG�H[SOLFLW�27&�FURVV�
border capacity allocation, is slightly lower than what could be expected. In theory, the implicit con-
WLQXRXV�DOORFDWLRQ�RI�FURVV�ERUGHU�FDSDFLW\�VKRXOG� WHQG�WR�VHW� WKH�QHW�FURVV�ERUGHU�ÀRZV�IURP�WKH�
lower to the higher price zone. Nevertheless, in 2013 the cross-border intraday net nominations on 
the interconnector were not always aligned with the intraday price differentials across the border. 
This could be due to a combination of factors. First, intraday liquidity on the French intraday market 
is relatively low177. Second, continuous intraday trading might allow bilateral trading to take place 
at prices not fully aligned with the remaining bids and offers. These two elements could cause the 
weighted average intraday prices (the ones used for the analysis above) not to be fully aligned with 
WKH�SULFHV�RI�WKRVH�WUDGHV�ZKLFK�GHWHUPLQH�WKH�FURVV�ERUGHU�ÀRZV��)LQDOO\��WKH�FR�H[LVWHQFH�RI�WZR�
cross-border capacity allocation methods (implicit continuous and explicit OTC) might result in an 
LPSHUIHFW�DOLJQPHQW�RI�SULFHV�DQG�FURVV�ERUGHU�ÀRZV��7KH�SUHFLVH�LQÀXHQFH�RI�DOO�WKHVH�IDFWRUV�RQ�WKH�
HI¿FLHQW�XVH�RI�WKLV�LQWHUFRQQHFWRU�QHHGV�WR�EH�IXUWKHU�DQDO\VHG�

315 Finally, Figure 53 shows that the full utilisation of the available intraday cross-border capacity in the 
SUHVHQFH�RI�VLJQL¿FDQW�SULFH�GLIIHUHQWLDOV�LV�QRW�IUHTXHQWO\�DFKLHYHG�RQ�PRVW�ERUGHUV��7KLV�LV�XVXDOO\�
GXH�WR�LQHI¿FLHQW�FURVV�ERUGHU�DOORFDWLRQ�PHWKRGV��PDLQO\�H[SOLFLW�PHFKDQLVPV���FRPELQHG�ZLWK�OLP-
ited intraday liquidity.

316 The following conclusions can be drawn. First, cross-border capacity is not currently an impedi-
ment to developing intraday cross-border trade. Second, the combined analysis of available intraday 
FURVV�ERUGHU�FDSDFLW\�DQG�LQWUDGD\�SULFH�GLIIHUHQWLDOV�VKRZV�WKDW�D�VLJQL¿FDQW�DPRXQW�RI�FURVV�ERUGHU�
capacity remains underutilised. Third, continuous allocation methods (either implicit or explicit) seem 
PRUH�DGHTXDWH�WR�SURYLGH�WKH�ÀH[LELOLW\�QHHGHG�WR�DFFRPPRGDWH�WKH�LQFUHDVLQJ�DPRXQW�RI�5(6��)L-
QDOO\��LPSOLFLW�PHWKRGV�SHUIRUP�EHWWHU�LQ�WHUPV�RI�HI¿FLHQF\�WKDQ�DQ\�RWKHU�H[SOLFLW�DOORFDWLRQ�PHWKRGV�
(either pro-rata or based on auctions)178��,Q�WKH�IXWXUH��WKH�005�ZLOO�FRQWLQXH�WR�WUDFN�HI¿FLHQF\�LQ�WKH�
use of intraday cross-border capacities.

317 The implementation of the intraday Target Model will improve the liquidity of national intraday mar-
NHWV�DV�ZHOO�DV�HI¿FLHQF\�LQ�WKH�XVH�RI�LQWUDGD\�FURVV�ERUGHU�FDSDFLW\��7KLV�ZLOO�KHOS�FUHDWH�D�WUXO\�
LQWHJUDWHG�(XURSHDQ�LQWUDGD\�PDUNHW�WKDW�LV�DEOH�WR�HI¿FLHQWO\�EDODQFH�DQG�GLVSDWFK�WKH�LQFUHDVLQJ�
amount of RES close to real time. The implementation of the intraday Target Model was delayed 
VHYHUDO�WLPHV�LQ������DQG������GXH�WR�WKH�GLI¿FXOWLHV�IRXQG�E\�3RZHU�([FKDQJHV�LQ�DJUHHLQJ�GXULQJ�
the selection and negotiation process with the intraday platform provider. The rapid adoption of the 
Governance Guideline accompanying the CACM Comitology Guideline179 should contribute to pro-
YLGLQJ�D�PRUH�UREXVW�JRYHUQDQFH�IUDPHZRUN�DQG�WKHUHIRUH�D�PRUH�HI¿FLHQW�GHFLVLRQ�PDNLQJ�SURFHVV�

177 The intraday volumes in France are not as high as in other intraday markets such as the Iberian or Italian ones.
178� 8QWLO�WKH�SUREOHP�RI�HI¿FLHQW�FDSDFLW\�SULFLQJ�ZLWKLQ�FRQWLQXRXV�DOORFDWLRQ�LV�VROYHG��LQWUDGD\�FDSDFLW\�LV�LPSOLFLWO\�DOORFDWHG�IRU�

IUHH�DQG�RQ�D�¿UVW�FRPH�¿UVW�VHUYHG�EDVLV��,W�KDV�WR�EH�QRWHG�WKDW�WKLV�DSSURDFK�PD\�QRW�EH�HI¿FLHQW�ZKHQ�WKH�FDSDFLW\�OHIW�RYHU�
IURP�WKH�GD\�DKHDG�PDUNHW�FRXSOLQJ�EHFRPHV�YDOXDEOH�LQ�WKH�LQWUDGD\�WLPHIUDPH�GXH�WR��H�J��VLJQL¿FDQW�FKDQJHV�LQ�VXSSO\�DQG�
demand or due to a sudden increase in transmission capacity following a recalculation of capacity in the intraday timeframe. 
+RZHYHU��WKH�$JHQF\�H[SHFWV�WKDW�WKH�IXWXUH�GHYHORSPHQW�RI�DQ�HI¿FLHQW�FDSDFLW\�SULFLQJ�PHWKRGRORJ\��DV�IRUHVHHQ�LQ�WKH�GUDIW�
&$&0�QHWZRUN�FRGH��ZLOO�LPSURYH�WKH�RYHUDOO�IXQFWLRQLQJ�DQG�HI¿FLHQF\�RI�WKH�LQWUDGD\�PDUNHW�

179� $W� WKH� ��WK�PHHWLQJ� RI� WKH�(XURSHDQ�(OHFWULFLW\�5HJXODWRU\� )RUXP�� )ORUHQFH�� ��±���0D\� ������ LW�ZDV� DQQRXQFHG� WKDW� WKH�
Commission would propose to adopt the CACM Regulation as binding Guidelines (instead of a network code) in the Comitology 
procedure.
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Cross-border exchange of balancing services 

318 Electricity system balancing includes all the actions and processes performed by a TSO in order to 
ensure that the total electricity withdrawals (including losses) equal the total injections in a control 
area at any given moment180��,Q�YLHZ�RI�WKLV��762V�PDLQWDLQ�WKH�V\VWHP�IUHTXHQF\�ZLWKLQ�SUHGH¿QHG�
stability limits by drawing on balancing services, which include balancing reserves and balancing 
energy. In addition, according to the Framework Guidelines on Electricity Balancing, TSOs are re-
sponsible for organising balancing markets and shall strive for their integration, keeping the system 
LQ�EDODQFH�LQ�WKH�PRVW�HI¿FLHQW�PDQQHU��$PRQJ�RWKHU�HOHPHQWV��DGHTXDWH�LPEDODQFH�VHWWOHPHQW181 
mechanisms and cross-border balancing exchanges are the key elements in ensuring that systems 
DUH�EDODQFHG�LQ�WKH�PRVW�HI¿FLHQW�ZD\�

319 $Q�LQWHJUDWHG�FURVV�ERUGHU�EDODQFLQJ�PDUNHW�DLPV�DW�PD[LPLVLQJ�WKH�HI¿FLHQF\�RI�EDODQFLQJ��E\�XV-
LQJ�WKH�PRVW�HI¿FLHQW�EDODQFLQJ�UHVRXUFHV��ZKLOH�VDIHJXDUGLQJ�RSHUDWLRQDO�VHFXULW\182. This section 
UHSRUWV�¿UVW�RQ�WKH�OHYHO�RI�H[FKDQJH�RI�EDODQFLQJ�VHUYLFHV�DFURVV�(8�ERUGHUV�LQ������DQG�VHFRQG�RQ�
the potential for further integration and harmonisation of balancing markets in Europe. 

320 Currently, balancing markets in Europe are generally national in scope (or smaller) and supplying 
EDODQFLQJ�HQHUJ\��RU�UHVHUYHV��DFURVV�D�ERUGHU�WR�DQ�DGMDFHQW�06�LV�QRW�IUHTXHQWO\�DOORZHG��,QVXI¿-
FLHQW�FRRUGLQDWLRQ�DPRQJ�762V��WKH�DEVHQFH�RI�(8�ZLGH�UHJXODWRU\�UXOHV�IRU�FURVV�ERUGHU�H[FKDQJH�
of balancing services and the lack of harmonisation of the main aspects of national balancing mar-
kets seem to be the main factors causing the lack of progress observed in the integration of balanc-
ing markets. In addition, some other challenges are frequently present in the balancing markets, 
LQFOXGLQJ� DQ� LQVXI¿FLHQW� OHYHO� RI� FRPSHWLWLRQ� GXH� WR� KLJK�PDUNHW� FRQFHQWUDWLRQ��ZKLFK�PD\� UHVXOW�
in higher balancing costs for end-users. An assessment of the performance of national balancing 
markets has not been performed for this report. Nevertheless, it should be noted that the integration 
�DQG�DGHTXDWH�KDUPRQLVDWLRQ��RI�EDODQFLQJ�PDUNHWV�UHVXOWV�LQ�HI¿FLHQF\�JDLQV�DW�WKH�QDWLRQDO�OHYHO�
for at least the following reasons. First, it lowers market concentration, hence reducing the scope for 
exercising market power. Second, by integrating balancing markets, low cost resources are better 
utilised, yielding a decrease in overall costs for balancing services. And third, the harmonisation of 
the main aspects of national balancing markets should contribute to reducing distortions and to pre-
YHQWLQJ�DQ�LQHI¿FLHQW�H[FKDQJH�RI�EDODQFLQJ�VHUYLFHV�

321 Figure 54 and Figure 55 show, respectively, the share of balancing reserves procured and the share 
of balancing energy activated abroad183 in 2013. It illustrates that the exchange of balancing ser-
YLFHV�DFURVV�WKH�DQDO\VHG�(8�ERUGHUV�LV�FXUUHQWO\�OLPLWHG��([FHSWLRQV�LQFOXGH�(VWRQLD��6ZLW]HUODQG�
and Slovenia, where the amount of reserves contracted abroad represented 100%, 53% and 47%, 
respectively, of the system reserves in 2013, and France, where the share of balancing energy con-
tracted abroad represented 15% of the total activated balancing energy in 2013. 

180 However, this section does not address the issue of system adequacy, which refers to the ability of the system to meet electricity 
demand at all times in the future.

181� ,PEDODQFH�6HWWOHPHQW�LV�D�¿QDQFLDO�VHWWOHPHQW�PHFKDQLVP�DLPHG�DW�FKDUJLQJ�RU�SD\LQJ�%DODQFLQJ�5HVSRQVLEOH�3DUWLHV��%53V��
for their imbalances.

182 Operational security refers to the transmission system’s capability to operate within operational security limits (i.e. thermal, 
voltage, short-circuit current, frequency and dynamic stability limits).

183 The values of balancing energy activated abroad are taken from the survey among NRAs through the ERI in 2014. However, the 
answers did not include all the energy activated abroad, e.g. they excluded the activated balancing energy when the exchange is 
based on a multilateral TSO model with a CMO list (e.g. Nordic countries). Volumes of imbalance netting were also not included.
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)LJXUH������ (8�EDODQFLQJ�FDSDFLW\�FRQWUDFWHG�DEURDG��HQHUJ\�DQG�FDSDFLW\��DV�D�SHUFHQWDJH�RI�WKH�DPRXQW�
RI�UHVHUYH�FDSDFLW\�LQ�QDWLRQDO�EDODQFLQJ�PDUNHWV�±����������

 

Source: Data provided by NRAs through the ERI (2014) 

1RWH��7KH�GDWD�RQ�FDSDFLW\��RU�UHVHUYH�FDSDFLW\��XVHG�WR�FDOFXODWH�WKH�SHUFHQWDJHV�SUHVHQWHG�LQ�WKLV�¿JXUH�UHIHU�WR�DOO�W\SHV�RI�UH-
serves, with the exception of Spain, where manually-activated frequency restoration reserves are not included.

)LJXUH������ (8�EDODQFLQJ�HQHUJ\�DFWLYDWHG�DEURDG�DV�D�SHUFHQWDJH�RI�WKH�DPRXQW�RI�WRWDO�EDODQFLQJ�HQ-
ergy activated in national balancing markets (%) 

 

Source: Data provided by NRAs through the ERI (2014)

1RWH��7KH�GDWD�XVHG�WR�FDOFXODWH�WKH�SHUFHQWDJHV�SUHVHQWHG�LQ�WKLV�¿JXUH�UHIHU�WR�EDODQFLQJ�HQHUJ\�DFWLYDWHG�IURP�DOO�W\SHV�RI�UHVHUYHV��
ZLWK�WKH�H[FHSWLRQ�RI�)UDQFH��ZKHUH�RQO\�EDODQFLQJ�HQHUJ\�IURP�IUHTXHQF\�UHVWRUDWLRQ�UHVHUYHV�LV�LQFOXGHG��7KH�¿JXUH�GRHV�QRW�LQFOXGH�
all the energy activated abroad, e.g. it excludes the activated balancing energy when the exchange is based on a multilateral TSO 
model with a CMO list (e.g. Nordic countries). Volumes of imbalance netting are not included.
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322 ,Q�RUGHU�WR�DFKLHYH�DQ�HI¿FLHQW�H[FKDQJH�RI�EDODQFLQJ�VHUYLFHV��FRPPRQ�VWDQGDUG�SURGXFWV�PXVW�EH�
GH¿QHG�E\�762V�DQG�DQ�DGHTXDWH�OHYHO�RI�KDUPRQLVDWLRQ�RI�FRUH�DVSHFWV�RI�EDODQFLQJ�PHFKDQLVPV�
VKRXOG�EH�DFKLHYHG��7KLV�ZRXOG�DOORZ� WKRVH�SURGXFWV� WR�DFKLHYH�VXI¿FLHQW� OLTXLGLW\�DQG�DGHTXDWH�
competition in the markets where they are traded. 

323 The exchange of cross-border balancing services can take several forms, depending on their level 
of integration. For example, the cross-border trade of these products can be based on the exchange 
RI�VXUSOXVHV��L�H��ZKDW� UHPDLQV�DYDLODEOH�DIWHU�D�762�KDV�VHFXUHG�VXI¿FLHQW�VHUYLFHV� WR�PHHW� WKH�
expected balancing needs of its own system) or can be based on the sharing of all the available 
resources by using a CMO list. According to the Framework Guidelines on Electricity Balancing, the 
target model for the exchange of balancing energy will be based on a multilateral TSO-TSO model184 
with a CMO list for the manually-activated frequency restoration reserves (FRR)185 and replacement 
reserves (RR)186, and on an equivalent concept for an automatically activated FRR.

324 In 2013, in parallel with the framework guidelines and network codes process, ENTSO-E has ap-
proved a number of pilot projects on balancing intended to gain bottom-up experience for the imple-
mentation of the European Balancing Market established in the Agency’s framework guidelines187. 
The text below provides more details on the extension of the current balancing mechanism between 
GB and France (BALIT) to the borders between Portugal and Spain and between Spain and France, 
in the context of the above-mentioned pilot projects.

184 A TSO-TSO model is a model for the exchange of balancing services exclusively by TSOs. It is the standard model for exchanging 
balancing services. A TSO-BSP model is a model for the exchange of balancing capacity or the exchange of balancing energy 
where the contracting TSO has an agreement with a BSP in another responsibility or scheduling area.

185 Frequency Restoration Reserves are the active power reserves activated to restore system frequency to the nominal frequency 
and for synchronous areas consisting of more than one load-frequency control area power balance to the scheduled value.

186 Replacement Reserves are the reserves used to restore/support the required level of Frequency Restoration Reserves to be 
prepared for additional system imbalances.

187 See: footnote 141.
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Case study 8: Extension of the BALIT mechanism to the SWE region 

Within the ERI SWE region (Portugal, Spain and France), the three respective TSOs have been 
working on the implementation of a cross-border balancing scheme since 2010. These TSOs de-
cided to use the BALIT platform to manage the exchange of balancing energy from replacement re-
serves. This platform was designed and developed by RTE to manage the exchange of cross- border 
balancing energy between Great Britain and France. The balancing exchanges were launched on 11 
June 2014 at the French-Spanish interconnection and on 16 June 2014 at the Portuguese-Spanish 
interconnection.

The project consists of the implementation of bilateral TSO-TSO exchanges across the SWE bor-
ders, i.e. Portugal-Spain and Spain-France. Each TSO will be able to submit bids to the platform cor-
responding to their surplus of energy over its required margins, i.e. each TSO will only share bids that 
are not considered necessary to maintain its system control area within security limits. Close to real 
time, the TSOs will be able to activate bids submitted by a neighbouring TSO, which is subject to the 
FRQ¿UPDWLRQ�WKDW�WKHUH�LV�QR�GDQJHU�WR�WKH�VHFXULW\�RI�WKH�V\VWHP�IURP�ZKHUH�WKH�ELG�ZDV�VXEPLWWHG��

$V�VRRQ�DV�D�762�DFWLYDWHV�D�FURVV�ERUGHU�EDODQFLQJ�ELG��WKLV�LV�QRWL¿HG�WR�WKH�762�WKDW�VXEPLWWHG�
WKH�ELG��7KH�WLPLQJ�IRU�WHQGHULQJ�DQG�DFWLYDWLQJ�FURVV�ERUGHU�EDODQFLQJ�ELGV�LV�GHSLFWHG�EHORZ�LQ�¿J-
ure i. It shows that 50 minutes before delivery, the tendering process is closed, i.e. no more bids can 
be submitted to the platform. TSOs can then request the activation of cross-border bids no later than 
���PLQ��DKHDG�RI�GHOLYHU\�WLPH��7KH�DFWLYDWLRQ�RI�ELGV�PXVW�EH�FRQ¿UPHG�VKRUWO\�DIWHU�����PLQ��DKHDG�
of delivery time at the latest).

Figure i:  Schematic representation of the tendering and activations of balancing bids in the BALIT 
mechanism applied in the SWE region.

 

Source: CNMC, CRE and ERSE 

)LJXUH�LL�SURYLGHV�DQ�LQGLFDWLRQ�RI�WKH�SRWHQWLDO�EHQH¿WV�WKDW�FRXOG�EH�DFKLHYHG�E\�WKH�H[FKDQJH�RI�
EDODQFLQJ�HQHUJ\�LQ�WKH�6:(�UHJLRQ��7KH�¿JXUH�VKRZV�WKH�QXPEHU�RI�KRXUV�LQ������ZKHQ�WKHUH�ZDV�
VXI¿FLHQW�FURVV�ERUGHU�DYDLODEOH�FDSDFLW\�WR�H[FKDQJH�DW�OHDVW�RQH�EORFN�RI����0:K�LQ�WKH�HFRQRPLF�
direction (based on the observed marginal prices for upward and downward regulation). 
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)LJXUH�LL��� 3RWHQWLDO�H[FKDQJH�RI�EDODQFLQJ�HQHUJ\�LQ�WKH�6:(�UHJLRQ�±�QXPEHU�RI�KRXUV�ZKHQ�WKH�
exchange of at least 50 MWh in the economic direction would have been possible, 2013 
(number of hours) 

 

Source: CNMC, CRE and ERSE (2014)

Note: Only those hours when marginal prices of balancing energy were available (the price is only revealed when there is acti-
vation of balancing energy) have been considered. Moreover, for simplicity the study does not take into account the possibility 
RI�QHWWLQJ�LPEDODQFHV��)RU�WKHVH�UHDVRQV��WKH�QXPEHU�RI�KRXUV�VKRZQ�LQ�WKLV�¿JXUH�VKRXOG�EH�FRQVLGHUHG�DV�D�FRQVHUYDWLYH�
estimate of the potential for the exchange of balancing energy from replacement reserves in the SWE region. 

7KH�HVWLPDWHV�DERYH�VXJJHVW�WKDW�SHUFHSWLEOH�EHQH¿WV�FDQ�EH�H[SHFWHG�IURP�WKH�LQWURGXFWLRQ�RI�WKLV�
PHFKDQLVP�LQ�WKH�6:(�UHJLRQ��+RZHYHU��WKH�EHQH¿WV�DUH�OLPLWHG�FRPSDUHG�WR�V\VWHPV�EDVHG�RQ�D�
full CMO list, because the BALIT mechanism only allows for the trading of ‘surpluses’, meaning that 
WKH�EDODQFLQJ�HQHUJ\�IURP�WKH�PRVW�HI¿FLHQW�DYDLODEOH�UHVRXUFHV�LV�QRW�DOZD\V�DFWLYDWHG�

The region will evolve towards deeper integration and will pursue the early implementation of the 
model envisaged in the Framework Guidelines on Electricity Balancing. This will be achieved by 
developing a multilateral platform to exchange standard products from manually-activated balancing 
energy from replacement reserves on the basis of common merit order list(s).
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325 One of the simplest forms of exchanging balancing services is the netting of imbalances. This aims to 
prevent the counteracting activation of balancing energy by off-setting opposing imbalances between 
adjacent imbalance areas. The netting of imbalances results in an effective energy exchange from 
DQ�DUHD�ZLWK�DQ�H[FHVV�RI�HQHUJ\��VXUSOXV��WR�DQ�DUHD�ZLWK�D�GH¿FLW��VKRUWDJH��VXEMHFW�WR�DYDLODEOH�
cross-border capacity. A case study on imbalance netting across the Austrian-Slovenian border is 
presented below.
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Case study 9: Netting of imbalances across the Austrian-Slovenian border 

Imbalance Netting Cooperation (INC) between the Austrian TSO APG and the Slovenian TSO ELES 
started in May 2013. Before activating the balancing energy from automatic FRR188 (aFRR), the 
optimisation module (operated by APG) compares the area control error (system imbalance) of both 
participating control areas. When the system imbalances of both TSOs have the opposite sign (di-
rection), there is a potential for netting imbalances. The netting is performed continuously in real 
time up to the available cross-border capacity. When the netting is applied, the optimisation module 
sends adjusted signals to the respective controllers which are activating the aFRR for the remaining 
imbalances. 

7KH�¿QDQFLDO�VHWWOHPHQW�LV�EDVHG�RQ�HTXDO�VKDULQJ�RI�FRVWV�DQG�EHQH¿WV�IRU�HDFK�,PEDODQFH�6HWWOH-
ment Period (ISP), where the costs represent the loss of income from the avoided downward activa-
WLRQ�RI�D)55��GRZQZDUG�RSSRUWXQLW\�SULFH��DQG�EHQH¿WV�UHSUHVHQW�WKH�JDLQV�IURP�WKH�DYRLGHG�XS-
ward activation of aFRR (upward opportunity price). The settlement price for the energy exchanged 
between the TSOs as a consequence of the imbalance netting is the average of the two opportunity 
prices. 

From May 2013 until the end of 2013, 19% (11%) of upward (downward) aFRR needs in the APG 
DUHD�ZHUH�PHW�E\�DSSO\LQJ�LPEDODQFH�QHWWLQJ��VHH�¿JXUH�L���7KLV�DOORZHG�IRU�D�UHGXFWLRQ�RI����LQ�WKH�
costs of aFRR in the control area of APG.

)LJXUH�L��� 6HFRQGDU\�5HVHUYHV�DFWLYDWHG�LQ�WKH�$3*�&RQWURO�$UHD�±�������*:K�SHU�ZHHN�

 

Source: APG

In the same period, ELES’ needs for upward (downward) aFRR were reduced by 29% (33%) due to 
LPEDODQFH�QHWWLQJ��VHH�¿JXUH�LL���

188 Automatic FRR means FRR that can be activated by an automatic control device.
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Figure ii:  Secondary Reserves activated in the ELES Control Area, 2013 (GWh per week)

 

Source: ELES

In April 2014, APG also joined the “International Grid Control Cooperation” (IGCC) project involving 
the cooperation of TSOs within, and on some borders of, Germany. Since then, imbalance netting in 
APG area has been performed in two steps. First, the imbalance netting is applied with ELES and 
second, the remaining imbalance of APG control area is netted within the IGCC project. 

Like other imbalance netting projects in Europe, the INC project is considered successful primarily 
EHFDXVH�VLJQL¿FDQW�HI¿FLHQF\�JDLQV�LQ�WKH�DFWLYDWHG�D)55��DQG�FRQVHTXHQWO\�FRVWV�IRU�LPEDODQFHV��
are obtained in a very short time and with little effort and implementation costs. Both INC and IGCC 
are contributing to the early implementation of the requirements contained in the draft Network Code 
on Electricity Balancing and thus to the European target model for electricity balancing. 
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326 While imbalance netting is important in and of itself, it is worth noting that it represents only a part of 
WKH�SRWHQWLDO�HI¿FLHQF\�JDLQV�IURP�WKH�H[FKDQJH�RI�EDODQFLQJ�HQHUJ\�DQG�LQ�D�ZLGHU�VHQVH�IURP�EDO-
ancing market integration. Figure 56 shows the activation of balancing energy (GWh/year) that could 
KDYH�EHHQ�DYRLGHG�E\�DSSO\LQJ�LPEDODQFH�QHWWLQJ�DFURVV�D�VHOHFWLRQ�RI�(8�ERUGHUV�LQ�������WRJHWKHU�
with the potential for a further exchange of balancing energy (assuming a full CMO list). The analysis 
is based on the hourly available capacity on a given border, the imbalance position of the systems 
across that border and the respective imbalance prices189.

189 Full details on the methodology used to make these estimates are included in Annex 11.
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Figure 56:  Estimate of potential volumes of imbalance netting and further exchange of balancing energy 
DFURVV�D�VHOHFWLRQ�RI�(8�ERUGHUV�±�������*:K�\HDU��

 

Source: Data provided by NRAs through the ERI (2014) and ACER calculations

1RWH��2Q�WKH�IROORZLQJ�ERUGHUV�ZKHUH�LPEDODQFH�QHWWLQJ�LV�FXUUHQWO\�DSSOLHG��&=�6.��+8�6.��%(�1/��$7�6,���QR�SRWHQWLDO�IRU�LPEDODQFH�
netting is shown.

327 Figure 56 shows that the border between Spain and Portugal provided the highest potential for ex-
change of balancing energy (including imbalance netting) among the analysed borders, in terms of 
absolute volume of exchanged energy (GWh/year) in 2013. This can be explained by the relatively 
high volumes of activated balancing energy in the Iberian market, which is likely to be related to the 
high penetration of intermittent generation sources in these two electricity systems. The volumes 
of imbalance netting potential across the selected borders accounted for around 20% of the overall 
system imbalances in 2013, which means that approx. 20% of the activated balancing energy could 
have been avoided by applying imbalance netting.

328 $Q�DFFXUDWH�HVWLPDWH�RI�WKH�ZHOIDUH�EHQH¿WV�REWDLQHG�IURP�WKH�LQWHJUDWLRQ�RI�EDODQFLQJ�PDUNHWV�FRXOG�
be obtained only through having access to (and the ability to process) all the data corresponding 
to the bids and offers submitted by all BSPs from all the imbalance areas that are relevant for the 
analysis and by including the respective technical constraints for every settlement period 190. It is not 
the intention of this section to perform such a detailed analysis, which could cover many millions of 
GDWD�SRLQWV��+RZHYHU��ZKDW�IROORZV�LV�LQWHQGHG�WR�VKHG�VRPH�OLJKW�RQ�WKH�SRWHQWLDO�HI¿FLHQF\�JDLQV�RI�
further integrating national balancing mechanisms. 

329 An indication of the potential of further integration of national balancing markets is provided by the im-
balance price differences across imbalance price areas in Europe. According to the Framework Guide-
lines on Electricity Balancing, the imbalance prices should ensure that BRPs support the system’s 
EDODQFH�HI¿FLHQWO\�� DQG� LQFHQWLYLVH�PDUNHW� SDUWLFLSDQWV� LQ� NHHSLQJ�DQG�RU� KHOSLQJ� WR� UHVWRUH� V\VWHP�
EDODQFHV��0RUHRYHU��LPEDODQFH�SULFHV�VKRXOG�UHÀHFW�WKH�FRVWV�RI�EDODQFLQJ�WKH�V\VWHP�LQ�UHDO�WLPH��

190 An example of this kind of analysis is included in the Impact Assessment on European Electricity Balancing Market Final Report, 
2013. See: http://ec.europa.eu/energy/gas_electricity/studies/doc/electricity/20130610_eu_balancing_master.pdf.
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330 Imbalance prices show the effective prices that out-of-balance BRPs pay (or receive) for devia-
tions from their schedules. Currently, existing imbalance settlement mechanisms are far from being 
KDUPRQLVHG�DQG�GR�QRW� DOZD\V�SURYLGH� WKH� ULJKW� LQFHQWLYHV� WR� VXSSRUW� WKH� V\VWHP�HI¿FLHQWO\��)RU�
LQVWDQFH��V\VWHPV�ZLWK�XSZDUG�LPEDODQFH�SULFHV�±�FKDUJHG�WR�%53V�±�WKDW�DUH�V\VWHPDWLFDOO\�ORZHU�
WKDQ�GD\�DKHDG��RU�LQWUDGD\��SULFHV�FDQ�UHVXOW�LQ�LQHI¿FLHQFLHV��DV�%53V�PD\�SUHIHU�QRW�WR�EDODQFH�
their portfolio by using the preceding (day-ahead or intraday) markets (where the underlying marginal 
costs are typically lower than in the balancing timeframe).

331 Figure 57 shows the average imbalance prices paid or received by BRPs across MSs, depending 
on whether they are short or long of physical energy compared to their declared positions. In order 
to compare the results across MSs, the following approach was taken. First, the imbalance prices 
were presented as the absolute deviation from the respective day-ahead prices in order to smooth 
the effect of different levels of (day-ahead) wholesale prices across MSs. Second, the imbalance 
prices were calculated for ‘short’ and ‘long’ BRPs only for periods when they contribute to the system 
imbalance191��'XULQJ�WKHVH�SHULRGV��WKH�LPEDODQFH�SULFHV�IRU�µVKRUW¶�DQG�µORQJ¶�%53V�WHQG�WR�UHÀHFW��
respectively, the price of upward balancing energy and downward balancing energy, irrespective of 
whether the imbalance settlement system is a one-price or two-price system192. Figure 57 shows a 
VLJQL¿FDQW�OHYHO�RI�SULFH�GLVSHUVLRQ�EHWZHHQ�06V��VXJJHVWLQJ�LPSRUWDQW�EHQH¿WV�FRXOG�EH�DFKLHYHG�
by further harmonising and integrating193 national balancing markets.

)LJXUH������ :HLJKWHG�DYHUDJH�RI�LPEDODQFH�SULFHV�ZKHQ�%53V�FRQWULEXWH�WR�V\VWHP�LPEDODQFH�±�VHOHFWLRQ�
RI�06V�±�������HXURV�0:K��

 

Source: Data provided by NRAs through the ERI (2014) and ACER calculations

Note: For Sweden, arithmetic averages of its four imbalance price areas are shown.

191 This means that the values presented are the imbalance prices for ‘short’ BRPs when the system is ‘short’ and similarly for ‘long’ 
BRPs when the system is ‘long’.

192 Explanations of typical one-price or two-price systems are provided in Annex 11.
193� 6XEMHFW�WR�VXI¿FLHQW�DYDLODEOH�FURVV�ERUGHU�FDSDFLW\�
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332 $Q\�DQDO\VLV�RI�WKH�EHQH¿WV�RI�LQWHJUDWLQJ�EDODQFLQJ�PDUNHWV�ZKLFK�LV�EDVHG�RQ�LPEDODQFH�SULFH�GLI-
ferentials should take into account the above-mentioned shortcomings (lack of harmonisation and 
SRVVLEOH� LQHI¿FLHQFLHV��� ,Q� SDUWLFXODU�� EHFDXVH� ODFN� RI� KDUPRQLVDWLRQ�PD\� DOWHU� WKH� UHVXOWV� RI� WKH�
FDOFXODWLRQV�RI�KRZ�PXFK�EDODQFLQJ�HQHUJ\�FDQ�EH�HI¿FLHQWO\�H[FKDQJHG��7KH�DQDO\VHV�SUHVHQWHG�
below are based on the divergent imbalance prices across MSs and therefore should be considered 
DV�DQ�LQGLFDWLRQ�RI�SRWHQWLDO�HI¿FLHQF\�JDLQV�IURP�IXUWKHU�KDUPRQLVLQJ�DQG�LQWHJUDWLQJ�EDODQFLQJ�HQ-
ergy markets. Figure 58194�VKRZV�WKHVH�SRWHQWLDO�EHQH¿WV�IRU�D�VHOHFWLRQ�RI�ERUGHUV��ZKLFK�WRWDO�PRUH�
than 500 million euros per year.

)LJXUH������ (VWLPDWH�RI�SRWHQWLDO�EHQH¿WV�IURP�WKH�LQWHJUDWLRQ�RI�EDODQFLQJ�HQHUJ\�PDUNHWV�SHU�ERUGHU�±�
VHOHFWLRQ�RI�ERUGHUV�±�������PLOOLRQ�HXURV��

 

Source: Data provided by NRAs through the ERI (2014) and ACER calculations.

Note: Imbalance netting over different types of interconnectors may require different technical solutions. Imbalance netting is currently 
applied over various alternating current (AC) interconnectors in Europe where TSOs simply set the input parameters of load-frequency 
controllers. Imbalance netting over direct current (DC) interconnectors (e.g. on the borders between France and Great Britain or be-
tween the Netherlands and Great Britain) is not currently applied in Europe, and would, in addition, require an active regulation of the 
HQHUJ\�ÀRZ�RYHU�WKH�'&�LQWHUFRQQHFWRU��3RWHQWLDO�EHQH¿WV�IURP�LPEDODQFH�QHWWLQJ�KDYH�EHHQ�FDOFXODWHG�LUUHVSHFWLYH�RI�WKH�UHTXLUHG�
WHFKQLFDO�VROXWLRQ��6HH�DOVR�WKH�QRWH�XQGHU�)LJXUH����

333 ,Q�VXPPDU\��WKH�H[FKDQJH�RI�EDODQFLQJ�VHUYLFHV�DFURVV�(8�ERUGHUV�LV�FXUUHQWO\�YHU\�OLPLWHG��,Q�������
only around 1.7% of the balancing reserves and 1.2% of the balancing energy195 were, on average, 
VKDUHG�RU�H[FKDQJHG�DFURVV� WKH�DQDO\VHG�(8�ERUGHUV�� ,PEDODQFH�SULFHV� FKDUJHG� WR� �µVKRUW¶� DQG�
µORQJ¶��%53V�SUHVHQW�D�VLJQL¿FDQW�GLVSHUVLRQ�DFURVV�WKH�GLIIHUHQW�(8�LPEDODQFH�SULFH�DUHDV��ZKLFK�
suggests important potential for harmonising national designs and the further exchange of balanc-
ing energy196. In 2013, the application of imbalance netting could have avoided the activation of 
VRPH�����RI� WKH� WRWDO�DFWLYDWHG�EDODQFLQJ�HQHUJ\�DFURVV� WKH�DQDO\VHG�(8�ERUGHUV��7KH�YDOXH�RI�
further harmonisation of national designs, imbalance netting and the exchange of balancing energy 
LQ�(XURSH�LV�HVWLPDWHG�DW�VHYHUDO�KXQGUHG�PLOOLRQ�HXURV�SHU�\HDU��$OO�LQ�DOO��VXEVWDQWLDO�EHQH¿WV�FDQ�

194 Details on the methodology used to make the estimates are shown in Annex 11.
195 See: footnote 183.
196 See: footnote 193.
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be achieved from the exchange of balancing services, which reinforces the argument that Europe 
should pursue the further harmonisation and integration of balancing markets.

3.3.2 Long-term use of cross-border capacity 

334 The forward electricity market offers market participants hedging opportunities against short-term 
(e.g. day-ahead) price uncertainties. The varied performance of competition and liquidity across 
forward markets in Europe determines whether market participants are able to hedge the short-term 
SULFH�ULVNV�VXI¿FLHQWO\�ZHOO�DQG�DW�D�FRPSHWLWLYH�SULFH��$�YDULHW\�RI�IRUZDUGV��IXWXUHV��RSWLRQV��VZDSV��
contracts for differences, etc. have been developed and are traded on various platforms. 

335 ,Q�(XURSH��WZR�IRUZDUG�PDUNHW�GHVLJQV�KDYH�HPHUJHG��7KH�¿UVW�GHVLJQ��LPSOHPHQWHG�LQ�WKH�1RUGLF�
and Baltic countries and within Italy, relies mainly197 on the market and a variety of products devel-
oped through the various market platforms (forwards, futures, options, swaps, contracts for differ-
ences, etc.).This design contains a set of hedging contracts for a group of bidding zones, and these 
contracts are linked to a hub price, which represents some sort of average day-ahead price within 
this group of zones (multi-zone hub). These hedging tools, developed and traded in the market, 
serve for both trade internal to a zone and cross-zonal trade. 

336 The second design, implemented in nearly all MSs in continental Europe, also relies on the market, 
EXW�JLYHV�DQ�DGGLWLRQDO�DQG�VSHFL¿F�UROH� WR�762V�ZLWK�UHJDUG�WR�FURVV�]RQDO� WUDGH�� ,Q� WKLV�GHVLJQ��
TSOs are responsible for calculating long-term capacities and auctioning transmission rights (TRs), 
HQDEOLQJ�PDUNHW�SDUWLFLSDQWV�WR�KHGJH�DJDLQVW�WKH�VSHFL¿F�ULVN�RI�VKRUW�WHUP�]RQDO�SULFH�GLIIHUHQWLDOV��
In this design, there is a set of hedging contracts for each bidding zone which are linked to the day-
ahead clearing price of this bidding zone (single-zone hub).

337 In a single-zone hub design, the liquidity of hedging products tends to depend, among other things, 
on the bidding zone’s size. While large198 bidding zones tend to have relatively good liquidity, the 
liquidity of hedging products in many small bidding zones is not satisfactory199 and here, the TRs is-
VXHG�E\�762V�SOD\�DQ�LPSRUWDQW�UROH��75V�PD\�VHUYH�DV�D�VR�FDOOHG�EULGJH�EHWZHHQ�D�OLTXLG�¿QDQFLDO�
electricity market (Market A) and an adjacent illiquid market (Market B). Market participants (e.g. sup-
pliers holding contracts to deliver energy to customers in Market B) can simultaneously lock the price 
of electricity in Market A (e.g. by buying a forward energy product in Market A) and the difference 
between the energy price in Market A and Market B (by buying a TR from Market A to Market B). This 
effectively creates an alternative way to lock the price of electricity in Market B. 

338 In a multi-zone hub design, the liquidity of hedging products linked to a hub price is usually high200 
and the day-ahead price of individual zones can be hedged with contracts that provide the hedge for 
the difference between the zonal price and the hub price (contracts for differences).

339 ,Q�������WKH�$JHQF\�GH¿QHG�D�WDUJHW�PRGHO�IRU�WKH�IRUZDUG�WLPHIUDPH�ZKLFK�UHTXLUHV�762V�WR�LVVXH�
)LQDQFLDO�7UDQVPLVVLRQ�5LJKWV��)75��RU�3K\VLFDO�7UDQVPLVVLRQ�5LJKWV��375��ZLWK�8VH�,W�2U�6HOO�,W�

197� ,Q�WKH�FDVH�RI�,WDO\��WKHUH�LV�DOVR�D�VSHFL¿F�UROH�IRU�WKH�762��ZKLFK�DXFWLRQV�)75V�
198 In terms of production or consumption.
199 See: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB$JHQF\�3XEOLFDWLRQ�$&(5���0DUNHW���5HSRUW���RQ���

Bidding%20Zones%202014.pdf.
200 See: footnote 199.
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�8,26,�201�FRQGLWLRQV��XQOHVV�DSSURSULDWH�FURVV�ERUGHU�¿QDQFLDO�KHGJLQJ�LV�RIIHUHG�LQ�OLTXLG�¿QDQFLDO�
markets on both sides of an interconnector202.

340 +HGJLQJ�ZLWK�75V�FDQ�KDYH�VLJQL¿FDQW�EHQH¿WV�IRU�PDUNHW�SDUWLFLSDQWV��)LUVW��WKH\�FDQ�EH�XVHG�DV�DQ�
effective hedging tool by market participants, when alternative hedging instruments are not available, 
as explained above. This can help to increase competition in wholesale markets, which is particularly 
important in those markets with a dominant incumbent market player. Second, they could contribute 
to the liquidity of adjacent forward markets. This is the case if TRs are used to bid in neighbouring 
forward markets, i.e. when market participants act as arbitrage traders buying a forward contract in 
Market A and a TR from Market A to Market B in order to bid into the forward market of Market B, 
which would effectively increase the liquidity of the forward market of Market B. Nevertheless, market 
participants may prefer to use the TRs from Market A to Market B (combined with a forward energy 
contract in Market A) as an effective tool to hedge their position in Market B, which fragments the 
OLTXLGLW\�RI�IRUZDUG�PDUNHWV��)LQDOO\��75V��DV�RSSRVHG�WR�¿QDQFLDO�SURGXFWV��DUH�SHULRGLFDOO\�DXFWLRQHG�
and also lack well-developed secondary markets, which have not yet emerged. Market participants 
FDQQRW�HDVLO\�EX\�WKHP�DW�DQ\�PRPHQW��OLNH�IRUZDUG�SURGXFWV�LQ�WKH�¿QDQFLDO�PDUNHW��ZKLOH�ULVN�H[SR-
sure is constantly changing. 

341 The impact of TRs on the liquidity of adjacent forward markets may become more evident when the 
auction prices of TRs are not aligned with the energy price differentials on the relevant borders. What 
IROORZV�LV�LQWHQGHG�WR�LGHQWLI\�ERUGHUV�ZKHUH�HQHUJ\�SULFH�GLIIHUHQWLDOV�DUH�QRW�UHÀHFWHG�LQ�WKH�SULFHV�
of TRs. Two approaches can be taken to assess this consistency. First, the price of TRs can be 
compared with the forward energy product prices differential that is observed when the cross-border 
auction was held, and second, they can be compared with the realised day-ahead price spreads. 

342 7KH�¿UVW�DSSURDFK�LV�SDUWLFXODUO\�XVHIXO�ZKHQ�75V�DUH�REOLJDWLRQV��VLQFH�WKH�SULFHV�RI�75V�LQ�WKH�IRUP�
RI�REOLJDWLRQV�VKRXOG�UHÀHFW��L�H��DW�OHDVW�HTXDO203) the forward energy price differentials (against which 
market participants wish to be hedged). However, this is less valid when TRs are options, since the 
option price represents the average of the expected day-ahead price differentials only when they are 
positive, i.e. in the economic direction (otherwise, the option is not exercised). Since most of the TRs 
in continental Europe are options, this approach has not been taken for the analysis.

343 The second benchmark is based on the assumption that the price of TRs in the form of options rep-
resent the expected positive day-ahead price differentials204 and that in the long term they should 
be equal or higher (positive risk premium) than the realised positive day-ahead price differentials205. 
The analysis presented below assesses in this way a selection of borders for which complete data 
are available. 

201� 8,26,�PHDQV� DQ� DXWRPDWLF� DSSOLFDWLRQ�ZKHUHE\� WKH� XQGHUO\LQJ� FDSDFLW\� RI� WKH� QRQ�QRPLQDWHG�375V� LV�PDGH� DYDLODEOH� IRU�
day-ahead cross-zonal capacity allocation and whereby PTR holders that do not nominate to use their rights receive a pay-out 
corresponding to any positive market spread.

202 For an full explanation of different types of long-term transmission rights i.e. FTRs, PTRs and Contract for Differences (CfDs). 
See: KWWSV���ZZZ�HQWVRH�HX�¿OHDGPLQ�XVHUBXSORDG�BOLEUDU\�FRQVXOWDWLRQV�1HWZRUNB&RGHB&$&0���������B(GXFDWLRQDOB3DSHUB
on_Risk_Hedging_Instruments_review5.pdf.

203 They can be higher due to the risk premium that PTR holders are willing to pay.
204� $VVXPLQJ�IXOO�¿UPQHVV�RI�375V��ZKLFK�PHDQV�WKDW�LI�WKH�QRPLQDWHG�FDSDFLW\�LV�QRW�¿QDOO\�PDGH�DYDLODEOH��WKH�FDSDFLW\�KROGHU�LV�

compensated with an amount equal to the price differential across the border.
205 It is a common practice in forward and futures pricing literature to calculate the ex-ante premium in the forward price as the ex-

post differential between futures prices and realised delivery date spot prices (See: Shawky, H. A., Marathe, A., and Barrett, C. 
/����������$�¿UVW�ORRN�DW�WKH�HPSLULFDO�UHODWLRQ�EHWZHHQ�VSRW�DQG�IXWXUHV�HOHFWULFLW\�SULFHV�LQ�WKH�8QLWHG�6WDWHV��-RXUQDO�RI�)XWXUHV�
0DUNHWV����������SDJHV����±�����
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344 Table 3 shows that on most borders, PTR auction prices are on average below the recorded day-
ahead price spreads. If this were systematically the case, it would imply that the value of cross-border 
capacities are retained by the owners of PTRs, instead of being fully transferred to the market (by, for 
example, allocating all the capacity in the day-ahead timeframe provided day-ahead market coupling 
is applied). On borders where market coupling is applied, the assessed differences are equal to the 
SUR¿W�RI�D�375�KROGHU��VLQFH�WKH�ODWWHU�FDQ�GHFLGH�DW�DQ\�PRPHQW�WR�H[HUFLVH�WKH�³6HOO�,W´�RSWLRQ�DQG�
receive the positive day-ahead price spread. On borders without market coupling, the PTR owner is 
faced with the uncertainty of nomination206 and one would also need to estimate the losses incurred 
GXH�WR�ZURQJ�QRPLQDWLRQV�LQ�RUGHU�WR�HVWLPDWH�WKH�WUXH�SUR¿W�IURP�DUELWUDJH��7KH�UHVXOWV�VKRZ�WKDW�RQ�
borders where market coupling is applied, the spreads are lower, suggesting that market coupling 
KDV�HI¿FLHQF\�EHQH¿WV�LQ�WKLV�UHJDUG��

345 On the border between Spain and Portugal, where FTRs (obligations) have been implemented, the 
REVHUYHG�H[�SRVW�ULVN�SUHPLXPV�±�FRUUHVSRQGLQJ�WR�DOO�WKH�SURGXFWV��)75V��DXFWLRQHG�LQ�WKH�SHULRG�
IURP�-XQH������WR�'HFHPEHU������±�ZDV�RQ�DYHUDJH�SRVLWLYH�������HXURV�0:K�207.

346 Financial products such as those used to hedge the price difference between the zonal and the sys-
tem price in the Nordic markets (contract for differences, CfDs, which were more recently renamed 
Electricity Price Area Differentials, EPADs) can be analysed in a similar way. Due to the limited data 
DYDLODEOH��WKLV�DQDO\VLV�ZDV�QRW�GRQH�IRU�WKLV�005��1HYHUWKHOHVV�D�UHFHQW�VWXG\�RQ�WKH�HI¿FLHQF\�RI�
contracts for differences in the Nordic electricity market208 has made use of the same methodology 
as the one used in this section to calculate the risk premiums for PTRs. The results of the study show 
that the ex-post risk premiums of contract for differences traded in the Nordic market over the last few 
years do not present systematic negative values, as is the case with PTRs in Continental Europe. 

206 On borders with explicit auctions, a capacity holder who nominates in the wrong direction would make a loss equal to the 
negative price spread.

207 Comisión Nacional de la Competencia (CNMC), 2014.
208 See: http://tiger-forum.com/Media/speakers/abstract/261405pm/petr_spodniak.pdf.
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Table 3:  Discrepancies between the auction price of PTRs (monthly auctions) and the day-ahead price 
VSUHDGV�IRU�D�VHOHFWLRQ�RI�(8�ERUGHUV�DQG�IRU�WKH�LQGLFDWHG�SHULRGV��HXURV�0:K��

Border-direction Day-ahead capacity 
allocation method

Average-auction 
price

Average price 
spread

Ex-post risk 
premium Period analysed

GR > IT Explicit 6.0 17.8 -11.8 2012-2013
CH > IT Explicit 13.6 19.3 -5.7 2011-2013
AT > IT Explicit 20.8 25.5 -4.7 2011-2013

AT > HU Explicit 4.0 8.5 -4.5 2011-2013
FR > IT Explicit 18.1 22.3 -4.2 2011-2013
IT > GR Explicit 0.2 4.1 -3.9 2012-2013
AT > SI Explicit 4.6 8.2 -3.6 2011-2013
DE > PL Explicit 0.1 2.9 -2.8 2011-2013
SK > HU Implicit 4.1 6.5 -2.4 2011-2013
PL > SK Explicit 1.9 4.2 -2.3 2011-2013
DE > CH Explicit 5.7 7.5 -1.8 2011-2013
PL > DE Explicit 3.0 4.8 -1.8 2011-2013
AT > CZ Explicit 0.0 1.8 -1.8 2011-2013
DE > CZ Explicit 0.1 1.8 -1.7 2011-2013
CZ > DE Explicit 0.9 2.6 -1.7 2011-2013
AT > CH Explicit 5.8 7.5 -1.7 2011-2013
PL > CZ Explicit 2.0 3.7 -1.7 2011-2013
CZ > AT Explicit 0.9 2.5 -1.6 2011-2013
DE > NL Implicit 4.0 5.5 -1.5 2009-2013
HU > AT Explicit 0.4 1.7 -1.3 2011-2013
SI > AT Explicit 0.1 1.2 -1.1 2011-2013

CH > DE Explicit 0.0 1.1 -1.0 2011-2013
CH > AT Explicit 0.0 1.1 -1.0 2011-2013
SI > IT Implicit 15.2 16.0 -0.8 2011-2013

DK1 > DE Implicit 3.0 3.8 -0.8 2011-2013
BE > NL Implicit 2.1 2.9 -0.8 2009-2013
DE > FR Implicit 3.9 4.5 -0.6 2009-2013
HU > SK Implicit 0.1 0.6 -0.5 2011-2013
IT > FR Explicit 0.4 0.8 -0.4 2011-2013
FR > DE Implicit 1.1 1.5 -0.4 2009-2013
NL > DE Implicit 0.2 0.4 -0.2 2009-2013
BE > FR Implicit 1.2 1.4 -0.2 2009-2013
IT > CH Explicit 0.1 0.2 -0.2 2013
NL > BE Implicit 1.0 1.1 -0.1 2009-2013
FR > BE Implicit 1.1 1.2 -0.1 2009-2013

DE > DK1 Implicit 1.1 1.2 -0.1 2011-2013
IT > AT Explicit 0.1 0.1 0.0 2011-2013
IT > SI Implicit 0.2 0.1 0.1 2011-2013

Source: CAO, CASC and Platts (2014) and ACER calculations

Note: The analysis has been made for the periods indicated for each border. The average auction price is the average value of all 
the monthly auctions in the period. The average price spread is the average differences of day-ahead prices for all the hours when 
the price differential is in the economic direction (otherwise, the value taken is zero, since the analysed PTRs are options, not obliga-
tions). For the average price differential, the hours during unavailability periods were excluded, because these periods are ex-ante 
known by market participants, i.e., before the monthly auction takes place. The ex-post risk premium is the difference between the 
two previous columns. 
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347 The observed differences between the marginal price of PTRs and the day-ahead price spreads may 
be due to several reasons. These reasons include the level of competition in the different auctions, 
WKH�OLNHOLKRRG�RI�FXUWDLOPHQWV�DQG�¿UPQHVV�UHJLPHV209, the volume of capacity offered by TSOs and 
WKH�GHVLJQ�RI�VHFRQGDU\�PDUNHWV��7KH�SUHFLVH� LQÀXHQFH�RI�DOO� WKHVH� IDFWRUV�RQ� WKH�GLVFUHSDQFLHV�
between the auction price of transmission rights and the actual day-ahead price spreads will be fur-
ther tracked in the market monitoring process and needs further analysis. This analysis should also 
contribute to improving the functioning and design of forward markets (including forward capacity 
allocation) in Europe.

3.3.3 Unscheduled flows and loop flows, re-dispatching and counter-trading 

3.3.3.1 Introduction

348 $V�LQ�SUHYLRXV�005V��WKLV�VHFWLRQ�SUHVHQWV�WKH�GHYHORSPHQW�RI�XQVFKHGXOHG�ÀRZV��+RZHYHU��LW�ZLOO�
SUHVHQW�ORRS�ÀRZV�DQG�WKH�UHODWHG�ZHOIDUH�ORVVHV�EDVHG�RQ�DQ�DOWHUQDWLYH�PHWKRGRORJ\�FRPSDUHG�
WR�WKH�RQH�XVHG�IRU�ODVW�\HDU¶V�005��,W�LV�VWUXFWXUHG�DV�IROORZV��)LUVW��LW�EULHÀ\�UHFDSV�VRPH�GH¿QL-
WLRQV�DQG�WKH�PHWKRGRORJ\�DSSOLHG�WR�GLVWLQJXLVK�XQVFKHGXOHG�WUDQVLW�ÀRZV�IURP�ORRS�ÀRZV��6HFWLRQ�
����������6HFRQG�� LW�VKRZV� WKH�HYROXWLRQ�RI�XQVFKHGXOHG�ÀRZV��6HFWLRQ����������DQG�� UHVSHFWLYHO\��
ORRS�DQG�XQVFKHGXOHG� WUDQVLW� ÀRZV�� DV�ZHOO� DV� WKHLU� OLNHO\� LPSDFW� RQ� WKH� YROXPH�RI� FURVV�ERUGHU�
capacities made available to the market (Section 3.3.3.4) between 2011 and 2013. Third, it esti-
PDWHV�WKH�IRUHJRQH�ZHOIDUH�ORVVHV�DVVRFLDWHG�ZLWK�ORRS�ÀRZV�DQG�XQVFKHGXOHG�WUDQVLW�ÀRZV��6HFWLRQ�
3.3.3.5) on the basis of a counter-factual social welfare loss analysis. The section ends with conclu-
sions and recommendations (Section 3.3.3.6). 

3.3.3.2 Definitions and data

349 7KLV�6HFWLRQ�DSSOLHV� WKH�VDPH�GH¿QLWLRQV�RI�SK\VLFDO� ÀRZV�DV� LQ� ODVW� \HDU¶V�005210, which were 
DJUHHG�DPRQJ�15$V��,W�LQFOXGHV�VFKHGXOHV��6&+V���ORRS�ÀRZV��/)V��DQG�XQVFKHGXOHG�WUDQVLW�ÀRZV�
�87)V���7KH�VXP�RI�/)V�DQG�87)V�HTXDOV�XQVFKHGXOHG�ÀRZV��8)V��DQG�WKH�VXP�RI�6&+V�DQG�87)V�
HTXDOV�WUDQVLW�ÀRZV��7)V��

350 As opposed to SCHs211��87)V�DUH�ODUJHO\�WKH�UHVXOW�RI�LQVXI¿FLHQWO\�DQG�LQHI¿FLHQW�FDOFXODWLRQV�DQG�
DOORFDWLRQ�RI�FURVV�]RQDO�FDSDFLW\�E\�762V��,Q�FRQWLQHQWDO�(XURSH��87)V�FDQ�EH�PLWLJDWHG�E\�XQLI\LQJ�
FDSDFLW\�FDOFXODWLRQ�ZLWK�WKH�DSSOLFDWLRQ�RI�D�VLQJOH�ÀRZ�EDVHG�PHWKRG�

351 /)V�RULJLQDWH�IURP�HOHFWULFLW\�H[FKDQJHV�LQVLGH�ELGGLQJ�]RQHV�DQG�DUH�LQKHUHQW�WR�WKH�(8�]RQDO�PDUNHW�
design, with its highly meshed and synchronously connected grids. In fact, the effects of LFs on the 
HI¿FLHQF\�RI�WKH�,(0�FDQ�EH�WUDFHG�EDFN�WR�EHIRUH�PDUNHW�RSHQLQJ�DQG�KDYH�LQFUHDVHG�LQ�UHFHQW�\HDUV��

352 LFs are not captured by the cross-border congestion management mechanism, as they do not ex-
DFWO\�IROORZ�WKH�FRQWUDFWXDO�SDWKV��,QVWHDG��WKH\�ÀRZ�WR�D�FHUWDLQ�H[WHQW�WKURXJK�JULGV�RSHUDWHG�E\�
QHLJKERXULQJ�762V�ZKLFK�DUH�QRW�GLUHFWO\�QRWL¿HG�WR�KDQGOH�SK\VLFDO�ÀRZV�UHVXOWLQJ�IURP�FRPPHUFLDO�
transactions outside their control areas. This poses a challenge for TSOs to maintain network secu-
ULW\�DQG�PDUNHW�HI¿FLHQF\��7KHVH�ÀRZV�DQG�WKHLU�HIIHFWV�FDQ�EH�PLWLJDWHG�E\�UHPHGLDO�VHFXULW\�DFWLRQV�

209 E.g. the premium may not be positive if the capacity holder is not sure of being compensated with the price differential between 
the concerned zones in the relevant timeframe in the case of curtailment.

210 See: MMR 2012, page 94.
211� 6&+� LV�D�GHFODUHG�ÀRZ�UHVXOWLQJ� IURP�D�VFKHGXOLQJ�SURFHVV�DQG� LV�VXEMHFW� WR�DQ�HOHFWULFLW\�H[FKDQJH�EHWZHHQ� WZR�GLIIHUHQW�

control areas and/or bidding zones.
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LQ�WKH�VKRUW�WHUP��E\�UHFRQ¿JXULQJ�ELGGLQJ�]RQHV�LQ�WKH�PHGLXP�WHUP�DQG�E\�UHLQIRUFLQJ�LQIUDVWUXFWXUH�
investments in the long term212.

353 While facilitating cross-border wholesale trade is a key objective of the IEM, the negative impact of 
8)V�LV�WZRIROG���L��VLQFH�WKH�762V�FDQQRW�FRQWURO�8)V�ZLWK�FDSDFLW\�DOORFDWLRQ��WKH\�PD\�UHGXFH�WKH�
FDSDFLW\�DYDLODEOH�IRU�FURVV�ERUGHU�WUDGH�LQ�RUGHU�WR�HQVXUH�WKDW�WKH�WRWDO�SK\VLFDO�ÀRZ�RQ�WKH�QHWZRUN�
elements remains within security limits; and (ii) the TSOs have to keep on applying more remedial 
security actions (bearing higher costs) in order to ensure secure grid operation in their own respon-
VLELOLW\�DUHDV�ZKLOH�WUDQVSRUWLQJ�µIRUHLJQ¶�HOHFWULFLW\�ÀRZV��7KH�¿UVW�LPSDFW�PD\�OHDG�WR�D�ORVV�RI�VRFLDO�
welfare, which corresponds to the foregone added-value with respect to a situation in which these 
cross-border capacities were available for cross-border trade. This loss of social welfare needs to 
EH�DVVHVVHG�E\�FRPSDULQJ�WKH�EHQH¿WV�GHOLYHUHG�E\�WKH�DYDLODEOH�FURVV�ERUGHU�FDSDFLW\�ZLWK�DQG�
ZLWKRXW�WKH�SUHVHQFH�RI�8)V��7KH�VHFRQG�LPSDFW�UHODWHV�WR�QHWZRUN�VHFXULW\�DQG�WKH�HI¿FLHQF\�RI�WKH�
market in general, and may induce re-dispatching, counter-trading and curtailment costs. The high 
YRODWLOLW\�DQG�OLPLWHG�SUHGLFWDELOLW\�RI�8)V�FUHDWH�D�FKDOOHQJH�IRU�RSHUDWLRQDO�SODQQLQJ��,I�UHPHGLDO�VH-
FXULW\�DFWLRQV�DUH�QRW�DYDLODEOH��H�J��GXH�WR�LQVXI¿FLHQW�FRRUGLQDWLRQ�DPRQJ�762V�RU�ODFN�RI�ÀH[LEOH�
JHQHUDWLRQ���8)V�PD\�OHDG�WR�LQVHFXUH�JULG�RSHUDWLRQ�

354 /)V� DQG� 87)V� FDQ� EH� LQGLUHFWO\� FDOFXODWHG� RQ� WKH� EDVLV� RI� 37')V� �3RZHU� 7UDQVIHU� 'LVWULEXWLRQ�
Factors)213��37')V�SURYLGH�LQIRUPDWLRQ�RQ�KRZ�PXFK�SRZHU�ÀRZV�WKURXJK�D�JLYHQ�QHWZRUN�HOHPHQW�
(here, for interconnectors only) because of a cross-border exchange between two bidding zones, 
and are expressed as a percentage. Multiplying the actual cross-border exchange with the PTDF for 
D�JLYHQ�LQWHUFRQQHFWRU�\LHOGV�WKH�SK\VLFDO�ÀRZ�RQ�WKDW�LQWHUFRQQHFWRU�UHVXOWLQJ�IURP�WKLV�FURVV�ERU-
der exchange. Multiplying all cross-border exchanges with associated PTDFs and summing these 
SURGXFWV�IRU�D�JLYHQ�LQWHUFRQQHFWRU�SURYLGHV�WKH�SK\VLFDO�ÀRZV�WKDW�UHVXOW�IURP�DOO�FURVV�ERUGHU�H[-
FKDQJHV�RQ�WKLV�QHWZRUN�HOHPHQW��L�H��ÀRZV�UHVXOWLQJ�IURP�FDSDFLW\�DOORFDWLRQ��WKH�7)V214. Flows not 
resulting from capacity allocation (the LFs) are then calculated as the difference between PFs and 
7)V��DQG�WKH�87)V�DUH�WKH�GLIIHUHQFH�EHWZHHQ�7)V�DQG�6&+V��

355 7KH�ÀRZV�QRW�UHVXOWLQJ�IURP�FDSDFLW\�DOORFDWLRQ�ZHUH�SURYLGHG�WR�WKH�$JHQF\�E\�(1762�(�IRU�������
�����DQG�������WKH\�ZHUH�FDOFXODWHG�ZLWK�KRXUO\�UHVROXWLRQ�DQG�FRQWDLQ�VRPH�VLPSOL¿FDWLRQV��)LUVW��
only four different sets of PTDF factors representing different seasons in a year were used. Second, 
WKH�UHVXOWLQJ�ÀRZV�RQ�HDFK�LQWHUFRQQHFWRU�ZHUH�DJJUHJDWHG�SHU�ERUGHU215. Third, PTDFs were calcu-
lated with the proportional Generation Shift Key, instead of following merit orders. The obtained data 
RQ�ÀRZV�QRW�UHVXOWLQJ�IURP�FDSDFLW\�DOORFDWLRQ�FDQ�WKXV�EH�FRQVLGHUHG�RQO\�DV�D�SUR[\�IRU�FDOFXODWLQJ�
WKH�WRWDO�DPRXQW�RI�/)V��DQG�LQGLUHFWO\�87)V��RQ�ERUGHUV��

212 See: ENTSO-E’s Technical report on bidding zones: https://www.entsoe.eu/Documents/MC%20documents/140123_Technical_
Report_-_Bidding_Zones_Review__Process.pdf.

213 See: footnote 212.
214 Denoted as CFb in ENTSO-E’s Technical report on bidding zones review process.
215� ,I�RQH�ERUGHU�FRQWDLQV�GLIIHUHQWO\�ORFDWHG�LQWHUFRQQHFWRUV��WKH�DJJUHJDWHG�UHVXOW�PLJKW�QRW�UHÀHFW�WKH�QDWXUH�RI�WKH�ÀRZV��H�J��WKH�

Czech-German border. If the aggregations are made per bidding zone instead of per border, the situation grows even less clear, 
e.g. Czech-(DE+AT) bidding zone or Swiss-(DE+AT) bidding zone.
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3.3.3.3 Unscheduled flows

356 )LJXUH����VKRZV�WKH�DYHUDJH�8)V�LQ�&((��&6(�DQG�&:(�UHJLRQV216, except Greece217, in 2013, rep-
resenting a major part of continental Europe. The level of this indicator on each border is expressed 
by the width of the arrow218��7KH�RYHUDOO�SDWWHUQ�PLUURUV�ODVW�\HDU¶V�¿QGLQJV��VKRZLQJ�VLJQL¿FDQW�8)V�
H[LWLQJ�QRUWK�*HUPDQ\�HDVW�DQG�ZHVW��ÀRZLQJ�WKURXJK�3RODQG��WKH�&]HFK�5HSXEOLF��WKH�1HWKHUODQGV��
%HOJLXP�DQG�)UDQFH�DQG�WKHQ�HQWHULQJ�VRXWKHUQ�*HUPDQ\�DQG�$XVWULD��,Q�DGGLWLRQ��VLJQL¿FDQW�8)V�
can be observed while exiting France to the south of Germany and from the south of Germany to 
France through Switzerland and Italy. 

)LJXUH������ $YHUDJH�XQVFKHGXOHG�ÀRZ�LQGLFDWRU�IRU�WKUHH�UHJLRQV�±�������0:��

 

Source: Vulcanus (2014) and ACER calculations 

Note: Average UFs are averaged hourly values in 2013. 

357 :KLOH�DYHUDJH�8)�YDOXHV�SURYLGH�LQIRUPDWLRQ�DERXW�SUHYDLOLQJ�GLUHFWLRQV�RI�8)V��)LJXUH����VKRZV�
WKH�HYROXWLRQ�RI�WKH�DJJUHJDWHG�VXP�RI�8)V�LQ�&((��&:(�DQG�&6(�UHJLRQV�LQ������DQG�����219. The 
SURSRUWLRQ�RI�WKH�8)V�EHWZHHQ�WKH�UHJLRQV�UHPDLQHG�XQFKDQJHG��DQG�WKH�WRWDO�YROXPH�IRU�DOO�WKUHH�
UHJLRQV�GHFUHDVHG�E\������IURP�������7:K�LQ������WR�������7:K�LQ�������7KH�DPRXQW�RI�8)V�LQ�WKH�
CWE region is generally lower, because the Phase Shifting Transformers on the Dutch and Belgian 
ERUGHUV�EORFN�D�VLJQL¿FDQW�TXDQWLW\�RI�SK\VLFDO�ÀRZV�DQG�SUREDEO\�VKLIW�WKHP�WR�RWKHU�ERUGHUV�

216� ,Q�5HJXODWLRQ�1R�����������UHJLRQV�DUH�GH¿QHG�LQ�WHUPV�RI�FRXQWULHV��WKHUHIRUH�WKH�*HUPDQ�$XVWULDQ�ERUGHU�FRXOG�EH�DWWULEXWHG�
WR�WKH�&((�UHJLRQ�DQG�&6(�UHJLRQ��:KLOH�RQ�WKLV�ERUGHU�QR�FDSDFLW\�DOORFDWLRQ�WDNHV�SODFH��XQVFKHGXOHG�ÀRZV�FDQ�EH�FDOFXODWHG��
7KHVH�ÀRZV�KDYH�EHHQ��IRU�WKH�SXUSRVH�RI�WKLV�UHSRUW��DVVLJQHG�WR�WKH�&((�UHJLRQ��0RUHRYHU��ZLWKLQ�D�ELGGLQJ�]RQH��XQVFKHGXOHG�
ÀRZV�FDQQRW�EH�GLYLGHG�LQWR�ORRS�ÀRZ�DQG�XQVFKHGXOHG�WUDQVLW�ÀRZ�DQG�WKHUHIRUH�WKH�*HUPDQ�$XVWULDQ�ERUGHU�KDV�QRW�EHHQ�
included in the subsequent analysis in this chapter.

217� *UHHFH�LV�FRQQHFWHG�WR�WKH�VRXWK�RI�,WDO\�RQO\�WKURXJK�D�'&�FDEOH�DQG�WKHUHIRUH�LV�QRW�UHOHYDQW�IRU�IXUWKHU�8)V�DQDO\VLV�
218 For a comparison with the previous year, see MMR 2012, page 99.
219 For a comparison with previous years, see the MMR 2012, page 100.
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358 %HWZHHQ������DQG�������WKH�OHYHO�RI�8)V�FKDQJHG�QRWDEO\�RQ�VRPH�ERUGHUV��8)V�GHFUHDVHG�PRVW�
RQ�WKH�*HUPDQ�3ROLVK�DQG�WKH�*HUPDQ�)UHQFK�ERUGHUV�±�LQ�WRWDO�E\�����7:K�DQG�����7:K�HDFK��UHS-
resenting 14% and 4% reductions, respectively. On the Austrian-German border, 50 Hertz German-
&]HFK�DQG�6ORYHQH�,WDOLDQ�ERUGHUV��VLJQL¿FDQW�LQFUHDVHV�RI�����7:K������������7:K�������DQG�����
TWh (71%), respectively, were recorded. 

)LJXUH������ $EVROXWH�DJJUHJDWH�VXP�RI�XQVFKHGXOHG�ÀRZV�IRU�WKUHH�UHJLRQV�±�����±������7:K�

 

Source: Vulcanus (2014) and ACER calculations 

Note: The calculation methodology used to derive UFs is not different from the one used for the previous MMR. The UFs are calcu-
lated with an hourly frequency; the absolute values are then summed across the hours and aggregated for borders belonging to the 
relevant regions.

3.3.3.4  Loop flows and unscheduled transit flows and their likely impact on the volume of 
cross-border capacities

359 ,Q�SUHYLRXV�HGLWLRQV�RI�WKLV�UHSRUW��GXH�WR�WKH�ODFN�RI�GDWD��WKH�$JHQF\�DQG�&((5�SUHVHQWHG�8)V�DV�
a proxy for LFs. By applying the methodology described in Paragraph 3.3.3.2, it is now possible to 
DVVHVV�WKH�UHVSHFWLYH�LPSDFW�RI�87)V�DQG�/)V��7KH�ER[�EHORZ�H[SODLQV�WKH�GLIIHUHQW�SRVVLEOH�FRPEL-
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Box: Explaining the directions and combinations of different types of cross-border flows

7KH�DLP�RI�WKLV�VHFWLRQ�LV�WR�SUHVHQW�D�FRXQWHU�IDFWXDO�DQDO\VLV�RI�WKH�GLIIHUHQW�NLQGV�RI�HOHFWULFLW\�ÀRZV�
WKDW�FDQ�EH�REVHUYHG�H[�SRVW��*LYHQ�WKDW�762V�FDQQRW�SUHGLFW�WKHVH�ÀRZV��LW�VKRXOG�EH�XQGHUOLQHG�
WKDW�WKH�UHODWLRQ�SUHVHQWHG�EHORZ�EHWZHHQ�ÀRZV�DQG�FDSDFLW\�DOORFDWLRQV�LV�WKHRUHWLFDO�DQG�KDV�QR�
SROLF\�DLPV��,Q�WKH�H[DPSOHV�EHORZ��WKH�LPSDFW�RI�8)V��L�H��WKH�VXP�RI�/)V�DQG�87)V��RQ�FURVV�]RQDO�
FDSDFLWLHV� LV�H[SODLQHG� LQ�GHWDLO�ZLWK�D�YLHZ�WR�FODULI\LQJ�WKH�UHODWLRQ�EHWZHHQ�WKHVH�ÀRZV�DQG�WKH�
cross-zonal capacities made available by TSOs. As explained in paragraph (361), cross-zonal ca-
SDFLWLHV�DUH�LPSDFWHG�E\�WKH�YROXPH�OHYHOV�RI�8)V�DQG�E\�WKHLU�XQFHUWDLQWLHV��ZKLFK�DUH��WRJHWKHU�ZLWK�
RWKHU�IDFWRUV��UHÀHFWHG�LQ�VR�FDOOHG�UHOLDELOLW\�PDUJLQV��WKH�OHYHOV�RI�WKHVH�UHOLDELOLW\�PDUJLQV�DUH�QRW�
known to the Agency). TSOs, which determine the cross-zonal capacities made available for trade, 
apply these reliability margins in order to maintain network security during real-time operation. 

$Q�H[�SRVW�DQDO\VLV�RI�WKH�OHYHOV�DQG�GLUHFWLRQV�RI�/)V��87)V�DQG�6&+V�ZDV�SHUIRUPHG�RQ�D�VHOHF-
tion of borders220, and their impact on cross-zonal capacities (expressed in NTCs) is explained in 
practice and in theory (i.e. ex-post). As the impact of reliability margins was not taken into account in 
WKH�H[DPSOHV�SUHVHQWHG�EHORZ��DQ�H[�SRVW�REVHUYHG�SRVLWLYH�LPSDFW�RI�ÀRZV�RQ�FURVV�]RQDO�FDSDFLW\�
can actually be negative in reality, whereas the negative ex-post impact might in reality become even 
PRUH�QHJDWLYH��)LJXUH�L�VKRZ�H[DPSOHV�RI�GLIIHUHQW�FRPELQDWLRQV�RI�ÀRZV��

)LJXUH�L��� 'LIIHUHQW�FRPELQDWLRQV�RI�ÀRZV�LQ�RQH�KRXU�LQ������IRU�D�VHOHFWLRQ�RI�ERUGHUV��0:�

 

Source: ENTSO-E, Vulcanus, EMOS (2014)

German-Dutch border, 3 January, hour 19:00

7KH�/)V��87)V�DQG�6&+V�ÀRZHG�LQ�WKH�VDPH�GLUHFWLRQ��
7KHRUHWLFDOO\��ERWK�WKH�/)V��������0:��DQG�87)V������0:��DUH�H[SHFWHG�WR�UHGXFH�FURVV�ERUGHU�
capacity in the direction of the Netherlands and increase it in the direction of Germany. This is pos-
sible because of an assumption that physical capacity on this border is symmetrical (equal in both 

220 The borders and hours were chosen randomly only for explanatory purposes.
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GLUHFWLRQV��DQG�WKDW�/)V�DQG�87)V�DOUHDG\�FRQVXPH�������0:�RI�FDSDFLW\� WRZDUGV�1HWKHUODQGV��
which should provide 1,489 MW more capacity towards Germany. 

The actual NTC value in the direction of the Netherlands was 1,468 MW and 1,916 MW in the direc-
tion of Germany. Given that the maximum observed NTC on this border in 2012 was 2,449 MW in 
ERWK�GLUHFWLRQV��LW�FDQ�EH�FRQFOXGHG�WKDW�8)V�DFWXDOO\�UHGXFH�FDSDFLWLHV�LQ�ERWK�GLUHFWLRQV��EXW�PRUH�
VLJQL¿FDQWO\�LQ�WKH�GLUHFWLRQ�RI�WKH�1HWKHUODQGV�

Belgian-Dutch border, 23 January, hour 1:00

7KH�/)V�DQG�87)V�ERWK�ÀRZHG�DJDLQVW�6&+V��
7KHRUHWLFDOO\��ERWK�WKH�/)V������0:��DQG�WKH�87)V������0:��VKRXOG�KDYH�D�SRVLWLYH�LPSDFW�RQ�WKH�
cross-border capacity in the direction of the Netherlands and a negative impact in the direction of 
%HOJLXP��+HQFH��LQ�WKH�K\SRWKHWLFDO�VLWXDWLRQ�RI�WKH�FRPSOHWH�DEVHQFH�RI�/)V�DQG�87)V��WKH�ORDG�RQ�
the interconnector would be 1,238 MW instead of 406 MW, and therefore less capacity in the direc-
tion of the Netherlands would be available. 

However, the maximum capacity on this border was approximately 3,000 MW in 2012 in both direc-
tions, while for this same hour, the NTC values in both directions were 1,401 MW. In this case it can 
EH�FRQFOXGHG�WKDW�FURVV�ERUGHU�FDSDFLW\�RQ�WKLV�ERUGHU�DQG�DW�WKLV�KRXU�GRHV�QRW�UHÀHFW�WKH�GLUHFWLRQ�
�RU�YROXPH��RI�/)V�DQG�87)V�LQ�VSHFL¿F�KRXUV��EXW�UDWKHU�WKH�DYHUDJH�XQFHUWDLQWLHV�RI�WKHVH�ÀRZV�LQ�
the form of reliability margins. 

French-Belgian border, 22 January, hour 19:00

7KH�6&+V�DQG�87)V�ÀRZHG�LQ�WKH�VDPH�GLUHFWLRQ��ZKLOH�/)V�ÀRZHG�LQ�WKH�RSSRVLWH�GLUHFWLRQ��
7KHRUHWLFDOO\�� WKH�87)V�����0:��DUH�H[SHFWHG�WR�UHGXFH�WKH�FDSDFLW\� LQ�WKH�GLUHFWLRQ�RI�%HOJLXP��
while the LFs (523 MW) are expected to positively impact the cross-border capacities while offset-
ting the TFs (1,810 MW + 70 MW) in the direction of Belgium. Hence, in the hypothetical situation of 
D�FRPSOHWH�DEVHQFH�RI�/)V�DQG�87)V��WKH�ORDG�RQ�WKH�LQWHUFRQQHFWRU�ZRXOG�EH�������0:�LQVWHDG�
of 1,357MW and less cross-border capacity would be available in the direction of Belgium (depend-
LQJ�RQ�WKH�PDJQLWXGH�RI�87)V�DQG�/)V��H�J������0:�LQVWHDG�RI����0:��WKH�VLWXDWLRQ�ZRXOG�FKDQJH�
accordingly), and with the absence of only LFs, the load on the interconnector would be 1,880 MW 
instead of 1,357 MW and again less capacity would be available in the direction of Belgium.

However, the maximum capacity on this border was approximately 3,000 MW in 2012 in both direc-
tions, while for this hour, the NTC value in the direction of France was 1,800 MW and 3,000 MW in 
the direction to Belgium. In this case, it can be concluded that LFs on this border indeed reduce the 
cross-border capacity in the direction of France and do not increase cross-border capacity in the 
direction to Belgium.

7KHVH�H[DPSOHV�VKRZ�WKDW��LQ�WKHRU\��8)V��/)V�DQG�87)V��FDQ�EH�H[SHFWHG�WR�GHFUHDVH�RU�LQFUHDVH�
(depending on their direction and volume) cross-border capacities, while in practice only reductions 
FDQ�EH�REVHUYHG��7ZR�UHDVRQV�IRU�WKLV�FDQ�EH�LGHQWL¿HG��7KH�¿UVW�LV�WKDW�FURVV�ERUGHU�FDSDFLWLHV�DUH�
QRW�RQO\�LQÀXHQFHG�E\�WKH�YROXPHV�RI�8)V��EXW�DOVR�E\�WKHLU�XQFHUWDLQWLHV�DQG�UHODWHG�UHOLDELOLW\�PDU-
gins. The second reason is that capacity calculation currently applied by the TSOs is not yet precise 
enough in terms of coordination, accurate common grid modelling, forecasting and calculation of 
uncertainties.
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360 The aggregate absolute value of LFs amounted to 69.7 TWh in 2011, 70.7 TWh in 2012 and 67.8 
7:K�LQ�������ZKLOH�87)V�NHSW�LQFUHDVLQJ�IURP����7:K�WR������7:K�DQG������7:K�IRU�WKH�UHVSHFWLYH�
\HDUV��,Q�RUGHU�WR�VKRZ�WKH�IUHTXHQF\�DQG�PDJQLWXGH�RI�/)V�DQG�87)V�SHU�ERUGHU��)LJXUH����SUHVHQWV�
WKH�DYHUDJH�/)V�DQG�87)V�LQ�0:�IRU�WKH�KRXUV�LQ������ZKHQ�WKHVH�QHJDWLYHO\�LPSDFWHG�FURVV�]RQDO�
capacity in the ex-post assessment. The results show that all the Swiss borders, German-Dutch, 
&]HFK�$XVWULDQ��3ROLVK�&]HFK��6ORYHQLDQ�,WDOLDQ�DQG�RWKHU�ERUGHUV�UHFRUGHG�D�VLJQL¿FDQW�QXPEHU�RI�
QHJDWLYHO\�LPSDFWHG�KRXUV�FDXVHG�E\�/)V�RU�87)V�

)LJXUH������ /RRS�ÀRZV�DQG�XQVFKHGXOHG�WUDQVLW�ÀRZV�QHJDWLYHO\�LPSDFWLQJ�FURVV�ERUGHU�WUDGH�±�������DY-
HUDJH�/)V��87)V����KRXUV�\HDU�

 

Source: ENTSO-E, Vulcanus, EMOS (2014) and ACER calculations 

Note 1: The percentages of hours per year and averages were calculated as follows. First, every hour with a negative welfare impact 
RQ�D�ERUGHU��/)�RU�87)�ÀRZLQJ�WR�WKH�KLJKHU�SULFH�DUHD��ZDV�FRXQWHG�VHSDUDWHO\�IRU�/)V�DQG�87)V��DQG�WKHQ�WKH�WRWDO�FRXQW�RI�LPSDFWHG�
hours in the whole year was divided by 8,784 to determine the percentage. Second, averages of LFs or UTFs in the impacted hours 
ZHUH�FDOFXODWHG��'LUHFWLRQV�DQG�ERUGHUV�IXO¿OOLQJ�WKH�FRQGLWLRQV�LQ�OHVV�WKDQ������KRXUV�DUH�RPLWWHG��

1RWH����5HDG�WKH�UHVXOWV�DV�IROORZV��RQ�WKH�$XVWULDQ�+XQJDULDQ�ERUGHU�LQ�WKH�GLUHFWLRQ�RI�+XQJDU\��WKH�FRQGLWLRQ�WKDW�/)V��¿UVW�URZ��
ÀRZHG�LQ�WKH�GLUHFWLRQ�WR�WKH�KLJKHU�SULFH�DUHD��KDYLQJ�D�QHJDWLYH�LPSDFW�RQ�FURVV�ERUGHU�FDSDFLWLHV��ZDV�IXO¿OOHG�LQ����RI�KRXUV�LQ�
2013 and the average LF amounted to 115 MW. The same applies for UTFs (second row), which amounted to 229 MW in 12% of hours 
in 2013.Similarly for the direction to Austria and other borders.

Note 3: For German-Czech border the Agency obtained only the aggregated values of LFs and UTFs. As shown in Figure 59 the UFs 
HQWHU�DQG�H[LW�WKLV�ERUGHU��KHQFH�SDUWLDOO\�RIIVHWWLQJ�RQH�DQRWKHU�LQ�WKH�DJJUHJDWHG�YROXPHV��DQG�WKHUHE\�WKH�¿JXUHV�SUHVHQWHG�IRU�WKLV�
border cannot show an adequate or comparable picture.
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3.3.3.5 Welfare impact of loop flows and unscheduled transit flows

361 :KHQ�DVVHVVLQJ�WKH�HIIHFW�RI�8)V�RQ�WKH�DPRXQW�RI�FURVV�ERUGHU�FDSDFLW\��WKH�DVVXPSWLRQ�LV�WKDW�
there is an optimum value for cross-zonal capacity on each border that represents the thermal limits 
of given network elements and the N-1221 security criterion. However, the actual capacity available 
for cross-border trading deviates from the optimum capacity for two reasons. First, in the capacity 
FDOFXODWLRQ�SURFHVV��WKH�762V�WU\�WR�IRUHFDVW�WKH�DPRXQW�RI�ÀRZV�FDXVHG�E\�LQWHUQDO�H[FKDQJHV�LQ�
DOO�ELGGLQJ�]RQHV��L�H��/)V�DQG�LQWHUQDO�ÀRZV���DQG�VHFRQG��WKH\�IRUHFDVW�WKH�DPRXQW�RI�ÀRZV�FDXVHG�
E\�FURVV�]RQDO�H[FKDQJHV�RQ�RWKHU�ERUGHUV�QRW�LQFOXGHG�LQ�FRRUGLQDWHG�FDSDFLW\�FDOFXODWLRQ��87)V���
%RWK� FDOFXODWLRQV� WRJHWKHU� UHVXOW� LQ� WKH� IRUHFDVW�8)V�� DQG� WKH�RSWLPXP�FDSDFLW\� LV� WKHQ� UHGXFHG�
DFFRUGLQJO\��+RZHYHU��DV�WKH�IRUHFDVWV�RI�8)V�DUH�QRW�GHWHUPLQLVWLF��762V�IXUWKHU�UHGXFH�FDSDFLW\��
while including the reliability margin, which represents the uncertainty of these forecasts.

362 MMR 2012 analysed two selected borders in each of the CEE, CSE and CWE regions and estimated 
the potential welfare losses for these borders (including redistribution effects222) as follows. First, on 
D�VSHFL¿F�ERUGHU��WKH�PD[LPXP�REVHUYHG�SK\VLFDO�ÀRZV��ZLWKRXW�WKH�WRS����RI�RXWOLHUV��RYHU�WKH�ODVW�
three years served as a proxy of thermal interconnector capacity. This value was reduced with the 
maximum observed NTC value over the last year. This result was assumed to be the forgone cross-
ERUGHU�WUDQVPLVVLRQ�FDSDFLW\�GXH�WR�8)V��/DVWO\��IRU�HDFK�GLUHFWLRQ�RQ�D�ERUGHU��WKH�YROXPHV�ZHUH�
multiplied by hourly day-ahead price differentials. The result was the value of lost welfare associated 
ZLWK�8)V�

363 Due to more detailed data becoming available, this year’s report applies a new methodology to es-
WLPDWH�WKH�ZHOIDUH�LPSDFW�RI�/)V�DQG�87)V��7KH�QHZ�PHWKRGRORJ\�EXLOGV�RQ�WKH�EDVLF�DVVXPSWLRQ�
WKDW�8)V�UHGXFH�FURVV�]RQDO�FDSDFLW\�LQ�WKH�GLUHFWLRQ�RI�LWV�ÀRZ��EXW�GR�QRW�LQFUHDVH�FDSDFLW\�LQ�WKH�
RSSRVLWH�GLUHFWLRQ��$VVXPLQJ�WKH�ORVV�RI�FDSDFLW\�HTXDOV�WKH�DPRXQW�RI�8)��WKH�UHVXOWLQJ�ZHOIDUH�ORVV�
FDQ�EH�FDOFXODWHG�DV�WKH�YROXPH�RI�8)V�PXOWLSOLHG�E\�WKH�GD\�DKHDG�SULFH�GLIIHUHQWLDO�ZKHQHYHU�WKH�
8)V�ÀRZ�LQ�WKH�PRUH�H[SHQVLYH�DUHD��&RQYHUVHO\��LI�WKH�8)V�ÀRZ�DJDLQVW�WKH�SULFH�GLIIHUHQWLDO��WKH�DV-
VRFLDWHG�ZHOIDUH�ORVV�LV�]HUR��2QFH�WKH�ZHOIDUH�ORVV�FDXVHG�E\�8)V�LV�NQRZQ��LW�FDQ�EH�GHFRPSRVHG�
LQWR�WKH�ZHOIDUH�ORVV�FDXVHG�E\�/)�DQG�WKH�ZHOIDUH�ORVV�FDXVHG�E\�87)��VXFK�WKDW�WKH�VXP�RI�WKH�WZR�
HTXDOV�WKH�ZHOIDUH�ORVV�FDXVHG�E\�8)223. 

364 7KH�NH\�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�PHWKRGRORJLHV�±�L�H��WKLV�\HDU¶V�DQG�ODVW�\HDU¶V�±�DUH�WKH�YRO-
umes of lost capacities against which the price spreads are multiplied. Last year, the calculation of 
the lost capacity volumes was based on an estimate using PFs and NTC values. The new methodol-
RJ\�DVVXPHV�WKDW�WKH�DPRXQW�RI�ORVW�FDSDFLW\�HTXDOV�WKH�DPRXQW�RI�8)V�DQG�WKHUHIRUH�GLVUHJDUGV�DQ\�
IXUWKHU�UHGXFWLRQ�LQ�FDSDFLW\�GXH�WR�WKH�XQFHUWDLQW\�RI�8)V��UHOLDELOLW\�PDUJLQ���7KH�QHZ�PHWKRGRORJ\�
DOVR�HQDEOHV�WKH�VHSDUDWLRQ�RI�ZHOIDUH�ORVVHV�GXH�WR�/)V�DQG�87)V��7KLV�SURYLGHV�DGGLWLRQDO�WUDQV-
parency and provides a basis for developing potential measures to mitigate problems in the short 
WHUP��L�H��SULRU�WR�PRUH�UREXVW�VROXWLRQV�VXFK�DV�D�UHFRQ¿JXUDWLRQ�RI�ELGGLQJ�]RQHV�

221 A situation in which at least one Contingency from the Contingency List can lead to deviations from Operational Security Limits 
even after the effects of Remedial Actions (source: ENTSO-E ICS methodology from 13 November 2013).

222 Each time this section mentions welfare losses, it should be taken to include redistribution effects.
223� :KHQ�/)V�DQG�87)V�ÀRZ�LQ�RSSRVLWH�GLUHFWLRQV��RQH�RI�WKHP�FDQ�SURGXFH�D�ZHOIDUH�JDLQ�DQG�WKH�RWKHU�D�ZHOIDUH�ORVV��ZKLOH�ERWK�

WRJHWKHU�DPRXQW�WR�WKH�ZHOIDUH�ORVV�FDXVHG�E\�8)V�
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365 It is important to mention that the overall calculated social welfare impact is:

a) underestimated, as it does not take into consideration the loss of social welfare resulting from the 
XQFHUWDLQW\�RI�8)V��7KLV�XQFHUWDLQW\�REOLJHV�762V�WR�FDOFXODWH�WUDQVPLVVLRQ�UHOLDELOLW\�PDUJLQV��
which can reduce the cross-border capacity for trade (i.e. NTC) by more than the mere amount 
RI�8)V��7KH�$JHQF\�DQG�&((5�FRQVLGHU�WKDW�WKHVH�XQNQRZQ�PDUJLQV�PD\�VXEVWDQWLDOO\�LQFUHDVH�
WKH�ORVV�RI�VRFLDO�ZHOIDUH��,Q�YLHZ�RI�WKLV��WKH�$JHQF\�DQG�&((5�DUH�SUHSDULQJ�D�PRGL¿FDWLRQ�WR�
WKH�FXUUHQWO\�DSSOLHG�PHWKRGRORJ\�WR�DFFRPPRGDWH�WKLV�SUREDEO\�VLJQL¿FDQW�XQGHUHVWLPDWLRQ�

b) underestimated, since the analysis includes merely the existing aggregated borders, whereas 
including all interconnectors and ‘internal’ lines would provide a more accurate estimate;

F�� XQGHUHVWLPDWHG��VLQFH�ORZHULQJ�WKH�DPRXQW�RI�/)V�RQ�QHJDWLYHO\�LQÀXHQFHG�ERUGHUV�ZRXOG�LPSO\�D�
GLIIHUHQW�ELGGLQJ�]RQH�FRQ¿JXUDWLRQ�ZLWK�ORZHU�SULFHV�LQ�WKH�VRXUFH�DUHDV�RI�/)V�DQG�KLJKHU�SULFHV�
in sink areas of LFs, and hence increased price spreads; and

G�� RYHUHVWLPDWHG��DV�WKH�SULFH�VSUHDG�±�DJDLQVW�ZKLFK�WKH�UHVXOW�LV�FDOFXODWHG�±�GHFUHDVHV�ZLWK�HDFK�
additionally traded unit of transmission capacity until a (possible) complete price convergence, 
i.e. only so-called dead-weight losses should be taken into account, not the current price spread 
multiplied by the volume.

366 The results from the application of the new methodology are shown in Figure 62 for all national bor-
GHUV�LQ�WKH�&((��&6(�DQG�&:(�UHJLRQV��,Q�������WKH�WRWDO�ZHOIDUH�ORVV�EDVHG�RQ�8)V�ZDV�����PLOOLRQ�
euros, while in 2012 it was 461 million euros and 469 million euros in 2013, which indicates a 44.7% 
increase over the last three years. The differences between 2011, 2012 and 2013 are mostly caused 
by changes in the price differences on the borders and to a much lesser degree to changes in the 
YROXPHV�RI�8)V��7KH�VKDUH�GXH�WR�/)V�ZDV�����LQ������������PLOOLRQ�HXURV���������LQ�����������PLO-
lion euros) and 35.9% in 2013 (168 million euros). This result is considered a conservative estimate 
based only on welfare losses at the borders; it does not represent the total welfare losses resulting 
IURP�VXE�RSWLPDO�ELGGLQJ�]RQH�FRQ¿JXUDWLRQ��6XFK�DQ�HVWLPDWH�FRXOG�EH�PDGH�RQO\�E\�FRQGXFWLQJ�D�
comprehensive review of bidding zones, which is currently being performed by ENTSO-E. 

367 7KH�UHVXOWV�RI�WKH�QHZ�PHWKRGRORJ\�VXJJHVW�WKDW�ERWK�/)V�DQG�87)V�FDQ��LQ�DQ�H[�SRVW�DVVHVVPHQW��
UHGXFH�WKH� WRWDO�DPRXQW�RI�8)V�EDVHG�ZHOIDUH� ORVVHV��L�H��ZKHQ�WKH\�ÀRZ� LQ�RSSRVLWH�GLUHFWLRQV���
7KLV�PHDQV�WKDW�RQH�RI�WKHP�FDQ�DFWXDOO\�SURGXFH�ZHOIDUH�JDLQV��DV�LQ�LWV�DEVHQFH�WKH�8)V�ZRXOG�
EH�KLJKHU��7KLV�LPSOLHV�WKDW�EHVLGHV�ORVHUV��WKHUH�FDQ�DOVR�EH�ODWHQW�ZLQQHUV�GXH�WR�/)V�DQG�87)V��
The welfare losses caused to losers by LFs amounted to 184 million euros in 2011, 234 million euros 
in 2012 and 231 million euros in 2013, and were partially offset by the winners’ gains of 64 million 
euros, 52 million euros and 63 million euros for the respective years. Combined, they amounted to 
a total welfare loss of 120-183 million euros per year, as presented in paragraph (366). The detailed 
VWDWLVWLFV�RQ�ÀRZV�DQG�ZHOIDUH�HIIHFWV�DUH�SUHVHQWHG�LQ�$QQH[����
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)LJXUH������ (VWLPDWHG�ORVV�RI�VRFLDO�ZHOIDUH�GXH�WR�XQVFKHGXOHG�ÀRZV�LQ�WKH�&((��&6(�DQG�&:(�UHJLRQV�
±�������������������PLOOLRQ�HXURV�

 

Source: ENTSO-E, Vulcanus, EMOS (2014) and ACER calculations 

Note: The German-Austrian border is omitted, as Austria and Germany form a single bidding zone and have one common price refer-
HQFH��7KH�*HUPDQ�&]HFK�ERUGHU�XVHV�RQH�DJJUHJDWHG�YDOXH�RI�ÀRZV�QRW�UHVXOWLQJ�IURP�FDSDFLW\�DOORFDWLRQ�IRU�ERWK�RI�LWV�LQWHUFRQQHF-
tors. LFs and UTFs then partially offset one another in volumes and thereby the presented result cannot be meaningfully interpreted.

3.3.3.6 Conclusion

368 8)V�UHPDLQ�D�FKDOOHQJH�IRU� WKH�IXUWKHU� LQWHJUDWLRQ�RI� WKH�,(0��7KHLU�SHUVLVWHQFH�UHGXFHV�WUDGDEOH�
FURVV�ERUGHU� FDSDFLWLHV�� LPSDFWLQJ�PDUNHW�HI¿FLHQF\�DQG�QHWZRUN� VHFXULW\��:HOIDUH� ORVVHV�GXH� WR�
8)V�KDYH�VKRZQ�DQ�LQFUHDVLQJ�WUHQG�VLQFH�������UHDFKLQJ�QHDUO\�KDOI�D�ELOOLRQ�HXURV�LQ�������ZLWKRXW�
taking into account any of the under/overestimates listed in paragraph (365). A preliminary estimate 
of the underestimate in paragraph (365) a) suggests that this uncertainty can substantially reduce 
the cross-border capacity made available for trade (i.e. NTC), even by more than the mere amount 
RI�8)V��7KH�$JHQF\�DQG�&((5�FRQVLGHU�WKDW�WKHVH�XQNQRZQ�PDUJLQV�PD\�FRQVLGHUDEO\�LQFUHDVH�WKH�
FDOFXODWHG�ORVV�RI�VRFLDO�ZHOIDUH��7KDQNV�WR�QHZO\�DYDLODEOH�GDWD��L�H��ÀRZV�QRW�UHVXOWLQJ�IURP�FDSDFLW\�
DOORFDWLRQ���D�PRUH�SUHFLVH�DQG�GHWDLOHG�DQDO\VLV�LV�SRVVLEOH�WR�GHFRPSRVH�8)V�LQWR�/)V�DQG�87)V�
and to asses these separately. Moreover, it exposes the magnitudes of welfare losses based on LFs 
DQG�87)V�DQG�WKHLU�SURSRUWLRQ��ZKLFK�LV�DURXQG�����DQG������UHVSHFWLYHO\��

369 7KH�FDOFXODWLRQ�RI�ZHOIDUH�ORVVHV�FDXVHG�E\�8)V�ZDV�EXLOW�RQ�WKH�DVVXPSWLRQ�WKDW�FURVV�ERUGHU�FD-
SDFLW\�ORVV�GXH�WR�8)V�LV�HTXDO�WR�WKH�YROXPH�RI�8)V��,Q�VRPH�FDVHV��/)V�RU�87)V�ÀRZ�LQ�WKH�RSSRVLWH�
GLUHFWLRQ�WR�8)V��ZKLFK�PHDQV�WKDW�WKH\�UHGXFH�WKH�DPRXQW�RI�8)V�DQG�WKHUHIRUH�LQGXFH�D�SRVLWLYH�
effect on cross-border capacities. Such positive effects have been observed on a few borders only, 
most notably on the French-Italian border. The extent to which this positive effect actually material-
ises in practice is yet to be analysed in detail.
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370 In order to increase the accuracy and transparency of the level of LFs, the Agency and CEER are of 
WKH�RSLQLRQ�WKDW�D�SURFHVV�WR�FDOFXODWH�WKH�ÀRZV�UHVXOWLQJ�IURP�FDSDFLW\�DOORFDWLRQ�IRU�HDFK�KRXU�DQG�
IRU�HDFK�LQWHUFRQQHFWRU�ZLWKRXW�WKH�VLPSOL¿FDWLRQV�PHQWLRQHG�LQ�SDUDJUDSK�������VKRXOG�EH�HVWDE-
lished in the near future. The Agency and CEER welcome and encourage this improved transparen-
cy, as it provides an important basis for assessing the reductions in cross-zonal capacities for trade 
and its welfare impacts more adequately. In this regard, the monitoring of LFs should be continued. 

371 7KH�LPSDFW�RI�87)V�FDQ�EH�PLWLJDWHG�ZLWK�IXUWKHU�762�FRRUGLQDWLRQ�LQ�FDSDFLW\�FDOFXODWLRQ�DQG�DOOR-
FDWLRQ��LPSOHPHQWDWLRQ�RI�ÀRZ�EDVHG�PHWKRGV���ZKLOH�WKH�LPSDFW�RI�/)V�FDQ�EH�PLWLJDWHG�E\�LPSURY-
LQJ�WKH�ELGGLQJ�]RQH�FRQ¿JXUDWLRQ�LQ�WKH�PHGLXP�WHUP�DQG�E\�PDNLQJ�LQYHVWPHQWV�LQ�WUDQVPLVVLRQ�
infrastructure in the long term. Moreover, the presented results of welfare losses due to LFs provide 
a starting point for developing a short-term solution for addressing the distributional effects of LFs. A 
proper review of bidding zones, leaving open the possibility of abandoning the current design mainly 
EDVHG�RQ�SROLWLFDO�ERUGHUV�� LV�DLPHG�DW�PLWLJDWLQJ�WKH�LQHI¿FLHQFLHV�GXH�WR�/)V�DQG�KHQFH�WKH�WUXH�
ZHOIDUH�ORVVHV�FDXVHG�E\�WKH�VXE�RSWLPDO�ELGGLQJ�]RQH�FRQ¿JXUDWLRQ�

3.3.3.7 Re-dispatching, counter-trading and capacity curtailments

372 To ensure operational security, different remedial actions are applied by the TSOs to relieve conges-
WLRQ�RQ�HLWKHU�FURVV�ERUGHU�RU�LQWHUQDO�QHWZRUN�HOHPHQWV�FDXVHG�E\�SK\VLFDO�ÀRZV�UHVXOWLQJ�IURP�ERWK�
GRPHVWLF�DQG�FURVV�ERUGHU�WUDGH��6RPH�UHPHGLDO�DFWLRQV�GR�QRW�UHVXOW�LQ�VLJQL¿FDQW�FRVWV�DQG�DUH�
preventive (e.g. changing grid topology), while others come as a cost to the system or to TSOs and 
may be either preventive (e.g. offering less cross-border capacity) or curative (e.g. re-dispatching 
and counter-trading, and curtailment of capacity already allocated). The curative measures are pre-
sented in what follows.

373 Re-dispatching is a measure activated by one or several TSOs by altering the generation and/or load 
SDWWHUQ�LQ�RUGHU�WR�FKDQJH�SK\VLFDO�ÀRZV�LQ�WKH�WUDQVPLVVLRQ�V\VWHP�DQG�UHOLHYH�SK\VLFDO�FRQJHVWLRQ��
0RUH�VSHFL¿FDOO\�� WKLV�UHIHUV�WR�D�762�UHTXHVWLQJ��ZKHQ�FRQJHVWLRQ�DSSHDUV��VRPH�JHQHUDWRUV�RU�
certain consumers to start or increase production or reduce consumption, and some other genera-
tors to stop or reduce production or increase consumption in order to maintain network security. 
Moreover, TSOs may apply countertrading, which is a commercial cross-zonal exchange initiated by 
TSOs between two bidding zones to relieve physical congestion. In this case, the precise location of 
JHQHUDWLRQ�RU�ORDG�SDWWHUQ�DOWHUDWLRQ�LV�QRW�SUH�GH¿QHG�

374 Table 4 shows network congestion-related volumes and costs of remedial actions, reported sepa-
rately for re-dispatching and counter-trading. 
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7DEOH���� 1HWZRUN�FRQJHVWLRQ�UHODWHG�YROXPHV�DQG�FRVWV�RI�UHPHGLDO�DFWLRQV�±�������*:K��WKRXVDQG�
euros) 

Country
Re-dispatching Counter-trading Other

Contributions 
from other 

TSOs
Total cost

GWh thousand 
euros GWh thousand 

euros
thousand 

euros
thousand 

euros
thousand 

euros
UK 8,381 256,535 42 -7 92,988 0 349,516
PL 4,474 86,200 525 11,358 0 10,057 87,501
EE 0 0 38 1,123 0 0 1,123
CZ 34 144 0 0 0 -799 943
FI 6 428 12 450 0 22 856
LV 0 0 20 838 0 23 814
RO 11 702 0 0 0 0 702
DK n.a. 228* n.a. 228* 0 0 456
PT 9 0 0 0 99 3 96
ES 0 0 44 -54 0 -149 95
AT 248 n.a. 0 n.a. n.a. n.a. n.a.
CH 11 n.a. 44 n.a. n.a. n.a. n.a.
SI 3 0** 0 0 0 0 0
BG 0 0 0 0 0 0 0
HU 0 0 0 0 0 0 0
LU 0 0 0 0 0 0 0
NL 0 0 0 0 0 0 0
SK 0 0 0 0 0 0 0

Source: Data provided by NRAs through the ERI (2014)

Notes: Data for 2013 are not directly comparable to the 2012 data, as the question in the ERI template differs. In 2012, the Agency 
requested all remedial actions, while in 2013 only congestion-related ones. Positive euro values for remedial actions refer to costs 
incurred to TSOs, negative values to their revenues, whereas, positive values for contributions refer to money received from other 
TSOs and negative to money paid to other TSOs. Austria, Belgium, Croatia, France, Italy and Switzerland did not provide details on 
costs or did not have the data available. Countries which are not present in the table did not submit any remedial actions data. * Den-
mark reported on the sum of both cost components; in the table it has been divided into halves. ** Slovenian costs for re-dispatching 
are covered by Italy.

375 Figure 63 extends the information summarised in Table 4 and shows the reasons for remedial action 
activations presented by the TSOs and whether they prevented or remedied N 1 violations. 

376 Figure 64 shows that 5% (i.e. 296 cases) of the remedial action activations failed to prevent the N-1 
violations from happening. According to the TSOs, 83%224�RI�WKHVH�FDVHV�ZHUH�FDXVHG�E\�WKH�8)V�
and only 17% by other causes. 

224 N-1 violations were reported in only 7 countries (Austria, Czech Republic, Hungary, Poland, Slovakia, Slovenia and Spain); 10 
countries reported no occurrences of N-1 violations.
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)LJXUH������ 5HDVRQV� IRU� DQG� UHVXOWV�RI� QHWZRUN� FRQJHVWLRQ� UHODWHG� UHPHGLDO� DFWLRQV� LQ�(XURSH�±������
(MWh)

 

Source: Data provided by NRAs through the ERI (2014)

1RWHV��7KH�SHUFHQWDJHV�ZHUH�FDOFXODWHG�IURP�WKH�WRWDO�DPRXQW�RI�DFWLYDWLRQV���������DFWLYDWLRQV�LQ����FRXQWULHV���UHJDUGOHVV�RI�WKHLU�
volumes.

377 When dealing with emergency situations in which TSOs must act in an expeditious manner and when 
re-dispatching or countertrading is not possible, TSOs may curtail allocated capacity. Regulation 
EC No 717/2009 and the Framework Guidelines on CACM require that in the case of force majeure 
market participants owning the curtailed capacity should be reimbursed, whereas in all other cases 
market participants should be compensated for curtailed capacity. Such compensation should be 
equal to the price difference between the zones concerned in the relevant timeframe (market spread 
compensation).

378 Figure 64 shows the number of hours for a selection of borders for which cross-border capacity was 
curtailed, together with information on the average curtailed MW capacity in these hours. 

Did it help
to prevent N-1?

Yes 86%

No 5%

NA 9%

Main reason
for remedial action

N-1 83%

Overload 6%

Planned 6%
Fault 2%

Other 2%
Voltage/stability 1%
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)LJXUH������ $YHUDJH�FXUWDLOHG�FDSDFLWLHV�DQG�QXPEHU�RI�FXUWDLOHG�KRXUV�SHU�ERUGHU�±������DQG�������0:�
and hours/year)

 

Source: Data provided by NRAs through the ERI (2014)

1RWHV��,Q�WKLV�¿JXUH��µFXUWDLOPHQW¶�LV�GH¿QHG�DV�µORQJ�WHUP�FDSDFLW\�FXUWDLOPHQW¶��LW�UHIHUV�WR�D�VLWXDWLRQ�LQ�ZKLFK�WKH�VXP�RI�PRQWKO\�DQG�
\HDUO\�DXFWLRQHG�FDSDFLW\�LV�KLJKHU�LQ�D�VSHFL¿F�KRXU�WKDQ�WKH�GD\�DKHDG�17&�YDOXH�LQ�WKH�VDPH�KRXU��)RU�WKH�ERUGHUV�RI�)5�(6��)5�,7��
FR-CH, FR GB, AT-CH, CH-IT and AT-IT in 2012 and CH-AT, ES-FR, FR-ES, FR CH, FR-UK, GR-IT, IT-GR, SI-IT and UK-FR in 2013 
the data provided on the two sides of the borders were not identical, and average MW capacity curtailed and the average number of 
hours curtailed are reported. Only borders with more than 24 hours of curtailments per year are included. 

379 A capacity curtailment, if implemented by a TSO, is followed by compensation payments paid to the 
holders of cross-border transmission rights. Compensation schemes still differ across borders and 
WKH�(8��)RU�LQVWDQFH��ZKLOH�WKH�&:(�UHJLRQ�RIIHUV�FRPSHQVDWLRQ�FDSSHG�DW�WKH�YDOXH�RI�WKH�GD\�
ahead price differential, other regions usually reimburse the original price paid at the transmission 
rights auction. These costs are usually split between the TSOs proportionally to the auction revenues 
received by each TSO. Figure 65 shows the curtailment costs for a selection of borders. 
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)LJXUH������ 7RWDO�FXUWDLOPHQW�FRVWV�SHU�ERUGHU�±�������WKRXVDQG�HXURV�

 

Source: Data provided by NRAs through the ERI (2013) and ACER calculations

Note: For the borders of FR-ES, FR-IT, FR-CH, FR-GB, AT-CH, CH-IT and AT-IT in 2012 and CH-AT, ES-FR, FR-ES, FR-CH, FR-UK, 
GR-IT, IT-GR, SI-IT and UK-FR in 2013 the data provided on the two sides of the borders were not identical and average total curtail-
ment costs are reported.

380 On borders linked with DC interconnectors, and especially sub-sea cables, higher costs related to 
cross-border capacity curtailments can be observed, as the duration of curtailments on these borders 
LV�XVXDOO\�ORQJHU�WKDQ�RQ�ERUGHUV�ZLWK�$&�LQWHUFRQQHFWRUV��&XUWDLOPHQW�FRVWV�PD\�DOVR�VLJQL¿FDQWO\�
increase on borders with capped market-spread compensation when the curtailment takes place in 
hours with a high price spread between bidding zones, compared to the originally paid cross-border 
capacity auction price.

381 Figure 66 shows the total congestion revenues and their decomposition, depending on how the 
TSOs spend them. 
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)LJXUH������ &RQJHVWLRQ�UHYHQXHV�±�������PLOOLRQ�HXURV�

 

Source: Data provided by NRAs through the ERI (2014) and ACER calculations

1RWH��7KH�UHVXOWV�ZHUH�FURVV�FKHFNHG�ZLWK�(1762�(�GDWD��DQG�ZKHQ�GLIIHUHQW�IURP�(5,��15$V�ZHUH�DVNHG�VHSDUDWHO\�WR�FRQ¿UP�
HLWKHU�RI�WKH�DPRXQWV��)RU�6ZHGHQ��³8QVSHFL¿HG´�UHIHUV�WR�UHYHQXHV�SODFHG�RQ�D�VHSDUDWH�LQWHUQDO�DFFRXQW�ZLWKRXW�IXUWKHU�GLVWLQFWLRQ�
of spending. 

382 Not all the measures and data collection methods used to obtain the data mentioned earlier in the 
FKDSWHU�KDYH�EHHQ�XQL¿HG�DPRQJ�762V��7KLV�PLJKW�FDXVH�VOLJKW�GLVFUHSDQFLHV�LQ�FRPSDULVRQV�EH-
tween one country and another. Therefore, more and deeper cooperation is needed among all the 
LQYROYHG�SDUWLHV��WKH�$JHQF\�DQG�&((5��15$V��762V�DQG�(1762�(��LQ�RUGHU�WR�LPSURYH�GH¿QLWLRQV�
and ways of collecting data, especially from TSOs, which have the core information. The Transpar-
ency Regulation225 should help to increase transparency with regard to remedial actions applied by 
WKH�762V�WR�HQVXUH�HI¿FLHQW�FURVV�ERUGHU�WUDGH�

225� &RPPLVVLRQ�5HJXODWLRQ��(8��1R����������RI�-XQH������RQ�WKH�VXEPLVVLRQ�DQG�SXEOLFDWLRQ�RI�GDWD�LQ�HOHFWULFLW\�PDUNHWV�DQG�
amending Annex I to Regulation (EC) No 714/2009 of the European Parliament and of the Council.
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3.4 Conclusions and recommendations

383 ,Q�������WKH�HI¿FLHQW�XVH�RI�LQWHUFRQQHFWRUV�FRQWLQXHG�WR�LQFUHDVH�GXH�WR�PDUNHW�FRXSOLQJ�UHDFKLQJ�
D�OHYHO�RI�HI¿FLHQF\�RI�����LQ�WKH�GD\�DKHDG�WLPHIUDPH��7KH�KLJKHVW�µORVVHV�LQ�VRFLDO�ZHOIDUH¶�DUH�
still observed on the Swiss borders, on the border between Great Britain and Ireland and within the 
&((�UHJLRQ��GXH�WR�WKH�ODFN�RI�PDUNHW�FRXSOLQJ��DPRQJ�RWKHU�IDFWRUV��7KH�ORVVHV�GXH�WR�LQHI¿FLHQW�
GD\�DKHDG�DOORFDWLRQ�PHWKRGV�LOOXVWUDWH�WKH�XUJHQW�QHHG�WR�¿QDOLVH�WKH�LPSOHPHQWDWLRQ�RI�WKH�(70�

384 The combined analysis of available intraday cross-border capacity and intraday price differentials 
shows that the available capacity in the intraday timeframe was frequently underutilised in 2013 
(more than 40% of the times, the capacity remained unused in the economic direction)

385 ,Q� ������ WKH� H[FKDQJH�RI� EDODQFLQJ� VHUYLFHV� DFURVV�(8�ERUGHUV�ZDV� VWLOO� LQFLSLHQW��7KH�DQDO\VLV�
VKRZV� WKDW�VXEVWDQWLDO�EHQH¿WV� �LQ� WKH�RUGHU�RI� VHYHUDO�KXQGUHG�PLOOLRQ�HXURV�SHU�\HDU��FRXOG�EH�
achieved from the exchange of balancing services, which is why Europe should continue to harmo-
nise and integrate balancing markets.

386 8)V�UHPDLQ�D�VLJQL¿FDQW�FKDOOHQJH�IRU�WKH�IXUWKHU�LQWHJUDWLRQ�RI�WKH�,(0��7KHLU�SHUVLVWHQFH�UHGXFHV�
WUDGDEOH�FURVV�ERUGHU�FDSDFLWLHV��LPSDFWLQJ�PDUNHW�HI¿FLHQF\�DQG�QHWZRUN�VHFXULW\��:HOIDUH�ORVVHV�
GXH�WR�8)V�KDYH�VKRZQ�DQ�LQFUHDVLQJ�WUHQG�VLQFH������DQG�UHDFKHG�QHDUO\�KDOI�D�ELOOLRQ�HXURV�LQ�
2013, without taking into account the losses associated with the reliability margins, which are ex-
SHFWHG�WR�LQFUHDVH�WKH�DPRXQW�VXEVWDQWLDOO\��,Q�YLHZ�RI�LQWHJUDWLQJ�5(6�LQWR�(8�SRZHU�V\VWHPV��WKHUH�
LV�DQ�LQFUHDVLQJ�QHHG�IRU�ÀH[LEOH�UHVRXUFHV�LQ�WKH�V\VWHP��)OH[LELOLW\�LQ�ZKROHVDOH�HOHFWULFLW\�PDUNHWV�
�LQFOXGLQJ�5(6�EDODQFLQJ��UHTXLUHV�HI¿FLHQW�DQG�ZHOO�LQWHJUDWHG�JDV�PDUNHWV��

387 2YHUDOO�� WKH�PRQLWRULQJ�UHVXOWV�IRU� WKH�HOHFWULFLW\�ZKROHVDOH�VHFWLRQ�VKRZ�WKDW�VLJQL¿FDQW�VFRSH�UH-
mains to improve: i) the use of existing cross-border capacity in the different timeframes (i.e. LT, DA, 
,'�DQG�%0��� LL��762�FRRUGLQDWLRQ�RQ�FDSDFLW\�FDOFXODWLRQV�DQG�DOORFDWLRQ��DQG� LLL��FRQ¿JXUDWLRQ�RI�
bidding zones.
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4 Wholesale gas markets and network access
4.1 Introduction 

388 ,Q�FRPSHWLWLYH�PDUNHWV�� UHWDLO�DQG�ZKROHVDOH�PDUNHWV�DUH�FORVHO\� LQWHUUHODWHG��/LTXLG�DQG�HI¿FLHQW�
wholesale gas markets, in combination with transparent and non-discriminatory gas network access 
PHFKDQLVPV��KHOS�SURPRWH�FRPSHWLWLRQ�DQG�HI¿FLHQW�SULFH�IRUPDWLRQ�DFURVV�WKH�(8�JDV�YDOXH�FKDLQ�

389 The GTM226 and the provisions of the various gas network codes (NCs) and framework guidelines 
(FGs)227�DLP�WR�HQKDQFH�(8�JDV�ZKROHVDOH�PDUNHWV¶�IXQFWLRQDOLW\��E\�LPSURYLQJ�WKHLU�WUDQVSDUHQF\�
and accessibility. The model is intended to encourage wholesale market liquidity by making hub trad-
ing easier and more transparent, and will ultimately constitute a mature and attractive mechanism as 
an alternative to traditional long-term bilateral contracts. 

390 The measures proposed include the setting of criteria on the appropriate size of market zones’228, 
the offering of cross-border bundled capacity from/to virtual trading points229 supported by trading 
platforms, the organisation of capacity auctions, harmonised transmission entry/exit tariff structures, 
market-based balancing mechanisms230�DQG��SRVVLEO\��IROORZLQJ�D�FRVW�EHQH¿W�DQDO\VLV��WKH�PHUJLQJ�
of market zones231��$W�WKH�VDPH�WLPH��WKH�(8�,QIUDVWUXFWXUH�3DFNDJH232 is contributing to the estab-
lishment of integrated wholesale markets by encouraging the development of adequate cross-border 
transmission infrastructure. In addition, and in order to mitigate the lack of transparency in wholesale 
markets, Regulation (EC) No 1227/2011 on wholesale energy market integrity and transparency 
(REMIT233) is intended to prohibit insider trading and market abuse in gas wholesale markets across 
Europe through the establishment of a monitoring regime for wholesale energy trading.

391 7KLV�FKDSWHU�SURYLGHV�D�UHYLHZ�RI�WKH�PDLQ�ZKROHVDOH�PDUNHW�GHYHORSPHQWV�LQ������DFURVV�WKH�(8��,W�
presents the key demand, price and gas supply developments (Section 4.2), then explores the level 
of market integration assessed through the evolution of price, competition and liquidity indicators 
(Section 4.3). This section also contains an assessment of the welfare losses that each individual 

226� 7KH�*70�LV�DQ�(8�ZKROHVDOH�PDUNHW�PRGHO�HVVHQWLDOO\�SURPRWLQJ�D�KXE�WR�KXE�WUDGLQJ�IUDPHZRUN��7KH�*70�LV�FXUUHQWO\�XQGHU�
review to assess whether enhancements are required to address some new challenges which have arisen in the gas sector.

227 The Commission Decision of 24 August 2012 amending Annex I to Regulation (EC) No 715/2009 on Congestion Management 
3URFHGXUHV�� WKH�&RPPLVVLRQ�5HJXODWLRQ� �(8��1R� ��������� RI� ���2FWREHU� ����� HVWDEOLVKLQJ� D�1HWZRUN�&RGH� RQ�&DSDFLW\�
$OORFDWLRQ� 0HFKDQLVPV� LQ� *DV� 7UDQVPLVVLRQ� 6\VWHPV� DQG� WKH� &RPPLVVLRQ� 5HJXODWLRQ� �(8�� 1R� ��������� RI� ��� 0DUFK�
2014 establishing a Network Code on Gas Balancing of Transmission Networks are already in place. The Network Code on 
Interoperability and Data Exchange Rules and the Network Code on Harmonised Transmission Tariffs Structures are currently 
under development.

228 The GTM1, published on December 2011, provided an initial vision of the European gas market and the necessary measures 
to foster IEM completion. See: KWWS���ZZZ�FHHU�HX�SRUWDO�SDJH�SRUWDO�((5B+20(�((5B&2168/7�&/26('���38%/,&���
&2168/7$7,216�*$6�*DVB7DUJHWB0RGHO�&'�&���*:*������B*70���YLVLRQB)LQDO�SGI. GTM1 market zones dimension 
criteria were: churn rate over 8; markets zone sizes over 20bcm; more than 3 supply source origins; HHI index, measuring 
concentration, over 2,000; and Residual Supply Index (RSI), measuring the share of consumption that can be met without the 
largest supplier based on supply capability higher than 110%. GTM2 will provide a revision of the initial model, with the aim of 
HQVXULQJ�WKH�*70�UHPDLQV�¿W�IRU�SXUSRVH��*70��ZRUNV�DUH�EHLQJ�FRQGXFWHG�GXULQJ�������*70��PD\�VHW�QHZ�FULWHULD�LQ�UHODWLRQ�
to ask-bid spreads, the number of players or number of available offers in a given timeframe. 

229 A virtual trading point consists of an entry/exit system where gas can be traded independently of its location. A virtual trading 
SRLQW�RIIHUV�XVHUV�WKH�SRVVLELOLW\�WR�ELODWHUDOO\�WUDQVIHU�WKH�WLWOH�RI�JDV�DQG�RU�VZDS�LPEDODQFHV�EHWZHHQ�QHWZRUN�XVHUV�±�SURFHVVHV�
facilitated by exchanges or balancing platforms.

230 Arguably, balancing market operations have more impact on short-term liquidity enlargement, but they help to constitute a price 
reference base, and this may also serve to spread liquidity to forward products.

231 See: GTM presentation on the current status of merging projects: http://www.acer.europa.eu/Media/Events/3rd-Gas-Target-
Model-Stakeholders-Workshop/Documents/08.%20Hesseling%20Market%20integration%20projects.pdf.

232� 6HH��5HJXODWLRQ��(8��1R����������RQ�JXLGHOLQHV�IRU�WUDQV�(XURSHDQ�HQHUJ\�LQIUDVWUXFWXUH��KWWS���HXU�OH[�HXURSD�HX�/H[8UL6HUY�
/H[8UL6HUY�GR"XUL 2-�/��������������������(1�3').

233 See: http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011R1227.
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06�LV�HVWLPDWHG�WR�EH�IDFLQJ�SHQGLQJ�WKH�FRPSOHWLRQ�RI�D�IXOO\�LQWHJUDWHG�(8�LQWHUQDO�JDV�PDUNHW��
)XUWKHU��QHWZRUN�DFFHVV�LVVXHV�VXFK�DV�FURVV�ERUGHU�FDSDFLW\�XWLOLVDWLRQ��JDV�ÀRZV�DQG�WUDQVPLVVLRQ�
WDULIIV�DUH�WDFNOHG��6HFWLRQ������DQG��¿QDOO\��WKH�PDLQ�EDUULHUV�LQKLELWLQJ�IXUWKHU�(8�ZKROHVDOH�PDUNHW�
integration are summarised, and mechanisms to remove them considered (Section 4.5). 

4.2 Developments

392 (8����QDWXUDO�JDV�FRQVXPSWLRQ�WRWDOOHG�URXJKO\�������7:K�LQ�������D�VOLJKW�GHFUHDVH�FRPSDUHG�WR�
������7KH�VDPH�IDFWRUV�WKDW�VLJQL¿FDQWO\�UHGXFHG�JDV�GHPDQG�LQ�SUHYLRXV�\HDUV234�±�VORZ�HFRQRPLF�
growth, the increased use of coal as the fuel of choice for power generation, the increasing penetra-
WLRQ�RI�5(6�DQG�HQHUJ\�HI¿FLHQF\�LPSURYHPHQWV�±�FRQWLQXH�WR�EH�GHWHUPLQLQJ�IDFWRUV��7KLV�RYHUDOO�
(8�WUHQG�YDULHG�DPRQJ�06V��DV�VKRZQ�LQ�)LJXUH�����

)LJXUH������ (8����JDV�FRQVXPSWLRQ�±�������7:K�\HDU�DQG���YDULDWLRQ�ZLWK�UHVSHFW�WR������

 

6RXUFH��(XURVWDW¶V�JURVV�DQQXDO�LQODQG�FRQVXPSWLRQ�PRQWKO\�GDWD��'DWD�VHULHV�QUJBLQGB���P�LQ�7-��*&9�����0D\�������DQG�$&(5�
calculations

Note: Denmark, France, Germany, Lithuania and Luxembourg values were revised by NRAs. Those MSs, where demand increased 
in 2013 compared to 2012, are shown in dark blue. Cyprus and Malta have no gas market.

234� (8����JDV�GHPDQG�GHFUHDVHG�\HDU�RQ�\HDU�E\������LQ������������LQ������DQG�������LQ������
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393 2QH�RI�WKH�PDLQ�UHDVRQV�IRU�WKH�RYHUDOO�UHGXFWLRQ�LQ�(8�JDV�GHPDQG�LV�WKH�GLVSODFHPHQW�RI�JDV�E\�
other energy sources for power generation235��7KLV�KDV�EHHQ�GULYHQ�E\�WZR�IDFWRUV��¿UVW��WKH�DYDLODELO-
ity of cheap international236 coal imports in combination with the low price of CO2 Emission Trading 
System (ETS) allowances237��FDXVLQJ�JDV�WR�UHPDLQ�OHVV�SUR¿WDEOH�WKDQ�FRDO�¿UHG�JHQHUDWLRQ�GXULQJ�
the year, leading to negative spark/dark238 spreads. Second, as a result of lower generation costs 
and direct support schemes239��HOHFWULFLW\�SURGXFWLRQ�IURP�5(6�LV�LQFUHDVLQJ�DFURVV�WKH�(8��LQ�SDUDO-
lel with steps taken to meet the 20-20-20 targets. In addition, gas demand for industry was affected 
E\�D�VOLJKW�GHFUHDVH� LQ�(8�LQGXVWULDO�SURGXFWLRQ240. Colder weather conditions, on the other hand, 
SDUWLFXODUO\�LQ�WKH�¿UVW�TXDUWHU�RI�WKH�\HDU��VXVWDLQHG�KRXVHKROG�FRQVXPSWLRQ��7KH�LPSDFW�RI�HDFK�RI�
these factors on demand varies between MSs241. 

394 (8�JDV�ZKROHVDOH�SULFHV�UHPDLQ�RYHU�WZLFH�DV�KLJK�WKDQ�86�SULFHV��ZKLOH�$VLDQ�DQG�/DWLQ�$PHULFDQ�
/1*�PDUNHWV�VWLOO�VXVWDLQ�SULFH�OHYHOV�ZKLFK�FRQVLGHUDEO\�H[FHHG�WKRVH�RI�WKH�(8��,Q�WKH�86��VKDOH�
gas production and greater wholesale market competition continued to place downward pressure on 
domestic prices242��+LJKHU�(8�HQHUJ\�SULFHV�UHODWLYH�WR�WKH�86�DQG�RWKHU�ZRUOG�UHJLRQV�DIIHFW�LQGXV-
WULDO�FRPSHWLWLYHQHVV�DQG�DUH�UHGXFLQJ�WKH�(8¶V�VKDUH�RI�HQHUJ\�LQWHQVLYH�JRRGV�LQ�JOREDO�H[SRUWV243. 

235� *DV�FRQVXPSWLRQ�IRU�HOHFWULFLW\�JHQHUDWLRQ�GHFOLQHG�E\�����LQ�6SDLQ������LQ�)UDQFH������LQ�,WDO\��DQG����LQ�WKH�8QLWHG�.LQJGRP�
compared to 2012. Sources: Enagas, GRTgaz, Snam and National Grid.

236� &KHDS� VKDOH� JDV� DYDLODELOLW\� LQ� WKH�86� KDV� OHG� WR� FRDO� H[SRUWV� IURP� WKLV� FRXQWU\��$GGLWLRQDOO\�� WKH� HFRQRPLF� FRQWUDFWLRQ� LQ�
developing economies (highly dependent on coal) has led to an increase in global coal market liquidity resulting in lower coal 
prices. See Figure 39.

237 See underlying info on the ETS schemes and price evolution here: http://ec.europa.eu/clima/policies/ets/index_en.htm.
238� 7KH�VSDUN�VSUHDG�LV�WKH�JURVV�PDUJLQ�RI�D�JDV�¿UHG�SRZHU�SODQW�IURP�VHOOLQJ�D�XQLW�RI�HOHFWULFLW\��KDYLQJ�ERXJKW�WKH�IXHO�UHTXLUHG�

WR�SURGXFH�WKLV�XQLW�RI�HOHFWULFLW\��7KH�GDUN�VSUHDG�LV�WKH�VLPLODU�JURVV�PDUJLQ�RI�D�FRDO�¿UHG�SRZHU�SODQW�
239� 6XSSRUW�VFKHPHV�GLIIHU�DFURVV�(8�06V��,Q�FHUWDLQ�PDUNHWV��5(6�PD\�EH�FRPSHWLWLYH�ZLWKRXW�WKHP��6HH��$QQH[���
240 See: KWWS���HSS�HXURVWDW�HF�HXURSD�HX�FDFKH�,7<B38%/,&������������$3�(1������������$3�(1�3').
241 See, for example: Eurogas Statistical Report 2013: http://www.eurogas.org/uploads/media/Eurogas_Statistical_Report_2013.pdf.
242 See, for example: http://www.oxfordenergy.org/wpcms/wp-content/uploads/2011/12/NG_58.pdf.
243� $FFRUGLQJ�WR�WKH�,($��(8���HQHUJ\�LQWHQVLYH�JRRGV�H[SRUWV�FRXOG�GHFOLQH�E\�RQH�WKLUG�IURP�WKH�FXUUHQW�VKDUH�XQWLO�������6HH��

http://www.worldenergyoutlook.org/publications/weo-2013/.
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)LJXUH������ ,QWHUQDWLRQDO�ZKROHVDOH�SULFH�HYROXWLRQ�±�����±������HXURV�0:K��

 

Source: Platts, Thomson Reuters, ICIS Heren (2014) and ACER calculations

395 &RPSDUHG�WR�������JUHDWHU�ZKROHVDOH�JDV�SULFH�FRQYHUJHQFH�ZDV�REVHUYHG�DFURVV�(8�06V�LQ�������
although considerable price differences still persist between certain markets. The convergence was 
DVVLVWHG�E\�WKH�FRQWLQXHG�DOLJQPHQW�RI�(8�KXEV¶�SULFHV��DQG�E\�WKH�FRQYHUJHQFH�RI�KXE�SULFHV�DQG�
the prices of long-term contracts (LTC) indexed to other commodities. On average, approximately 
half244�RI�(8�JDV�VXSSOLHV�DUH�VWLOO�OLQNHG�WR�ORQJ�WHUP�RLO�LQGH[HG�FRQWUDFWV��DOWKRXJK�WKH�WHQGHQF\�LV�
increasingly for these contracts to be renegotiated or indexed to hub prices. This topic will be covered 
in more detail in Section 4.3.2. 

396 Oil prices in 2013 generally remained the same as in 2012. Although the correlation245 between the 
price variations of oil and gas is growing weaker as gas-on-gas competition rises, oil prices still seem 
to have been one of the main determinants of overall wholesale gas prices in Europe in 2013. This 
ZDV�D�UHVXOW�RI�WKH�FRQWLQXHG�GLUHFW�RLO�LQGH[DWLRQ�RI�JDV�SULFHV�LQ�D�VLJQL¿FDQW�SURSRUWLRQ�RI�(XURSHDQ�
supply contracts, and the impact those contracts would have as references for hub price formation. 
(Figure 69) The data points to a divergence in correlation between gas and oil prices from the begin-
QLQJ�RI�������ZLWK�JDV�SULFHV�VKRZLQJ�D�VLJQL¿FDQW�UHGXFWLRQ�LQ�FRQWUDVW�WR�RLO�SULFHV��ZKLFK�UHPDLQHG�
UHODWLYHO\�VWDEOH��'RZQZDUG�SULFH�SUHVVXUH�VSHFL¿F�WR�JDV�PD\�KDYH�EHHQ�D�UHVXOW�RI�UHODWLYHO\�PLOG�
ZHDWKHU�FRQGLWLRQV�DQG�KLJK�(8�JDV�VWRUDJH�VWRFNV��FRQWULEXWLQJ�WR�UHODWLYHO\�EHQLJQ�VXSSO\�FRQGL-
tions. 

244 This overall value varies by region, with North-West Europe having the largest shares of indexation to hub prices and SEE 
DQG�0HGLWHUUDQHDQ�06V�WKH�ORZHVW��6HH�,QWHUQDWLRQDO�*DV�8QLRQ�*DV�:KROHVDOH�SULFHV�6XUYH\������IRU�UHJLRQDO�YDOXHV�VSOLW��
KWWS���ZZZ�LJX�RUJ�VLWHV�GHIDXOW�¿OHV�QRGH�SDJH�¿HOGB¿OH�,*8���:KROHVDOH���*DV���3ULFH���6XUYH\���5HSRUW�������
2014%20Edition.pdf. 

245 It should be pointed out that correlation does not mean causation.
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)LJXUH������ 2LO�DQG�JDV�KXEV�SULFH�HYROXWLRQ�LQ�(XURSH�±�����±������LQGH[�

 

Sources: Platts (2014) and ACER calculations

Note: A six-month forward lag is used for gas in the comparison with oil prices. The gas price index variation is calculated with refer-
ence to average hub gas prices on 1 July 2011 (on the upper X axis). The oil price variation is calculated with reference to the oil price 
RQ���-DQXDU\�������RQ�WKH�ORZHU�;�D[LV���7KLV�LV�EHFDXVH�KXE�SULFHV�DUH�SUHGRPLQDQWO\�LQÀXHQFHG�E\�RLO�LQGH[HG�FRQWUDFWV��WKH�SULFHV�
of which track oil with a lag of six to nine months.

397 $V�KDSSHQHG�LQ�������LQ������(8�LQGLJHQRXV�JDV�SURGXFWLRQ�FRQWLQXHG�WR�GHFOLQH246�ZKLOH�(8�JDV�
imports continued to increase. This trend continues to heighten the debate on shale gas extraction 
in Europe. At the moment, the views on the pros and cons of shale gas extraction differ among MSs. 
The European Commission published a Recommendation247 aiming to clarify the conditions under 
which fracking can take place, while imposing no ban on them. In addition to shale gas, it is possible 
that biogas and power-to-gas technologies could also offer areas of growth for European gas supply 
in the future, although the scalability of these technologies is still unclear. 

398 7KH�VKDUH�RI�5XVVLDQ�H[SRUWV�WR�WKH�(8�VKRZHG�D�VLJQL¿FDQW� LQFUHDVH�FRPSDUHG�WR�����248. This 
recovery is partly explained249�E\�*D]SURP�UHQHJRWLDWLQJ�¿QDO�RIIHUHG�FRQWUDFW�SULFHV�ZLWK�WKH�DLP�RI�
better utilising spare production capacity. This may have been in response to its loss of market share 
WR�PRUH�ÀH[LEOH�FRPSHWLWRUV�±�L�H��1RUZD\�±�LQ�SUHYLRXV�\HDUV��RU�LQ�DQWLFLSDWLRQ�RI�WKH�SULFH�UHGXFWLRQ�
effects from increased competition due to the further development of organised markets and new 
LQWHUFRQQHFWLRQ�LQIUDVWUXFWXUH�DYDLODELOLW\��7KH�QHHG�WR�UHSOHQLVK�(8�JDV�VWRUDJH�VWRFNV�DIWHU�WKH�ORZ�
stock levels reached at the end of March 2013 is also likely to have impacted demand for Russian 
JDV��$QRWKHU�QRWLFHDEOH�FKDQJH�FRPSDUHG�WR������ZDV�WKH�GHFOLQH��E\�RQH�WKLUG��LQ�(8�/1*�LPSRUWV��
probably caused by higher Asian and Latin American prices. These analyses will be expanded in 
Section 4.4.1.

246� ,QGLJHQRXV�SURGXFWLRQ�GHFOLQHG�E\�������VRXUFH�&HGLJD]�������(8�QHW�JDV�LPSRUWV�LQ������ZHUH�ZRUWK�DSSUR[������ELOOLRQ�HXURV�
247 See: http://ec.europa.eu/environment/integration/energy/unconventional_en.htm.
248 Aggregated Russian exports to Europe increased in 2013 by 15%, to roughly 155 bcm. Source: IEA. See Figure 80.
249� 7KHVH�DQG�RWKHU�PDUNHW�WUHQGV�H[SODLQHG�UHIHUUHG�WR�WKURXJKRXW�WKH�GRFXPHQW�FRQ¿UP�WKH�$JHQF\�DQG�&((5�YLHZ�RQ�WKH�EDVLV�

of specialised media reports, different forum presentations and expert views. Additional reasoning on price downward pressure 
is presented in Section 4.3.2. Flow increase interpretations are continued in Section 4.4.1.
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4.3 Markets’ integration

4.3.1 Level of integration: liquidity evolution

399 /LTXLGLW\�KDV�D�VWURQJ�EHDULQJ�RQ�WKH�OHYHO�RI�FRPSHWLWLRQ�DQG�WKH�HI¿FLHQF\�RI�SULFH�IRUPDWLRQ�LQ�JDV�
wholesale markets. The number and diversity of gas wholesale market participants, and the volume 
of wholesale gas trades at gas trading hubs are important liquidity indicators. Competitive hubs at-
tract contending market participants and provide more options to source and hedge supplies. This 
SODFHV�GRZQZDUG�SUHVVXUH�RQ�JDV�SULFHV��ZKLFK�VKRXOG�WUDQVODWH�LQWR�EHQH¿WV�IRU�UHWDLO�PDUNHWV�

400 A series of factors are detrimental to liquidity and competition. These factors250 include: the absence 
RI�KXEV��KLJK�PDUNHW�FRQFHQWUDWLRQ��LQVXI¿FLHQW�LQWHUFRQQHFWLRQ�FDSDFLW\��FDSDFLW\�KRDUGLQJ��WKH�SUHV-
ence of vertically integrated incumbents and oligopolistic market structures which limit the trading 
RI�JDV��)XUWKHUPRUH��WKH�GLI¿FXOW\�LQ�REWDLQLQJ�WUDGLQJ�OLFHQVHV�DQG�KLJK�HQWU\�FRVWV�PD\�SDUWLFXODUO\�
hinder the entry of small players, who are less able to achieve economies of scale. 

401 )LJXUH����VKRZV�WKH�OHYHO�RI�GLYHUVLW\�RI�VXSSO\�E\�FRXQWU\�RI�RULJLQ�DFURVV�WKH�(8��7KH�¿JXUH�VKRZV�
that ten MSs rely on a single country of origin for more than 75% of their supply, meaning that a single 
source251�LV�DEOH�WR�H[HUW�FRQVLGHUDEOH�LQÀXHQFH�RQ�ZKROHVDOH�SULFHV�LQ�WKHVH�PDUNHWV��7KHVH�06V�
often lack adequate interconnection capacity, do not have competitive hubs and have no access to 
LNG supply. Consequently, these MSs tend to face higher gas prices252 than MSs with enhanced 
interconnections, LNG253� WHUPLQDOV� DQG� OLTXLG� KXEV�� IXUWKHU� GHPRQVWUDWLQJ� WKH� QHHG� IRU�PRUH�(8�
market integration. 

250 Factors are presented here as a theoretical list based on factual impacts observed in individual markets.
251 Arguably, several suppliers could be sourcing from the same country of origin and competing among themselves. Also, the 

VLWXDWLRQ�PD\�EH�TXLWH�GLIIHUHQW�GHSHQGLQJ�RQ�ZKHWKHU�WKH�VLQJOH�VRXUFH�LV�WKH�KRPH�FRXQWU\��DQ�(8�06�RU�(QHUJ\�&RPPXQLW\�
Contracting Party, or a third country.

252� 6HH� DOVR� )LJXUH� ��� VKRZLQJ�(8����ZKROHVDOH� SULFHV� LQ� FRUUHODWLRQ� WR�06V�PDUNHW� FRQFHQWUDWLRQ� OHYHOV�� )RU�'HQPDUN� DQG�
Romania, the high single source dependency relies on the fact that a relevant share of total country consumption is met by 
indigenous production. Ireland, despite its high dependency on a single source, has similar prices to NWE MSs due to the 
competitiveness of the country’s declared gas import contract prices.

253� 6RPH�/1*�VRXUFHV�PD\�RQO\�DUULYH�LQ�VPDOO�TXDQWLWLHV�DQG�RU�DW�VLJQL¿FDQW�SULFH�SUHPLXPV��EXW�µFRXQW¶�DV�D�VHSDUDWH�VXSSO\�
source.
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)LJXUH������ (VWLPDWHG�GLYHUVLW\�RI�JDV�VXSSO\�LQ�(8����SHU�06V�DQG�E\�RULJLQ�RI�VXSSO\�FRXQWU\�±���������

 

Source: Eurostat Comext, BP Statistical Report, Eurogas, MSs’ National Reports (2014) and ACER calculations

Note: Supply origins indicate the upstream gas producer state or, in those origins marked with an asterisk, a MS featuring an organ-
ised market where gas has been purchased. The number at the top of the column relates to the total number of other different MSs 
declared as gas import origins in Eurostat Comext; again, either a gas-producing MS or MS with a gas market where gas has been 
purchased. The Netherlands split refers to the gas origins of overall traded volumes in the country, but the country constitutes itself as 
a net exporter even by solely considering its relevant indigenous production. 

402 )LJXUH����FRPSDUHV�WUDGHG�JDV�YROXPHV�DW�WKH�PDLQ�1:(�(8�KXEV��,W�GHPRQVWUDWHV�WKDW�DJJUHJDWHG�
hub liquidity levels changed little in 2013: the continuing tendency to move away from oil-indexations 
in long-term contracts and to hedge short-term exposure on the hub has brought increased liquidity 
to some hubs, as did the establishment of hub-price components in certain MSs’ regulated prices254. 
However, progressive reductions have been observed in the gap between hub prices and the price of 
ORQJ�WHUP�FRQWUDFWV��ZKLFK�PD\�EH�UHGXFLQJ�WKH�SUR¿WDELOLW\�RI�SXUH�KXE�VRXUFLQJ�DFWLYLW\�LQ�FRPSDUL-
son to previous years255. In addition, the continued effect of slow economic growth, and particularly 
WKH�ODFN�RI�FUHGLW��KDV�IRUFHG�VRPH�¿QDQFLDO�HQWLWLHV�DQG�FRPSDQLHV�WR�UHGXFH�WKHLU�¿QDQFLDO�H[SRVXUH�
to gas markets. This could have reduced traded volumes at some hubs, particularly of longer-term 
products256. 

254 Belgium, France, Hungary and Italy (only for vulnerable customers) have introduced such regulatory provisions.
255� ,Q�DGGLWLRQ��LQ�FHUWDLQ�ORQJ�WHUP�UHQHJRWLDWHG�FRQWUDFWV��FODXVHV�PD\�KDYH�EHHQ�LPSRVHG�WKDW�UHGXFH�DUELWUDJH�ÀH[LELOLWLHV�DJDLQVW�

the hub.
256� 7KLV�LV�SDUWLFXODUO\�YDOLG�IRU�WKH�1%3��'LI¿FXOWLHV�LQ�REWDLQLQJ�SURGXFWV�ORQJHU�WKDQ�WKH�\HDU�DKHDG�SURGXFW��ORQJHVW�FXUYH��PDGH�WKH�

KXEV�OHVV�OLTXLG��2Q�(8�KXEV��PDMRU�YROXPHV�DUH�W\SLFDOO\�QHJRWLDWHG�RQ�LQWUD�PRQWK�DQG�PRQWK�DKHDG�SURGXFWV��6HH�:DJQHU��
Elbling & Company forthcoming study on gas market functioning for an appraisal of the split of liquidity and products duration: 
http://www.acer.europa.eu/Media/Events/3rd-Gas-Target-Model-Stakeholders-Workshop/Documents/04.%20Wagner%20
WEC%20-%20Functioning%20of%20Gas%20Markets%20-%20Albrecht%20WAGNER%20140515.pdf. 
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)LJXUH������ 7UDGHG�YROXPHV�DW�PDLQ�(8�KXEV�±�����±������7:K�0RQWK�

 

Source: ICIS Heren, Trayport (2014)

Note: Over-the-counter trade (OTC) refers to the volumes traded among parties without the supervision, credit risk management and 
clearing function of an exchange operator. Exchange execution refers to those volumes supervised and cleared by an organised 
market operator. 

403 7RWDO�WUDGHG�YROXPHV�DW�WKH�PDLQ�1:(�(8�KXEV257�UDQJHG�EHWZHHQ�IRXU�DQG�¿YH�WLPHV�WKH�RYHUDOO�
(8����SK\VLFDO�JDV�FRQVXPSWLRQ��27&� WUDGH�±�ELODWHUDO�SOXV�EURNHU�FOHDUHG�±� UHPDLQHG� WKH�SUH-
dominant258 type of trading, especially on the Continent, where it accounted for more than 90%259 
of traded volumes. NBP and TTF continue to have the highest traded gas volumes, and generally 
remain the most liquid and competitive260 European hubs. Although the traded volumes at both these 
hubs declined at the end of 2013 (in part a seasonal effect), the high liquidity of these two hubs261�±�
SDUWLFXODUO\�IRU�ORQJHU�WHUP�SURGXFWV�±�PHDQV�WKDW�WKHLU�SULFHV�DFW�DV�D�UHIHUHQFH�IRU�RWKHU�KXEV�LQ�WKH�
(8�DQG�RWKHU�JDV�FRQWUDFWV��

257� +XEV�FRQVLGHUHG��1%3��8.���77)��1/���*$6322/�DQG�1&*��'(���=HHEUXJJH��%(���3(*�1RUG��)5���&(*+��$7���369��,7��
258 Among other factors, OTC volumes’ predominance over exchange cleared (organised markets) can be explained by the trust-based 

DQG�UHODWLYHO\�FLUFXPVFULEHG�WUDGHU�FRPPXQLW\��E\�ODUJHU�¿UPV¶�SUHVHQFH��DV�DUJXDEO\�PRUH�FDSDEOH�RI�EDFNLQJ�WKHLU�FUHGLW�SRVLWLRQV��
and by the option of customising products vs. exchange market standardisation. Arguably another factor in OTC predominance 
relies on the opportunity to price discriminate across buyers. Moreover, the clearing fees and guarantees imposed by organised 
markets with a central counter-party may constitute added costs. Howeber, data indicate that to some extent OTC trades are 
being progressively replaced by exchange clearing to better address counterparty risks, particularly for longer-term products. 
Organised markets prices in those liquid and low concentrated hubs, although representing smaller traded volumes than OTC, can 
be considered transparent and accessible price signals to be used as a market reference that usually matches OTC prices.

259 This percentage represents OTC aggregated traded volumes for all products. OTC and exchange executed traded volumes 
ratios may slightly differ per type of contract product, showing day-ahead exchange executed products have the relative higher 
VKDUHV��,Q�8.�1%3��H[FKDQJH�H[HFXWHG�WUDGHV�FRPSULVH�PRUH�WKDQ�����RI�RYHUDOO�WUDGHG�YROXPHV�

260 With the highest churn ratios (more than 10), the highest number of participants (more than 100) and the highest available 
QXPEHU�RI�RIIHUV�DW�DQ\�JLYHQ�SHULRG��77)�LV�EHFRPLQJ�DQ�HTXDOO\�LQÀXHQWLDO�KXE�DV�1%3��%RWK�KXEV¶�OLTXLGLW\�OHYHOV�DUH�QRZ�
comparable, given the increase in TTF liquidity registered in 2013 and the aggregate decline in NBP traded volumes. See also 
Section 4.4.1.

261 Liquidity values on the curve on these two hubs are promoted by the ‘circle of virtuosity’ factor; liquidity attracts liquidity as 
VRXUFLQJ�DQG�KHGJLQJ�WUDGHV�IURP�DGMDFHQW�DUHDV��$�UHOHYDQW�HIIHFW�IRU�OLTXLGLW\�LV�WKDW�WKHVH�WZR�KXEV�VKRZ�WKH�(8�QDUURZHVW�
average bid-ask spreads in gas traded products. They are also favoured by the indigenous production factor in both MSs.
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404 Across a number of markets, including Germany, Belgium, France, Austria and Italy, a trend has 
developed in favour of shorter-term gas contracting262, additional to the balancing portfolio opera-
tions. This is likely to increase the number of gas trades and the liquidity of these markets’ hubs, 
as participants seek to derive economic value from short-term price arbitrage. The higher reliance 
on hubs for gas contracting is progressively impacting capacity contract trends in those markets. 
Shorter-term capacity contracts are increasing263��DV�WKH\�RIIHU�D�PRUH�ÀH[LEOH�ZD\�RI�PDWFKLQJ�FRP-
modity demand. 

405 Facilitated by NRAs264, the development of settled gas exchanges and newly implemented VTP con-
¿JXUDWLRQV�KDV�DOVR�LQFUHDVHG�KXE�WUDGLQJ�LQ�VHYHUDO�&HQWUDO�(DVW�(XURSHDQ�FRXQWULHV��VXFK�DV�WKH�
Czech Republic, Hungary, Poland and Slovakia. Shippers in these countries are also relying more on 
adjacent organised markets, in Germany and Austria in particular, which is also improving competi-
tion265. Despite this, both in terms of number of supply sources and volume of trades, only a minority 
of MSs (mainly in North-West Europe) have wholesale gas markets with a high degree of liquidity. 
Furthermore, direct bilateral contracts with upstream producers remain the most common supply 
PHFKDQLVP�DFURVV�PRVW�06V�LQ�WKH�(8��

4.3.2 Level of integration: price convergence266 

406 3ULFH�FRQYHUJHQFH�EHWZHHQ�(8�JDV�ZKROHVDOH�PDUNHWV�LV�DQ�LPSRUWDQW�LQGLFDWRU�RI�WKH�OHYHO�RI�PDU-
ket integration: in fully integrated markets, higher prices in one area should attract gas supplies from 
lower priced areas, thus reducing price differentials. 

407 ,Q�DJJUHJDWH��LQFUHDVHG�JDV�ZKROHVDOH�SULFH�FRQYHUJHQFH�ZDV�REVHUYHG�DFURVV�WKH�(8�LQ�������VHH�
Figure 72). One of the main reasons for this was that the trend towards the renegotiation of long-term 
FRQWUDFW�FRQGLWLRQV��LQLWLDWHG�LQ�SUHYLRXV�\HDUV��ZDV�DPSOL¿HG�LQ�������'XULQJ�VXFK�UHQHJRWLDWLRQV��
hub prices have been increasingly used as a reference, and traditional price indexations to oil and 
RWKHU�FRPPRGLWLHV�KDYH�EHHQ�UHGXFHG��:KHUH�PRGL¿FDWLRQV�WR�WKH�LQGH[DWLRQV�ZHUH�QRW�PDGH��LQ�
some cases, direct discounts were granted by upstream producers267. This arbitration tendency has 
FRQWULEXWHG�WR�JUHDWHU�ZKROHVDOH�SULFH�FRQYHUJHQFH�DPRQJ�(8�06V��SUHGRPLQDQWO\�SODFLQJ�GRZQ-
ward pressure on prices. 

262 See, for example, NCG registry of traded volumes and products:   
http://datenservice.net-connect-germany.de/BoerslicherGashandel.aspx?MandantId=Mandant_Ncg&rdeLocaleAttr=en.

263 See data analysis in Section 4.4.1.
264 See, for example: KWWS���ZZZ�UHXWHUV�FRP�DUWLFOH������������SRODQG�JDV�LG86/�1�--�%5��������.
265 See, for example, data supporting this statement on the ICIS Heren European Gas Hubs Report 2013.
266 The trends in overall pricing and contractual conditions mentioned in this Section conform the view of the Agency and CEER on 

the basis of specialised media reports, different forum presentations and experts views.
267 See: KEMA study for the European Commission on LT-ST contracts in gas: http://ec.europa.eu/energy/gas_electricity/studies/

GRF�JDV�OW�VWB¿QDOBUHSRUWB��������¿QDO�SGI.
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408 The increase of this arbitration tendency in 2013 derives in large part from the fact that Gazprom268, 
and in Southern Europe Sonatrach269, increasingly adopted this approach as a competitive response 
to earlier movements by Norwegian and Dutch producers, but also with a view to utilising their vacant 
production capacities in a context of lower demand. The downward pressure on Russian gas prices 
has also come from increases in competition in some Central-East markets, the further development 
RI�RUJDQLVHG�PDUNHWV�ZLWKLQ�WKH�(8��DQG�WKH�GHOLYHU\�DQG�SODQQHG�H[SDQVLRQ�RI�QHZ�LQWHUFRQQHFWLRQ�
infrastructure270. 

409 +RZHYHU��GHVSLWH�LQFUHDVHG�FRQWUDFW�UHQHJRWLDWLRQV�DQG�JUHDWHU�1:(�SULFH�FRQYHUJHQFH��VLJQL¿FDQW�
SULFH� YDULDWLRQV� UHPDLQ� DFURVV� WKH�(8� DV� D�ZKROH�� UHÀHFWLQJ� WKH� GLIIHUHQW� GHJUHHV� RI� EDUJDLQLQJ�
power in different markets. The extent to which this is the case is mainly related to overall liquidity 
and competition levels along the whole gas value chain. 

410 There is some evidence that Central-East and Southern European MSs tend to sustain a premium 
over more liquid, less concentrated and better interconnected Western countries. Oil-indexed and 
semi oil-indexed long-term contract prices also remain more common in Central-East and Southern 
Europe, and in 2013 the price of these contracts continued to be higher than hub spot prices, even 
though the gap has narrowed compared to previous years271. LNG import prices tend to be price 
FRPSHWLWLYH�RQ�DYHUDJH��SURYLGLQJ�EHQH¿WV�WR�WKRVH�PDUNHWV�ZLWK�DFFHVV�WR�/1*��DOWKRXJK�LQ�VRPH�
cases the price of LNG in Asian and Latin American markets led to that same gas subsequently being 
UH�H[SRUWHG�IURP�WKH�(8��

411 $V�KXE�VSRW�SULFHV�DUH�PRUH�H[SRVHG�WR�(8�JDV�VXSSO\�DQG�GHPDQG�IXQGDPHQWDOV��WKHLU�YRODWLOLW\272 
is also higher. This can be observed in Figure 72, where the peak hub prices for March correspond 
to the spike in demand during the unexpectedly cold temperatures in northern Europe that month273. 
In such cases, hub prices may surpass the prices of gas contracts indexed to other commodities. For 
this reason, to spread their pricing risks, major shippers or large industrial consumers may retain, at 
reduced volumes, a portfolio of LT contracts indexed to other commodities.

268 Specialised reports (ICIS Heren, Platts) indicate that price reductions of more than 15% have been granted to Poland and 
Bulgaria. Gazprom seems to have a strategy of treating markets separately and thus establishing some price discrimination 
EHWZHHQ�06V��DUJXDEO\�LQÀXHQFHG�E\�SROLWLFDO�FRQVLGHUDWLRQV�

269 According to specialised reports, Sonatrach is still keen to maintain oil indexations in its existing LT contracts, but it is recently 
VKRZLQJ�PRUH�ÀH[LELOLW\�RQ�WDNH�RU�SD\�YROXPHV�REOLJDWLRQV��$OVR��VRPH�KXE�LQGH[DWLRQ�LV�EHLQJ�RIIHUHG�LQ�/1*�GHOLYHULHV��6HH�
a detailed analysis on the subject in: http://www.oxfordenergy.org/wpcms/wp-content/uploads/2011/03/NG48.pdf.

270� 7KH�HIIRUWV� WR�SURPRWH�GLYHUVL¿FDWLRQ�RI�VXSSOLHV�DQG� WKH�SRWHQWLDO� WKUHDG�RI�FRPSHWLWLRQ� IURP�/1*�DQG�XQFRQYHQWLRQDO�JDV�
SURGXFWLRQ�DUH�DOVR�SOD\LQJ�D�UROH��/RZHU�DJJUHJDWHG�(8�JDV�GHPDQG�LV�DOVR�D�UHOHYDQW�IDFWRU��7KH�LQWHUQDWLRQDO�FRQWH[W�DOVR�
DGGV�GRZQZDUG�SUHVVXUH�RQ�JOREDO�SULFHV��VXFK�DV�WKH�SRVVLELOLW\�RI�IRUWKFRPLQJ�86�RU�$XVWUDOLDQ�/1*�H[SRUWV��WKH�VORZ�GRZQ�
in China’s economy or the indication that Japan may restart nuclear power stations.

271 See Figure 72 and Figure 73. In some MSs, the trend is now to correlate regulated prices to hub prices. By this procedure, the 
historical indexations of the regulated tariff to main LT contracts are progressively substituted by hubs’ price references. In Italy, 
for example, AEEG ruled that Italian gas prices had to be linked to Dutch hub TTF from October 2013.

272� $UJXDEO\�YRODWLOLW\�LV�PRUH�UHÀHFWHG�LQ�WRWDO�KXE�FRQWUDFWHG�YROXPHV�
273� $V�DQRWKHU�H[DPSOH�RI�WKLV�YRODWLOLW\��LQ�-XQH��8.�1%3�SULFHV�ZHUH�UHGXFHG�GXH�WR�D�FRPELQDWLRQ�RI�IDFWRUV��ORZ�GHPDQG��KLJK�

LPSRUWV�IURP�1RUZD\�±�DV�1RUZHJLDQ�ÀRZV�ZHUH�GLYHUWHG�WR�WKH�8.�GXH�WR�PDLQWHQDQFH�RQ�WKH�LQWHUFRQQHFWRU�ÀRZLQJ�1RUZHJLDQ�
JDV�WR�*HUPDQ\�±�DQG�FRLQFLGHQFH�LQ�WLPH�ZLWK�WKH�DQQXDO�PDLQWHQDQFH�ZRUNV�RI�WKH�,QWHUFRQQHFWRU��D�IDFW�ZKLFK�LPSHGHG�JDV�
ÀRZV�IURP�WKH�8.�WR�&RQWLQHQWDO�(XURSH�
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)LJXUH������ *DV� SULFHV�� FRPSDULVRQ� EHWZHHQ�PDLQ�(8�KXEV� DQG� FURVV�ERUGHU� LPSRUW� SULFHV� ±� �����
(euros/MWh) 

 

Source: Platts, Eurostat Comext, BAFA (2014) 

Note: BAFA provides an estimate of overall German cross-border gas imports prices. BAFA convergence to hubs’ prices illustrates 
a reduction in lasting bilateral LT oil-indexed prices and the progressive indexation of German import contracts to hub price indexes.

412 $V�LQGLFDWHG�DERYH��WKH�SULFH�FRUUHODWLRQ�DPRQJ�PDMRU�1:(�KXEV�LV�TXLWH�VLJQL¿FDQW��KRZHYHU��WKLV�
may not necessarily mean that wholesale markets are wholly integrated. Price spreads may still arise 
as a result of differences in liquidity degrees, concentration levels, transmission tariff values, capacity 
constraints, congestion levels and individual MSs demand-supply fundamentals and existing con-
WUDFW�SRUWIROLRV��8QGHU�SDUWLFXODU�FLUFXPVWDQFHV��WKH�FRPELQDWLRQ�RI�WKHVH�IDFWRUV�PD\�KDYH�UHVXOWHG�
in weaker correlations during some 2013 periods; for example, PSV still maintains a certain premium 
over NWE hubs, although it is lower than in previous years. Except for winter months with peak spot 
SULFHV��RQH�\HDU�IRUZDUG�SURGXFW�SULFHV�ZHUH�PRVWO\�VOLJKWO\�DERYH�VSRW�RQHV��SHUKDSV�UHÀHFWLQJ�WKH�
expectation274 of price increases for the coming months. 

274� 7KLV�LV�DOVR�DUJXDEO\�GXH�WR�¿QDQFLDO�DQG�FUHGLW�PDQDJHPHQW�SDUDPHWHUV�
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4.3.3 Benefits of market integration

413 $V�LQGLFDWHG�DERYH��GHVSLWH�LQFUHDVLQJ�FRQYHUJHQFH�LQ�������VLJQL¿FDQW�ZKROHVDOH�SULFH275 variation 
VWLOO�H[LVWV�DFURVV�(XURSH��UHÀHFWLQJ�YDU\LQJ�PDUNHW�IXQGDPHQWDOV�DQG�YDU\LQJ�GHJUHHV�RI�FRPSHWLWLRQ�
along the gas value chain. 

414 The data presented in Figure 73276 below shows a positive relationship between market concentra-
tion277 and prices: in general, less concentrated markets tend to have lower prices. The relationship is 
not so strong as to demonstrate that market concentration is the only price determinant, but the data 
do not take into account structural differences (which may make supplying gas more expensive in 
one country than another), and methodological issues may under-represent the trend in some cases 
(see notes for Figure 73).

415 Nevertheless, considered together with the other data and analyses presented in this chapter, Fig-
XUH����VXJJHVWV�WKDW�LW�LV�SODXVLEOH�WKDW�PRUH�EHQH¿WV�LQ�WHUPV�RI�ORZHU�JDV�ZKROHVDOH�SULFHV�FDQ�EH�
GHULYHG�IURP�WKH�IXUWKHU�LQWHJUDWLRQ�RI�(8�ZKROHVDOH�PDUNHWV��$V�)LJXUH����DOVR�GHPRQVWUDWHV��ODUJHU�
PDUNHWV�PD\�RIIHU�VRPH�VSHFL¿F�VXSSOLHUV�WKH�RSSRUWXQLW\�WR�EHQH¿W�IURP�JUHDWHU�HFRQRPLHV�RI�VFDOH�
when exerting bargaining power on producers, thus leading to lower prices formation in certain larger 
06V��7KHUHIRUH��FORVHU�DOLJQPHQWV�RI�VPDOOHU�PDUNHWV�ZLWK�ODUJHU�PDUNHWV�PD\�DOVR�GHOLYHU�EHQH¿WV��
7KH�VXE�VHFWLRQV�ZKLFK�IROORZ�H[SORUH�WKH�PDWHULDOLW\�RI�VRPH�RI�WKHVH�EHQH¿WV�LQ�WHUPV�RI�ZHOIDUH�
losses/gains.

275 The prices used in the overall subsection constitute an estimate of the average price level for each MS based on available data 
and the application of ACER/CEER methodology. See Figure 73 Notes.

276 Figure 73 provides an interesting comparison with the diversity of supply sources data represented in Figure 70. Certain MSs 
PD\�QRW�IXOO\�DFFRPSOLVK�WKH�JHQHUDO�VLJQDOOHG�FRUUHODWLRQ��JLYHQ�WKHLU�VSHFL¿F�PDUNHW�IXQGDPHQWDOV��L�H��$XVWULD��,WDO\��3RODQG�RU�
Sweden).

277� +HU¿QGDKO±+LUVFKPDQ�,QGH[��++,��YDOXHV�DUH�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�PDUNHW�VKDUHV�RI�DOO�GLIIHUHQW�XSVWUHDP�FRPSDQLHV�
sourcing gas into the MS, not by the shares of the wholesalers/importers i.e players buying this gas.
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)LJXUH������ *DV�ZKROHVDOH�SULFHV� LQ�(8�06V�FRPSDUHG�ZLWK�PDUNHW� FRQFHQWUDWLRQ�DQG�JDV�GHPDQG�±�
2013 (euros/MWh)

 

Source: Eurostat, Comext, Platts, Frontier, and NRAs data (2014) and ACER calculations

Note: Circle sizes are proportionate to MSs gas demand. Those in orange denote MSs with more liquid organised markets. The prices 
used constitute an estimate of the average price level for each MS based on available data. Final prices may vary between suppliers 
DQG�RYHU�WLPH��GHSHQGLQJ�RQ�VSHFL¿F�FRQWUDFWV�DQG�LQGLYLGXDO�SURFXUHPHQW�VWUDWHJLHV��7KH�SUHVHQWHG�SULFHV�UHVXOW�IURP�WKH�DSSOLFDWLRQ�
of the ACER/CEER MMR 2013 methodology278: in cases of an MS with no hub or a hub with very reduced liquidity, wholesale prices 
are solely referenced from the Eurostat Comext Database on declared gas import prices at the border weighted by import-origin vol-
umes; in MSs with hubs but relatively illiquid forward products, a combination of long-term contracts prices (assessed from Eurostat 
&RPH[W�'DWDEDVH��SOXV�VKRUW�WHUP�KXE�SURGXFWV�SULFHV�ZDV�XVHG��LQ�06V�ZLWK�VXI¿FLHQWO\�OLTXLG�KXEV��WKH�DVVHVVPHQW�LV�EDVHG�H[FOX-
sively on hub price references and hedging strategies around the hub. Monthly prices were weighted by monthly demand to arrive at a 
XQLTXH�¿QDO�\HDUO\�DYHUDJH�SULFH��,W�LV�WR�EH�QRWHG�WKDW�WKH�PHWKRGRORJ\�XVHG�KDV�OLPLWDWLRQV�WKDW�PD\�UHVXOW�LQ�LQDFFXUDFLHV�IRU�FHUWDLQ�
MSs. Nevertheless, it is consistently applied for comparability reasons. For example, the hub prices in France and Italy are reasonably 
correlated with the prices of other main European hubs like TTF and NCG (see Figure 72) but the methodology used may not fully 
UHÀHFW�WKH�UHDOLWLHV�RU�VSHFL¿FLWLHV�RI�WKH�)UHQFK�DQG�,WDOLDQ�ZKROHVDOH�PDUNHWV��7KH�UHVXOWLQJ�KLJKHU�¿QDO�DYHUDJH�SULFHV�LQ�WKHVH�WZR�
MSs can be explained by the higher prices of declared gas imports at the French and Italian borders derived from the Eurostat Comext 
'DWDEDVH��)RU�LQVWDQFH��WKH�ZKROHVDOH�PDUNHW�SULFH�IRU�3(*�1RUG�RQ�WKH�)UHQFK�JDV�H[FKDQJH�ZDV�RQ�DYHUDJH�������HXURV�0:K�LQ�
2013, and the wholesale market price for PSV on the Italian gas exchange was on average 27.98 euros/MWh. The Romanian price 
used is the Eurostat Comext one on border imports; the indigenous production price is estimated to be 30% lower. In the absence of 
Eurostat Comext data, the Polish wholesale price corresponds to the regulated industrial consumers’ tariff – group E with the lowest 
tariff – net of transmission charges indicated by the NRA. The HHI values are calculated on the basis of market shares of different 
upstream companies sourcing gas into the MSs.

278 See the methodology details used for price estimates in the Annex 1.
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a) Estimates of gross welfare losses

416 7KLV�VHFWLRQ�DVVHVVHV�SURVSHFWLYH�JURVV�ZHOIDUH�ORVVHV�DFURVV�WKH�(8�±�ORVVHV�UHVXOWLQJ�IURP�WKH�
OLPLWHG�LQWHJUDWLRQ�RI�QDWLRQDO�JDV�PDUNHWV�±E\�FRQWUDVWLQJ�WKH�HVWLPDWHG�SULFH�GHYLDWLRQV�RI�(8�06V�
gas wholesale markets with the baseline reference price of the Netherlands279 (Dutch market price 
built on TTF). This provides an estimate of the potential savings that could be achieved if all whole-
VDOH�PDUNHWV�LQ�WKH�(8�KDG�DW�OHDVW�VLPLODU�OLTXLGLW\�DQG�FRPSHWLWLRQ�OHYHOV��DQG�KHQFH�FRPSDUDEOH�
prices as the TTF280. This initial exercise does not take into account demand-supply constraints or 
other factors such as transportation costs, necessary investment costs or importing capacity avail-
ability281, all factors that could affect the potential level of price convergence. 

417 2Q�DQ�(8�DJJUHJDWHG�EDVLV��WKH�WRWDO�SRWHQWLDO�DQQXDO�JDV�ZKROHVDOH�JURVV�ZHOIDUH�ORVVHV�GXH�WR�WKH�
FXUUHQW�ODFN�RI�PDUNHW�LQWHJUDWLRQ�DPRXQWHG�WR���ELOOLRQ�HXURV�LQ�������/RVVHV�KDYH�GHFUHDVHG�VLJQL¿-
cantly in comparison to 2012, when they totalled 11 billion euros. This decrease is mainly the result 
of the continued wholesale price convergence among MSs observed in 2013, the reasons for which 
were examined in Section 4.3.2: mainly due to LT contract price renegotiations, prompted by the en-
hanced competitive pressure facilitated by hub developments and increased interconnection capacity. 

418 On a country-by-country basis, the highest aggregated potential losses were observed in Italy and 
France282��DQ�HIIHFW�DFFHQWXDWHG�E\�WKH�VLJQL¿FDQW�JDV�GHPDQGV�LQ�WKHVH�WZR�06V��7KH�DSSUDLVHG�
wholesale market prices in these two MSs remain above the reference price of the Netherlands. This 
is likely to be driven by the fact that their supplies are, relative to the Netherlands, still more reliant on 
higher-priced existing long-term contracts283, and because their hubs continue to show lower forward 
product liquidity284. Overall, the gross welfare loss in Italy’s case amounts to approximately 2.8 billion 
euros and in France 1.2 billion euros. 

419 Figure 74 shows the relative wholesale gross welfare losses in each MS per individual household 
FRQVXPHU��)RU�FRPSDUDELOLW\�SXUSRVHV��FDOFXODWLRQV�IRU�DOO�06V�ZHUH�PDGH�XVLQJ�WKH�(8�DYHUDJH�
KRXVHKROG�FRQVXPSWLRQ�OHYHO��7KH�UHVXOWV�SRLQW�WRZDUGV�SRWHQWLDO�VLJQL¿FDQW�ZHOIDUH�ORVVHV�UHPDLQ-
ing in several MSs, although the precise values would be affected by individual consumers’ con-
sumption levels285. 

279� <HDUO\�JURVV�ZHOIDUH�ORVVHV�DUH�WKXV�FDOFXODWHG�DV�WKH�DJJUHJDWHG�VXP�RI�WKH�DVVHVVHG�SULFH�GLIIHUHQWLDOV�EHWZHHQ�(8�06V�DQG�
the Netherlands monthly prices, multiplied by the monthly demand of each MS.

280� 7KH�IRUPDWLRQ�RI�VLPLODU�¿QDO�SULFHV�WR�77)�LQ�DOO�(8�06V�LV�QRW�JXDUDQWHHG�LQ�WKH�SUHVHQFH�RI�FRPSDUDEOH�FRPSHWLWLRQ�DQG�OLTXLGLW\�
YDOXHV�DV�WKH�1HWKHUODQGV��'LIIHUHQW�06V¶�PDUNHW�IXQGDPHQWDOV�ZRXOG�SOD\�D�VSHFL¿F�UROH�LQ�WKH�VHWWLQJ�RI�¿QDO�JDV�SULFHV�

281 Some of these factors are analysed in the next section.
282 See the notes to Figure 73 explaining the limitations on estimates of wholesale prices in France and Italy.
283 Eurostat Comext data used in the price assessment refer to the gas import prices declared at the borders, based on information 

collected by customs agencies; they are deemed to be more representative of longer-term contracts.
284 Hub prices in both France and Italy (PEGs, PSV) are relatively convergent with TTF ones, but liquidity, particularly for longer 

curve products, is not so ample. According to specialised reports (ICIS Heren), during 2013 GDF and ENI obtained more hubs 
indexations and price discounts in their historical long-term contracts by increasing negotiations with upstream suppliers.

285� 7KH�(8�DYHUDJH�KRXVHKROG�FRQVXPSWLRQ� OHYHO� FRQVLGHUHG� LV��������N:K�\HDU��7KLV�DPRXQW�ZDV�FDOFXODWHG�XVLQJ�(8�06V�
DYHUDJH�IURP�&((5�1DWLRQDO�,QGLFDWRUV�GDWDEDVH��6LJQL¿FDQW�FRQVXPSWLRQ�OHYHO�GLIIHUHQFHV�PD\�H[LVW�DPRQJ�06V�KRXVHKROG�
consumers, a fact which would impact their precise welfare losses values.
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)LJXUH������ :KROHVDOH�OHYHO�RI�JURVV�ZHOIDUH�ORVVHV�SHU�(8�DYHUDJH�KRXVHKROG�FRQVXPHU�LQ�(8����±������
(euros/year)

 

Source: Eurostat Comext, Platts, NRAs, CEER Database Indicators data (2014) and ACER calculations

b) Net welfare gains estimations

420 Building on the gross welfare loss results, this section assesses potential net welfare gains across 
Europe by examining one of the several mechanisms that could serve to increase price convergence 
DPRQJ�(8�06V��WKH�RSWLPLVDWLRQ�RI�H[LVWLQJ�FDSDFLWLHV286. The scenario assumes that competitive 
¿UPV�ZRXOG�H[SDQG�WKHLU�VDOHV�WR�DGMDFHQW�PDUNHWV�E\�XVLQJ�XQXVHG�SK\VLFDO287 capacities on exist-
ing cross-border interconnections (assessed as the IPs total technical capacity minus the physical 
UHJLVWHUHG�ÀRZV�GXULQJ�WKH�\HDU���7KHVH�QHZ�HQWUDQWV�ZRXOG�XQGHUFXW�SUHYLRXV�ZKROHVDOH�SULFHV�LQ�
entry markets, thus generating welfare gains. 

421 This section also looks at the impact that new interconnection infrastructures could have on the 
reduction of supply constraints and the facilitation of new market entrants. However, given the com-
plexity of the issue, no numerical analyses are presented on this particular aspect288. 

286 The Agency and CEER are aware that this scenario builds on a theoretical situation similar to the market coupling and implicit 
capacity allocation schemes referred to in the Electricity chapter. However, the physics of gas systems, the lack of liquid 
organised markets, contractual capacity issues, lack of trading counterparts, contractual obligations, gas resale restrictions, 
VKLSSHUV¶�PDUNHW�VWUDWHJLHV�DQG�RWKHU�IDFWRUV�PD\�LQ�UHDOLW\�PDNH�RSWLPLVDWLRQ�RI�,3V�FDSDFLWLHV�PRUH�GLI¿FXOW��7KH�H[HUFLVH�DLPV�
to constitute a referential analysis which could be closer to reality in the future as IEM develops.

287� 8QXVHG�SK\VLFDO�FDSDFLW\�SURYLGHV�DQ�LQGLFDWRU�RI�WKH�PD[LPXP�QHZ�VXSSOLHV�ZKLFK�FRXOG�EH�DWWUDFWHG�WR�DQ�DGMDFHQW�PDUNHW��
8VLQJ�XQXVHG�SK\VLFDO�FDSDFLW\�YDOXHV�DVVXPHV� WKDW�DOO�XQZDQWHG�FRQWUDFWXDO�FDSDFLW\� LV�PDGH�DYDLODEOH�RQ� WKH�VHFRQGDU\�
market and that no contractual congestion remains.

288� 7KH�VFRSH�RI�LQWHJUDWLRQ�LQ�(8�JDV�ZKROHVDOH�PDUNHWV�FDQ�DOVR�EH�LPSURYHG�E\�VHYHUDO�RWKHU�LQVWUXPHQWV���UH�QHJRWLDWLRQ�RI�
XSVWUHDP�SULFHV�ZLWK�VXSSOLHUV��IDLUHU�DOORFDWLRQ�RI�H[LVWLQJ�FDSDFLWLHV��WKH�SRVVLELOLW\�RI�VZDSSLQJ�ÀRZV�EHWZHHQ�QHLJKERXULQJ�
countries, the deployment of an organised market fostering liquidity, the availability of alternative supply sources, and/or IPs 
tariffs aspects. Again, given the lack of data and the complexity of the issue, it has been not possible to include all these factors 
in assessments of other scenarios.
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422 7R�WKH�$JHQF\¶V�NQRZOHGJH��WKH�SULFH�FRQYHUJHQFH�HIIHFW�RI�QHZ�PDUNHW�HQWUDQWV�LQ�(8�JDV�PDUNHWV�
KDV�QRW�\HW�EHHQ�VWXGLHG��7KLV�UHQGHUV�IRUHFDVWV�XQFHUWDLQ��DQG�PHDQV�WKDW�WKH�EHQH¿WV�FDQ�RQO\�
be correctly gauged on a case-by-case basis through experience. Hence, the results of the analysis 
presented below are static and based on assumptions about the new competitor’s offered price level. 
,W�LV�DOVR�ZRUWK�HPSKDVLVLQJ�WKDW�WKH�VRFLDOO\�RSWLPDO�OHYHO�RI�LQYHVWPHQW��DVVHVVHG�LQ�D�FRVW�EHQH¿W�
analysis) is not necessarily the one that allows a 100% price convergence i.e. the costs of the new 
LQIUDVWUXFWXUH�FRXOG�RXWZHLJK�WKH�EHQH¿WV�RI�ORZHU�ZKROHVDOH�SULFHV�

423 The analysis is based on 2013 assessed wholesale price levels, recorded IPs capacity utilisation 
DQG�UHJLVWHUHG�JDV�ÀRZV��7KHVH�LQSXWV�UHVXOW�IURP�SUHVHQW�PDUNHW�IHDWXUHV�DQG�VWDNHKROGHUV¶�SRVL-
tions, but their interdependence could change in time, resulting in different values in the future. This 
DQDO\VLV�LV�QRW�LQWHQGHG�WR�IRUHFDVW�KRZ�WKH�UHDO�SK\VLFDO�ÀRZV�VKRXOG�RFFXU�RU�ZKLFK�LQIUDVWUXFWXUHV�
should be constructed; it is intended to analyse only the range of welfare gains that seem to be theo-
retically feasible. 

424 )LJXUH����SUHVHQWV�WKH������(8�06V�ZKROHVDOH�SULFH�OHYHOV�XVHG�LQ�WKH�DVVHVVPHQW��7KH�EOXH�DU-
URZV�LGHQWLI\� WKRVH�ERUGHU�FURVVLQJV�DQG�GLUHFWLRQV�ZKHUH�]RQDO�SULFH�VSUHDGV�ZHUH�±�RQ�D�VWDWLF�
\HDUO\�DYHUDJH�EDVLV�±�DERYH�WKH������WUDQVPLVVLRQ�FKDUJHV�DW�WKH�UHVSHFWLYH�,3V289. 

289� �����FURVV�ERUGHU�,3V�WUDQVPLVVLRQ�WDULIIV�DFURVV�WKH�(8�ZHUH�SUHVHQWHG�LQ�WKH�$JHQF\�&((5�005�������S������
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)LJXUH������ (8����$YHUDJH�DQQXDO�FURVV�ERUGHU�JDV�ZKROHVDOH�SULFH�VSUHDGV�±�����290 (euros/MWh) 

 

Source: Eurostat Comext, Platts, NRAs data (2014) and ACER calculations

Note: As indicated in the note accompanying Figure 73, the indicated prices result from the application of the ACER/CEER MMR2013 
methodology that, given its limitations, may result in inaccuracies for certain MSs.

425 )LJXUH����VKRZV�SK\VLFDO�FDSDFLW\�DYDLODELOLW\�YDOXHV�IRU�DOO�(8����FURVV�ERUGHU�,3V�LQ�������7KRVH�
cross-border IPs connecting market zones where the price spreads were above the transmission 
tariffs are indicated by a grey circle.

290 See footnote 278.
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)LJXUH������ (8�JDV�FURVV�ERUGHU�,3V�SK\VLFDO�FDSDFLW\�XWLOLVDWLRQ�±���������

 

Source: IEA, NRA data (2014) and ACER calculations

1RWH��8WLOLVDWLRQ�GDWD�UHIHU�WR�DQQXDO�SK\VLFDO�ÀRZV�UHJLVWHUHG�DV�D�SHUFHQWDJH�RI�WRWDO�WHFKQLFDO�FDSDFLW\��$UURZV��DQG�FLUFOHV��DUH�
GHSLFWHG�RQO\�LI�SK\VLFDO�ÀRZV�ZHUH�UHJLVWHUHG�LQ�WKH�LQGLFDWHG�GLUHFWLRQ�LQ�������9DOXHV�UHSUHVHQW�WKH�ZHLJKWHG�DYHUDJH�RI�DOO�WKH�,3V�
DW�HDFK�ERUGHU��,I�WKH\�KDG�RFFXUUHG��VZDSSLQJ�WUDGHV�RQ�FHUWDLQ�ELGLUHFWLRQDO�,3V�FRXOG�KDYH�VLJQL¿HG�KLJKHU�FRQWUDFWXDO�XWLOLVDWLRQ�
rates (i.e. the interconnector between Belgium and the UK, and between the Netherlands and the UK).

426 Building on the data presented in Figure 75 and Figure 76, Figure 77 present the potential net welfare 
gains that could be achieved by optimising the unused interconnection capacities between adjacent 
pairs of market zones maintaining price spreads above transmission tariffs in 2013. Calculations 
are presented on an aggregated yearly basis, but they were made by using monthly data on prices, 
capacity availability and gas demand per MS.
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427 The prices that could be offered by a hypothetical new competitor entering the high priced market 
IURP�WKH�ORZHU�SULFHG�RQH�DUH�DVVHVVHG�E\�DSSO\LQJ�YDU\LQJ�JURVV�SUR¿W�PDUJLQV�RQ�WKH�LQLWLDO�DGMD-
cent zones’ price spread, including transmission charges. Two different percentages were consid-
HUHG��WKH�QHZ�HQWUDQW�VHOOLQJ�JDV�ZLWK�D�SUR¿W�HTXDO�WR�����DQG�����RI�WKH�H[LVWLQJ�SULFH�VSUHDG291. 

428 8QXVHG� FDSDFLWLHV� DUH�DOVR� VHJUHJDWHG� LQ� WKH�DVVHVVPHQW� DW� WZR� OHYHOV�� WRWDO� \HDUO\� DJJUHJDWHG�
unused physical capacity and technical minus peak-month idle capacity. Due to the fact that unused 
capacities are not uniformly distributed during the year, peak utilisation constitutes a relevant factor 
for inclusion in the analysis292. 

429 The pairs of MSs appraised on the x-axis of Figure 77 were selected on the basis of the co-existence 
RI� WKHRUHWLFDOO\� SUR¿WDEOH� SULFH� VSUHDGV� EHWZHHQ�DGMDFHQW� ]RQHV� DQG� FRLQFLGHQW� XQXVHG�SK\VLFDO�
FDSDFLW\��6RPH�RI�WKH�VSHFL¿HG�ERUGHUV�DQG�ÀRZ�GLUHFWLRQV�RYHU�ZKLFK�WKH�QHW�ZHOIDUH�DVVHVVPHQWV�
ZHUH�SHUIRUPHG�GR�QRW�FRLQFLGH�ZLWK�WKH�SUHGRPLQDQW�SK\VLFDO�ÀRZ�GLUHFWLRQV�UHJLVWHUHG�LQ�������,Q�
WKRVH�FDVHV��WKH�FDSDFLW\�DYDLODELOLW\�DQDO\VLV�ZDV�DVVHVVHG�RQ�WKH�EDVLV�RI�UHYHUVH�ÀRZ�FDSDFLW\�
availability. 

430 $W�VRPH�,3V��YDULRXV�IDFWRUV�PD\�GHWHUPLQH�ÀRZ�GLUHFWLRQV�LQ�WKH�RSSRVLWH�GLUHFWLRQ�WR�WKH�RQH�WKDW�
WKH�]RQDO�SULFH�VSUHDGV�ZRXOG�WKHRUHWLFDOO\�LQGLFDWH�DV�SUR¿WDEOH��7KHVH�LQFOXGH�ODFN�RI�OLTXLG�RUJDQ-
ised markets, lack of trading counterparts, contractual obligations on exact delivery points for sup-
SOLHV��JDV�UHVDOH�UHVWULFWLRQV��WKH�H[WHQW�RI�YROXPHV�RU�VKLSSHUV¶�VSHFL¿F�FRQWUDFW�SULFHV�DQG�LQGLYLGXDO�
market decisions. 

431 )RU�H[DPSOH��IURP�WKH�&]HFK�5HSXEOLF�WR�*HUPDQ\��RU�IURP�6ORYDNLD�WR�$XVWULD��UHDO�ÀRZV�DUH�GULYHQ�
by German and Austrian shippers importing high amounts of contracted Russian gas, side-stepping 
the adjacent zones’ markets, which merely constitute a transit path. As an arbitraging trade would293 
LQ�SULQFLSOH�UHVXOW�LQ�EHQH¿FLDO�JDV�WUDQVDFWLRQV�LQ�WKH�RSSRVLWH�GLUHFWLRQV��WKHVH�UHYHUVH�GLUHFWLRQV�
are appraised for welfare calculations in Figure 77. In the case of the French-Spanish border, the 
overall wholesale prices assessed294�VLJQDO�WKDW�WKH�SUR¿WDEOH�XWLOLVDWLRQ�GLUHFWLRQ�ZRXOG�EH�WR�)UDQFH�
from Spain. However, factors such as the redirection of certain Spanish imported LNG volumes to 
PRUH�SUR¿WDEOH�$VLDQ�DQG�/DWLQ�$PHULFDQ�PDUNHWV��WKH�ODFN�RI�D�OLTXLG�RUJDQLVHG�PDUNHW�LQ�6SDLQ��
and/or the reliance on long-term contracts, may, in reality, determine the physically predominant 
direction as France to Spain. In these three cases, the available cross-borders capacities were ap-
SUDLVHG�RQ�WKH�EDVLV�RI�UHYHUVH�ÀRZ�FDSDFLW\�DYDLODELOLW\�YDOXHV��VHH�)LJXUH����1RWHV��

291 Example: MS A (the low exit price one) features a price of 27 euros/MWh and MS B (the high entry price one) a price of 30 euros/
MWh. Transmission tariffs are set at 1 euro/MWh. Initial market zones price spread, including transmission tariffs is 2 euros/
MWh. In the established scenario, the new entrant would buy gas in MS A, and pay transmission charges and sell the gas in MS 
%��DSSO\LQJ�WKH�SUR¿W�SHUFHQWDJH�RQ�WKH�LQLWLDO�SULFH�VSUHDG��7KLV�PHDQV�WKDW�LW�ZRXOG�VHOO�WKH�JDV�HLWKHU�DW�D�������HXURV�0:K�
�����SUR¿W���������������� �������RU�E�������HXURV�0:K������SUR¿W���������������� ��������

292 IPs contractual values are in part determined by the peak utilisation levels during the year anticipated by shippers. The scenario 
DVVXPHV�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�,3V�WRWDO�WHFKQLFDO�FDSDFLWLHV�DQG�SHDN�PRQWK�UHJLVWHUHG�ÀRZV�FRQVWLWXWH�D�YDOLG�SUR[\�
of the physical available capacities that the new entrants could realistically use when entering a new market. Even if according 
WR�&03�SURYLVLRQV�DOO�FRQWUDFWHG�EXW�XQXVHG�FDSDFLWLHV�VKRXOG�EH�UHOHDVHG�LQ�WKH�VHFRQGDU\�PDUNHW�RQ�D�GDLO\�EDVLV��67�8,2/,�
for certain IPS), it is arguably true that longer-term certainty on capacity acquisition may be necessary for new entrants’ when 
entering a new market. See: Annex I to Regulation (EC) No 715/2009, point 2.2 Congestion management procedures in the 
event of contractual congestion: KWWS���ZZZ�HQWVRJ�HX�SXEOLF�XSORDGV�¿OHV�SXEOLFDWLRQV�&03������&03���DQQH[���¿QDO�SGI. 

293� )RU�H[DPSOH��WKH�ÀRZ�IURP�*HUPDQ\�WR�WKH�&]HFK�5HSXEOLF�LV�PRVWO\�D�WUDQVLW�IURP�1RUG�6WUHDP�YLD�23$/�WR�*D]HOOH��EDFN�LQWR�
*HUPDQ\�YLD�:DLGKDXV��QHYHUWKHOHVV��WKHUH�LV�DOVR�D�JURZLQJ�WHQGHQF\�WR�FRPPHUFLDOO\�ÀRZ�VZDS�JDV�LQWR�WKH�&]HFK�5HSXEOLF�

294 In Spain, the reference price considered is based solely on the Eurostat Comext average declared import prices data (according 
to CNMC data, spot OTC trading is done in Spain at a higher price than the declared gas import prices). In France, it is mainly 
based on this very same source, complemented with short-term hub products’ average prices. See Figure 73 notes. Individual 
VKLSSHUV¶�VSHFL¿F�SULFHV�DQG�FRPPHUFLDO�GHFLVLRQV�PD\�DIIHFW�WKH�¿QDO�,3V�XWLOLVDWLRQ��7KH�$JHQF\�DQG�&((5�GR�QRW�KDYH�DFFHVV�
to shippers’ individual prices.
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)LJXUH������ 3RWHQWLDO�DQQXDO�QHW�ZHOIDUH�JDLQV�LQ�GLIIHUHQW�(8�06V�LI�FURVV�ERUGHU�SK\VLFDO�XQXVHG�FDSDFL-
WLHV�ZHUH�IXOO\�XWLOLVHG�±������EDVLV��PRQWKO\�DJJUHJDWHG��PLOOLRQV�HXUR�SHU�\HDU�

Source: IEA, Eurostat, Platts, ENTSOG (2014) and ACER calculations

1RWHV��3K\VLFDO�&DSDFLWLHV��3K�&S��UHIHU�WR�WKH�WHFKQLFDO�FDSDFLWLHV�PLQXV�WKH�SK\VLFDO�UHJLVWHUHG�ÀRZV�LQ�������3HDN�&DSDFLWLHV��3N�
&S��UHIHU�WR�WKH�WHFKQLFDO�FDSDFLWLHV�PLQXV�WKH�SHDN�PRQWK�ÀRZV��7KH�SHUFHQWDJH�QXPEHUV�DW�OHIW�LQGLFDWH�WKH�VKDUH�RI�WRWDO�\HDUO\�
MSs demand that could be supplied with the refered unused capacities. DE>IT (1) refer to capacities and agreggated transmission 
WDULIIV�WKURXJK�6ZLW]HUODQG��5HYHUVH�ÀRZ�FDSDFLWLHV�SUHYLRXVO\�LGHQWL¿HG�IRU�WKH�H[HUFLVH�DUH�GHQRWHG�DV�5HYHUVH�&DSDFLWLHV��5H�&S���

432 2Q�WKH�EDVLV�RI�WKHVH�DVVXPSWLRQV��(8�ZHOIDUH�JDLQV�FRXOG�EH�REWDLQHG�RI�XS�WR�D�PD[LPXP�RI�����
billion euros on an aggregated basis if all physical unused capacities were optimised and the pricing 
VWUDWHJ\�DGRSWHG�E\�WKH�QHZ�PDUNHW�HQWUDQWV�UHVXOWHG�LQ�D�����SUR¿W��L�H��XQGHUFXW�WKH�SUHYDLOLQJ�
price spread plus transmission charges by 75%). This would be reduced to 0.5 billion euros if the 
SULFLQJ�VWUDWHJ\�UHVXOWHG�LQ�D�����SUR¿W��L�H��XQGHUFXW�WKH�SUHYDLOLQJ�SULFH�VSUHDG�SOXV�WUDQVPLVVLRQ�
charges by 25%)295��8QGHU�WKH�DUJXDEO\�PRUH�UHDOLVWLF�K\SRWKHVLV�RI�WHFKQLFDO�PLQXV�SHDN�PRQWK�XQ-
XVHG�FDSDFLWLHV�RSWLPLVDWLRQ��DQG�����SUR¿W�SHUFHQWDJH��WKH�ZHOIDUH�JDLQV�XSSHU�OLPLW�ZRXOG�DPRXQW�
WR�VRPH�����ELOOLRQ�HXURV������ELOOLRQ�LI�WKH�FRPSULVHG�SUR¿W�ZHUH�������7KH�GLIIHUHQFHV�LQ�WKH�UHVXOWV�
LQ�WKH�WZR�VFHQDULRV�SXW�WKH�VLJQL¿FDQFH�RI�SHDN�XWLOLVDWLRQ�YDOXHV�LQWR�FRQWH[W�

433 Subject to the limitations of the modelling assumptions, this assessment shows that if the underuti-
lised physical (direct or reverse) capacity were optimised, it could nearly supply as much as the total 
demand of Bulgaria296, the Czech Republic, Estonia and Slovakia together, resulting in greater price 
FRQYHUJHQFH��7R�VRPH�H[WHQW��UHYHUVH�ÀRZV�KDYH�DOUHDG\�EHHQ�LPSOHPHQWHG�EHWZHHQ�VRPH�RI�WKHVH�
markets, as pointed out in the next section.

295� ,Q�WKH�LPSODXVLEOH�HYHQW�WKDW�WKH�QHZ�HQWUDQWV�REWDLQHG�D����SUR¿W�RYHU�WKH�H[LVWLQJ�SULFH�VSUHDGV��WKH�WRWDO�(8�ZHOIDUH�JDLQV�
would be 2 billion euros, considering the optimisation of all physical unused capacities, and 1.2 billion euros considering the 
WHFKQLFDO�PLQXV�SHDN�FDSDFLWLHV�FDVH��7KH�SULFLQJ�VWUDWHJLHV�RI�WKH�QHZ�HQWUDQWV¶�HIIHFW�RQ�WKH�WRWDO�OHYHO�RI�DVVHVVHG�(8�ZHOIDUH�
JDLQV��QHZ�HQWUDQWV¶�SUR¿WV�FRQVWLWXWH�LQ�WKLV�VHQVH�D�WUDQVIHU�WR�VXSSOLHUV�IURP�WKH�WKHRUHWLFDO�(8�PD[LPXP�JDLQV�

296 Another caveat to be entered regarding the theoretical exercise is that in some zones, the current features of the network may 
not allow entry to the domestic supply market of an adjacent MS even if available cross-border transmission capacities were 
LGHQWL¿HG� �H�J��HQWHULQJ�%XOJDULD� IURP�5RPDQLD�ZRXOG�EH�DIIHFWHG�E\� WKH� IDFW� WKDW� WUDQVPLVVLRQ�DQG�GRPHVWLF�QHWZRUNV�DUH�
LQGHSHQGHQWO\�PDQDJHG�LQ�%XOJDULD��DQG�ÀRZV�PDLQO\�VHUYH�GHVWLQDWLRQV�EH\RQG�WKH�FRXQWU\��VXFK�DV�7XUNH\�DQG�*UHHFH��
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434 On the basis of absolute values, the results indicate that again Italy and France297 would stand to gain 
the most if their price convergence with adjacent zones increased. Again, this effect is accentuated 
by the large demand in both these MSs. In recent years Italy has achieved increased price con-
vergence with other NWE hubs, and the implementation of auctions for cross-border capacity with 
Austria can be expected to increase price convergence further in the coming years, thereby realising 
some of the potential welfare gains. 

Investment in new capacities

435 &UHDWLQJ�QHZ�FURVV�ERUGHU� LQWHUFRQQHFWLRQ�FDSDFLW\�XVXDOO\�HQWDLOV�VLJQL¿FDQW�FDSLWDO� LQYHVWPHQWV��
Nonetheless, if additional interconnection capacity can be shown to reduce supply constraints and 
IDFLOLWDWH�FRPSHWLWLRQ��WKH�EHQH¿WV�FRXOG�H[FHHG�WKH�FRVWV��WKXV�SURGXFLQJ�ZHOIDUH�JDLQV��7KH�LGHQ-
WL¿FDWLRQ�DQG�HQGRUVHPHQW�DFURVV�WKH�(8�RI�SRWHQWLDO�SURMHFWV�WKDW�FRXOG�KDYH�DQ�LPSDFW�RQ�KLJKHU�
market integration and lower price formation driven by enhanced competition is being currently ex-
HFXWHG�XQGHU�WKH�(8�UHJXODWRU\�IUDPHZRUN298�JRYHUQLQJ�WKH�LGHQWL¿FDWLRQ�DQG�GHYHORSPHQW�RI�SULRULW\�
corridors and projects of common interest (PCIs). This procedure involves all gas sector stakehold-
HUV��,W�HQWDLOV�WKH�HVWDEOLVKPHQW�RI�D�PHWKRGRORJ\�WR�DVVHVV�SURMHFWV�EHQH¿WV�±�FRVW�EHQH¿W�DQDO\VLV�
(CBA)299�±�DQG�WKH�LQVWLWXWLRQ�RI�PHFKDQLVPV�IRU�GLYLGLQJ�FRVWV�DPRQJ�WKRVH�06V�EHQH¿WWLQJ�IURP�WKH�
projects: cross-border cost allocation (CBCA)300. Figure 78 illustrates the locations of the proposed 
locations.

297 See Figure 73 notes.
298� 5HJXODWLRQ��(8��1R����������RQ�JXLGHOLQHV�IRU�WUDQV�(XURSHDQ�HQHUJ\�LQIUDVWUXFWXUH��6HH��KWWS���HXU�OH[�HXURSD�HX�/H[8UL6HUY�

/H[8UL6HUY�GR"XUL 2-�/��������������������(1�3') and PCI projects list: http://ec.europa.eu/energy/infrastructure/pci/pci_
en.htm.

299 See: http://www.entsog.eu/publications/cba-methodology#CBA-METHODOLOGIES.
300 See: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB$JHQF\�5HFRPPHQGDWLRQV�$&(5���5HFRPPHQGDWLRQ������

2013.pdf.
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Figure 78:  List of PCI gas projects 

 

Source: European Commision (2014)

436 Some of the proposed projects connect market zones, which, on the basis of the 2013 static data 
DQDO\VLV��KDYH�VLJQL¿FDQW�SULFH�GLIIHUHQFHV��,W�ZRXOG�EH�PLVOHDGLQJ�WR�VXJJHVW�FXUUHQW�SULFH�GLIIHUHQ-
tials are wholly driven by capacity constraints, but this suggests that several of the proposed PCIs 
KDYH�WKH�SRWHQWLDO�WR�GHOLYHU�VLJQL¿FDQW�ZHOIDUH�JDLQV301 if the projected savings from reduced prices 
exceed the net present value of investment costs. 

437 Improved interconnections with adjacent, more liquid and lower-priced zones could achieve welfare 
JDLQV�LQ�VHYHUDO�(8�06V�E\�LQWURGXFLQJ�PRUH�SULFH�FRPSHWLWLRQ�DQG�D�ZLGHU�UDQJH�RI�VXSSO\�VRXUFHV��
EXW�LQ�RUGHU�IRU�WKHVH�JDLQV�WR�EH�PD[LPLVHG��WKH�GHYHORSPHQW�RI�HI¿FLHQW�DQG�IXQFWLRQLQJ�PDUNHWV�LQ�
DOO�UHJLRQV�LV�HVVHQWLDO��(I¿FLHQW�DQG�VWDEOH�KXE�SULFH�IRUPDWLRQ�DQG�PDUNHW�RULHQWHG�DOORFDWLRQ�DQG�
XWLOLVDWLRQ�RI�FDSDFLWLHV�LV�FUXFLDO�WR�DOORZ�JDV�WR�ÀRZ�IURP�ORZHU�SULFHG�DUHDV�WR�KLJKHU�SULFHG�DUHDV�
DQG�WKXV�WR�VHUYH�(8�GHPDQG�DW�OHDVW�FRVW��

301� $OO�RWKHU�SURMHFWV�DUH�LQWHQGHG�WR�LPSURYH�RYHUDOO�(8�LQWHUFRQQHFWLRQ�OHYHOV�DQG�PD\�LPSDFW�IXWXUH�SULFH�IRUPDWLRQ�
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4.4 Improving the functioning of the internal market: removing barriers

4.4.1 Utilisation analysis of cross-border capacity

438 $W�D�VLJQL¿FDQW�QXPEHU�RI�(XURSHDQ�FURVV�ERUGHU�SRLQWV�LQ�������D�KLJK�SHUFHQWDJH�RI�,3�FDSDFLW\�
continued to be subject to long-term capacity contracts. Long-term capacity bookings play an im-
portant role in underwriting network investment decisions. However, when capacity is booked and 
QRW�XWLOLVHG��LW�FDQ�SUHYHQW�VKLSSHUV�ZKR�ZDQW�WR�ÀRZ�JDV��EXW�ZKR�GR�QRW�KDYH�ORQJ�WHUP�FDSDFLW\�
ULJKWV�� IURP�DFFHVVLQJ� WKH�V\VWHP��2SWLPLVLQJ� WKH�HI¿FLHQF\�RI�FDSDFLW\�XWLOLVDWLRQ��DQG�PLWLJDWLQJ�
this contractual capacity congestion, is one of the main objectives of the Guidelines on Congestion 
Management Principles (CMP). 

439 The ACER 2013 annual report on contractual congestion at interconnection points302 concluded that 
FRQWUDFWXDO�FRQJHVWLRQ�LV�VWLOO�D�SRWHQWLDO�SUREOHP�DW�D�VLJQL¿FDQW�QXPEHU�RI�,3V��DV�DW�OHDVW�RQH�WKLUG�
of European IPs were found to be contractually congested303 in at least one side in the last quarter 
of 2013. This was particularly the case in North-West Europe304, but was also observed in Central 
Eastern and Southern Europe.

440 8WLOLVDWLRQ�OHYHOV�RI�FRQWUDFWHG�FDSDFLW\�GLYHUJH�VLJQL¿FDQWO\�DFURVV�(XURSH��$W�VRPH�,3V��FRQWUDFWHG�
and utilised values are reasonably aligned. For different reasons, at other IPs, substantial differences 
exist between contractual values and actual utilisation305. The challenge is to ensure that unused 
capacity, whether or not strategically acquired, can and has to be easily returned to the market so 
that other shippers can use it. 

441 This year, the Agency and CEER again analysed the issue of contractual congestion and physical 
FDSDFLW\�XWLOLVDWLRQ�LQ�D�VDPSOH�RI�WKH�PRVW�UHOHYDQW�,3V�LQ�WKH�(8306. Representative IPs were se-
OHFWHG��SURYLGLQJ�D�FROOHFWLRQ�RI�WKH�PDLQ�JDV�ÀRZV�WKURXJKRXW�(XURSH��,Q�VRPH�FDVHV��DSSUHFLDEOH�
differences between average contractual values and average physical utilisation rates were found, 
DOWKRXJK�FRQWUDFWHG�YDOXHV�DUH�VLJQL¿FDQWO\�GHWHUPLQHG�E\�WKH�DQQXDO�SHDN�XWLOLVDWLRQ�OHYHOV�DQWLFL-
pated by shippers.

302 See: KWWS���ZZZ�DFHU�HXURSD�HX�2I¿FLDOBGRFXPHQWV�$FWVBRIBWKHB$JHQF\�3XEOLFDWLRQ�$&(5���*DV���&RQWUDFWXDO���
Congestion%20Report%202014.pdf. Also, the CMP Comitology report raised this issue prior to the ACER report. See: 
http://ec.europa.eu/transparency/regcomitology/index.cfm?do=search.documentdetail&aa8fTM56J8G1M3cAHteGgPYmC
CSQ8RgFDLtuYd6SIvcxdbQ+AI/X9VTTMRqv00VG. 

303� 7KH� UHSRUW� UHYLHZV� WKH� RFFXUUHQFH� RI� FRQWUDFWXDO� FRQJHVWLRQ� LQ� WKH� OLJKW� RI� WKH� GH¿QLWLRQ� ODLG� GRZQ� LQ�5HJXODWLRQ� �(&��1R�
715/2009 and the CMP Guidelines. The purpose was to identify those IPs which would potentially be subject to the provisions 
FRQWDLQHG�LQ�WKH�&03�*XLGHOLQHV��L�H��)LUP�'D\�$KHDG�8VH�LW�RU�/RVH�LW���6RPH�RI�WKH�,3V�LGHQWL¿HG�DV�FRQWUDFWXDOO\�FRQJHVWHG�
FRXOG�DOVR�EH�SK\VLFDOO\�FRQJHVWHG��$W�VRPH�,3V��FRQJHVWLRQ�FRXOG�QRW�EH�LGHQWL¿HG��EHFDXVH�WKH�GDWD�ZDV�QRW�DYDLODEOH�WR�GR�
so. The report’s conclusions should be treated with care, due to the short period and analysed and data quality issues.

304� 'HWHFWLRQ�RI�FRQWUDFWXDO�FRQJHVWLRQ�LQ�1:(�ZDV�PRUH�VLJQL¿FDQW�WKDQ�LQ�RWKHU�UHJLRQV��DUJXDEO\�GXH�WR�WKH�EHWWHU�DYDLODELOLW\�RI�GDWD�
305 The reasons for existing differences between contractual and utilisation values are hard to substantiate in the absence of 

individual shippers’ capacity contract data. Differences might give rise to a presumption of capacity hoarding in certain IPs in the 
absence of fully implemented congestion management procedures, but they may also be caused by the willingness of shippers 
WR�FRQWUDFW�VXI¿FLHQW�FDSDFLW\�WR�DGMXVW�WKHLU�GHPDQG�SRUWIROLRV�LQ�WKH�OLJKW�RI�WKH�UHQRPLQDWLRQ�RI�ÀRZV��2WKHU�UHDVRQV�PD\�EH�WKDW�
SUR¿OHG�ERRNLQJV�DUH�QRW�DOZD\V�DV�DFFHVVLEOH�RU�DV�FKHDS�DV�\HDUO\�ÀDW�FDSDFLW\��)LQDOO\��WKH�GLIIHUHQFH�PD\�EH�DOVR�WKH�UHVXOW�
of the inconvenience of surrendering existing long-term capacity, particularly in the absence of other shippers willing to contract 
the surrendered capacities.

306� 2QO\�¿UP�FDSDFLW\�LV�FRQVLGHUHG��2YHUDOO�XWLOLVDWLRQ�YDOXHV�DUH�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKLV��¿UP��FDSDFLW\��,QWHUUXSWLEOH�FDSDFLW\�
is not considered.
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)LJXUH������ $YHUDJH�XVHG�YHUVXV�ERRNHG�FDSDFLW\�DW�QDWXUDO�JDV�,3V�LQ�WKH�(8�±�����±������*:K�GD\�

 

Source: ENTSOG transparency platform and individual TSO data (2014) and ACER calculations

442 %DVHG�RQ�WKH�,3V�FRQVLGHUHG��WKH�DYHUDJH�FRQWUDFWHG�¿UP�WHFKQLFDO�FDSDFLW\�LV�����RI�WRWDO�WHFKQLFDO�
capacity, while the average utilisation rate is 60%, and the peak monthly utilisation value is 77%. The 
¿JXUHV�RQ�FDSDFLW\�XWLOLVDWLRQ�JHQHUDOO\�LQGLFDWH�WKDW�WKHUH�LV�VWLOO�VRPH�H[FHVV�FRQWUDFWHG�FDSDFLW\��
EXW�WKDW��DW�WLPHV�RI�VHDVRQDO�SHDN�GHPDQG��ÀRZV�PDWFK�WHFKQLFDO�FDSDFLW\�PRUH�FORVHO\�

443 As Figure 79 shows, the greatest divergences between contracted and utilised capacity were found 
DW�6ORYDNLDQ�,3V�ÀRZLQJ�JDV�IURP�5XVVLD��L�H��9HONH�.DSXVDQ\�DQG�/DQ]KRW���7KLV�ZDV�D�UHVXOW�RI�UH-
GXFHG�ÀRZV307�WKURXJK�WKLV�URXWH�LQ�FRPELQDWLRQ�ZLWK�KLJK�OHYHOV�RI�ERRNHG�FDSDFLW\��2WKHU�VLJQL¿FDQW�
GLYHUJHQFHV�DUH�IRXQG�DW�,8.��%HOJLXP�8.��DQG�-XOLDQDGRUS��WKH�1HWKHUODQGV�8.���ZKHUH�ERWK�KDG�
highly contracted capacity levels, but much lower physical utilisation rates. These differences may 
be explained by shippers enacting balancing trades in both directions in order to take advantage of 
UHYHUVH�ÀRZ�SRVVLELOLWLHV��1RWLFHDEOH�FDSDFLW\�XWLOLVDWLRQ�LQFUHDVHV�LQ������FRPSDUHG�WR������ZHUH�
GHWHFWHG�DW�%DXPJDUWHQ�DQG�7DUYLVLR��ZKHUH�PRUH�5XVVLDQ�ÀRZV�DUH�HQWHULQJ�$XVWULD�DQG�EHLQJ�UHGL-
rected to Italy, and at Nordstream, as higher utilisation levels (see Figure 80), supported by develop-
ments in OPAL/NEL German pipeline capacity were registered in 2013.

307� $OWHUQDWLYH�VXSSOLHV�IURP�1RUG�6WUHDP�KDYH�DOVR�DIIHFWHG�WHFKQLFDO�FDSDFLW\�DYDLODELOLW\�IURP�8NUDLQH�LQWR�6ORYDNLD��,Q�SDUWLFXODU��
9HONH�.DSXVDQ\�KDV�IDFHG�VLJQL¿FDQW�WHFKQLFDO�FDSDFLW\�UHGXFWLRQV�±�DOPRVW�D�WKLUG�±�VLQFH������
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444 As noted above, a high percentage of IP capacity continues to be subject to long-term capacity con-
WUDFWV��1HYHUWKHOHVV��D�QHZ�WUHQG�LQ�FDSDFLW\�FRQWUDFWLQJ�KDV�HPHUJHG�LQ�UHFHQW�\HDUV��FRQ¿UPHG�
in 2013), which has seen a shift away from new long-term contracts in favour of more short-term 
FDSDFLW\�ERRNLQJV��'DWD�WKDW�FRQ¿UP�WKLV�WUHQG�FDQ�EH�VHHQ�LQ�ERWK�WKH�OLPLWHG�GHPDQG�IRU�ORQJ�WHUP�
capacity revealed in the last PRISMA capacity platform yearly auctions, and the proportionally higher 
demand for short-term capacity products308. The move from long-term to short-term contracting could 
DOVR�EH�VDLG�WR�EH�UHÀHFWHG�LQ�WKH�QXPEHU�RI�FDSDFLW\�FRQWUDFW�WHUPLQDWLRQV�UHJLVWHUHG�LQ�PHGLXP��
and long-term bookings in German bookable points309. 

445 The emergence of a trend towards shorter term-capacity contracting is likely to be driven by a num-
ber of factors, including, but not limited to: uncertainty over the medium- and long-term demand for 
gas, also in the light of environmental objectives; the relative price of long- and short-term capacity 
SURGXFWV��WKH�IXQFWLRQDOLW\�RI�VHFRQGDU\�FDSDFLW\�WUDGLQJ��DQG�WKH�UHODWLYH�ÀH[LELOLW\�RI�EHLQJ�DEOH�WR�
PDWFK�VKRUW�WHUP�FDSDFLW\�ERRNLQJV�ZLWK�JDV�ÀRZV��+RZHYHU��WKH�H[LVWHQFH�RI�VXUSOXV�FDSDFLW\�DW�D�
VLJQL¿FDQW�QXPEHU�RI�,3V�FRXOG�DOVR�EH�D�IDFWRU��LQ�WKH�IDFH�RI�UHGXFHG�JDV�GHPDQG�DQG�UHODWLYHO\�ORZ�
gas demand growth forecasts, market participants in many locations are aware that the risk of not 
obtaining capacity in the short term is relatively low. 

446 As noted above, long-term capacity bookings are important for underwriting new network investment 
decisions. The framework for validating and securing new investments has been analysed in the 
Blueprint on Incremental Capacity and the proposed amendment to NC CAM310. The proposed model 
is intended to provide more transparency to market participants concerning the ways in which new 
and incremental capacity can be obtained, and gives priority to market-driven investments, meaning 
WKDW�LQYHVWPHQWV�ZLOO�JR�DKHDG�RQO\�LI�WKH�YDOXH�RI�¿QDQFLDOO\�ELQGLQJ�IXWXUH�FDSDFLW\�ERRNLQJV�VDWLV-
¿HV�D�SURSRUWLRQ�RI�WKH�LQYHVWPHQW�FRVWV�DSSURYHG�E\�WKH�15$��6LQFH�GHPDQG�IRU�LQFUHPHQWDO�DQG�
new capacity will materialise only in locations where there is a perceived or real scarcity of existing 
capacity, the willingness of market participants to make longer-term capacity commitments in these 
locations would be expected to be materially different compared to locations with a demonstrable 
surplus capacity. In this sense, market fundamentals should determine stakeholders’ interest in new 
projects.

447 ,Q� UHODWLRQ� WR�DFWXDO� ,3V�FDSDFLW\�XWLOLVDWLRQ�DW� WKH�UHJLRQDO� OHYHO��)LJXUH����GHSLFWV�ÀRZ�YDULDWLRQV�
DFURVV�(8�FURVV�ERUGHU�,3V�EHWZHHQ������DQG������

308� 35,60$�RIIHUHG�DQQXDO�FDSDFLW\�FRQWUDFWHG�UDWHV�DUH�TXLWH�ORZ��HYHQ�LQ�WKH�¿UVW�\HDUV�DKHDG��,W�LV�QRWLFHDEOH�WKDW�WKH�35,60$�
platform auctions only the capacities of those IPs where capacity is available to contract. The number of IPs allocating capacity 
through PRISMA and the total volumes of aggregated capacity allocated via PRISMA are increasing. On the other hand, the 
35,60$�DXFWLRQ�UHVXOWV�LQGLFDWH�D�KLJKHU�FDSDFLW\�DSSHWLWH�IRU�VKRUW�WHUP�SUR¿OH�SURGXFWV��7KH�RYHUDOO�FRQWUDFWLQJ�WUHQG�SUR¿OHV�
PD\�EH�DIIHFWG�E\�WKH�SRVVLELOLW\�RI�VXUUHQGHULQJ�H[LVWLQJ�ÀDW�FDSDFLW\�FRQWUDFWV��6HH��https://platform.prisma-capacity.eu/trading/
reports.xhtml?conversationContext=1.

309 Contract terminations in German IPs are possible only on the basis of the occurrence of tariff increases over a certain threshold 
or due to variations in the fundamental aspects of the contracts. See BKA 2013 Monitoring Report page 195: http://www.
bundeskartellamt.de/SharedDocs/Publikation/DE/Berichte/Energie-Monitoring-2013.pdf?__blob=publicationFile.

310 See: http://www.acer.europa.eu/Gas/Framework%20guidelines_and_network%20codes/Pages/Incremental-Capacity.aspx.
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)LJXUH������ (8�FURVV�ERUGHU�JDV�ÀRZV�LQ������DQG�PDLQ�YDULDWLRQV�IURP�������EFP�\HDU�

 

Source: IEA (2014) and ACER calculations

448 $PRQJ�WKH�PRVW�VLJQL¿FDQW�\HDU�RQ�\HDU�GLIIHUHQFHV�ZHUH��WKH�LQFUHDVH�LQ�ÀRZV�IURP�5XVVLD�WR�WKH�
(8��ERWK�WKURXJK�1RUG�6WUHDP�DQG�(DVWHUQ�,3V��WKH�UHGXFWLRQ�LQ�/1*�LPSRUWV�WR�WKH�(8��WKH�GLYHU-
JHQW�WUHQG�LQ�1RUWK�$IULFDQ�JDV�ÀRZV�±�ÀRZV�IURP�0DJUHE�WR�,WDO\�VKDUSO\�GHFOLQHG��ZKLOH�ÀRZV�IURP�
$OJHULD�WR�6SDLQ�VLJQL¿FDQWO\�LQFUHDVHG��WKH�LQFUHDVH�LQ�ÀRZV�WKURXJK�%DXPJDUWHQ�LQWR�,WDO\��DQG�WKH�
UHGXFWLRQ�RI�ÀRZV� IURP�*%�WR� WKH�&RQWLQHQW��7KH�VHFWLRQ�EHORZ�H[SODLQV�VRPH�RI� WKHVH�GHYHORS-
ments. 

i. Increase of Russian Nord Stream and Eastern flows

449 7KH�1RUG�6WUHDP�SLSHOLQH�LV�VLJQL¿FDQWO\�DIIHFWLQJ�WKH�WUDGLWLRQDO�ÀRZ�URXWH�RI�5XVVLDQ�JDV�LQWR�(X-
rope. Nord Stream grants Russian gas direct access into NWE markets, enabling shippers who 
have contracted Russian311�JDV�WR�EHWWHU�FRPSHWH�LQ�(8�JDV�WUDGLQJ�KXEV��7KH�LQFUHDVH�LQ�VXSSOLHV�
through this recent interconnector continued in 2013. 

311� 1RUG�6WUHDP�ÀRZ�LQFUHDVHV�LQ������PD\�KDYH�EHHQ�VXSSRUWHG�E\�GHYHORSPHQWV�LQ�23$/�1(/�SLSHOLQHV�FDSDFLWLHV�
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450 ,Q�SUHYLRXV�\HDUV��KLJKHU�1RUG�6WUHDP�JDV�ÀRZV�\HDUV�UHGXFHG�5XVVLDQ�ÀRZV�WKURXJK�WKH�8NUDLQH�
and Belarus into Central Europe. However, the increased willingness of Gazprom to renegotiate the 
SULFLQJ�RI�LWV�VXSSOLHV��WKH�QHHG�WR�UHSOHQLVK�(8�JDV�VWRUDJH�VWRFNV�DIWHU�WKH�ORZ�VWRFN�OHYHOV�UHDFKHG�
DW� WKH�HQG�RI�0DUFK�������DQG�WKH�VLJQL¿FDQW�ULVH� LQ�*HUPDQ�JDV�GHPDQG� LQ������UHVXOWHG� LQ�DQ�
overall increase in Russian westward supply levels. Growth has also been registered, for example, 
LQ�3ROLVK�HQWU\�ERUGHU�ÀRZV��DPRQJ�RWKHU�SODFHV��2YHUDOO�5XVVLDQ�H[SRUWV�ZHUH�DOVR�VXSSRUWHG312 by 
WKH�GLVUXSWLRQ�RI�1RUZHJLDQ�ÀRZV�GXULQJ�WKH�VXPPHU��DQG�WKH�GURS�RI�/1*�LPSRUWV��

451 )LJXUH����DOVR� LOOXVWUDWHV�WKH� LQFUHDVH� LQ�5XVVLDQ�ÀRZV�WKURXJK�$XVWULD�DQG�UHGLUHFWHG�ÀRZV�IURP�
$XVWULD�WR�,WDO\��7KHVH�ÀRZV�ZHUH�VWUHQJWKHQHG�E\�WKH�LPSURYHPHQW�LQ�FURVV�ERUGHU�SLSHOLQH�DFFHVV�
conditions on the Austrian-Italian border, the Austrian CEGH transition to a VTP, and also due to the 
UHQHJRWLDWLRQ�RI�/7�FRQWUDFW�FRQGLWLRQV� LQ�ERWK�06V��7KHVH�ÀRZV�FRXQWHU�EDODQFHG� WKH�GHFOLQH� LQ�
imports to Italy from Magreb as a consequence of political events in Libya.

452 Several Central-East European countries are striving to diversify their gas sources, in order to lower 
their dependency on Russian gas, and have been looking to Western Europe’s spot markets as al-
WHUQDWLYH�VRXUFHV��/DUJHU�FRXQWHU�ÀRZV�IURP�*HUPDQ\�DQG�$XVWULD�WR�WKH�&]HFK�5HSXEOLF313, Poland 
and Slovakia were observed, as shippers rely increasingly on German hubs to supply those markets. 
7KHVH�FRPPHUFLDO�FRXQWHU�ÀRZV�DUH�H[SHFWHG�WR� LQFUHDVH� LQ� WKH� IXWXUH��JLYHQ�WKH�SUR¿WDEOH�SULFH�
spreads and the on-going procedures on security of supply obligations314 to enable, or enlarge, bi-
GLUHFWLRQDO�FDSDFLWLHV��)ORZV�IURP�3RODQG�DQG�+XQJDU\�WR�8NUDLQH�ZHUH�DOVR�UHJLVWHUHG��DV�8NUDLQH�
IDFHV�VLJQL¿FDQW�SULFH�SUHVVXUH�IRU�5XVVLDQ�JDV�DQG�VHHNLQJ�DOWHUQDWLYHV�VXSSOLHV�IURP�&HQWUDO�(X-
ropean hubs315. 

ii. The effects of NBP and Continental hubs price convergence on gas flows

453 As liquidity and better price formation continue to develop at Continental hubs, the traditional lower 
SULFH�DWWUDFWLYHQHVV�±�DW�OHDVW�VHDVRQDOO\�±�RI�1%3�GHFOLQHV��1%3�YHUVXV�&RQWLQHQWDO�SULFH�GLIIHUHQ-
tials swing under particular seasonal conditions and supply-demand fundamentals. TTF is becoming 
DQ�HTXDOO\�LQÀXHQWLDO�JDV�KXE�WR�1%3�DV�DQ�RYHUDOO�(XURSHDQ�UHIHUHQFH��DQG�WKLV�IDFW� OHDGV�WR�DQ�
LQFUHDVH�LQ�SK\VLFDO�ÀRZV�LQWR�DQG�IURP�WKH�1HWKHUODQGV�

454 $V�)LJXUH���� LOOXVWUDWHV�� LQ������� ÀRZV� IURP� WKH�8.� WR�&RQWLQHQWDO�(XURSH�ZHUH� IXUWKHU� UHGXFHG�
DQG�8.�LPSRUWV� LQFUHDVHG��FRXQWHUEDODQFLQJ�WKH�UHGXFWLRQ�RI� LQGLJHQRXV�8.�SURGXFWLRQ�DQG�/1*�
GLYHUVLRQ��7KLV�ZDV�LQ�SDUW�GXH�WR�WKH�GHPDQG�IRU�JDV�WR�UH¿OO�VWRUDJH�VWRFNV�IROORZLQJ�JUHDWHU�WKDQ�
H[SHFWHG�GHSOHWLRQ�RI�VWRFNV�LQ�WKH�ZLQWHU�SHULRG�DW�WKH�VWDUW�RI�WKH�\HDU��,Q�DGGLWLRQ��,8.�PDLQWHQDQFH�
works during June served to put downward pressure on NBP prices and to reduce exports during that 
PRQWK��DV�,8.�H[SRUWV�QRUPDOO\�DFFRXQW�IRU�D�VLJQL¿FDQW�SURSRUWLRQ�RI�8.�JDV�ÀRZV�GXULQJ�WKH�VXP-
PHU�PRQWKV��WKH�RXWDJH�PHDQW�WKLV�JDV�ZDV�FRQ¿QHG�WR�WKH�8.�PDUNHW��2Q�WKH�%%/�SLSHOLQH�EHWZHHQ�
WKH�8.�DQG�WKH�1HWKHUODQGV��ÀRZV�UHPDLQHG�VLPLODU�WR�������

312 Aggregated Russian exports to Europe increased by 15% in 2013 to approx. 155 bcm. Source: IEA.
313� 0RVW�RI�WKH�ÀRZ�IURP�*HUPDQ\�WR�WKH�&]HFK�5HSXEOLF�LV�D�WUDQVLW�IURP�1RUG�6WUHDP�YLD�23$/�WR�*D]HOOH��EDFN�LQWR�*HUPDQ\�YLD�

:DLGKDXV��+RZHYHU��WKHUH�LV�DOVR�D�JURZLQJ�WHQGHQF\�WR�FRPPHUFLDOO\�ÀRZ�JDV�LQWR�WKH�&]HFK�5HSXEOLF�
314� 5HJXODWLRQ� �(8��1R� ��������� FRQFHUQLQJ�PHDVXUHV� WR� VDIHJXDUG� WKH� VHFXULW\� RI� JDV� VXSSO\�� 6HH��http://eur-lex.europa.eu/

/H[8UL6HUY�/H[8UL6HUY�GR"XUL 2-�/��������������������(1�3').
315� 7KH�8NUDLQH�DLPV�WR�DWWUDFW�ÀRZV�E\�RIIHULQJ�DWWUDFWLYH�VWRUDJH�SULFHV�LQ�FRPSDULVRQ�WR�WKRVH�LQ�DGMDFHQW�(8�06V�



191

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

455 *UHDWHU�UHOLDQFH�RQ�77)¶V�OLTXLGLW\�±�DQG�LWV�DGYDQWDJHRXV�SULFH�VSUHDGV�±�IURP�QHLJKERXULQJ�PDU-
kets led to an increase of exports from the Netherlands, which was sustained by an increase in the 
country’s indigenous production316. 

iii. A significant reduction in LNG deliveries to Europe

456 In 2013, there was a notable reduction (30%) again in European LNG imports. The very attractive 
market prices in the Far East and Latin America kept LNG away from European shores. The more 
competitive prices of pipeline deliveries and the diminishing demand in the Iberian and Italian pen-
LQVXODV�DOVR�FRQWULEXWHG�WR�WKLV�RXWFRPH��$QRWKHU�VLJQL¿FDQW�WUHQG�REVHUYHG�GXULQJ�WKH�\HDU�LQ�WKLV�
UHJDUG�ZDV�WKH�GLYHUVLRQ�RI�(XURSHDQ�GHVWLQHG�GHOLYHULHV��*/(�UHSRUWV�WKDW�����RI�RYHUDOO�(8�/1*�
imports were diverted as reloaded shifts. In Spain, this resulted in much higher Algerian imports, and 
some increases in French pipeline imports.

4.4.2 Utilisation analysis of underground storage facilities

457 *DV�VWRUDJH�SOD\V�DQ�LPSRUWDQW�UROH�LQ�PHHWLQJ�(8�JDV�GHPDQG��2YHU�WKH�IRXU�ZLQWHU�SHULRGV�'H-
FHPEHU±)HEUXDU\���������WR����������JDV�VWRUDJH�ZLWKGUDZDOV�DYHUDJHG�DSSUR[LPDWHO\�����RI�(8�
gas demand. In those MSs with the highest gas storage volumes317, monthly gas storage withdrawals 
peaked at over 50% of gas demand.

458 Gas storage can be used in a number of ways: to meet base load demand and foreseeable seasonal 
swing requirements; to meet short-run peak requirements, including unforeseen supply disruptions 
(depending on technical characteristics); and, in countries with regulated storage, it can be used 
H[SOLFLWO\�IRU�VHFXULW\�RI�VXSSO\�UHDVRQV��8QGHUJURXQG�VWRUDJH�LV�PDLQO\�RSHUDWHG�RQ�D�F\FOLFDO�EDVLV�
as base load to adapt to foreseen yearly seasonal demand, but all storage installations can react to 
price changes, depending on their technical characteristics and on the availability of a transparent 
wholesale price reference in the market concerned. 

459 The annual gas storage cycle generally involves larger injection values and increasing storage levels 
during the spring and summer months in order to cover higher autumn-winter demand when gas is 
withdrawn. Storage gas is therefore not a primary source of gas supply, but because it allows the 
consumption of gas supplied in the summer months to be deferred, in effect it increases available 
gas supply over peak demand periods. Therefore, the availability of gas storage improves the liquid-
ity of the gas market, potentially putting downward pressure on gas prices during these months. 

316 However, Dutch production will be reduced in the coming years following the government decision to cut production by about a 
quarter, given the link between gas drilling and the increase in earthquakes in the region.

317� $�PDS�VKRZLQJ�WKH�ORFDWLRQ��WHFKQLFDO�FKDUDFWHULVWLFV�DQG�W\SH�RI�JDV�VWRUDJH�DFURVV�WKH�(8�LV�DYDLODEOH�RQ�*DV�,QIUDVWUXFWXUH�
Europe’s website. See: http://www.gie.eu/index.php/maps-data/gse-storage-map.
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460 7KH�FRUUHODWLRQ�EHWZHHQ�GHPDQG�DQG�JDV�VWRUDJH�ZLWKGUDZDOV�LV�FRQ¿UPHG�LQ�)LJXUH����ZKLFK�FRP-
pares monthly gas demand with monthly gas storage withdrawals over the period October 2010 to 
March 2014. The data shows that storage withdrawals are highest during the winter peak demand 
months, i.e. December, January, February, and in the case of winter 2012/13, March, and lowest 
during the summer months. However, in recent years, storage stock levels and utilisation rates have 
VKRZQ�VLJQL¿FDQW�YDULDWLRQ��WKH�VWRFN�OHYHO�DW�WKH�HQG�RI�ZLQWHU���������ZDV�VLJQL¿FDQWO\�ORZHU�WKDQ�LQ�
the preceding two years318, while in winter 2013/14, gas storage withdrawal volume was much lower 
than in the preceding three years. 

461 Decision making about the extent to which storage is used is based on a mix of economic, commer-
cial and regulatory considerations. On the supply side, factors which can affect gas storage injection 
include: mandatory storage obligations at MS level, forward gas supply contracts held by gas stor-
age users, storage capacity charges, transmission network tariffs319 for putting gas into storage, as 
well as forecast winter-summer320 gas price spreads. On the demand side, factors which can affect 
gas storage withdrawal include: regulation of gas storage prices at MS level, long-term gas storage 
contracts and the terms and conditions for the use of those contracts, transmission network tariffs for 
withdrawing gas from storage, the level of gas demand generally and the price of storage gas relative 
to spot prices and prompt prices. The balance between the factors affecting gas storage utilisation 
YDULHV�EHWZHHQ�06V��WKHUHIRUH��VSHFL¿F�JDV�VWRUDJH�XWLOLVDWLRQ�UDWHV�DW�D�06�OHYHO�FDQ�EH�IXOO\�XQGHU-
stood only within this context.

318� &RQFHUQ�DERXW�WKH�ORZ�HQG�RI�VHDVRQ�VWRFN�OHYHO�IRU�ZLQWHU���������ZDV�LGHQWL¿HG�E\�&((5�LQ�LWV�1RYHPEHU������LQWHULP�UHSRUW�
on ‘Changing storage usage and effects on security of supply’.

319 A transmission network tariff is usually paid to put gas into storage (exit capacity charge) and to take it out again (entry capacity 
charge). Different methodologies for calculating transmission tariffs for gas storage are currently used among MSs. In some 
MSs, tariffs for accessing gas in storage are discounted, while in others they are not. To harmonise the principles applying 
WR� WKH�VHWWLQJ�RI�VWRUDJH� WDULIIV�� WKH�$JHQF\�PDGH�VSHFL¿F�SURYLVLRQ� IRU�VWRUDJH� LQ� LWV�)UDPHZRUN�*XLGHOLQHV�RQ�KDUPRQLVHG�
WUDQVPLVVLRQ�WDULII�VWUXFWXUHV��7KH�)*�VSHFL¿HV�WKDW�LQ�VHWWLQJ�RU�DSSURYLQJ�JDV�VWRUDJH�WDULIIV��15$V�VKRXOG�FRQVLGHU��DPRQJ�
RWKHU�WKLQJV��WKH�HFRQRPLF�EHQH¿WV�WKDW�VWRUDJH�PD\�SURYLGH�WR�WKH�WUDQVPLVVLRQ�V\VWHP��7KH�1HWZRUN�&RGH�RQ�WUDQVPLVVLRQ�
tariffs is under development by ENTSOG.

320 The winter-summer gas price spread at a given hub can be calculated as the difference between the average price for a given 
gas supply contract at that hub over the months October to March and the average price of the same contract over the months 
April to September. Where the price spread is expected to be low, the attractiveness of holding gas in storage is reduced 
because, all other things being equal, the margin between the price at which the gas can be sold at market (in winter) and the 
price paid for it (in summer) is reduced. Similarly, where an anticipated winter-summer spread does not materialise, demand for 
gas in storage is also reduced because the price saving in buying storage gas instead of at the hub is reduced.
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)LJXUH������ (8����*DV�GHPDQG�YHUVXV�JDV�VWRUDJH�ZLWKGUDZDO�±�����±������*:K�

 

Source: Eurostat, Gas Infrastructure Europe (2014)

462 In theory, factors such as regulated storage obligations and the level of transmission network tariffs 
YDU\�WKH�OHDVW�IURP�\HDU�WR�\HDU��WKHUHIRUH�WKH\�ZRXOG�QRW�EH�H[SHFWHG�WR�H[SODLQ�(8����DJJUHJDWH�
year-on-year gas storage changes. The materiality of commodity prices relative to other factors in 
WKH�JDV�VWRUDJH�YDOXH�FKDLQ�VXJJHVWV�WKDW�WKH�ZLQWHU�VXPPHU�JDV�SULFH�VSUHDG�KDV�D�VWURQJ�LQÀX-
ence on aggregate gas storage utilisation. The section below investigates the relationship between 
recent trends in gas storage utilisation, gas demand, and a sample of aggregate winter-summer price 
VSUHDGV�DW�WKH�PDLQ�(8�KXEV��
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Understanding recent trends in gas storage utilisation

463 Gas injected into storage is likely to be supplied on a variety of short- and medium-term contracts. 
In turn, gas withdrawn from storage competes against a variety of short- and medium-term gas price 
FRQWUDFWV��)LJXUH����FRPSDUHV�VHDVRQDO�DYHUDJH�GD\�DKHDG�JDV�SULFHV� IRU� WKH�PDLQ�(8�KXEV321, 
seasonal average ‘season plus one’322 gas prices for a selection323�RI�WKH�PDLQ�(8�KXEV�DQG�(8�VHD-
sonal demand over the period October 2010 to March 2014. A ‘season plus one’ contract and other 
medium-term gas price contracts allow gas users to hedge the risk of day-ahead gas price volatility. 
Comparing ‘season plus one’ prices alongside day-ahead prices allows some of the hedging effect 
to be factored into the analysis.

)LJXUH������ (8����VHDVRQDO�GHPDQG�DQG�DYHUDJH�VHDVRQDO�GD\�DKHDG�SULFHV�IRU�WKH�PDLQ�KXEV�LQ�(XURSH�
±�����±������*:K�DQG�HXURV�0:K��

 

Source: Eurostat, Platts (2014) and ACER calculations

464 7KH� FRPSDULVRQ� VKRZV� VLJQL¿FDQW� YDULDWLRQ� ERWK� DFURVV� ZLQWHU� VHDVRQDO� GHPDQG� DQG� EHWZHHQ�
prices. However, although average seasonal prices increased over the period, the winter-summer 
spread (calculated as the difference between the average winter price and the preceding summer 
price) of both day-ahead and season plus one prices shows a downward trend. The same is true for 
winter demand. For winter 2013/14, the winter-summer average seasonal day-ahead price spread 
ZDV�������HXURV�0:K�������±������LQ�)LJXUH�����PHDQLQJ�WKDW�JDV�ZDV�DFWXDOO\�PRUH�H[SHQVLYH�
in the summer. Clearly lower winter demand, as a consequence of warmer temperatures in winter 
2013/14 compared to winter 2012/13 contributed to this negative spread, but given that summer 
2013 demand was still lower than winter 2013/14 demand, more benign supply conditions must have 

321� $XVWULD��&(*+�973���WKH�1HWKHUODQGV��77)���,WDO\��369���)UDQFH��3(*���*HUPDQ\��*DVSRRO�DQG�1HW�&RQQHFW�*HUPDQ\���8.�
(NBP); and Belgium (Zeebrugge).

322 A ‘season plus one’ contract is a contract to take gas at a given price for each day of the season ahead. The average ‘season 
plus one’ price for winter 2012/13 is the average of the prices paid for that contract on each day of the period 1 April to 30 
September 2012.

323� )UDQFH�3(*��*HUPDQ\�*DVSRRO��DQG�1HW�&RQQHFW�*HUPDQ\��8.�1%3��DQG�%HOJLXP�=HHEUXJJH��'DWD� IRU�)UDQFH�3(*�DQG�
German Gaspool was available from September 2011 only. Season plus one data was not available for Austria CEGH VTP, the 
Netherlands TTF or Italy PSV.
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been the key driver. For seasonal average ‘season plus one’ prices, the effective winter-summer 
spread fell from 5.94 euros/MWh in winter 2010/11 down to 0.72 euros/MWh in winter 2013/14.

465 The data in Figure 81, considered together with the data in Figure 82, suggest a strong relationship 
between demand and the winter-summer price spread, and between the winter-summer spread and 
gas storage withdrawal volumes. The lowest and the highest demand seasons and winter-summer 
spreads are coincident (winter 2013/14 and winter 2010/11 respectively). Furthermore, when de-
mand increased in winter 2012/13, so too did the average seasonal day-ahead gas price spread. 
Given that price spreads are a function of average gas prices, and that gas prices are determined 
when supply meets demand, this relationship is not surprising. Assuming that supply conditions are 
stable, reduced winter demand is likely to put downward pressure on winter gas prices, thus lowering 
the winter-summer price spread. Nevertheless, the data provide an important indication that if winter 
demand increases, the winter-summer spread is also likely to increase.

466 A strong relationship between winter-summer gas price spreads and gas storage withdrawals is also 
suggested by the fact that the year (2013/14) when the winter-summer gas price spread was the low-
est coincided with the year when gas storage withdrawal volumes were the lowest, and by the fact 
that in 2012/13, when the day-ahead gas price spreads increased, so too did the total volume of gas 
storage withdrawals. However, it is important to note that gas storage withdrawal volumes are also 
likely to be a function of gas storage stock levels and gas storage injection volumes in the preced-
LQJ�VHDVRQ��)LJXUH����FRPSDUHV�HQG�RI�VHDVRQ�(8�JDV�VWRUDJH�VWRFN�OHYHOV�DJDLQVW�DJJUHJDWH�(8�
gas storage seasonal injection volumes. The data shows a much lower end-of-season stock level for 
winter 2012/13 than for the other years in the series. 

)LJXUH������ *DV�VWRUDJH�VHDVRQDO�LQMHFWLRQ�YHUVXV�HQG�RI�VHDVRQ�DJJUHJDWH�VWRFN�OHYHO�±�VXPPHU������WR�
winter 2013/14 (mcm)

 

Source: Gas Infrastructure Europe (2014) and ACER calculations
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467 7KH�¿JXUH�VKRZV�D�GLIIHUHQFH�LQ�HQG�RI�VHDVRQ�VWRFN�OHYHOV�EHWZHHQ�ZLQWHUV���������DQG���������
and a difference between the preceding summer seasonal injection volumes for both years. The sea-
sonal injection volume for summer 2013 was much higher (24%) than for summer 2012, while gas 
storage withdrawals during winter 2013/14 were much lower (35%) than winter 2012/13.

468 Developments in winter-summer gas price spreads could also help explain trends in gas storage in-
jection volumes and, therefore, in conjunction with withdrawal volumes, end-of-season stock levels. 
Average seasonal day-ahead hub prices in summer 2012 were slightly higher than in winter 2011/12. 
7KLV� UHODWLYH�ÀDW�OLQLQJ�RI�GD\�DKHDG�KXE�SULFHV�GXULQJ������PD\�KDYH� ORZHUHG�H[SHFWDWLRQV�RI�D�
VLJQL¿FDQW�ZLQWHU�VXPPHU�VSUHDG�IRU�ZLQWHU����������ZKLFK�PD\�KDYH�GLVFRXUDJHG�KLJK�JDV�VWRUDJH�
injection volumes. In fact, the winter-summer day-ahead gas price spread for winter 2012/13 turned 
out to be higher than the preceding year. This, in combination with higher than expected demand in 
March 2013, is likely to have led to the withdrawal of the observed volumes and the consequential 
lower than average end-of-season stock level.

469 At the end of winter 2012/13, low end-of-season stock levels raised concern in some quarters re-
JDUGLQJ�WKH�DGHTXDF\�RI�(8�JDV�VWRUDJH�VWRFNV��7KH�HQG�RI�VHDVRQ�VWRFN�OHYHO�IRU�ZLQWHU���������
returned to the levels seen in winters 2010/11 and 2011/12, allaying these concerns, at least in the 
short term. This year, the most obvious question in respect of gas storage is whether the much lower 
withdrawal volumes in winter 2013/14 are likely to lead to a trend in favour of lower storage utilisation. 

470 The data presented in this chapter would suggest that the answer to this will largely be a function of 
IXWXUH�WUHQGV�LQ�ZLQWHU�VXPPHU�KXE�SULFH�VSUHDGV��,I�ZLQWHU�GHPDQG�UHWXUQV�WR�KLJKHU�OHYHOV��RU�LI�(8�
JDV�ZLQWHU�VXSSO\�FRQGLWLRQV�DUH�WLJKWHU�WKDQ�LQ����������LW�LV�SRVVLEOH�WKDW�DJJUHJDWH�(8�ZLQWHU�KXE�
prices will rise to the extent that storage gas becomes competitive, and gas storage injection and 
withdrawal volumes increase. 

471 If the low winter-summer hub price spread trends endure, it is likely that gas storage utilisation rates 
will remain relatively low. If a higher winter-summer spread develops, as in 2012/13, it is likely that 
storage utilisation will respond. If lower spreads are a consequence of relatively benign supply condi-
tions, then it is unlikely to present a short-term security of supply risk. If it is more as a consequence 
of subdued aggregate winter demand, security of supply concerns could arise as a result of demand-
side shocks. Demand data for winter 2014/15 will provide more evidence to test this hypothesis, but 
it is important to note that although storage injection volumes in summer 2012 were low, and in March 
�����GHPDQG�ZDV�KLJKHU�WKDQ�H[SHFWHG��DW�DQ�DJJUHJDWH�OHYHO�WKHUH�ZDV�VXI¿FLHQW�JDV�LQ�VWRUDJH�WR�
serve demand with a margin to spare.

472 $V�LQGLFDWHG�DERYH��D�QXPEHU�RI�IDFWRUV�DIIHFW�VSHFL¿F�JDV�VWRUDJH�XWLOLVDWLRQ�UDWHV��+RZHYHU��JLYHQ�
the importance of the winter-summer spread to the economics of gas storage, if winter-summer hub 
price spread reductions endure, the incentive to invest in new or existing gas storage facilities could 
be reduced. In its interim report on Changing Storage usage and effects on security of supply, CEER 
LQGLFDWHG�WKDW� WKHUH� LV�FXUUHQWO\�VXI¿FLHQW�JDV�VWRUDJH�FDSDFLW\�WR�PHHW�GHPDQG��+RZHYHU�� LQYHVW-
ment lead times for delivering new gas storage capacity may not be able to anticipate an unexpected 
LQFUHDVH� LQ�JDV�VWRUDJH�GHPDQG�� WKHUHIRUH�� WKH�PRQLWRULQJ�RI�DJJUHJDWH�(8�JDV�VWRUDJH�FDSDFLW\�
trends would seem appropriate for security of supply reasons. 
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4.4.3 Cross-border transportation tariffs 

473 &URVV�ERUGHU�,3V�WUDQVPLVVLRQ�WDULIIV�YDU\�DFURVV�WKH�(8��7KH�WDULII�OHYHO�DW�D�JLYHQ�,3�LV�D�IXQFWLRQ�
of the regulated revenues the TSO is allowed to collect (as determined by the NRA), technical fac-
tors324, and the cost allocation methodology used to determine the proportion of the regulated rev-
enue payable at each point on the network. Differences of approach are not necessarily problematic 
where tariffs derive from an objective and transparent methodology, although inconsistent tariff struc-
tures across Member States result in more complexity for cross-border transmission network users. 

474 )URP�D�XVHU¶V�SHUVSHFWLYH��WDULIIV�VKRXOG�UHÀHFW�WKH�FRVW�LQFXUUHG�LQ�SURYLGLQJ�WKH�VSHFL¿F�WUDQVPLV-
sion service in such a way that cross-subsidies between users are minimised. From a regulatory per-
spective, tariffs are set325�VR�WKDW�DQ�HI¿FLHQW�762�ZLOO�UHFRYHU�LWV�FRVWV��+RZHYHU��ZKHUH�WDULII�VWUXF-
WXUHV�ODFN�REMHFWLYLW\�RU�GR�QRW�UHÀHFW�V\VWHP�FRVWV��WKLV�FDQ�OHDG�WR�GLVFULPLQDWLRQ��LQHI¿FLHQW�XVH�RI�
WKH�WUDQVPLVVLRQ�QHWZRUN��DQG�SRWHQWLDOO\�LQHI¿FLHQW�JDV�ÀRZV�WR�WKH�GHWULPHQW�RI�WKH�LQWHUQDO�PDUNHW��

475 7KLV�\HDU��WKH�$JHQF\�DQG�&((5�DJDLQ�FROOHFWHG�WKH�(8����FURVV�ERUGHU�WDULII�LQIRUPDWLRQ�SXEOLVKHG�
by TSOs in order to identify variations in entry and exit transmission tariffs. While it is not within the 
scope of this report to make judgements about the structure of tariffs, it is apparent that pronounced 
differences326�H[LVW�LQ�WHUPV�RI�WDULII�PDJQLWXGHV�DW�(8�ERUGHUV��DQG�VRPHWLPHV�ZLWKLQ�FRXQWULHV�ZKHQ�
multiple domestic zones are present. 

324 Factors such as the geographical and topological characteristics of the network, the extension of the system, the terrain, climate, 
and general macro-economic conditions affecting investment costs; the initial investment cost, the age of the network, and the 
depreciation regime; NRAs/TSOs tariff-setting methodologies and TSOs cost allocation strategies and rules or demand and 
supply characteristics.

325 The core features and parameters when setting tariff structures are: the tariff setting period, the capacity/commodity split, 
the entry/exit split, the cost allocation methodology, the reference price, the revenue reconciliation mechanism, the reserve 
SULFH��SURGXFW�PXOWLSOLHUV��VHDVRQDO�IDFWRUV�DQG��¿QDOO\��WKH�SD\DEOH�SULFHV��6HH�WKH�$&(5�MXVWL¿FDWLRQ�GRFXPHQW�RQ�WKH�SROLF\�
options ‘Framework Guidelines on rules regarding harmonised transmission tariff structures’: http://www.acer.europa.eu/Gas/
)UDPHZRUN���JXLGHOLQHVBDQGBQHWZRUN���FRGHV�'RFXPHQWV�-XVWL¿FDWLRQ���GRFXPHQW���3ROLF\���2SWLRQV���IRU���
Harmonised%20Transmission%20Tariff%20Structures.pdf.

326 Again, these differences may be explained by the applied cost allocation methodologies and the technical factors of the network 
DQG�GR�QRW�QHFHVVDULO\�PHDQ�WKDW�UHVXOWLQJ�WDULIIV�DUH�LQHI¿FLHQW�RU�GR�QRW�UHÀHFW�FRVWV�
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At those cross-border points featuring more than one IP – but with 
dissimilar tariffs – a single charge per border was estimated as the 
ZHLJKWHG�DYHUDJH�RI�FKDUJHV�DFFRUGLQJ�WR�RIIHUHG�FDSDFLW\�SHU�,3�DQG�RU�
distinct TSO. 

)RU�H[DPSOH��FURVV�ERUGHU�ÀRZV�LQ�*HUPDQ\�FDQ�DWWUDFW�GLIIHUHQW�FKDUJHV��
GHSHQGLQJ�RQ�WKH�,3�DQG�RU�762�DW�WKH�VDPH�,3��,Q�*HUPDQ\��FURVV�
ERUGHU�WDULII�UDQJHV�IRU�WKH�DVVXPHG��*:

K�GD\�\HDU�ÀRZ�PD\�YDU\�DV�
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��'(�WR�&=���������
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���1:

�WR�'(���������
³'(´�DERYH�LV�XVHG�WR�UHIHU�WR�ÀRZV�WR�IURP�*HUPDQ\��DOWKRXJK�DFWXDO�
ÀRZV�JR�WR�DQG�IURP�HLWKHU�*HUPDQ�GRPHVWLF�]RQH��1&*�RU�*$6322/���
See details on the German market zone to which each cross-border IP 
FRQQHFWV�KHUH��KWWS���ZZZ�HQWVRJ�HX�PDSV�WUDQVPLVVLRQ�FDSDFLW\�PDS�

���5DQJH�RI�PLQ�PD[�(�(�FKDUJHV�WR�ÀRZ�JDV�
EHWZHHQ�762�]RQHV�LQ�*HUPDQ\�

���1RUWK�WR�6RXWK�6RXWK�WR�1RUWK��VLQJOH�(�(�SD\PHQW�

%HWZHHQ�7,*)���*57JD]�6XG�]RQHV��(QWU\�DQG�([LW�SD\PHQWV�

15 Transit charges, independent of transmission charges.

&KDUJHV�IRU�VLPXODWHG�ÀRZV�ZHUH�HVWLPDWHG�RQ�WKH�EDVLV�RI�\HDUO\�
FRQWUDFW�GXUDWLRQ��XVLQJ�XQLWV�RI�PHDVXUHPHQW�SXEOLVKHG�E\�762V��
In those cases where tariff units of measurement were not published 
RQ�D�\HDUO\�EDVLV��D�GLUHFW�FRQYHUVLRQ�ZDV�SHUIRUPHG��$W�VRPH�
,3V��GLIIHUHQW�WDULIIV�FRXOG�DSSO\�WR�GLIIHUHQW�FDSDFLW\�FRQWUDFWLQJ�
SHULRGV��EXW�WKLV�ZDV�QRW�FRQVLGHUHG�LQ�WKLV�\HDU¶V�H[HUFLVH��
More details can be found in the Annex on EU27 IP tariffs.
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476 When cross-border transmission tariffs are higher than wholesale market price spreads across bor-
der zones, there is in principle no economic incentive to trade gas between those zones, since the 
WKHRUHWLFDO�SUR¿W�RI�WKH�WUDGH�ZRXOG�QRW�FRPSHQVDWH�WKH�FDSDFLW\�SD\PHQWV��:KHUH�WDULIIV�GHULYH�IURP�
DQ�REMHFWLYH�DQG�FRVW�UHÀHFWLYH�FRVW�DOORFDWLRQ�PHWKRGRORJ\��WKLV�FRXOG�EH�VDLG�WR�DSSO\�DQ�HI¿FLHQW�
FRQVWUDLQW��WR�WKH�H[WHQW�WKDW�WDULIIV�UHSUHVHQW�WKH�V\VWHP�FRVWV�LQFXUUHG�LQ�DOORZLQJ�WKH�JDV�WR�ÀRZ��
Where this is not the case, transmission tariffs can be said to negatively affect wholesale market 
integration. 

477 As transmission capacity between zones has a cost, and must be paid for, arguably327 the value of 
transmission tariffs constitute a barrier to full price convergence which should not be eliminated. 
Moreover, the fact that in a growing number of cases the value of transmission tariffs is higher than 
wholesale market price spreads may be another indicator that a high degree of price convergence 
(see Figure 72) has already been achieved. 

478 Situations in which transmission charges are above price spreads328 are increasingly frequent in new, 
as prices increasingly converge, because they are highly interconnected, feature liquid organised 
gas markets and generally apply capacity allocation mechanisms in accordance with the CAM NCs 
provisions329. Trade at these IPs may favour higher volumes, as the margins are becoming lower. 

Figure 85:  Number of days in 2013 during which transmission charges were above NWE hubs day-ahead 
price spreads 

 

Source: Platts, ENTSOG (2014) and ACER calculations

Note: Calculations do not include VAT. Charges in exempted BBL and Interconnector IPs were not considered.

327� &RQVLGHULQJ�RQO\�WZR�]RQHV�ZLWK�WZR�GLIIHUHQWLDWHG�ZKROHVDOH�SULFHV�±�UHVXOWLQJ�RQ�WKH�]RQHV�GHPDQG�VXSSO\�IXQGDPHQWDOV�±�DQG�
a unique cross-border transmission capacity product with a single, fairly calculated charge.

328� $W�OHDVW�DPRQJ�KXEV¶�SULFH�UHIHUHQFHV��3HUKDSV�QRW�VR�DSSOLFDEOH�WR�RYHUDOO�06V�ZKROHVDOH�SULFH�IRUPDWLRQ��DOVR�LQÀXHQFHG�E\�
LT contract prices.

329 For example, BNetza 2014 Annual Report (page 143) signalling the higher price convergence over the course of 2013 
among German NCG and Gaspool hubs with Dutch TTF, see: http://www.bundesnetzagentur.de/SharedDocs/Downloads/
DE/Allgemeines/Bundesnetzagentur/Publikationen/Berichte/2014/140506Jahresbericht2013NichtBarrierefrei.pdf?__
blob=publicationFile&v=2. 
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479 In some cases, cost allocation methodologies may result in transmission charges, which, as a result 
of the way in which certain categories of users are grouped, appear to favour one category or user 
RU�ÀRZ�GLUHFWLRQ�RYHU�DQRWKHU��:KHUH�WKLV�GRHV�QRW�UHÀHFW�FRVWV��WKH�HIIHFW�FRXOG�EH�WKH�VXEVLGLVD-
tion of one category of user by another (domestic versus cross-border, or entry versus exit users, for 
H[DPSOH���7UDQVPLVVLRQ�WDULII�FURVV�VXEVLGLHV�FDQ�OHDG�WR�WKH�LQHI¿FLHQW�XVH�RI�WUDQVPLVVLRQ�QHWZRUNV�
DQG��DV�LQGLFDWHG�DERYH��FDQ�FDXVH�LQHI¿FLHQW�FURVV�ERUGHU�JDV�WUDGHV��

480 7R�KDUPRQLVH� WKH�DSSURDFK� WR� WUDQVPLVVLRQ� WDULII�VHWWLQJ�DFURVV� WKH�(8�� WKH�$JHQF\�SXEOLVKHG� LWV�
framework guidelines on rules regarding harmonised transmission tariff structures330 in November 
2013. The FGs provides a set of harmonised rules which have transparency; non-discrimination, 
FRVW�UHÀHFWLYLW\�DQG�WDULII�VWDELOLW\�DW�WKHLU�FRUH��7KH�DVVHVVPHQW�RI�SROLF\�RSWLRQV331 accompanying 
WKH� IUDPHZRUN�JXLGHOLQHV�SURYLGHG�VRPH�H[DPSOHV�RI�KRZ�¿QDO� WDULIIV�PD\�YDU\�DFFRUGLQJ� WR� WKH�
application of one of the four332 cost allocation methodologies permitted under the FGs, but the full 
impact on the level of cross-border transmission tariffs will not be known until the full development 
and implementation of the network code has been achieved. 

481 7KHUHIRUH��WKH�$JHQF\�DQG�&((5�HQFRXUDJH�WLPHO\�DQG�HI¿FLHQW�LPSOHPHQWDWLRQ�RI�WKH�IXWXUH�1&�RQ�
tariffs333��7KH�$JHQF\�DQG�&((5�ZRXOG�DOVR�¿QG�LW�EHQH¿FLDO�LI�WKH�LQGXVWU\�GHYHORSHG�QHWZRUN�DFFHVV�
tariff comparisons, especially in Central-East and South-East Europe, where tariff comparisons (or 
even the availability of data) have been lacking so far. Such comparisons exist in electricity and other 
network industries. The Agency and CEER encourage ENTSOG to work together with individual 
TSOs to make price and, possibly, underlying cost benchmarking possible in the near future.

330 See: http://www.acer.europa.eu/Gas/Framework%20guidelines_and_network%20codes/Documents/outcome%20of%20
BoR27-5%201_FG-GasTariffs_for_publication_clean.pdf.

331 See: http://www.acer.europa.eu/Media/News/Pages/ACER-assesses-policy-options-for-harmonised-transmission-tariff-
structures-in-the-gas-sector.aspx.

332 Postage stamp; Capacity-weighted distance; Distance to the virtual point; Matrix. See footnote above.
333 In November 2013 the Agency submitted framework guidelines on harmonised transmission tariff structures to the Commission. 

The network code on harmonised transmission tariff is under development by ENTSOG.
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4.5 Conclusions and Recommendations 

482 This Chapter demonstrates that progress continues to be made towards the integration of the inter-
QDO�JDV�ZKROHVDOH�PDUNHW��3ULFH�FRQYHUJHQFH�EHWZHHQ�06V�±�DQ�LPSRUWDQW�PHDVXUH�RI�WKH�H[WHQW�RI�
PDUNHW�LQWHJUDWLRQ�±�KDV�LQFUHDVHG��SULQFLSDOO\�DV�D�UHVXOW�RI�LQFUHDVHG�SULFH�FRPSHWLWLRQ�OHDGLQJ�WR�
more long-term contract renegotiations. 

483 'XULQJ�������WKH�VXSSO\�RI�5XVVLDQ�JDV�WR�WKH�(8�LQFUHDVHG�VLJQL¿FDQWO\��7KH�PDLQ�GULYHUV�RI�WKLV�
development were the increased willingness of Gazprom to renegotiate the pricing of its supplies, the 
QHHG�WR�UHSOHQLVK�(8�JDV�VWRUDJH�VWRFNV�DIWHU�WKH�ORZ�VWRFN�OHYHOV�UHDFKHG�DW�WKH�HQG�RI�WKH�ZLQWHU��
DQG�WKH�VLJQL¿FDQW�ULVH�LQ�*HUPDQ�JDV�GHPDQG��5XVVLDQ�H[SRUWV�ZHUH�DOVR�VXSSRUWHG�E\�D�GLVUXS-
WLRQ�RI�1RUZHJLDQ�ÀRZV�GXULQJ�WKH�VXPPHU��DQG�E\�WKH�GHFOLQH�LQ�/1*�LPSRUWV��6HYHUDO�&HQWUDO�(DVW�
European countries are striving to diversify their gas sources in order to lower their dependency 
on Russian gas, and have been looking to Western Europe’s spot markets as alternative sources. 
/DUJHU�FRXQWHU�ÀRZV�IURP�*HUPDQ\�DQG�$XVWULD�WR�WKH�&]HFK�5HSXEOLF��3RODQG�DQG�6ORYDNLD�ZHUH�
REVHUYHG��7KHVH�FRPPHUFLDO�FRXQWHU�ÀRZV�DUH�H[SHFWHG�WR�LQFUHDVH�LQ�WKH�IXWXUH��JLYHQ�WKH�SUR¿W-
able price spreads and the on-going procedures, driven by security of supply concerns, to enable or 
HQODUJH�EL�GLUHFWLRQDO�FDSDFLWLHV��)ORZV�IURP�3RODQG�DQG�+XQJDU\�WR�8NUDLQH�ZHUH�DOVR�UHJLVWHUHG��DV�
8NUDLQH�IDFHV�KLJK�SULFHV�RI�5XVVLDQ�JDV�DQG�LV�VHHNLQJ�DOWHUQDWLYH�VXSSOLHV�IURP�FHQWUDO�(XURSHDQ�
hubs. 

484 'HVSLWH�VLJQL¿FDQW�DGYDQFHV��EDUULHUV� WR� IXOO�PDUNHW� LQWHJUDWLRQ� UHPDLQ�� LQFOXGLQJ�� ODFN�RI� OLTXLGLW\�
in many wholesale markets (ten MSs rely on a single country of origin for more than 75% of their 
supply); lack of transparency in wholesale price formation; the lack of adequate gas transportation 
infrastructure and the presence of long-term commitments for gas supply. These barriers and their 
LPSOLFDWLRQV�ZHUH�LGHQWL¿HG�LQ�WKH������005�UHSRUW334, and their presence continues in 2013, albeit 
to a varying extent in different regions.

485 The bundled allocation of IPs capacities, the synchronised implementation of CMP mechanisms, the 
implementation of balancing provisions and the implementation of interoperability arrangements are 
advancing in the majority of MSs335. The timely adoption of these measures, along with the full trans-
position of the 3rd Package, is expected to advance the integration of the internal gas wholesale mar-
NHW��OHDGLQJ�WR�JUHDWHU�SULFH�FRQYHUJHQFH�DQG��XOWLPDWHO\��ORZHU�JDV�SULFHV�IRU�DOO�(8�JDV�FRQVXPHUV��

334 See: MMR 2012, page 229.
335 According to April 2014 estimates, CMP guidelines have been fully or partially implemented by 27 TSOs in 13 MS, regarding 

CAM, 23 TSOs from 8 MSs are active in PRISMA and 4 other MSs have launched pilot capacity allocation through auction 
projects. In regard to the Balancing NC, two MSs (Austria and the Netherlands) are fully compliant with the provisions, while four 
DUH�ZRUNLQJ�WR�LQFRUSRUDWH�WKHP�LQ�������DQG�¿YH�PRUH�DUH�H[SHFWHG�WR�GR�VR�LQ�������DFFRUGLQJ�WR�WKH�HVWDEOLVKHG�VFKHGXOH��
Interoperability and Tariffs NCs have not yet reached the comitology stage. 



202

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

5 Consumer protection and empowerment 
5.1 Introduction

486 (OHFWULFLW\�DQG�QDWXUDO�JDV�KHOS�WR�IXO¿O�EDVLF�QHHGV��LQFOXGLQJ�QXWULWLRQ��ZDUPWK�DQG�WKH�DELOLW\�WR�SDU-
ticipate in economic and social life. For this and a number of other reasons, consumers in general, and 
household consumers in particular, should be protected in order to ensure continuous access to energy 
and functioning energy (retail) markets. Otherwise, the danger persists that consumers are unduly 
denied access to energy and may become economically, socially and culturally isolated as a result. 

487 This chapter monitors household (end) consumer protection according to the provisions in the respec-
tive articles of the 3rd Package. This European legislation is also aims to provide effective energy laws 
which guarantee that the ‘voice’ of consumers is heard and taken seriously by energy companies and 
other market actors. In particular, Article 3 of the Electricity and Gas Directives336, in combination with 
$UWLFOHV��������DQG����RI�WKH�(QHUJ\�(I¿FLHQF\�'LUHFWLYH337 outline a set of measures which aim to:

�� provide essential and free information to consumers, including information on switching suppliers, 
metering and billing, their rights, current legislation and means of dispute resolution, to ensure 
their (full) participation in liberalised energy markets;

�� GH¿QH�WKH�FRQFHSW�RI�YXOQHUDEOH�FXVWRPHUV�DQG�HQVXUH�DGHTXDWH�VDIHJXDUGV�ZLWK�UHVSHFW�WR�WKHLU�
protection on Europe’s energy markets; and

�� ensure a continuous supply of energy, especially in cases of vulnerability, including people living 
in energy poverty and poverty in general.

488 While the 2012 MMR assessed the level of compliance with the provisions for consumer rights in the 
3rd�3DFNDJH��WKH������005�FORVHO\�H[SORUHV�WKH�XQGHUO\LQJ�PHFKDQLVPV�RI�KRZ�(8�ODZ�KDV�EHHQ�
WUDQVSRVHG�LQWR�QDWLRQDO�OHJLVODWLRQ�DQG��WKHUHIRUH��KRZ�WKH�QDWLRQDO�OHJDO�IUDPHZRUNV�SURWHFW�¿QDO�
KRXVHKROG�FRQVXPHUV��$�VHULHV�RI�LQGLFDWRUV�PHDVXUHV�KRZ�PDQ\�FRQVXPHUV�FXUUHQWO\�EHQH¿W�IURP�
protection under the respective provisions from the 3rd Package in each country. The topics covered 
by this year’s Consumers Protection and Empowerment chapter are as follows.

�� 8QLYHUVDO�VHUYLFH�LQ�HOHFWULFLW\��L�H��WKH�ULJKW�IRU�FRQVXPHUV�WR�EH�FRQQHFWHG�WR�WKH�HOHFWULFLW\�JULG��DV�
well as the right to be supplied with electricity at reasonable, easily and clearly comparable, trans-
parent and non-discriminatory prices. To ensure the provision of universal service, MSs may appoint 
DQ�HOHFWULFLW\�VXSSOLHU�RI�ODVW�UHVRUW��6R/5��DQG�UHVWULFW�GLVFRQQHFWLRQV�LQ�VSHFL¿F�FLUFXPVWDQFHV�

�� Likewise, MSs may appoint a gas SoLR for gas consumers who are already connected, despite 
WKH�ODFN�RI�D�XQLYHUVDO�JDV�VHUYLFH�REOLJDWLRQ�LQ�WKH�(8�OHJLVODWLRQ��$JDLQ��06V�PD\�GH¿QH�SURFH-
dures to regulate and restrict the disconnection process for non-paying gas consumers;

�� 9XOQHUDEOH�FRQVXPHUV��06V�PXVW�GH¿QH�WKH�FRQFHSW�RI�YXOQHUDEOH�FXVWRPHUV��ZKLFK�PD\�UHIHU�
to energy poverty and be associated, inter alia, with the prohibition of disconnection of electricity 
and gas supplies to such customers at critical times;

�� Consumer information: MSs shall ensure high levels of consumer protection, particularly with 
respect to transparency regarding contractual terms and conditions, general information and dis-
pute settlement mechanisms;

336 Article 3 of Directive 2009/72/EC and Article 3 of Directive 2009/73/EC.
337 Articles 10, 11 and 12 of Directive 2012/27/EC.
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�� Easy free of charge switching: MSs shall ensure that eligible customers are able, in practice, to 
switch easily to a new supplier. For household customers, this must include measures such as 
(pre-) contractual information, and, among other things, up-to-date information about applicable 
prices, tariffs and charges, and how to complain and/or settle disputes; and

�� Complaint handling and dispute settlement: MSs shall ensure that an independent mechanism 
VXFK�DV�DQ�HQHUJ\�RPEXGVPDQ�RU�D�FRQVXPHU�ERG\�LV�LQ�SODFH�LQ�RUGHU�WR�HQVXUH�HI¿FLHQW�WUHDW-
ment of complaints and out-of-court dispute settlements. Single points of contact shall provide 
consumers with all necessary information concerning their rights, current legislation and the 
means of dispute settlements.

489 In view of the above this chapter assesses: the elements of consumer protection (Section 5.2); 
consumer complaints (Section 5.3) and consumer access to information (Section 5.4). This chapter 
concludes with a recommendations section (Section 5.5). 

5.2 The elements of consumer protection

490 The need for stronger consumer rights is mentioned in the Electricity and Gas Directives. Articles 3, 
37 (electricity) and 41 (gas) and Annex 1 of these Directives particularly focus on protecting and em-
powering consumers, while assigning detailed monitoring duties and powers to NRAs. Importantly, 
“helping to ensure […] that the consumer protection measures […] are effective and enforced”338 is 
one of the duties outlined for regulatory authorities.

5.2.1 Supplier of last resort and disconnections

491 According to the Electricity Directive339, consumers have the right to be supplied with electricity of 
a certain quality within their territory at reasonable, easily and clearly comparable, transparent and 
non-discriminatory prices. To ensure that this provision of universal service is met, MSs can appoint 
a SoLR. Although the Gas Directive340 states that MSs may appoint a SoLR for customers connected 
to the gas grid, no universal gas service obligation exists. However, neither the Electricity nor the 
*DV�'LUHFWLYH�VSHFL¿HV�WKH�IXQFWLRQV�RI�D�6R/5��)RU�LQVWDQFH��WKH�6R/5�FRXOG�VWHS�LQ�WR�SURYLGH�HQ-
ergy to those consumers who have not actively chosen a supplier on the liberalised energy market. 
Alternatively, the SoLR could be called upon to supply those consumers whose current supplier fails 
to do so, becomes insolvent or in other extenuating circumstances.

492 Table 5 below presents the various functions of national SoLRs as currently implemented in MSs 
according to national legislation. Generally speaking, the SoLR obligation has been transposed into 
national legislation in all MSs with the exception of France (electricity) and Bulgaria, France, Greece 
and Slovenia (gas). The various mechanisms have various functions, which may be roughly classi-
¿HG�LQWR�WKUHH�EURDGHU�W\SHV�

�� )LUVWO\��WKH�6R/5�PD\�VXSSRUW�WKH�FRQVXPHU�LQ�WKH�FDVH�RI�SD\PHQW�GLI¿FXOWLHV��RSWLRQV�$�DQG�%�
in Table 5): for instance, in 16 countries, the electricity SoLR supports consumers if they cannot 
¿QG�D�VXSSOLHU�LQ�WKH�PDUNHW��WKH�FDVH�LQ���FRXQWULHV�LQ�JDV���,Q�DGGLWLRQ��LQ�HLJKW�FRXQWULHV��VL[�IRU�
gas), the SoLR takes over supply if a consumer is dropped by their current supplier;

338 Article 37(1)(n) of Directive 2009/72/EC and Article 41 para 1 (o) of Directive 2009/73/EC.
339 Article 3(3) of Directive 2009/72/EC.
340 Article 3(3) of Directive 2009/73/EC.
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�� Secondly, the SoLR mechanism may cover cases of supplier failure, e.g. bankruptcy or license 
revocation (options C, D, and E). As can be seen in Table 5, this is the main function of the SoLR 
for both electricity and gas across most MSs; and

�� Thirdly, the SoLR can be seen as supporting inactive consumers (options F, G, and H), i.e. con-
sumers who have not actively chosen a supplier following market opening, when moving house 
or after any temporary contract expires. While in some countries a so-called default supplier takes 
over in this case (e.g. Germany, Poland), this nevertheless covers an important consumer protec-
tion mechanism, which is covered here under the SoLR terminology as well.

493 It should be noted that customer supports may fall under a MS’s broader (than energy) social protec-
WLRQ�DQG�VRFLDO�VHFXULW\�PHFKDQLVPV�UDWKHU�WKDQ�VSHFL¿F�SURYLVLRQV�ZLWKLQ�WKH�HQHUJ\�PDUNHW��VXFK�
as those provided by the Supplier of Last Resort or default supplier. For example, a previous status 
UHYLHZ�SXEOLVKHG�LQ������E\�&((5�RQ�WKH�GH¿QLWLRQV�RI�YXOQHUDEOH�FXVWRPHU��GHIDXOW�VXSSOLHU�DQG�
supplier of last resort (E09-CEM-26-04) found that: “Almost all countries have support systems, not 
VSHFL¿F�WR�WKH�HQHUJ\�VHFWRU��IRU�FXVWRPHUV�RQ�ORZ�LQFRPH�RU�¿QDQFLDOO\�ZHDN�FXVWRPHUV��7KH�VXS-
SRUW�V\VWHPV�PDLQO\�FRQVLVW�RI�¿QDQFLDO�VXSSRUW�VXFK�DV�VRFLDO�DOORZDQFHV´�

7DEOH����� )XQFWLRQV�RI�WKH�VXSSOLHU�RI�ODVW�UHVRUW�LQ�06V�±�����

# Countries 
Electricity # Countries Gas

A. ,I�D�¿QDO�KRXVHKROG�FXVWRPHU�GRHV�QRW�¿QG�D�VXSSOLHU�RQ�WKH�PDUNHW��QR�HQHUJ\�VXSSOLHU�LV�
willing to sign a contract with the customer) 15 8

B. ,I�D�¿QDO�KRXVHKROG�FXVWRPHU�LV�GURSSHG�E\�LWV�FXUUHQW�VXSSOLHU�EHFDXVH�RI�QRQ�SD\PHQW� 7 5

C. 7KH�FXUUHQW�VXSSOLHU�RI�WKH�¿QDO�KRXVHKROG�FXVWRPHU�KDV�JRQH�EDQNUXSW�DQG�LV�QR�ORQJHU�
doing business 26 17

D. The license of the current supplier has been revoked 20 16
E. The license of the DSO has been revoked 4 2
F. ,I�D�¿QDO�KRXVHKROG�FXVWRPHU�GRHV�QRW�FKRRVH�D�VXSSOLHU�ZKHQ�PRYLQJ�KRPH� 10 6
G. ,I�D�¿QDO�KRXVHKROG�FXVWRPHU�GRHV�QRW�FKRRVH�D�VXSSOLHU�DW�PDUNHW�RSHQLQJ� 12 8
H. ,I�D�¿[�WHUP�VXSSO\�FRQWUDFW�H[SLUHV� 9 6
I. 7KHUH�LV�QR�VXSSOLHU�RI�ODVW�UHVRUW�LQ�WKH�FRXQWU\� 1 4

Source: CEER Database, National Indicators (2014)

1RWH�����MXULVGLFWLRQV�FRYHUHG��7KH�TXHVWLRQ�WKDW�ZDV�SRVHG��³,Q�ZKDW�FLUFXPVWDQFHV�PD\�¿QDO�KRXVHKROG�FXVWRPHUV�WXUQ�WR�WKH�³VXS-
plier of last resort” to ensure their continuous energy supply? Multiple answers possible.”

494 ,Q�PRVW�06V��WKH�6R/5�PHFKDQLVP�IXO¿OV�PRUH�WKDQ�RQH�RI�WKH�DIRUHPHQWLRQHG�IXQFWLRQV��7DEOH���
VKRZV�WKH�FRXQWU\�VSHFL¿F�IXQFWLRQV�RI�WKH�6R/5�DFFRUGLQJ�WR�WKH�GDWD�DYDLODEOH��,Q�VRPH�FRXQWULHV�
(e.g. Cyprus and Romania), data suggests that all consumers were supplied by a SoLR, while in 
other MSs, no consumer was supplied by the SoLR in 2013, mainly due to the more limited function 
of the SoLR and/or absence of any events requiring their intervention. Due to this variability in func-
tions, the numbers of consumers supplied by the SoLR remain generally incomparable across MSs, 
since they cover a range of different situations.
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7DEOH����� 7\SHV�RI�VXSSOLHU�RI�ODVW�UHVRUW�LQ�WKH�(8�±�����

Electricity Gas

Country
Supporting 
customers 

with payment 
GLIÀFXOWLHV

Replacing failing 
supplier/DSO

Supplying 
inactive 

customers

Supporting 
customers 

with payment 
GLIÀFXOWLHV

Replacing failing 
supplier/DSO

Supplying 
inactive 

customers

Austria X X X X
Belgium X X X X
Bulgaria X X X No supplier of last resort
&\SUXV X X X Not applicable (no gas)

Czech Republic X X
Denmark X X X X X X
France No supplier of last resort
*HUPDQ\ X X X X X X
Estonia X X X X X X
Finland X X X

Great Britain X X
Greece X X No supplier of last resort
+XQJDU\ X X
Ireland X X
,WDO\ X X X X X X

Latvia X Data not available
Lithuania X X X X

Luxembourg X X X X
Malta 2QO\�RQH�VXSSOLHU�RI�HOHFWULFLW\ Not applicable (no gas)
1RUZD\ X X X Not applicable (no gas)
Poland X X X

Portugal X X X X
Romania X X X X X
Slovakia X X
Slovenia X No supplier of last resort

Spain X X X X
Sweden X X X X X

Netherlands X X

Source: CEER Database, National Indicators (2014)

495 7KH�(8�'LUHFWLYHV341 also foresee circumstances in which disconnecting consumers in case of non-
payment may be restricted. Since disconnections are in strong contrast to the right to be supplied 
with energy once connected to the grid, consumers may be disconnected only when a) there is a 
good reason; b) they have been adequately informed about the intended disconnection in advance; 
and c) they have also been informed about ways to prevent a scheduled disconnection. While the 
aforementioned Directives specify that a prohibition to disconnect a consumer may be an adequate 
means to secure the energy supply of vulnerable customers at critical times, there is no further 
detailed explanation regarding the circumstances in which disconnections may be an appropriate 
action for energy service providers to take. 

341 Directives 2009/72/EC and 2009/73/EC.
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496 Here the minimum notice (and procedural) period to disconnect a consumer from both a legal and 
practical perspective is assessed by exploring the minimum number of days from the non-payment 
of a bill or monthly instalment on its due date to the date of disconnection (days for delivery of mail 
or notice were been counted, and any action on behalf of energy companies was assumed to be im-
PHGLDWH���,W�VKRXOG�EH�QRWHG�WKDW�PDQ\�06V�KDYH�GLI¿FXOWLHV�GHWHUPLQLQJ�WKH�SUHFLVH�GXUDWLRQ�RI�WKH�
disconnection process. Therefore, the data available here should be considered with some caution; 
most NRAs provided their best estimates of the actual (in practice) duration of the process.

497 Table 7 illustrates the considerable legal differences between countries in terms of disconnection 
periods; for approximately half of the countries, the same disconnection period applies for electric-
ity and gas within the same MS. For instance, while the disconnection process must take at least 
200 days in Flanders (Belgium), consumers may be disconnected in less than a month in several 
countries, including Austria, Bulgaria, Cyprus, Great Britain, Italy, Lithuania, Portugal, Slovakia and 
Slovenia. In Estonia, the duration of the disconnection process is considerably extended in cases 
of vulnerability, e.g. from 15 to 90 days. In Norway and the Netherlands, self-binding agreements 
establish a certain minimum duration which is not legally enforceable. In some countries, different 
process durations apply for electricity and gas disconnections, with the most marked example being 
Greece, with a 70-day notice period for electricity and 15 for gas.
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Table 7:  Minimum duration (in days) for the disconnection process for non-paying consumers across 
MSs in both electricity and gas

 Duration of disconnection process in case of non-payment (in days)
Country Legal In practice
Austria 29 more than 29
Belgium ~ 200 (Flanders), 65 (Wallonia), 57 (Brussels) -
Bulgaria 101�����2 more than 101�����2

Croatia 601 601

&\SUXV 231 231

Denmark 1RW�VSHFL¿HG�LQ�ODZ1 90
Estonia ���RU���������RU���� 15 or 901����2
Finland 35 351����2
France 35 45
*HUPDQ\ 31 more than 31

Great Britain 28 80
Greece 701�����2 701�����2

+XQJDU\ 60 -
Ireland * *
,WDO\ 23 more than 23

Latvia 301 more than 301

Lithuania 15 15
Luxembourg 60 -
Netherlands ** 60
1RUZD\ **1 631

Poland 44 50
Portugal 20 20
Romania 45 45
Slovakia 10 10
Slovenia 231�����2 -

Spain 1041�����2 -
Sweden 351�����2 -

Source: CEER Database, National Indicators (2014)

Notes: 1 electricity; 2 gas; – not available; * although no days are mentioned, there is a complex procedure in place which suggests a 
duration of 30 days or longer; ** self-binding agreements in industry, not legally enforceable.

4XHVWLRQ��+RZ�PDQ\�GD\V��DW�OHDVW��GRHV�LW�WDNH�WR�GLVFRQQHFW�D�¿QDO�KRXVHKROG�FXVWRPHU�IURP�WKH�JULG�EHFDXVH�RI�QRQ�SD\PHQW�LQ�
your country?

498 Since energy service providers also have different policies concerning disconnections, which are 
not always made transparent, the actual duration of a disconnection may take considerably longer 
LQ�D�QXPEHU�RI�06V��)RU�LQVWDQFH��DFWXDO�GLVFRQQHFWLRQ�PD\�WDNH��VLJQL¿FDQWO\��ORQJHU�WKDQ�OHJDOO\�
required in Austria, France, Germany and Great Britain. However, some NRAs also point to a lack of 
data on the exact duration in practice.
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499 Finally, Figure 86 illustrates the share of consumers disconnected due to non-payment of bills in 
countries where data on disconnections are available. As can be observed, only half of the MSs’ 
NRAs are unable to provide information on the number of disconnections in electricity and gas, de-
spite their monitoring duty mentioned in both the Electricity and Gas Directives (Articles 37 para 1 
(j) and 41 para 1 (j) respectively). Disconnection rates are lowest in Great Britain (<0.1%) which in 
SDUW�UHÀHFWV�D�SROLF\�IDYRXULQJ�WKH�LQVWDOODWLRQ�RI�SUHSD\PHQW�PHWHUV�RYHU�GLVFRQQHFWLRQV�LQ�FDVHV�
of non-payment, and strong non-disconnection protections for vulnerable consumers. Meanwhile, 
disconnections reach up to 6.7% of all electricity metering points for Portuguese households in 2013. 
While disconnection rates are below 1% in Great Britain, Luxembourg, Austria, Ireland and Slovenia, 
they rise above 4% in Greece (in electricity only) and Portugal.

Figure 86:  Share of disconnections due to non-payment in % of household consumer metering points 
±�����

 

Source: CEER Database, National Indicators (2014)

1RWHV��¿JXUHV�IURP�HOHFWULFLW\�GLVFRQQHFWLRQV�LQ�$XVWULD�DUH�HVWLPDWHV��WKH�¿JXUHV�IRU�6ORYDNLD�LQFOXGH�RWKHU�UHDVRQV�IRU�GLVFRQQHFWLRQ��
%(�:� :DOORQLD�LQ�%HOJLXP��%(�)� )ODQGHUV�LQ�%HOJLXP��06V�QRW�VKRZQ�LQ�WKH�¿JXUH�ZHUH�HLWKHU�XQDEOH�WR�SURYLGH�DQ\�GDWD�RU�GR�QRW�
(yet) know the number of disconnections in 2013.

500 To conclude, the consumer provisions from the 3rd Package covering SoLR and restrictions on dis-
connections from the grid have been widely implemented in national legislation. While SoLR mecha-
nisms have been established in almost all countries, there are considerable differences in their func-
tions across MSs. The main function of current SoLR provisions can be seen in the takeover of supply 
in case of supplier failure. However, numerous MSs also foresee a SoLR to support economically 
weaker consumers, as well as inactive consumers, although this is labelled default supply in some 
countries. Having said that, it should be noted that customer supports may fall under a MS’s broader 
�WKDQ�HQHUJ\��VRFLDO�SURWHFWLRQ�DQG�VRFLDO�VHFXULW\�PHFKDQLVPV�UDWKHU�WKDQ�VSHFL¿F�SURYLVLRQV�ZLWKLQ�
the energy market; such as those provided by the Supplier of Last Resort or default supplier.
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501 As for disconnections, up to 6.7% of Portuguese electricity customers were disconnected in 2013. 
While the disconnection rates are considerably lower in other countries, no systematic differences in 
the disconnection rates between electricity and gas were detectable in the countries examined. De-
spite a monitoring duty of disconnection rates in the 3rd Package, only 13 NRAs were able to provide 
information on disconnection rates. 

502 0RVW�06V�KDYH�VSHFL¿HG�D� OHJDO�PLQLPXP�GXUDWLRQ� IRU� WKH�GLVFRQQHFWLRQ�SURFHVV� IRU�QRQ�SD\LQJ�
consumers. This period varies considerably across MSs, ranging from 10 to 200 days based on 
(estimated) data submitted by NRAs. However, there is considerably less information available on 
the actual duration of disconnection processes, as energy service providers exercise some liberty in 
GHFLGLQJ�ZKHWKHU�RU�QRW�WR�GLVFRQQHFW�WKHLU�FXVWRPHUV�LQ�WKH�¿UVW�SODFH��+HUH��15$V�DUH�OHVV�LQIRUPHG�
about the practicalities of disconnections, which may also vary within countries because of different 
FRPSDQ\�SROLFLHV��1HYHUWKHOHVV��DYDLODEOH�¿JXUHV�LQGLFDWH�WKDW�WKH�DFWXDO�GXUDWLRQ�RI�D�W\SLFDO�GLVFRQ-
nection due to non-payment may be considerably longer than legally required.

5.2.2 Vulnerable consumers

503 According to Article 3 of the Directives342, MSs must ensure that there are adequate safeguards in 
SODFH�WR�SURWHFW�YXOQHUDEOH�FXVWRPHUV�� ,Q� WKLV�FRQWH[W��HDFK�FRXQWU\�PXVW�GH¿QH�WKH�FRQFHSW�RI�D�
vulnerable customer, which may refer to energy poverty and, inter alia, to the prohibition of discon-
nection of electricity and/or gas supply to such consumers at critical times.

504 The concept of vulnerable customers refers to important information with respect to protected groups 
RI�FRQVXPHUV�DQG�VSHFL¿F�SURWHFWLRQV��:KHQ�DVVHVVLQJ�FRQVXPHU�SURWHFWLRQ�XQGHU�WKH�OHQV�RI�YXO-
QHUDELOLW\��D�¿UVW�VWHS�LV�WR�JDXJH�WKH�YDULRXV�V\VWHPV�RI�SURWHFWLRQ�RI��YXOQHUDEOH��FRQVXPHUV�DFURVV�
MSs. However, given the various approaches to social security and other protection mechanisms 
DFURVV�06V��WKH�LQWHUSUHWDWLRQ�RI�ZKDW�LW�PHDQV�WR�³GH¿QH�WKH�FRQFHSW�RI�YXOQHUDEOH�FXVWRPHUV´�KDV�
WDNHQ�GLIIHUHQW�IRUPV��2Q�WKH�RQH�KDQG��06V�PD\�GH¿QH�WKH�FRQFHSW�LQ�H[SOLFLW�WHUPV��WKDW�LV��WKH�
OHJDO�DQG�RU�UHJXODWRU\�IUDPHZRUNV�FOHDUO\�VWDWH�WKH�FULWHULD�RI�YXOQHUDELOLW\��([LVWLQJ�GH¿QLWLRQV�PD\�
rely on personal characteristics to differentiate vulnerable consumers from others, such as age, 
KHDOWK��GLVDELOLW\�VWDWXV�DQG�VR�RQ��,Q�RWKHU�FDVHV��DQ�H[SOLFLW�GH¿QLWLRQ�RI�YXOQHUDEOH�FRQVXPHUV�PD\�
UHIHU�WR�VSHFL¿F�VLWXDWLRQV��VXFK�DV�XQHPSOR\PHQW��WLPHV�RI�HFRQRPLF�FULVLV�DQG�VR�RQ�

505 On the other hand, existing legal and/or regulatory frameworks may protect such consumers in dif-
ferent ways, even without specifying vulnerability in more detail. Importantly, MSs may argue that 
WKHLU�H[LVWLQJ�HQHUJ\�VSHFL¿F��VRFLDO�RU�RWKHU�SURWHFWLRQ�PHFKDQLVPV�DOUHDG\�SURWHFW�WKHVH�JURXSV�RI�
consumers as intended in the aforementioned Directives. In such cases, the concept of vulnerable 
customers may be described as inherent to, or implicit in, existing social protection and social se-
curity mechanisms in a given country. For instance, in Austria or Germany a series of more general 
VRFLDO�VHFXULW\�PHDVXUHV�SURWHFW�VSHFL¿F�JURXSV�RI�FLWL]HQV��DOVR�FRYHULQJ�WKHLU�HQHUJ\�DIIDLUV��HYHQ�
without using the terminology of vulnerability.

506 Results indicate that in 13 out of 26 MSs for which data are available, the concept of vulnerable 
FRQVXPHUV�LV�H[SOLFLWO\�GH¿QHG��LQ�DQRWKHU����FRXQWULHV��YXOQHUDEOH�FRQVXPHUV�DUH�GH¿QHG�LPSOLFLWO\��
2QO\�WZR�15$V��/DWYLD�DQG�1RUZD\��VWDWH�WKDW�D�GH¿QLWLRQ�RI�YXOQHUDEOH�FRQVXPHUV�LV�QRW��\HW��DYDLO-
able in their country.

342 Directives 2009/72/EC and 2009/73/EC.
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507 :KLOH�WKH�YDVW�PDMRULW\�RI�06V�KDYH�GH¿QHG�WKH�FRQFHSW�RI�YXOQHUDEOH�FXVWRPHUV��06V�PLJKW�WDNH�
GLIIHUHQW�DSSURDFKHV�WR�SURWHFWLQJ�WKHVH�JURXSV�RI�FRQVXPHUV��7KHUHIRUH��D�FORVHU�ORRN�DW�VSHFL¿F�
protection mechanisms is needed to grasp the kind of support available to these consumers. The 
measures implemented most often to protect vulnerable consumers are restrictions to disconnection 
due to non-payment. Such a protection mechanism is in place in 16 out of 23 MSs (electricity) and 
11 out of 21 MSs (gas). Other popular means to support vulnerable consumers throughout Europe 
DUH�VSHFLDO�HQHUJ\�SULFHV��DND�VRFLDO�WDULIIV��DQG�HDUPDUNHG�VRFLDO�EHQH¿WV�WR�FRYHU�HQHUJ\�FRVWV��
6XSSRUW�PHFKDQLVPV� VXFK� DV� D� FHUWDLQ� DPRXQW� RI� IUHH� HQHUJ\� RU� H[HPSWLRQV� IURP� VSHFL¿F� FRVW�
components of energy are rare. While national suppliers may offer some types of repayment plan 
(i.e. deferred payment), a consumer’s right to deferred payment is also not widespread across MSs.

7DEOH����� 0HDVXUHV�WR�SURWHFW�YXOQHUDEOH�FXVWRPHUV�LQ�WKH�(8�±�����

# Countries 
Electricity # Countries Gas

A. 5HVWULFWLRQV�RQ�GLVFRQQHFWLRQ�GXH�WR�QRQ�SD\PHQW 16 11
B. (DUPDUNHG�VRFLDO�EHQH¿WV�WR�FRYHU��XQSDLG��HQHUJ\�H[SHQVHV� 9 7
C. 6SHFLDO�HQHUJ\�SULFHV�IRU�YXOQHUDEOH�FXVWRPHUV��DOVR�NQRZQ�DVRFLDO�WDULIIV�� 8 5
D. $GGLWLRQDO�VRFLDO�EHQH¿WV�WR�FRYHU��XQSDLG��HQHUJ\�H[SHQVHV��QRQ�HDUPDUNHG�¿QDQFLDO�PHDQV� 4 5
E. )UHH�HQHUJ\�VDYLQJ�DGYLFH�WR�YXOQHUDEOH�FXVWRPHUV 3 3
F. 5LJKW�WR�GHIHUUHG�SD\PHQW 2 3

G. ([HPSWLRQ�IURP�VRPH�FRPSRQHQWV�RI�¿QDO�FXVWRPHU�HQHUJ\�FRVWV��H�J��HQHUJ\�SULFH��QHWZRUN�
tariffs, taxes, levies…) 2 2

H. )LQDQFLDO�JUDQWV�IRU�WKH�UHSODFHPHQW�RI�LQHI¿FLHQW�DSSOLDQFHV 2 2
I. )UHH�EDVLF�VXSSO\�RI�HQHUJ\ 1 1
J. 5HSODFHPHQW�RI�LQHI¿FLHQW�EDVLF�DSSOLDQFHV�DW�QR�FRVW�WR�YXOQHUDEOH�KRXVHKROGV 1 1
K. Other 5 9

Source: CEER Database, National Indicators (2014)

1RWHV�����MXULVGLFWLRQV�FRYHUHG��4XHVWLRQ��³:KDW�DUH�WKH�VSHFL¿F�VDIHJXDUGV�WR�SURWHFW�YXOQHUDEOH�FXVWRPHUV�WR�HQVXUH�WKHLU�QHFHVVDU\�
energy supply in your country?”

508 While Table 8 shows a diversity of approaches to how vulnerable consumers are protected, any com-
parison between MSs on these protections must also take into account substantial differences in the 
meaning of vulnerability. Nevertheless, a closer examination of the prevalence of vulnerability, that 
LV��WKH�QXPEHU�RI�YXOQHUDEOH�FRQVXPHUV�LQ�D�FRXQWU\��JLYHV�D�¿UVW�LPSUHVVLRQ�DERXW�WKLV�NLQG�RI�SUR-
WHFWLRQ�RIIHUHG�LQ�WKH�HQHUJ\�VHFWRU��:KLOH�06V�ZLWK�LPSOLFLW�GH¿QLWLRQV�RIWHQ�UHSRUW�EHLQJ�XQDEOH�WR�
³FRXQW´�WKHVH�JURXSV�RI�YXOQHUDEOH�FRQVXPHUV��FRXQWULHV�ZLWK�H[SOLFLW�GH¿QLWLRQV�RI�YXOQHUDEOH�JURXSV�
RI�FRQVXPHUV�PHQWLRQ�IHZHU�GLI¿FXOWLHV�LQ�UHSRUWLQJ��)LJXUH����LOOXVWUDWHV�GDWD�IRU����06V��HOHFWULFLW\��
and 6 MSs (gas) which were able to report on the number of vulnerable consumers in their country. 
While shares of vulnerable consumers are close to zero in Slovenia and Lithuania (and Greece for 
gas only), the percentages of vulnerable electricity consumers in Romania, Greece and Malta are 
KLJKHU�WKDQ������+RZHYHU��GXH�WR�WKH�YDVW�GLIIHUHQFHV�LQ�WKH�GH¿QLWLRQ�RI�WKH�FRQFHSW�RI�YXOQHUDEOH�
FXVWRPHUV��QDWLRQDO�GLIIHUHQFHV�LQ�WKH�VRFLDO�VHFXULW\�V\VWHP��YDU\LQJ�EHQH¿WV�LQ�WKH�HQHUJ\�VHFWRU�
and/or economic conditions at the time, the reported numbers of vulnerable consumers are of very 
limited comparability. For these reasons, therefore, it is not possible to draw any cross-country com-
parisons from this data.
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)LJXUH������ 6KDUH�RI�YXOQHUDEOH�FXVWRPHUV� LQ�D�VHOHFWLRQ�RI�06V�±�������LQ���RI�KRXVHKROG�FRQVXPHU�
metering points)

 

Source: CEER Database, National Indicators (2014)

509 To conclude, the concept of vulnerable consumers has been transposed into national laws in differ-
HQW�ZD\V��6RPH�06V�RSW�IRU�DQ�H[SOLFLW�GH¿QLWLRQ�DQG�LGHQWLI\�VSHFL¿F�JURXSV�RI�FRQVXPHUV�RU�FRQ-
VXPHUV�LQ�VSHFL¿F�VLWXDWLRQV�DV�YXOQHUDEOH��2WKHU�06V�FKRRVH�WR�GH¿QH�WKH�FRQFHSW�RI�YXOQHUDEOH�
consumers implicitly in their energy or social security laws. Nevertheless, most MSs report a number 
of protection means covering the energy sector, e.g. restrictions on the disconnection of vulnerable 
FRQVXPHUV��RU�VRFLDO�EHQH¿WV�WR�FRYHU�HQHUJ\�H[SHQVHV��7KHVH�QDWLRQDO�GLIIHUHQFHV�OHDG�WR�OLPLWD-
tions in the comparability of the number of vulnerable consumers across MSs.

5.2.3 Customer information 

510 The Electricity and Gas Directives343 consider the information provided to customers as the most 
important factor in customer protection and empowerment. Having the right information at one’s 
disposal can make a difference to one’s ability to exercise one’s rights and actively participate in the 
energy market.

511 Here, both the legal and practical perspective in MSs concerning customer information provisions in 
the Directives are considered; this demonstrates the level of consumer protection in different MSs as 
a result of providing consumers with quick, transparent and accurate information. In order to identify 
good practices which exceed the minimum requirements, an overview of all issues covered under the 
consumer information umbrella will be presented.

343 Directives 2009/72/EC and 2009/73/EC.

%

14

2

4

6

8

10

12

0

RO GR MT EE BE FR IT CY IE PT SI LT

GasElectricity



212

A C E R / C E E R  A N N U A L  R E P O R T  O N  T H E  R E S U L T S  O F  M O N I T O R I N G  T H E  I N T E R N A L  E L E C T R I C I T Y  A N D  N A T U R A L  G A S  M A R K E T S  I N  2 0 1 3

512 First, the provision of information on price changes and other components of the bill varies among 
MSs. As shown in Figure 88, the legal requirement to inform household (end) consumers about ener-
J\�SULFH�FKDQJHV�LQ�¿[HG�SULFH�FRQWUDFWV344�GRHV�QRW�LQFOXGH�D�VSHFL¿F�QRWLFH�SHULRG��QXPEHU�RI�GD\V��
in Austria, Bulgaria, Poland and Portugal for either electricity or gas; this is also the case in Malta 
(for electricity) and Sweden (for gas). In Estonia and Sweden, an electricity supplier is not allowed to 
FKDQJH�WKH�SULFH�LQ�D�¿[HG�SULFH�FRQWUDFW��ZKLOH�LQ�)LQODQG��*HUPDQ\��*UHDW�%ULWDLQ��6ORYHQLD��DQG�WKH�
1HWKHUODQGV��VXSSOLHUV�DUH�QRW�DOORZHG�WR�FKDQJH�D�¿[HG�SULFH�IRU�HOHFWULFLW\�RU�JDV��,Q�+XQJDU\�DQG�
1RUZD\��WKHUH�DUH�QR�OHJDO�UHTXLUHPHQWV�IRU�¿[HG�SULFH�FRQWUDFWV�

)LJXUH������ /HJDO�UHTXLUHPHQWV�IRU�LQIRUPDWLRQ�WR�FRQVXPHUV�DERXW�SULFH�FKDQJHV�IRU�¿[HG�SULFH�FRQWUDFWV�
±���������RI�MXULVGLFWLRQV�

 

Source: CEER Database, National Indicators (2014)

1RWH��'DWD�IRU�HOHFWULFLW\�IURP����MXULVGLFWLRQV��GDWD�IRU�JDV�IURP����MXULVGLFWLRQV�

513 In 14 countries, legal requirements specify that consumers must be informed about energy price 
FKDQJHV�LQ�D�¿[HG�SULFH�FRQWUDFW�D�VSHFL¿F�QXPEHU�RI�GD\V�LQ�DGYDQFH�RI�WKH�FKDQJH��7KH�OHJDO�UH-
TXLUHPHQW�IRU�LQIRUPDWLRQ�RQ�¿[HG�SULFH�FRQWUDFWV�YDULHV�EHWZHHQ����DQG����GD\V�IRU�WKHVH�FRXQWULHV��
Figure 89 depicts this variation in the different countries according to national law. In practice, the 
timeframe in number of days does not differ, which means that the legal requirements are de facto 
applied.

344� $�¿[HG�SULFH�FRQWUDFW�UHIHUV�WR�DQ\�FRQWUDFW�LQ�ZKLFK�HQHUJ\�SULFH�FKDQJHV�DUH�QRW�IRUHVHHDEOH�E\�WKH�VXSSOLHU�IRU�WKH�ZKROH�
RU�XQOLPLWHG�GXUDWLRQ�RI�WKH�FRQWUDFW��,Q�FRQWUDVW��YDULDEOH�SULFH�FRQWUDFWV�DUH�FRQWUDFWV�ZKLFK�H[SOLFLWO\�ELQG�WKH�¿QDO�KRXVHKROG�
customer energy price component to an explicit pricing mechanism and is changed on a regular basis, e.g. an indexed wholesale 
energy price or indexed to regulated prices.
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Figure 89:  Number of days in advance that household consumers are informed about energy price 
FKDQJHV�±�¿[HG�SULFH�FRQWUDFWV��OHJDO�SHUVSHFWLYH��±�������GD\V�

 

Source: CEER Database, National Indicators (2014)

Notes: * only for electricity; ** only for gas.

514 The legal requirement to inform household consumers about energy price changes in variable-price 
FRQWUDFWV�GRHV�QRW�LQFOXGH�D�VSHFL¿F�QRWLFH�SHULRG��QXPEHU�RI�GD\V��LQ�$XVWULD��%HOJLXP��*HUPDQ\��
Italy, the Netherlands, Poland345 and Portugal (for both electricity and gas), or in Malta (for electricity) 
or Romania and Slovenia (for gas). There are no legal requirements for variable-price contracts for 
either electricity or gas in Greece, Hungary and Sweden, and no legal requirements for electricity in 
Estonia and Norway.

345� ,Q�3RODQG��WKH�QRWLFH�SHULRG�LV�VSHFL¿HG�E\�WKH�VHWWOHPHQW�SHULRG�
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 Figure 90:  Legal requirements for information to consumers about price changes for variable-price con-
WUDFWV�±���������RI�MXULVGLFWLRQV�

   

Source: CEER Database, National Indicators (2014)

Note: Data on electricity from 23 jurisdictions, data on gas from 21 jurisdictions.

515 In 11 countries, legal requirements specify that consumers must be informed about energy price 
FKDQJHV�LQ�D�YDULDEOH�SULFH�FRQWUDFW�D�VSHFL¿F�QXPEHU�RI�GD\V�LQ�DGYDQFH�RI�WKH�FKDQJH��VHH�)LJXUH�
91). The legal requirement for information on variable-price contracts varies between 11 and 90 days 
for different MSs. Figure 91 depicts this variation in the different countries according to national law. 
In practice, the results mirror the legal requirements for all MSs except Romania, where customers 
are informed less than 10 days in advance regarding energy price changes, compared to the 11 days 
required by law. In both Austria and Norway, customers are informed about price changes 14 days in 
advance in practice, although this is not required by national law.
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Figure 91:  Number of days in advance that household consumers are informed about energy price 
FKDQJHV�±�YDULDEOH�SULFH�FRQWUDFWV��OHJDO�SHUVSHFWLYH�

 

Source: CEER Database, National Indicators (2014)

Notes: * only for electricity; ** only for gas.

516 The data regarding consumer information on energy price changes allows for interesting compari-
sons with the data regarding information to consumers on changes in the other components of ener-
gy costs, such as network tariffs and taxes, etc. In 26 out of 28 countries, NRAs stated that there are 
legal requirements to provide consumers with information about these changes; Austria and Great 
Britain are the two countries with no such legal requirement346 In practice, consumers in all MSs are 
provided with information about changes in other components of the bill; with the exception of Aus-
tria and Ireland (where the law is not applied). In Great Britain, this information is often provided to 
consumers in practice, although this is not required by law. 

517 &RQVXPHUV�LQ�DOPRVW�DOO�FRXQWULHV�FDQ�¿QG�YDULRXV�LWHPV�RI�LQIRUPDWLRQ�RQ�WKHLU�ELOOV��VXFK�DV�LQIRU-
mation about the single point of contact, means of dispute settlement, switching, payment modalities, 
supplier and DSO contact details, actual and estimated consumption, the breakdown of prices, the 
energy mix, and the duration of the contract.

518 As can be seen from Figure 92, in some countries there is a lack of information on bills regarding 
consumer rights (i.e. the single point of contact) and empowerment (through switching information 
and the duration of the contract). In Great Britain, the regulatory authority Ofgem introduced new 
licence obligations for suppliers to also show information on the cheapest tariffs they offer and the 
tariff comparison rate347 on consumers’ bills. In the Netherlands, consumers can choose from two 
types of bill: a simple or extended one.

346 In Great Britain, all price changes are communicated as indicated in the previous paragraphs, since network costs and taxes are 
included in the retail price.

347 In Great Britain, all energy suppliers are obliged to publish a Tariff Comparison Rate for gas (TCR) for every tariff offered. 
The TCR is supposed to assist customers in comparing one tariff with another on a cost-per-kWh basis. It assumes typical 
consumption for a household and includes unit rates (energy price), standing charges and any applicable discounts. Hence, the 
TCR is not an actual price and not based on personal consumption.
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)LJXUH������ ,QIRUPDWLRQ�RQ�FRQVXPHU�ELOOV�±�������QXPEHU�RI�MXULVGLFWLRQV�

  

Source: CEER Database, National Indicators (2014)

Note: 29 jurisdictions have provided data for electricity, while 27 jurisdictions have provided data for gas.

519 MSs must establish a single point of contact which consumers can contact in order to obtain inde-
pendent information about their rights and the market. Almost all of the respondent countries mention 
that they have such a service in place. Only Croatia, Norway and Slovenia note that there is still no 
single point of contact. In 10 out of 28 countries, this role for electricity falls within the responsibilities 
of the NRA. The NRA is the single point of contact for gas in 11 out of 27 countries. In France, the 
role is taken by the Energy Ombudsman in coordination with the NRA and the Government; while in 
Denmark348 and Greece, it is the government, and in Great Britain, a consumer organisation. Hun-
gary reported that the single point of contact is another body, without giving further details. In some 
countries, namely Belgium, Bulgaria, Cyprus, Czech Republic, Estonia, Finland, Italy, Romania, the 
Slovak Republic and Sweden, the single point of contact role for both electricity and gas is shared 
between two or three bodies. In Cyprus, the role of single point of contact for gas is shared between 
the NRA and the Government.

348 The Energy Suppliers Complaint Board in Denmark is a government institution established in co-operation with the Consumer 
Council and the industry.
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)LJXUH������ 6LQJOH�SRLQW�RI�FRQWDFW�±�������QXPEHU�RI�FRXQWULHV�

 

Source: CEER Database, National Indicators (2014)

Note: * only for electricity.

520 The European Commission has called upon MSs to make available a consumer checklist or hand-
book of practical information related to energy consumer rights. In 14 out of 26 countries, such a con-
sumer checklist exists and falls under the responsibility of the NRA. Few countries stated that there 
is no national legal requirement to have such a document. Other NRAs compare it to the single point 
of contact information. A third set of countries stated that the information contained in this kind of 
checklist can be found in several brochures/documents or websites, but not in one single document.

521 Finally, the Electricity and Gas Directives349 require a variety of payment methods be made available 
to energy consumers. According to the data received and displayed in Figure 94, consumers in all 
MSs can choose from at least two different payment methods (for electricity). In 12 out of 25 coun-
tries, suppliers offer discounts or rebates according to the type of payment method.

349 Directives 2009/72/EC and 2009/73/EC.
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)LJXUH������ &KRLFH�RI�SD\PHQW�PHWKRGV�±�������QXPEHU�RI�FRXWULHV�

 

Source: CEER Database, National Indicators (2014)

Notes: * only for electricity; ** only for gas.

5.2.4 Supplier switching

522 6XSSOLHU�VZLWFKLQJ�RIIHUV�FRQVXPHUV�WKH�PRVW�GLUHFW�ZD\�WR�EHQH¿W�IURP�WKH�PDUNHW��6ZLWFKLQJ�EH-
haviour impacts highly on the level of competition development, because, in general, if customers 
DUH�ZHOO�LQIRUPHG�DERXW�WKHLU�VZLWFKLQJ�ULJKWV�DQG�WKH�EHQH¿WV�WKH\�FDQ�REWDLQ��WKH�PRUH�DWWUDFWLYH�WKH�
market will be to new potential retailers with competitive offers. The possibility for consumers to exer-
cise this power (to switch) should place competitive pressure on suppliers to deliver the best services 
at the best prices. According to the Directives350, switching should be done within a period of three 
ZHHNV��DQG�WKH�FRQVXPHU�VKRXOG�UHFHLYH�WKHLU�¿QDO�ELOO�IURP�WKHLU�SUHYLRXV�VXSSOLHU�ZLWKLQ�VL[�ZHHNV�

523 Regarding customer information, the goal is to show what MSs able to protect customers. Again, 
some good practices will be presented to show that some MSs have gone beyond the provisions in 
the Directives and offer consumers the rights they deserve in terms of supplier switching. 

524 )LJXUH����LV�D�¿UVW�LOOXVWUDWLRQ�RI�KRZ�VRPH�06V�RXW�SHUIRUP�WKH�SURYLVLRQV�LQ�WKH�DIRUHPHQWLRQHG�
'LUHFWLYHV� UHJDUGLQJ� WKH�VZLWFKLQJ�SHULRG��7KH�¿JXUH�VKRZV� WKDW�06V�DUH�ZRUNLQJ� WRZDUGV�EHWWHU�
services and protection for consumers, which may encourage them to participate more actively in the 
market by giving them an opportunity, in this case, to change supplier rapidly and thereby contribute 
to the better development of the market and competition. In electricity, the three-week period re-
quired by the aforementioned Directives is met everywhere in Europe. In Austria, although the Direc-
tive is transposed into national law, switching in 2013 could take up to 42 days in practice (as roughly 
estimated by the Austrian NRA). On the other hand, several countries perform the switching process 
more quickly in practice than required by law, such as Ireland and Portugal, where switching is done 
ZLWKLQ�¿YH�GD\V��,Q�)UDQFH��LW�LV�SRVVLEOH�WR�FKDQJH�VXSSOLHU�LQ�RQH�GD\��,Q�WKH�FDVH�RI�%HOJLXP��WKH�
supplier switching changes depending on the region (Flanders: 15 working days by law and 34 days 

350 Directives 2009/72/EC and 2009/73/EC.
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in practice; Brussels: 21 working days by law, no information on the practical situation; Wallonia: 30 
working days by law and 36 in practice).

)LJXUH������ 6XSSOLHU�VZLWFKLQJ�LQ�HOHFWULFLW\�±�������QXPEHU�RI�ZRUNLQJ�GD\V�

 

Source: CEER Database, National Indicators (2014)

525 To better understand these results, it is important to know the exact starting point of the switching 
period. The most common response to this is when the supplier transfers the customer data to the 
DSO. Although this is the case in Austria and France, the switching periods are different in these two 
FRXQWULHV��,Q�D�IHZ�FRXQWULHV��WKH�VZLWFKLQJ�SHULRG�VWDUWV�RQ�WKH�¿UVW�GD\�RI�WKH�PRQWK�DIWHU�D�FXV-
tomer’s request; in Great Britain and the Netherlands, a “cooling off” period is taken into account in 
DGGLWLRQ�WR�WKH�OHJDOO\�VSHFL¿HG�GXUDWLRQ�RI�D�VZLWFK�

526 ,Q�WKH�PDMRULW\�RI�FRXQWULHV��E\�ODZ�DV�ZHOO�DV�LQ�SUDFWLFH��FRQVXPHUV�UHFHLYH�WKHLU�¿QDO�ELOO�ZLWKLQ�VL[�
weeks, as required in the 3rd Package. However, a few countries have a shorter period, such as Bul-
JDULD�DQG�WKH�&]HFK�5HSXEOLF��ZKHUH�FXVWRPHUV�UHFHLYH�WKHLU�¿QDO�ELOO�ZLWKLQ�WZR�ZHHNV��LQ�+XQJDU\�
and Lithuania (three weeks) and France and the Slovak Republic (four weeks).

527 Reasons vary across MSs as to why the switching process to a different supplier can be stopped. 
The most common is unpaid bills with the current supplier, but it could also be because of unpaid bills 
with the DSO in countries where consumers receive two separate bills, one from the supplier and one 
from the DSO, or because the metering point does not exist or the data is erroneous.
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5.2.5 Metering

528 According to Annex I of the Electricity Directive 2009/72/EC, MSs should roll-out electricity smart 
meters to 80% of consumers by 2020, unless the result of a CBA is negative. For the gas sector, 
Annex I of the Gas Directive 2009/73/EC requires MSs to prepare a timetable for the roll-out of gas 
smart meters based on a CBA (with no indication of a timeline). At the moment, three countries have 
¿QDOLVHG�WKHLU�UROO�RXW�IRU�HOHFWULFLW\�VPDUW�PHWHUV��)LQODQG��,WDO\�DQG�6ZHGHQ��DQG�D�IXUWKHU�WKUHH�06V�
KDYH�D�VLJQL¿FDQW�VKDUH�RI�VPDUW�PHWHUV�DOUHDG\�LQVWDOOHG��'HQPDUN��6ORYHQLD�DQG�6SDLQ���,Q�WKH�JDV�
VHFWRU��WKH�UROO�RXW�SURFHVV�LV�VLJQL¿FDQWO\�OHVV�DGYDQFHG��2QO\�LQ�IRXU�06V��'HQPDUN��*UHDW�%ULWDLQ��
Italy and the Netherlands) has the gas smart meter roll-out begun. Available data shows that the 
level of roll-out is generally lower, with 0.47% of gas household customers with smart meters in Great 
Britain, 0.2% in Italy and 6% in the Netherlands. 

)LJXUH������ 6KDUH�RI�KRXVHKROGV�ZLWK�VPDUW�PHWHUV�±���������

 

Source: CEER Database, National Indicators (2014)

529 In those MSs with full or partial deployment of electricity smart meters, the most common require-
PHQWV�IURP�ZKLFK�FRQVXPHUV�FDQ�EHQH¿W�ZKHQ�VPDUW�PHWHUV�DUH�LQVWDOOHG�DUH��LQIRUPDWLRQ�RQ�DFWXDO�
consumption, access to information of consumption on consumers’ demand, remote power capacity 
reduction/increase, consumer control of metering data, bills based on actual consumption and inter-
face with the home.

530 Figure 97 to Figure 100 present the frequency of (billing) information on (actual) consumption in 
households where smarts meters are not yet in place. According to these results, most consumers 
in different MSs receive information on consumption for both electricity and gas on an annual basis. 
A few countries stated that there are some differences in the frequencies from a legal and practical 
perspective. For instance, in Great Britain, although the law sets the frequency at one year, in prac-
tice this depends on the supplier. In Austria, consumers should receive billing information following 
a self-reading, to which they are entitled every three months. However, DSOs are obliged to actually 
read their meters only every three years. Hence, inactive consumers receive information about their 
actual consumption less than once a year.
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)LJXUH������ )UHTXHQF\�RI�ELOOLQJ�LQIRUPDWLRQ�EDVHG�RQ�DFWXDO�HOHFWULFLW\�FRQVXPSWLRQ�±�������QXPEHU�RI�
countries)

 

Source: CEER Database, National Indicators (2014)

)LJXUH������ )UHTXHQF\�RI�ELOOLQJ�LQIRUPDWLRQ�EDVHG�RQ�DFWXDO�JDV�FRQVXPSWLRQ�±�������QXPEHU�RI�FRXQWULHV�

 

Source: CEER Database, National Indicators (2014)
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)LJXUH������ )UHTXHQF\�RI�UHFHLSW�RI�LQIRUPDWLRQ�RQ�DFWXDO�HOHFWULFLW\�FRQVXPSWLRQ�±�������QXPEHU�RI�FRXQWULHV�

 

Source: CEER Database, National Indicators (2014)

)LJXUH�������)UHTXHQF\�RI�UHFHLSW�RI�LQIRUPDWLRQ�RQ�DFWXDO�JDV�FRQVXPSWLRQ�±�������QXPEHU�RI�FRXQWULHV�

 

Source: CEER Database, National Indicators (2014)
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5.3 Consumer complaints

531 Directives 2009/72/EC and 2009/73/EC state that NRAs have a duty, inter alia, to monitor complaints 
made by consumers. Where an MS has assigned monitoring duties to another authority, the informa-
tion resulting from such monitoring must be made available to the NRA as soon as possible.

532 In 2010351, European energy regulators recommended the inclusion of the number of consumer 
complaints by category as an indicator of consumer (dis)satisfaction when monitoring retail energy 
markets. Moreover, it is suggested that data is to be collected at least annually from DSOs, suppliers 
and third-party bodies, depending on which sources are considered the most suitable.

533 7KHUH�DUH�VLJQL¿FDQW�GLIIHUHQFHV�LQ�KRZ�0HPEHU�6WDWHV�GH¿QH�FRPSODLQWV��7KHUH�DUH�DOVR�GLIIHUHQFHV�
in European NRAs’ methods of data collection, depending on whether the authority is responsible for 
collecting data directly or via third parties. Nevertheless, sound consumer protection must be based 
on an effective means of dispute settlement for all consumers, and on speedy and effective proce-
dures for handling complaints.

534 It appears that all MSs collect data on consumer complaints. The number of, and reasons for, re-
ported complaints can help detect supplier problems or market dysfunctions and assess the degree 
of consumer satisfaction. 

5.3.1 Complaint data

535 In 2013, almost all NRAs provided data on the number of household consumer complaints received 
by the NRA (or the ADR, in cases where the NRA does not handle complaints and forwards the 
complaints directly to the ADR). However, only a minority of NRAs provided data on the number of 
household consumer complaints received by suppliers and/or DSOs. This suggests that the require-
ment of Article 37 of the Electricity Directive 2009/72/EC and Article 41 of the Gas Directive 2009/73/
EC, i.e. “the regulatory authority shall have the following duties: (j) monitoring the level and effective-
ness of market opening and competition at wholesale and retail levels, including (…) complaints by 
household customers”, might be implemented differently across MSs.

536 Table 9 presents the number of household (end) consumer complaints per 100,000 inhabitants, re-
ceived by different bodies and reported to the NRAs. In most of the countries, the data on the number 
of complaints cannot be separated for electricity and gas. Therefore, Table 9 shows combined data 
for both types of energy. 

351� 6RXUFH��(5*(*���������**3�RQ�&XVWRPHU�&RPSODLQW�+DQGOLQJ��5HSRUWLQJ�DQG�&ODVVL¿FDWLRQ��http://www.energy-regulators.
HX�SRUWDO�SDJH�SRUWDO�((5B+20(�((5B38%/,&$7,216�&((5B3$3(56�&XVWRPHUV�7DE��(���&(0������B**3�
ComplaintHandling_10-Jun-2010.pdf.
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7DEOH����� 1XPEHU�RI�¿QDO�KRXVHKROG�FXVWRPHU�FRPSODLQWV�IRU�ERWK�HOHFWULFLW\�DQG�JDV�±�����

COUNTRY
Complaints received by 
suppliers per 100,000 

inhabitants

Complaints received 
by DSOs per 100,000 

inhabitants

Complaints received 
by ADR per 100,000 

inhabitants

Complaints received 
by NRA per 100,000 

inhabitants
Austria 253.2 15.9 36.3** 36.3**

Belgium* 49 357 - 11.9
Bulgaria 3.9 3.9 - 0.6
Croatia - - - -
&\SUXV 79 4.4 3.9** 3.9**

Czech Republic - - 77.2 38.1
Denmark - - - -
Estonia - - - 0.5
Finland - - - -
France - - 24 0
*HUPDQ\ - - 11.9 21.7

Great Britain 8,731.2 63.3 19 0
Greece 100.4 27.1 1.7 1.2
+XQJDU\ 79.1 41.5 - 53
Ireland - - 14.1** 14.1**
,WDO\ 632 - - 67

Latvia - 32.8 - 3.9
Lithuania 24.8 24.8 0.6 1.6

Luxembourg -  - 0.6 -
Malta - 11,888.6 - -

Netherlands  - - - 27.9
1RUZD\ - - 5.3 0.4
Poland - - - 4

Portugal 481.9 529.3 - 47.2
Romania  - 386.1 - 12.4
Slovakia 494.5 212.4 - 19.8
Slovenia 603.2 161.6 0.3 1

Spain - - - 5.7
Sweden - - 0.7 1.5

Source: CEER Database, National Indicators (2014)

Notes:

*In the case of Belgium, information was provided by region. For the regions of Flanders and Brussels, no data are available on com-
plaints received by suppliers. For the region of Brussels, no data are available on complaints received by DSOs. No data are available 
on the complaints received by the alternative dispute resolution body (ADR) for any Belgian region.

** Figures are the same for complaints received by ADR and NRA as NRA is the ADR body in these countries.

537 $V�VKRZQ�LQ�)LJXUH������UHSRUWHG�¿JXUHV�RQ�FRPSODLQWV�IDOO� LQ�WKH�UDQJH�RI�����WR�����KRXVHKROG�
consumer complaints per 100,000 inhabitants in most of the countries for which data are available 
�VHH�DOUHDG\�7DEOH�����7KH�H[FHSWLRQV�DUH�%XOJDULD��/DWYLD�DQG�/LWKXDQLD��ZKHUH�WKH�¿JXUHV�DUH�PXFK�
lower. In the case of Bulgaria, a low number of household customer complaints coincided with major 
¿QDQFLDO�GLI¿FXOWLHV�LQ�������ZKLFK�ZHUH�DFFRPSDQLHG�E\�SXEOLF�GHPRQVWUDWLRQV��7KLV�UDLVHV�VRPH�
questions regarding the comprehensiveness of complains and/or the robustness of the reporting. 
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Figure 101:  Number of customer complaints to suppliers and DSOs per 100,000 inhabitants for a section 
RI�FRXQWULHV�±�����

 

Source: CEER Database, National Indicators (2014)

538 $V�VKRZQ�LQ�7DEOH����WKH�QXPEHUV�RI�FRQVXPHU�FRPSODLQWV�DUH�VLJQL¿FDQWO\�KLJKHU�LQ�WZR�FRXQWULHV�
�*UHDW�%ULWDLQ�DQG�0DOWD���7KLV�¿QGLQJ�PLJKW�IXUWKHU�VXJJHVW�D�PRUH�FRPSUHKHQVLYH�DQG�RU�UREXVW�
reporting system in both countries352.

539 Only a minority of NRAs were able to report data from their national alternative dispute resolution 
(ADR) body (see Figure 102). However, all NRAs stated that there is an ADR in their country. In 
countries where data is available, the number of household consumer complaints received by ADRs 
YDULHV�VLJQL¿FDQWO\��6RPH�15$V�GLG�QRW�SURYLGH�¿JXUHV�DQG�H[SODLQHG�WKDW�WKH\�GR�QRW�KDQGOH�FRP-
plaints. For instance, in France the NRA transfers the complaints received to the energy ombuds-
man. NRAs in Austria, Cyprus and Ireland provided the same data on the number of complaints 
received by ADR and NRAs, as the NRA is the ADR body in these countries. In countries where data 
LV�DYDLODEOH�� WKH�QXPEHU�RI�FRPSODLQWV�UHFHLYHG�E\�15$V�DOVR�YDULHV�VLJQL¿FDQWO\��7KH�PDMRULW\�RI�
NRAs handle complaints (see Figure 102).

352� ,Q�*UHDW� %ULWDLQ� IRU� H[DPSOH�� FRPSODLQWV� DUH� GH¿QHG� DV� IROORZV� LQ�&RQVXPHU�&RPSODLQWV�+DQGOLQJ�6WDQGDUGV�5HJXODWLRQV��
“complaint” means any expression of dissatisfaction made to an organisation related to any one or more of its products, its 
services or the manner in which it has dealt with any such expression of dissatisfaction, where a response is either provided by 
or on behalf of that organisation at the point at which contact is made or a response is explicitly or implicitly required or expected 
to be provided thereafter”.
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Figure 102:  Number of complaints at ADRs and NRAs per 100,000 inhabitants, for a selection of countries 
±�����

 

Source: CEER Database, National Indicators (2014)

540 )ROORZLQJ� IURP� WKH�DERYH�¿JXUHV��H[WUD�FDUH�VKRXOG�EH� WDNHQ� LQ� LQWHUSUHWLQJ�FRPSODLQW�GDWD��/RZ�
numbers may indicate satisfaction, or perhaps the existence of complex complaint handling proce-
dures. High numbers may suggest dissatisfaction, or potentially strong consumer engagement in the 
retail energy market, mixed with cultural differences and different levels of market maturity.
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Case study 10: Complaints received by the French energy ombudsman, Médiateur National de 
l’Energie

In France, the Médiateur National de l’Energie (energy ombudsman) has dealt with consumer com-
plaints since 2008. Figure i shows that the number of complaints received by the French energy 
ombudsman has remained stable since 2009 between 14,000-16,000. 

)LJXUH�L��� 1XPEHU�RI�FRPSODLQWV�SHU�\HDU�±�����±����

 

Source: Médiateur National de l’Energie, Activity Report 2013

&RQVXPHUV�FDQ�DGGUHVV�WKHLU�FRPSODLQWV�WKURXJK�GLIIHUHQW�FKDQQHOV��8QWLO�������WKHUH�ZHUH�WKUHH�
channels: surface mail, telephone and e-mail. Since 2013, customers can also address their com-
plaints to the French energy ombudsman by internet. As shown in Figure ii, the main channel for 
consumers to present complaints is via telephone, while the number of online complaints currently 
remains low.
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)LJXUH�LL��� 1XPEHU�RI�FRPSODLQWV�SHU�FKDQQHO�±�����

 

Source: Médiateur National de l’Energie, Activity Report 2013

Regarding the different types of complaint, Figure iii shows that consumption billing is the main rea-
son for customers to complain. 

)LJXUH�LLL��� 5HDVRQV�IRU�FRPSODLQWV�±�����

 

Source: Médiateur National de l’Energie, Activity Report 2013

Regarding the time needed to solve a complaint, Figure iv shows that this procedure has gradually 
improved since 2009. 
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)LJXUH�LY��� 1XPEHU�RI�GD\V�WDNHQ�WR�KDQGOH�FRPSODLQWV�±�����

 

Source: Médiateur National de l’Energie, Activity Report 2013
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5.3.2 Complaint procedure

541 A complaint is a sign of consumer dissatisfaction, which needs to be heard and dealt with. Therefore, 
a complaint handling procedure should put in place in each MS to ensure transparent and fair com-
plaint resolution. The European NRAs have always underlined the importance that such a mecha-
nism be independent. 

542 In the majority of countries, household (end) consumers are informed about the contact details of a 
complaint service either on their bill, in their contract or both. In some countries, this information can 
also be found on the website of the NRA or the energy service provider. The legally permitted pro-
cessing time for service providers to deal with complaints in most countries is between one and two 
months for both electricity and gas, which is considered a reasonable window for response. Howev-
er, in some countries the processing time is shorter, such as nine to 15 days in Hungary, Poland and 
Portugal, or even longer, such as up to four months in Norway353 (see Figure 103). In Belgium, there 
are regional differences for complaints on both gas and electricity services: in Flanders, by law the 
processing time to deal with a complaint is one month for gas, but in practice consumers receive a 
¿UVW�DQVZHU�RU�D�UHTXHVW�IRU�IXUWKHU�LQIRUPDWLRQ�ZLWKLQ���ZHHNV��IRU�HOHFWULFLW\��FRQVXPHUV�ZLOO�UHFHLYH�
a response within one month if the complaint was made through the NRA’s website, and two months 
if it was made through the DSO’s website. In Wallonia, the processing time for gas complaints is two 
months by law; furthermore, suppliers are legally obliged to acknowledge the receipt of complaints 
within 10 working days and to indicate the period within which the complaint will be handled; in prac-
tice, electricity complaints are dealt with within one month.

353 For complaints sent to the NRA. There is no legal time frame for complaints sent directly to the service providers.
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)LJXUH������ 3URFHVVLQJ�WLPH�VHW�IRU�VHUYLFH�SURYLGHUV�WR�GHDO�ZLWK�FRPSODLQWV�±�����

 

Source: CEER Database, National Indicators (2014)

543 As stated in Directives 2009/72/EC and 2009/73/EC, complaint handling standards should be de-
termined at the national level and should be effective. These kinds of standards can help improve 
FXVWRPHUV¶�FRQ¿GHQFH�LQ�WKH�PDUNHW��5HJDUGLQJ�VWDWXWRU\�FRPSODLQW�KDQGOLQJ�VWDQGDUGV�HVWDEOLVKHG�
for service providers in the electricity sector, in 13 out of 28 countries (27 MSs and Norway), statu-
tory complaint handling standards concern the time required to deal with a complaint. In 10 countries 
statutory complaint handling standards concern the registration of all customer complaints (in the 
case of Estonia, Greece, Hungary, Lithuania and Spain, the statutory complaint handling standards 
for service providers are of both types i.e. processing time for dealing with complaints and registra-
tion of all customer complaints). Six of the 28 countries still have no statutory complaint handling 
standards for service providers. Figure for the gas sector are quite similar to the electricity sector. In 
12 out of 25 MSs, statutory complaint handling standards concern the time required to deal with a 
complaint; in 12 countries statutory complaint handling standards concern the registration of all cus-
tomer complaints (in the case of Bulgaria, Estonia, Greece, Hungary, Lithuania, Portugal and Spain, 
the statutory complaint handling standards for service providers are of both types i.e. processing time 
for dealing with complaints and registration of all customer complaints). In the majority of countries, 
these standards are set either by the NRA or the government. 
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5.3.3 Alternative Dispute Resolution (ADR)

544 Besides the option that complaints can be handled by the energy service providers, there should 
also be a possibility for consumers to use out-of-court dispute settlement to deal with their issues. 
According to Directives 2009/72/EC and 2009/73/EC, MSs are required to set up an independent 
mechanism for out-of-court dispute settlements. 

545 In almost all of the countries, ADR is available to consumers free of charge. The Netherlands is an 
exception, where it costs 27.5 euros, although if the dispute is settled in the consumer’s favour, the 
PRQH\�LV�UHLPEXUVHG��,Q�PRVW�FRXQWULHV��KRXVHKROG�FRQVXPHUV�FDQ�¿QG�LQIRUPDWLRQ�DERXW�WKH�FRP-
petent ADR body either on their bill, on the contract or on the website of the NRA or/and the energy 
service providers. In 12 of the 27 countries (26 MSs and Norway), the ADR is the NRA itself, whereas 
LQ�WKUHH�FRXQWULHV�WKHUH�LV�D�VSHFL¿F�HQHUJ\�WKLUG�SDUW\�ERG\�WKDW�DFWV�DV�WKH�$'5�ERG\��,Q�HLJKW�RI�
WKH����FRXQWULHV��KRZHYHU��WKH�$'5�LV�D�QRW�DQ�HQHUJ\�VSHFL¿F�WKLUG�SDUW\�ERG\��,Q�WKH�VSHFL¿F�FDVH�
of Portugal, the NRA, consumer associations and other entities such as arbitration centres can act 
as ADR.

546 Regarding energy service providers, statutory complaint handling standards should also be in place 
for ADR. Although not much data was received on this issue, the main standards concern the com-
munication of complaints to the energy service provider(s) before coming to a decision/recommenda-
WLRQ��WKH�SURFHVVLQJ�WLPH�WR�VROYH�WKH�GLVSXWH��DQG�WKH�LVVXH�RI�D�SURPSW�¿UVW�UHVSRQVH�RU�DFNQRZO-
edgement of the complaint.

547 The period for settling disputes varies across countries. In six of the 27 countries (26 MSs and Nor-
way), the processing time is one month; in other countries, the processing time is longer and can be 
from two to six months.

548 7DEOH����¿QDOO\�GLVSOD\V� WKH�WRWDO�QXPEHU�RI�GLVSXWHV�VHWWOHG�E\�DQ�$'5��7KH�¿JXUHV�YDU\�DFURVV�
countries and should be read in contrast to the total number of households in that country. For in-
stance, Great Britain has an average of 26.9 million electricity household consumers, while Luxem-
bourg has only 224,000 electricity household customers. Again, the data shown in Table 10 represent 
both the electricity and the gas sector as for some countries it is not possible to distinguish between 
them. It is interesting to compare the average compensation for consumers in the case of a favour-
able outcome in an out-of-court procedure. For instance, In Italy, compensation is much higher than 
in the other countries listed in the table. 
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Table 10:  Number of settled disputes and amount of average compensation in favourable outcomes for 
customers for electricity and gas in 2013

Country Number of disputes settled Average compensation in favourable outcomes in out-of-court 
procedures (in euros)

Austria 2,800  
Belgium )ODQGHUV���
:DOORQLD�����
%UXVVHOV��QD
)HGHUDO������� )ODQGHUV��QR�FRPSHQVDWLRQ
:DOORQLD��QD
%UXVVHOV��QD
)HGHUDO������
Bulgaria  
Croatia 131
&\SUXV
Czech Republic 8,118
Denmark
Estonia
Finland
France 2,518 578
*HUPDQ\ 9,600
Great Britain 12,155 132
Greece
+XQJDU\
Ireland 656
,WDO\ 367 2,900
Latvia
Lithuania 49
Luxembourg 3
Malta
1RUZD\ 60
Poland
Portugal
Romania 2
Slovakia 11
Slovenia 11
Spain
Sweden 3
Netherlands 895 482

Source: CEER Database, National Indicators (2014)

Notes: *In Italy, disputes are settled directly and only by the NRA.
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5.4 Customer Access to Information about the Costs and Sources of Energy

549 Since their liberalisation, Europe’s energy markets have produced a large number of electricity and 
gas products which differ, among other things, in price and origin. These are two of a few criteria which 
¿QDO�KRXVHKROG�FRQVXPHUV�UHJXODUO\�HYDOXDWH�LQ�FKRRVLQJ�WKHLU�VXSSOLHU�RI�HQHUJ\��ZLWK�SULFH�EHLQJ�
SUREDEO\�KDYLQJ�PRUH�LQÀXHQFH�RQ�FRQVXPHUV¶�FKRLFH�RI�VXSSOLHU�WKDQ�WKH�VRXUFH�RI�HQHUJ\��.QRZO-
edge and adequate understanding of energy prices, total energy costs and the source of energy are 
WKHUHIRUH�SDUDPRXQW�WR�¿QDO�KRXVHKROG�FXVWRPHUV¶�FKRLFHV�LQ�WKH�HQHUJ\�PDUNHWV��<HW�DFFHVV�WR�LQ-
formation about energy prices, costs and sources of energy can vary across Europe. Information may 
be made available through different market players and variegated communication channels; while 
the differing levels of detail also contribute to complicating access to such information across Europe.

550 ,Q�������&((5�FRQGXFWHG�D�VWDWXV�UHYLHZ�WR�LQYHVWLJDWH�KRZ�VXFK�LQIRUPDWLRQ�LV�PDGH�DYDLODEOH�WR�¿-
nal household customers across Europe, which market actors provide what information and the com-
munication channels used354�7KH�UHYLHZ�±�EDVHG�RQ�LQSXW�IURP����15$V�±�UHYHDOV�WKDW�D�JUHDW�GHDO�RI�
LQIRUPDWLRQ�RQ�HQHUJ\�FRVWV��VRXUFHV�DQG�HQHUJ\�HI¿FLHQF\�VFKHPHV�LV�PDGH�DYDLODEOH�WR�(XURSH¶V�
¿QDO�KRXVHKROG�FRQVXPHUV�E\�YDULRXV�PDUNHW�DFWRUV�LQ�PXOWLSOH�ZD\V��9HU\�GHWDLOHG�LQIRUPDWLRQ�RQ�
the cost and sources of energy can be found in online bills, despite some noteworthy differences 
between and within countries (i.e. between different providers of information). The most important 
information about the variegated cost components of energy is available from energy bills, whereas 
information about the sources of energy can be found primarily online (with the notable exception of 
the company energy mix, which often must be printed on the bill). However, the report also reveals 
WKDW�VRPH�LQIRUPDWLRQ�RQ�WKH�FRVW�RI�HQHUJ\��H�J��DGGLWLRQDO�HQG�XVHU�FRVWV�GXH�WR�HQHUJ\�HI¿FLHQF\�
schemes) or sources of energy (for instance, the geographical origin of gas or reasons for price dif-
ferences between energy from different sources) is less frequently available. Although a great deal 
of information on the cost and sources of energy is available to consumers in a number of countries 
(e.g. Belgium, Germany and Great Britain), in other countries information is only available on a small 
number of cost aspects (e.g. Greece).

551 NRAs are very active in providing information on the costs and sources of energy, although again, to 
varying degrees. They are more active in some countries (e.g. Austria, Belgium, Portugal or Slove-
nia) than others (e.g. Greece, Hungary or Malta). Generally speaking, NRAs inform more about the 
costs of energy rather than on its sources. Other market participants also provide similar information 
on the costs and sources of energy to consumers. In some countries, customers may draw on infor-
mation from many different sources (e.g. Belgium, Germany and the Netherlands).

552 While the aforementioned access to information is crucial, the intelligibility of such information is 
even more important. However, to assess how consumer-friendly the information provided is goes 
considerably beyond the average competencies of NRAs and was therefore beyond the scope of the 
review. In some countries, it has not been the responsibility of the NRA to monitor the provision of 
LQIRUPDWLRQ�WR�¿QDO�KRXVHKROG�FRQVXPHUV��ZKLFK�QDWXUDOO\�OLPLWV�WKHLU�UHOHYDQW�NQRZOHGJH�

354 See: KWWS���ZZZ�FHHU�HX�SRUWDO�SDJH�SRUWDO�((5B+20(�((5B38%/,&$7,216�&((5B3$3(56�&XVWRPHUV������&���
CEM-65-04_InfoAccess_16-Dec-2013.pdf.
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5.5 Conclusions and recommendations

553 $V�DOUHDG\�LGHQWL¿HG�LQ�WKH�005�������VRPH�GLVSDULW\�LV�VWLOO�REVHUYHG�DFURVV�06V�LQ�WKH�DSSOLFDWLRQ�
of the consumer-related provisions of the 3rd Package.

554 Many of the national legal provisions (de jure) are applied in practice (de facto) on a similar basis 
(with the practical approach outperforming the legal requirement in some cases). Some countries 
perform better than the requirements of the 3rd Package as regards some provisions, such as the 
GXUDWLRQ�RI�VXSSOLHU�VZLWFKLQJ�DQG�WKH�WLPH�WDNHQ�WR�UHFHLYH�WKH�¿QDO�ELOO�IROORZLQJ�D�VZLWFK��+RZHYHU��
WKHUH�UHPDLQV�VLJQL¿FDQW�URRP�IRU� LPSURYHPHQW�E\�VXSSOLHUV�'62V�UHJDUGLQJ�WKH� LQIRUPDWLRQ�SUR-
vided in the bills about supplier switching possibilities and the implementation of statutory complaint 
handling standards such as shorter answering periods. 

555 In addition, more work is still needed at the national level by many regulators to better manage and 
analyse complaint data and monitor the number and practicalities around the issue of disconnection 
GXH�WR�QRQ�SD\PHQW��$V�SUHYLRXVO\�LGHQWL¿HG�LQ�WKH�005�������WKH�SHUVLVWLQJ�FKDOOHQJHV�LQ�FRPSDU-
ing complaint data could merit the examination of a common methodology for collecting complaints.

556 The roll-out of electricity smart meters is undertaken progressively in the majority of MSs, while the 
roll out of gas smart meters is uncertain in most MSs. As a consequence, smart meters are not yet 
in place in the vast majority of countries, and most consumers receive information on their actual 
FRQVXPSWLRQ�RQ�DQ�DQQXDO�EDVLV��ZKLFK�LV�QRW�IUHTXHQW�HQRXJK�DFFRUGLQJ�WR�WKH�(QHUJ\�(I¿FLHQF\�
Directive (EED). Therefore, MMR 2014 examines how the provisions of the EED related to metering 
and billing would have been put in practice.

At the European level, regulators will continue to promote the implementation of the consumer provi-
sions in the 3rd Package through recommendations and advice355, along with continuous monitoring 
activities.

355� $V�SDUW�RI� WKHVH�HIIRUWV��&((5�ZLOO�FRQWLQXH� WR�ZRUN�ZLWK�%(8&�DQG� WKH�VXSSRUWHUV�RI� WKH������9LVLRQ� IRU�(XURSH¶V�(QHUJ\�
Customers to implement the principles of reliability, affordability, simplicity, protection and empowerment in the energy market.
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Annex 1: Methodology to calculate mark-ups in gas and 
electricity retail markets

This annex explains the scope, methodology and data requirements used in the mark-up calculations pre-
sented in Section 2.3.2356. 

7KH�PDUN�XS� LV�SULPDULO\�GH¿QHG�DV� WKH�GLIIHUHQFH�EHWZHHQ� WKH� UHWDLO�HQHUJ\�FRPSRQHQW�FRVWV�DQG� WKH�
ZKROHVDOH�PDUNHW�SULFH��0DUN�XSV�DUH�QRW�SUHFLVHO\�FRPSDUDEOH�WR�¿QDO�SUR¿W��6XSSOLHUV�KDYH�WR�SD\�RS-
erational costs and taxes out of this margin. Mark-ups represent the gross margin, while the actual or net 
PDUJLQ�ZLOO� GHSHQG� VLJQL¿FDQWO\� RQ� RSHUDWLQJ� FRVWV� DQG� FRQVXPSWLRQ� OHYHOV�� +RZHYHU�� WKH� HYROXWLRQ� RI�
mark-ups may serve as an indication of the level of retail competition and the ‘responsiveness’ of retail to 
wholesale prices over time.

Retail energy component cost

The available data for this exercise differ for gas and electricity markets. Therefore, two different approach-
es were taken in order to assess the retail household energy component cost in each of the markets. Both 
consumption levels and prices indicators were used for the analysis.

a) Electricity

�� Consumption levels: the DC Eurostat consumption band (2,500-5,000 kWh) was applied. 

�� (XURVWDW¶V�EUHDNGRZQ�SURYLGLQJ�GDWD�RQ�WKH�HQHUJ\�FRPSRQHQW�RI�WKH�UHWDLO�KRXVHKROG�¿QDO�SULFHV�
ZDV�XVHG��'DWD�DUH�DYDLODEOH�IRU�D�ORQJHU�SHULRG�DQG�IRU�DOO�(8�06V��(XURVWDW�GDWD�ZDV�FURVV�
checked for inconsistencies with the ACER database on retail offers and other relevant data.

b) Gas

�� &RQVXPSWLRQ�OHYHO��DQ�(8�URXJK�DYHUDJH�FRQVXPSWLRQ�OHYHO���������N:K�\HDU��ZDV�DSSOLHG��

�� Energy component: the ACER database on retail offers breakdown was used, since Eurostat 
does not provide a detailed component breakdown for gas.

Methodology to identify the wholesale price 

The energy costs which suppliers incur when buying electricity to supply customers at retail level depend 
on several factors. Wholesale energy costs vary between suppliers and over time with changing wholesale 
prices and procurement strategies (Figure A 1). These strategies include hedging schemes against volatile 
short-term (day-ahead) prices. Hedging strategies are characterised among other factors by: i.) the portfolio 
RI�SURGXFWV�XVHG�WR�KHGJH��LL���WKH�SRLQW�LQ�WLPH�ZKHQ�¿UPV�VWDUW�WR�SXUFKDVH�HQHUJ\�DKHDG�RI�WKH�WLPH�RI�
GHOLYHU\��H�J��������������HWF��PRQWKV���DQG�LLL���WKH�SRLQW�LQ�WLPH�ZKHQ�¿UPV�VWRS�SXUFKDVLQJ�HQHUJ\��H�J������
6 months ahead of the time of delivery, immediately before delivery, etc.).

356 Note that in the Section assessing mark-ups, mark-ups were assessed for retail household consumers. For electricity, mark-ups 
were estimated for the period from 2008 to 2013; meanwhile for gas, the assessment covers only the 2012 to 2013 period due 
to the limited data available.
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Figure A 1:  A schematic representation of a procurement model 

 

Source: E-Control

Products for hedging, if available to market participants in an MS, include annual (base/peak), quarterly 
(base/peak), monthly (base/peak) and swaps. Hedging can also be achieved by means of long-term bilat-
eral contracts. In electricity, prices of bilateral contracts are usually not known. In gas, long-term bilateral 
FRQWUDFW�SULFHV�PD\�EH�LQGH[HG�WR�GLIIHUHQW�FRPPRGLWLHV�±�PDLQO\�RLO�±�RU�DOVR�WR�KXE�SULFHV��7KH�LQGLYLGXDO�
FRQGLWLRQV�RI�HDFK�SDUWLFXODU�FRQWUDFW�PDNH�LW�GLI¿FXOW�WR�DVVHVV�¿QDO�JDV�SULFHV��1HYHUWKHOHVV��HYHQ�ZKHQ�
companies use bilateral contracts, market-based prices can be used to estimate their value, since the en-
ergy of bilateral contracts can be valued at the price at which companies are able to sell the energy on the 
wholesale market.

3URYLGHG�WKDW�VXSSOLHUV�KDYH�DFFHVV�WR�PDUNHWV�ZLWK�VXI¿FLHQWO\�OLTXLGLW\�LQ�IRUZDUG�PDUNHWV�LQ�DQ�06��VXS-
pliers need to strike a balance between the amount of forward and spot products that are to be procured 
WR�IXO¿O�WKH�FRQWUDFWXDO�REOLJDWLRQV�GRZQVWUHDP��)RU�H[DPSOH��D�µVKRUW¶�VWUDWHJ\�ZRXOG�PHDQ�WKDW�IRU�PRVW�
of the hours in the year, the supplier needs to buy in the spot market to meet the demand to be served. A 
‘balanced’ strategy would mean that additional electricity has to be bought on the spot market half of the 
time in a year, while during the other months the retailer needs to sell excess electricity on the spot market. 
A strategy whereby 100% of the energy is procured on the spot market seems unlikely, as it entails a high 
risk for suppliers. An exception would be those markets where suppliers offer products which are directly 
linked to hourly day-ahead prices, as in the case of electricity suppliers in Norway. 
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Approach for electricity

As explained above, procurement strategies feature many hedging schemes requiring diverse phases357. 
Due to data and time constraints, for the analysis presented in this MMR, the following methodology was 
applied to infer electricity wholesale market prices:

L�� :KHUH�LQVXI¿FLHQW�KHGJLQJ�SURGXFWV�DUH�DYDLODEOH��WKH�DQDO\VLV�ZDV�EDVHG�RQ�WKH�EHVW�DYDLODEOH�
information (usually day-ahead prices); 

LL�� :KHUH�VXI¿FLHQW�OLTXLG�RUJDQLVHG�IRUZDUG�PDUNHWV�DUH�DYDLODEOH��WKH�DVVHVVPHQW�ZDV�EDVHG�RQ�
one selected hedging strategy combined with a limited procurement of day-ahead products to 
match demand. 

,Q�FDVH�RI�LL�WKH�IROORZLQJ�VLPSOL¿HG�KHGJLQJ�VWUDWHJ\�ZDV�XVHG�

�� The hedging strategy was based on the procurement of year-ahead and day-ahead products;

�� 7KH�VWDUW�DQG�¿QLVK�SRLQW�RI�HQHUJ\�SURFXUHPHQW�ZDV�DVVXPHG�WR�VWDUW����PRQWKV358 ahead of de-
OLYHU\�DQG�¿QLVK���PRQWKV�EHIRUH�GHOLYHU\359. The incurred cost of year-ahead products is assumed 
to be spread across the buying period, and assumes a constant rate of purchase; and

�� The amount of electricity contracted year-ahead to supply downstream was assumed to be equal 
to the lowest observed consumption (i.e. load) on a day during a year in an MS. The remaining 
daily (variable) demand was assumed to be sourced (by buying or selling) day-ahead360. Figure A 
2 presents a schematic representation of the share of year-ahead versus day-ahead procurement 
XVLQJ�KRXVHKROG�HOHFWULFLW\�ORDG�SUR¿OHV�IRU�6SDLQ361. 

357 For an accurate assessment of the cost of different hedging strategies, the following detailed information and steps among 
others would be required to:
�� 'H¿QH�D�VHW�RI�KHGJLQJ�VWUDWHJLHV�WR�EH�DVVHVVHG��LQFOXGLQJ�WKH�VWDUW�DQG�¿QDO�SRLQW�IRU�SURFXULQJ�HQHUJ\��DQG�WKH�EDODQFH�

of products to be procured to meet demand (yearly products, quarterly, etc.)
�� Obtain full access to prices of all forward and day-ahead products.
�� 8VH�YROXPH�ZHLJKWHG�DYHUDJHV�WR�WDNH�DFFRXQW�RI�WKH�GLIIHUHQW�YROXPHV�SURFXUHG�WKURXJKRXW�WKH�\HDU�WR�PHHW�GHPDQG��H�J��

procurement of gas will be higher for delivery in winter than in summer).
�� Calculate the ‘shaping costs’ (for electricity), which are the costs of shaping the purchasing of electricity to match the hourly 

GHPDQG�SUR¿OH�RI�GRPHVWLF�FRQVXPHUV��µ6KDSLQJ�FRVWV¶�PD\�LQFOXGH�
�� WKH� FRVWV� RI� ¿QDQFLDO� SURGXFWV� �H�J�� RSWLRQV�� WR� KHGJH� WKH� SULFH� ULVN� IRU� WKH� HQHUJ\� WR� EH� SXUFKDVHG� GD\�DKHDG�

(difference between day-ahead demand forecast and the procurement of long term products).
�� the costs of buying (or reselling) day-ahead the missing (or excess) of energy, resulting from the difference between 

day-ahead demand forecast and the procurement of long-term products.
�� &DOFXODWLQJ�µVKDSLQJ�FRVWV¶�LPSOLHV�WKDW�WKH�H[SHFWHG�KRXUO\�ORDG�SUR¿OH�RI�KRXVHKROGV�QHHG�WR�EH�DYDLODEOH�

358 For some MSs, these contracts may not be available, in which case the best alternative is selected (i.e. procurement starts 12 
PRQWKV�DKHDG�RI�GHOLYHU\�DQG�¿QLVKHV�MXVW�EHIRUH�GHOLYHU\��

359 This has proved a reasonable strategy (e.g. based on Ofgem’s work).
360� )RU�WKH�GHPDQG�SUR¿OH��QDWLRQDO�KRXVHKROG�FRQVXPSWLRQ�SUR¿OHV�ZLOO�EH�XVHG�ZKHUH�DYDLODEOH��2WKHUZLVH��WKH\�ZLOO�EH�EDVHG�RQ�

RYHUDOO�ORDG�SUR¿OHV�DV�SURYLGHG�E\�(1762�(�
361� $V�H[SODLQHG�DERYH��KRXVHKROG�KRXUO\�SUR¿OHV�ZRXOG�QRUPDOO\�EH�XVHG�LQVWHDG��ZKHUH�DYDLODEOH�
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Figure A 2:  Schematic representation of the proposed calculation of the share of forward YA procure-
PHQW�EDVHG�RQ�KRXVHKROG�HOHFWULFLW\�ORDG�SUR¿OHV�IRU�6SDLQ�±�-DQXDU\±'HFHPEHU�������GDLO\�
demand, MWh)

 

Source: CNMC, ACER (2014)

In view of the above methodological steps, the following approaches are envisaged for the different MSs:

Table A 1:  Electricity wholesale market prices procurement strategies employed per MS.

Approach Country

3URFXUHPHQW�EDVHG�RQ�KHGJLQJ��;��\HDUO\�EDVH�ORDG������;��'$� Austria, Belgium, the Czech Republic, Denmark, Finland, France, 
*HUPDQ\��*UHDW�%ULWDLQ��,WDO\��WKH�1HWKHUODQGV��3RODQG��3RUWXJDO��6SDLQ�

Procurement 100% based on DA
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Approach for gas

,Q�WKH�PDMRULW\�RI�(8�06V��JDV�VXSSOLHV�DUH�VWLOO�QHJRWLDWHG�WKURXJK�ORQJ�WHUP�ELODWHUDO�FRQWUDFWV��2QO\�D�IHZ�
06V�KDYH�RUJDQLVHG�PDUNHWV��L�H��JDV�KXEV���DQG�QRW�DOO�RI�WKHVH�KXEV�VHHP�WR�GHOLYHU�VXI¿FLHQW�OLTXLGLW\�RQ�
IRUZDUG�SURGXFWV�RQ�ZKLFK�WR�EDVH�D�KHGJLQJ�VXSSO\�VWUDWHJ\��7KHUHIRUH�±�DV�LQ�WKH�FDVH�RI�HOHFWULFLW\�±�GLIIHU-
HQW�DSSURDFKHV�ZHUH�FRQVLGHUHG�ZKHQ�DVVHVVLQJ�WKH�ZKROHVDOH�JDV�SULFHV�IRU�HDFK�RI�WKH�GLIIHUHQW�(8�06V�

i. If the MS has no hub, the gas wholesale price was fully referenced to the prices of long-term con-
tracts by using the Eurostat Comext Database on declared gas import prices at the MS’s borders;

LL�� ,Q�06V�ZLWK�KXEV��DOWKRXJK�ZLWK�LQVXI¿FLHQWO\�FRPSOHWH�DQG�RU�LOOLTXLG�IRUZDUG�SURGXFWV362, a com-
bination of long-term contracts prices plus short-term hub products prices was used; and

LLL�� ,Q�WKRVH�06V�KDYLQJ�KXEV�ZLWK�VXI¿FLHQW�OLTXLGLW\�LQ�IRUZDUG�PDUNHW�SURGXFWV��WKH�DVVHVVPHQW�ZDV�
based solely on hub price references.

,Q�WKH�FDVH�RI�LL�WKH�IROORZLQJ�VLPSOL¿HG�µKHGJLQJ¶�VWHSV�ZHUH�WDNHQ�

�� In those less liquid hubs363, the wholesale price reference was mainly based on monthly long-term 
FRQWUDFW�SULFHV�±�DJDLQ�WKURXJK�WKH�(XURVWDW�&RPH[W�'DWDEDVH�RQ�GHFODUHG�JDV�LPSRUW�SULFHV�DW�
WKH�ERUGHUV�RI�06V�±�SOXV�WKH�LQFRUSRUDWLRQ�RI�D�VPDOO�SRUWLRQ�RI�DYHUDJH�GD\�DKHDG�SULFHV�IURP�
organised markets.

�� The considered amount of gas purchased each month was 80% of long-term contracts’ price 
reference and 20% of average day-ahead price procurement.

,Q�WKH�FDVH�RI�LLL�WKH�IROORZLQJ�VLPSOL¿HG�KHGJLQJ�VWUDWHJ\�ZDV�GHYLVHG�

�� The proposed hedging strategy was assumed to be based on two products year-ahead and day-
ahead products;

�� 7KH�VWDUW�DQG�¿QLVK�SRLQW�RI�JDV�SURFXUHPHQW�ZDV�DVVXPHG�WR�VWDUW����PRQWKV364 ahead of delivery 
DQG�¿QLVK�VL[�PRQWKV�EHIRUH�GHOLYHU\��DQG

�� The amount of gas purchased with year-ahead products was made equal to the average daily 
demand of the lowest consumption month of the year. The difference between each month’s de-
mand and the month of lowest consumption will be covered by the average price of day-ahead 
products in the month.

362� 6XI¿FLHQW�OLTXLGLW\�YDOXHV�ZHUH�PHDVXUHG�RQ�WKH�EDVLV�RI�WKH�,&,6�+HUHQ�(XURSHDQ�*DV�+XEV�5HSRUW������7UDGDELOLW\�,QGH[��
HYHQ�LQ�VRPH�KXEV�ZKHUH�FHUWDLQ�IRUZDUG�SURGXFWV�ZHUH�RIIHUHG��WKHVH�ZHUH�QRW�HQWLUHO\�FRQVLGHUHG�DV�VXI¿FLHQWO\�UHSUHVHQWDWLYH�
of an overall wholesale price reference due to their limited tradability.

363 See footnote 362.
364 See footnote 358.
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In view of the above methodological steps, it is envisaged to apply the following approaches to the different MS:

Table A 2:  Gas wholesale market price procurement strategies employed per MS.

Approach Country
Procurement 100% based on LT contracts import prices – a) i All others
Procurement based on LT and on DA hedging for less liquid hubs – a) ii %HOJLXP��)UDQFH��$XVWULD��,WDO\��WKH�&]HFK�5HSXEOLF��'HQPDUN
Procurement based on hedging for more liquid hubs – a) iii 8.��WKH�1HWKHUODQGV��*HUPDQ\��1&*���*$6322/��

Note: Eurostat Comext database – at 10 February 2014 – provides no data on gas import prices in Austria, Denmark, Finland, Ger-
many, Luxembourg, the Netherlands and Poland. Those NRAs were individually requested to provide the data, or to validate, at the 
ACER’s proposal, alternative sources. 

Treatment of other supply costs 

In addition to sourcing costs from the wholesale market, other costs (non-energy related) are incurred by 
VXSSOLHUV�DW� WKH�UHWDLO� OHYHO�� WKHVH�LQFOXGH�RSHUDWLQJ�FRVWV�VXFK�DV�FXVWRPHU�VHUYLFHV��VWDI¿QJ��,7��VDOHV�
marketing, billing, debt costs, etc. 

1HYHUWKHOHVV��VRPH�RWKHU�FRVWV��HQHUJ\�UHODWHG��ZKLFK�DUH�QRW�LQFOXGHG�LQ�WKH�DQDO\VLV�PD\�GLIIHU�VLJQL¿-
cantly between MSs. These include, for example, in electricity:

i. Network losses, in some MSs, these are components of the network charges. In some others, the 
wholesale cost borne by suppliers is directly increased by the percentage of losses;365 

ii. System services, which are not included in some MSs in the network charges and which are 
sometimes not negligible366; and

LLL�� 2WKHU�VXSSO\�FRVWV��H�J��5HQHZDEOH�2EOLJDWLRQ�&HUWL¿FDWHV��WKDW�DUH�QRW�QHWZRUN�RU�WD[�VXEVLG\�
related.

By excluding these costs, the estimated mark-up results will be less comparable across the MSs. In order 
WR�UHPHG\�WKLV��$&(5�UH¿QHG�WKH�PHWKRGRORJ\�DQG�FROOHFWHG�LQIRUPDWLRQ�DERXW�µRWKHU�VXSSO\�FRVWV¶��HQHUJ\�
related) in each MSs. In collecting these data, the MM drafting team required assistance from NRAs.

365 For example, 7% of the electricity wholesale price in GB and 14% in Spain.
366 For example, in Spain redispatching and balancing costs and capacity payments reach nearly 10 euros/MWh.
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Annex 2: The relationship between the wholesale and en-
ergy component of retail electricity prices by country 

)LJXUH�$����� 7KH�UHODWLRQVKLS�EHWZHHQ�WKH�ZKROHVDOH�DQG�HQHUJ\�FRPSRQHQWV�RI�UHWDLO�SULFHV�±�HXURV�0:K
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Spain

Sweden

Source: NRAs and European power exchanges data (2014) and ACER calculations
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Annex 3: Presence of major gas suppliers in Europe
)LJXUH�$����� 3UHVHQFH�RI�PDMRU�JDV�VXSSOLHUV�LQ�(XURSH�DQG�PDUNHW�VKDUHV�RI�FURVV�ERUGHU�HQWUDQWV�±������

Source: ACER analysis based on Datamonitor’s data
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Annex 4: Electricity and gas household and industrial con-
sumer price levels per MS

Figure A 5:  Electricity household and industrial consumer price levels per MS per band (euro cents/kWh)

 

Source: ACER, based on Eurostat (21/7/2014)

Notes: Dutch electricity prices for household consumer band DA are not applicable, as a special annual refund per connection would 
result in unrealistic national prices for this band. For large industrial end-users (band IF), prices are not applicable for Malta and Lux-
HPERXUJ��DQG�QRW�DYDLODEOH�IRU�,UHODQG��FRQ¿GHQWLDO���3ULFHV�IRU�%DQG�,*�DUH�QRW�DYDLODEOH�IRU�D�IHZ�FRXQWULHV��DV�WKH�SULFH�GDWD�IRU�WKLV�
EDQG�DUH�GHFODUHG�RQ�D�YROXQWDU\�EDVLV��6RXUFH��KWWS���HSS�HXURVWDW�HF�HXURSD�HX�FDFKH�,7<B6''6�)5�QUJBSULFHBHVPV�KWP�

Figure A 5 shows electricity 2013 price levels (euro cents/kWh) per household and industrial consumer 
band. The price for electricity per kWh varies according to total annual electricity consumption. These con-
sumption levels are categorised in ‘bands’ for both the household and industrial sector. 

7KH�KRXVHKROG�VHFWRU�KDV�¿YH�EDQGV��UDQJLQJ�IURP�'$�WR�'(��'$��FRQVXPSWLRQ���������N:K��

�� DB: 1,000 kWh < consumption < 2,500 kWh; 
�� DC: 2,500 kWh < consumption < 5,000 kWh; 
�� DD: 5,000 kWh < consumption < 15,000 kWh; 
�� DE: consumption > 15,000 kWh. 

The industrial sector has seven bands, ranging from IA to IG: 

�� IA: Consumption < 20 MWh;
�� IB: 20 MWh < consumption < 500 MWh; 
�� IC: 500 MWh < consumption < 2,000 MWh; 
�� ID: 2,000 MWh < consumption < 20,000 MWh; 
�� IE: 20,000 MWh < consumption < 70,000 MWh; 
�� IF: 70,000 MWh < consumption < 150,000 MWh; 
�� IG: consumption > 150,000 MWh. 
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Figure A 6:  Gas household and industrial consumer price levels per MS per band (euro cents/kWh)

Source: ACER, based on Eurostat (21/7/2014)

Notes: Due to the limited size of the natural gas markets in Finland (households), Cyprus, and Malta, data for these countries are not 
DYDLODEOH�RU�RQO\�SDUWLDOO\�DYDLODEOH��3ULFHV�IRU�ODUJH�LQGXVWULDO�HQG�XVHUV��EDQG�,���DUH�QRW�DSSOLFDEOH�IRU�/X[HPERXUJ��DQG�FRQ¿GHQWLDO�
IRU�,UHODQG�DQG�6ORYHQLD��3ULFHV�IRU�%DQG�,���DQQXDO�FRQVXPSWLRQ�DERYH�����������*-�DUH�QRW�DYDLODEOH�IRU�D�IHZ�FRXQWULHV��DV�WKH�
price data for this band are declared on a voluntary basis. 

Figure A 6 shows gas 2013 price levels (euro cents/kWh) per household and industrial consumer band. The 
price of gas per kWh varies according to the total amount of gas consumed per year. These consumption 
levels are categorised in ‘bands’ for both the household and industrial sector. 

The household sector has three bands, ranging from D1 to D3: 

�� D1: consumption < 20 GJ;
�� D2: 20 GJ < consumption < 200 GJ; 
�� D3: consumption > 200 GJ. 

Six bands are used for gas consumption in the industrial sector, ranging from I1 to I6: 

�� I1: consumption < 1,000 GJ;
�� I2: 1,000 GJ < consumption < 10,000 GJ; 
�� I3: 10,000 GJ < consumption < 100,000 GJ; 
�� I4: 100,000 GJ < consumption < 1,000,000 GJ; 
�� I5: 1,000,000 GJ < consumption < 4,000,000 GJ; 
�� I6: consumption > 4,000,000 GJ.
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Annex 5: Electricity and gas household price break-down 
)LJXUH�$����� �����3273�HOHFWULFLW\�DQG�JDV�EUHDN�GRZQ�DQG�FRPSDULVRQ�ZLWK�WKH������SULFH�±�LQFXPEHQWV¶�

VWDQGDUG�RIIHUV�IRU�KRXVHKROGV�LQ�FDSLWDO�FLWLHV�±�1RYHPEHU±�'HFHPEHU���������

 

Source: ACER Retail Database and information from NRAs (2013)
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Annex 7: List of price comparison websites from which of-
fers were obtained

Table A 4:  Price comparison websites for the offer data analysis

Country Electricity Gas

AT KWWS���ZZZ�H�FRQWURO�DW�KDXVKDOWV�WDULINDONXODWRU KWWS���ZZZ�H�FRQWURO�DW�KDXVKDOWV�WDULINDONXODWRU�
BE KWWS���ZZZ�EUXVLP�EH� KWWS���ZZZ�EUXVLP�EH�
BE Information from NRA Information from NRA
HR KWWSV���NRPSDUH�KU�� 6XSSOLHU¶V�VLWH��KWWS���ZZZ�JS]�RSVNUED�KU��
CZ KWWS���NDONXODWRU�HUX�F]�� KWWS���ZZZ�FHQ\HQHUJLH�F]�
CY Information from NRA n.a.
DK KWWS���ZZZ�HOSULVWDYOHQ�GN� KWWS���JDVSULVJXLGHQ�GN�
EE KWWSV���PLQXHOHNWHU�HH�FDOF� 6XSSOLHU¶V�VLWH��KWWS���ZZZ�JDDV�HH�
FI KWWS���ZZZ�VDKNRQKLQWD�¿�� KWWS���ZZZ�JDVXP�¿�<NVLW\LVLOOH�.RGLQ�ODPPLW\V�KLQQDVWRW��
FR www.energie-info.fr www.energie-info.fr
DE www.verivox.de www.verivox.de
GR NRA KWWS���ZZZ�DHULRDWWLNLV�JU�GHIDXOW�DVS["SLG ��	OD �	DUWLG ����
HU Information from NRA and other offers from 3 suppliers KWWS���ZZZ�YDVDUORFVDSDW�KX�
IE KWWS���ZZZ�ERQNHUV�LH�FRPSDUH�JDV�HOHFWULFLW\�SULFHV�HOHFWULFLW\�� KWWS���ZZZ�ERQNHUV�LH�FRPSDUH�JDV�HOHFWULFLW\�SULFHV�JDV
IT KWWS���WURYDRIIHUWH�DXWRULWD�HQHUJLD�LW�� KWWS���WURYDRIIHUWH�DXWRULWD�HQHUJLD�LW�
LV Information from NRA Information from NRA
LT Information from NRA Information from NRA

LU KWWS���ZZZ�LOU�SXEOLF�OX�VWURXPDJDV�FRPSDUDLVRQBGHVBSUL[�
index.html KWWS���ZZZ�LOU�SXEOLF�OX�JD]�IRXUQLVVHXUV��

MT Information from NRA n.a.
NL KWWS���ZZZ�HQHUJLHOHYHUDQFLHUV�QO�HQHUJLH�YHUJHOLMNHQ KWWS���ZZZ�HDV\VZLWFK�QO�HQHUJLH�
NI KWWS���ZZZ�FRQVXPHUFRXQFLO�RUJ�XN�HQHUJ\�SULFH�FRPSDULVRQ�� n.a.

NO KWWS���ZZZ�NRQNXUUDQVHWLOV\QHW�QR�HQ�(OHFWULFLW\�SULFHV�&KHFN�
SRZHU�SULFHV� n.a.

PL KWWS���XUH�JRY�SO�IWS�XUH�NDONXODWRU�XUH�IRUPXODU]BNDONXODWRUB
html.php Information from NRA

PT KWWS���ZZZ�HUVH�SW���Simulador de Preços de Energia Elétrica KWWS���ZZZ�HUVH�SW���Simulador de Preços des Gas Natural
RO Information from NRA Information from NRA

SK KWWS���ZZZ�XUVR�JRY�VN������&,65(6�$JHQGD�QVI�
KalkulackaElektrinaNewWeb

KWWS���ZZZ�XUVR�JRY�VN������&,65(6�$JHQGD�QVI�
.DONXODFND3O\Q1HZ:HE�

SI
KWWS���ZZZ�DJHQ�UV�VL�SULPHUMDOQLN�LQGH[�SKS"�
NDONXODWRUHOHNWULND�NDONXODWRU�DFWLRQ�,]ELUD2GMHPDOFD�
UHGLUHFWHG���

KWWS���ZZZ�DJHQ�UV�VL�SULPHUMDOQLN�LQGH[�SKS"�NDONXODWRUSOLQ�
NDONXODWRU�DFWLRQ�NRUDN��UHGLUHFWHG���

ES KWWS���FRPSDUDGRURIHUWDVHQHUJLD�FQPF�HV�FRPSDUDGRU�� KWWS���FRPSDUDGRURIHUWDVHQHUJLD�FQPF�HV�FRPSDUDGRU�
SE KWWS���ZZZ�HL�VH�HOSULVNROOHQ� ,QGLYLGXDO�VXSSOLHUV¶�RIIHUV
UK KWWS���ZZZ�XNSRZHU�FR�XN� KWWS���ZZZ�XNSRZHU�FR�XN�

Source: ACER, November–December 2013
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Annex 8: Survey of estimates of values of DSF 
Table A 5:  Survey of estimates of values of implicit DSF in electricity (euros/kW/yr)

Source Scope Metric %HQHÀW 2ULJLQ�RI�EHQHÀW Comment

EC COM(2014) 356, 
Benchmarking smart 
metering deployment 
in the EU-27 with a 
focus on electricity

EU billion euros NPV 23 billion NPV 1HW�VPDUW�PHWHULQJ�EHQH¿WV�
projected in CBA studies, 
including administrative 
savings, net of metering 
and operating costs

7RWDO�SURMHFWHG�E\�&(3$�
IURP�VWXG\�UHVXOW�RI�HXURV�
���SHU�PHWHULQJ�SRLQW��0DQ\�
MSs appear to have been 
unambitious in relation to 
the uptake of DSF methods.

HXURV�N:�\HDU�RI�
peak demand

��N:�\U *URVV�HQHUJ\�VDYLQJV�
�RQO\���DULVLQJ�IURP�DVVRUWHG�
smart metering programs 
YDU\LQJ�E\�06��,QFOXGHV�
demand reduction due 
to greater awareness of 
consumption, and other 
PHDVXUHV�PRVWO\�OLNHO\�WR�
focus on implicit DSF.

$PRXQW�SURMHFWHG�E\�&(3$�
IURP�VWXG\�UHVXOW�RI�DYHUDJH�
���HQHUJ\�VDYLQJ��7KLV�
���LV�OLNHO\�WR�DSSO\�WR�WKH�
QHZO\�PHWHUHG�FXVWRPHUV��
not the whole market. This 
level is consistent with 
greater awareness of usage 
and simple ToU tariffs.

% peak load shift 1% to 10%

A Faruqui, D Harris 
and R Hledik 
(2009), Unlocking 
the euros53 Billion 
Savings from Smart 
Meters in the EU, The 
Brattle Group

EU HXURV�N:�\HDU�RI�
peak demand

��WR����N:�\U *URVV�HQHUJ\�DQG�
QHWZRUN�EHQH¿WV�IURP�
VPDUW�PHWHULQJ��PRVWO\�
implicit DSF, excluding 
DGPLQLVWUDWLYH�EHQH¿WV�DQG�
smart metering costs

In the low cases, a net 
loss is made after costs 
of metering and admin 
EHQH¿WV��$FKLHYLQJ�WKH�KLJK�
case is contingent upon 
high level of consumer 
engagement.

%UDGOH\�3���0��/HDFK�
and J. Torriti (2013) 
A Review of the 
&RVWV�DQG�%HQH¿WV�RI�
Demand Response 
for Electricity in the 
UK

UK HXURV�N:�\HDU�RI�
peak demand

��N:�\HDU *URVV�HQHUJ\�EHQH¿WV�IURP�
smart metering schemes, 
PRVWO\�LPSOLFLW�'6)��
excluding administrative 
EHQH¿WV�DQG�VPDUW�PHWHULQJ�
cost. Also includes 
resistive loss savings and 
environmental savings from 
CO2 abatement.

GB is the most optimistic 
of the EU MSs in relation 
WR�WKH�RYHUDOO�¿QDQFLDO�
EHQH¿WV�RI�VPDUW�PHWHULQJ��
DOEHLW�WKDW�HQHUJ\�UHGXFWLRQ�
projections in the UK from 
smart metering are less 
than the 3% average in 
06V¶�&%$V�

Source: Literature survey undertaken on behalf of ACER (2014) 
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7DEOH�$����� 6XUYH\�RI�HVWLPDWHV�RI�YDOXHV�RI�H[SOLFLW�'6)�LQ�HOHFWULFLW\�±��HXURV�N:�\U�

Source Scope Metric %HQHÀW 2ULJLQ�RI�EHQHÀW Comment

Capgemini (2008), 
'HPDQG�5HVSRQVH��D�
decisive breakthrough 
for Europe

EU-15 HXURV�N:�\U�RI�
peak demand

XS�WR����N:�\U 1HW�EHQH¿WV�RI�'6)��IURP�DOO�
kinds of schemes, explicit and 
implicit, to 2020

Inconsistent with the results of 
other studies.

6RXUFH��%RR]�	�
&RPSDQ\���������
%HQH¿WV�RI�DQ�
Integrated European 
(QHUJ\�0DUNHW

EU (approx.) HXURV�N:�\U�RI�
peak demand

��WR����N:�\U 1HW�EHQH¿WV�RI�'65�WR�EDODQFH�
VXSSO\�DQG�GHPDQG�WR�������
WDNLQJ�LQWR�DFFRXQW�D�IXOO\�
integrated market with optimal 
interconnection

Much greater savings potential 
if full market integration and 
optimal interconnection levels 
DUH�GHOD\HG

(:,���������)OH[LELOLW\�
options in European 
HOHFWULFLW\�PDUNHWV�LQ�
high RES-E scenarios

EU (approx.) % of peak 
demand in 2050

10% Potential size of explicit DSR 
UHVRXUFH�E\�������HPSOR\HG�WR�
EDODQFH�VXSSO\�DQG�GHPDQG�LQ�
a future high wind low carbon 
future

The 10% is intended to be an 
achievable level based on a 
potential level of 18%. Can 
be compared with the 10% 
GHPDQG�UHVRXUFHV�DOUHDG\�
available in some parts of the 
USA.

H Gils (2014), 
Assessment of the 
theoretical demand 
response potential in 
(XURSH��(QHUJ\����
(2014) 1-18

Europe 
(broader 
than EU)

% of peak 
demand

14% Potential size of the explicit 
DSR resource

Total potential size, without 
UHJDUG�IRU�D�WUDMHFWRU\�RI�
DFKLHYDELOLW\�DV�LQ�(:,�������

dena (2010), Grid 
6WXG\�,,�±�,QWHJUDWLRQ�
of Renewable 
(QHUJ\�6RXUFHV�LQ�
the German Power 
6XSSO\�6\VWHP�IURP�
2015 – 2020 with an 
Outlook to 2025

*HUPDQ\ HXURV�N:�\U�RI�
peak demand

��N:�\U 1HW�V\VWHP�EHQH¿W�RI�H[SOLFLW�
'65�WR�EDODQFH�VXSSO\�DQG�
GHPDQG��PDLQO\�IURP�DYRLGLQJ�
FDSLWDO�FRVWV�RI�ÀH[LEOH�SODQW�
DQG�7	'��DQG�UHGXFLQJ�ZLQG�
curtailment

$PRXQW�SURMHFWHG�E\�&(3$�
IURP�HXURV���P�\HDU�WRWDO�
LQ�VWXG\��6WXG\�DVVHVVHV�
appropriate amounts of DSR 
against other sources of 
ÀH[LELOLW\��FDSSHG�E\�DYDLODEOH�
amount.

S Feuerriegel and 
D Neumann (2014), 
Measuring the 
¿QDQFLDO�LPSDFW�RI�
demand response for 
HOHFWULFLW\�UHWDLOHUV��
(QHUJ\�3ROLF\�����
359–368

*HUPDQ\ HXURV�N:�\U�RI�
peak demand

���N:�\U 6RPH�QHW�EHQH¿WV�RI�H[SOLFLW�
'65�WR�EDODQFH�VXSSO\�DQG�
demand

,PSODXVLEOH�TXDQWLW\�RI�'65�
UHVRXUFH�E\�FRPSDULVRQ�ZLWK�
RWKHU�VWXGLHV��DQG�RQO\�SDUWLDO�
HVWLPDWH�RI�EHQH¿WV
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Source Scope Metric %HQHÀW 2ULJLQ�RI�EHQHÀW Comment

%UDGOH\�3���0��/HDFK�
and J. Torriti (2013) 
A Review of the 
&RVWV�DQG�%HQH¿WV�RI�
Demand Response 
IRU�(OHFWULFLW\�LQ�WKH�
UK

UK HXURV�N:�\U�RI�
peak demand

����WR����N:�\U 1HW�EHQH¿WV�RI�H[SOLFLW�'65�WR�
EDODQFH�VXSSO\�DQG�GHPDQG��
and reduce or eliminate 
LQYROXQWDU\�FXUWDLOPHQWV

7KH�YDOXH�LQ�EDODQFLQJ�VXSSO\�
DQG�GHPDQG�PRVWO\�DULVHV�
as wind power grows from 
its present level, which GB 
FXUUHQWO\�KDV�VXI¿FLHQW�ÀH[LELOLW\�
to cope with. No estimate 
was made of what proportion 
RI�FXVWRPHU�LQYROXQWDU\�
curtailments DSR could 
SUDFWLFDOO\�DYRLG�

Imperial College 
London (2012), 
Understanding the 
Balancing Challenge, 
6WXG\�IRU�'HSDUWPHQW�
RI�(QHUJ\�DQG�
Climate Change

UK HXURV�N:�\U�RI�
peak demand

��WR����N:�\U 1HW�EHQH¿WV�RI�H[SOLFLW�
'65�WR�EDODQFH�VXSSO\�DQG�
demand in the context of high 
LQWHUPLWWHQF\�LQ�JHQHUDWLRQ�
DQG�GHFDUERQLVDWLRQ�RI�HQHUJ\�
usage

Makes clear that if other 
ÀH[LELOLW\�WHFKQRORJLHV�DUH�
WKRURXJKO\�XVHG��WKH�YDOXH�RI�
DSR can be low, though also 
dependent upon other factors. 
'65�EHFRPHV�H[FHHGLQJO\�
valuable for balancing if those 
RWKHU�VRXUFHV�RI�ÀH[LELOLW\�DUH�
restrained, or in particular 
demand conditions.

US Department 
RI�(QHUJ\���������
%HQH¿WV�RI�GHPDQG�
UHVSRQVH�LQ�HOHFWULFLW\�
markets and 
recommendations for 
achieving them

USA (various 
zones)

HXURV�N:�\U�RI�
peak demand 
(gross)

����WR�����N:�\U 1HW�EHQH¿WV�RI�H[SOLFLW�'65�WR�
EDODQFH�VXSSO\�DQG�GHPDQG��
as found collated from seven 
studies of prospects for DSR

 

HXURV�N:�\U�RI�
peak demand 
(normalised)

����WR�����N:�\U The normalised amount 
compares the above on the 
basis of a 10% take-up of DSR, 
and corrects for some other 
VWXG\�GLIIHUHQFHV

Brattle Group (2007), 
4XDQWLI\LQJ�'HPDQG�
5HVSRQVH�%HQH¿WV�
In PJM

PJM (part), 
USA

HXURV�N:�\U�RI�
peak demand

����WR�����N:�\U 1HW�EHQH¿WV�RI�H[SOLFLW�'65�
delivering a 3% reduction in 
peak demand

In practice the DSR resource 
available to some US markets 
is up to 10% of their peak 
demand

Source: Literature survey undertaken on behalf of ACER (2014)

1RWH��'XULQJ�WKH�SURR¿QJ�SHULRG�RI�WKLV�UHSRUW��'*�(1(5�SXEOLVKHG�.(0$��,PSHULDO�&ROOHJH�DQG�1(5$���������,QWHJUDWLRQ�RI�5H-
newable Energy in Europe. It reports the result of modelling two scenarios (low and high) for the increased use of explicit DSF, to 
estimate the potential savings in the costs of additional transmission capacity needed in the EU by 2030 for renewables integration. 
This resulted in an estimate of around euros10 billion to euros15 billion per year (euros20/kW/yr to euros30/kW/yr). The model result 

LV�VKRZQ�RQO\�LQ�JUDSKLFDO�IRUP�DW�)LJ�����RI�WKDW�UHSRUW��KHQFH�WKH�DSSUR[LPDWH�QDWXUH�RI�WKH�¿JXUHV�UHSRUWHG�KHUH�
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Annex 9: Overview of primary national RES support regimes 
in Europe

Figure A 8:  Overview of primary national RES support schemes

 

Source: RES Legal (2014), available on: http://www.res-legal.eu

Note: The map shows the main support instrument in each member state based on three general categories and a combination of 
these three. Tax incentives, loans and other forms of support measures are not included in the map.
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Annex 10: Average available transfer capacity after day-
ahead gate closure per border 

)LJXUH�$����� $YHUDJH�DYDLODEOH�WUDQVIHU�FDSDFLW\�DIWHU�GD\�DKHDG�JDWH�FORVXUH�SHU�ERUGHU�±�������0:�

 

Source: ENTSO-E, data provided by NRAs through the ERI, Vulcanus (2014) and ACER calculations 
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Annex 11: Methodological note on the calculation of the 
potential for imbalance netting, exchange of balancing en-
ergy and benefits that can be achieved from the integra-
tion of balancing energy markets

This annex explains the scope and methodology used in Section 3.3.1 to calculate the potential for imbal-
DQFH�QHWWLQJ��H[FKDQJH�RI�EDODQFLQJ�HQHUJ\�DQG�EHQH¿WV�SHU�ERUGHU�WKDW�FDQ�EH�DFKLHYHG�IURP�WKH�LQWHJUD-
tion of balancing energy markets.

The methodology does not intend to provide a precise estimate of the social welfare gains that could be 
achieved by integrating balancing markets. Instead, it is intended to provide a rough estimate (at least an 
RUGHU�RI�PDJQLWXGH��RI�WKH�SRWHQWLDO�HI¿FLHQF\�JDLQV�SHU�ERUGHU�

7KH�EHQH¿WV�FDQ�EH�VHHQ�HLWKHU�IURP�WKH�SHUVSHFWLYH�RI�WKH�762V��LI�WKH\�FDQ�SURFXUH�EDODQFLQJ�HQHUJ\�
at a lower price) or from the perspective of the BRPs (if they incur lower costs for their imbalances, being 
those costs equal to the volumes of their imbalances multiplied by the corresponding imbalance price). Both 
DSSURDFKHV�VKRXOG�\LHOG�VLPLODU�UHVXOWV��SURYLGHG�WKH�LPEDODQFH�SULFHV�UHÀHFW�WKH�SULFHV�RI�WKH�EDODQFLQJ�
energy necessary to keep the system in balance, as explained below.

The imbalance settlement can (typically) be done either through a one-price or two-price system as sum-
marised in Table A 7.

Table A 7: Imbalance settlement through typical one-price and two-price systems

Imbalance settlement through a typical one-price system

System Imbalance

Short Long

BRP Imbalance
Short �%3X �%3G
Long -BPu -BPd

Imbalance settlement through a typical two-price system

System Imbalance

Short Long

BRP Imbalance
Short -BPu ��3'$��RU�OLQNHG�WR�3'$�
Long -PDA (or linked to PDA) -BPd

Source: ACER based on Impact Assessment on European Electricity Balancing Market (Contract EC DG ENER/B2/524/2011), Final 
Report (2013)

Notes: BPu= price of upward energy regulation, BPd= price of downward energy regulation, PDA=Day-ahead Power Exchange price.

In either the one-price or two-price mechanisms, when a system is short of energy, the imbalance price for 
‘short’ BRPs can be considered a good proxy for the price at which TSOs procure upward balancing energy. 
Similarly, when a system is ‘long’, the imbalance price for ‘long’ BRPs can be understood as a proxy for 
the downward balancing energy. If TSOs were allowed to procure balancing energy in any of the adjacent 
PDUNHWV��WKH\�FRXOG�VDYH�PRQH\�E\��¿UVW��DSSO\LQJ�LPEDODQFH�QHWWLQJ�DQG��VHFRQG��SURFXULQJ�WKH�UHPDLQ-
ing need for balancing energy at the cheapest possible price. Those savings would then be transferred to 
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BRPs. Therefore, the potential savings can also be calculated by considering that BRPs are charged the 
lowest imbalance price across adjacent markets. This was the approach taken for this analysis. As ex-
plained in Section 3.3.1, due to the diverging national imbalance settlement mechanisms, the results of the 
calculations provide an indication of both the potential for further harmonisation of imbalance settlement 
pricing and the potential for the exchange of balancing energy. 

The calculations were made with a two-step approach. First, the potential for imbalance netting subject to 
cross-border capacity calculations was computed. Second, based on the remaining system imbalances 
and the resulting cross-border capacity after the imbalance netting, the potential for further exchange for 
EDODQFLQJ�HQHUJ\��DQG�LWV�DVVRFLDWHG�HI¿FLHQF\�JDLQV��LV�FDOFXODWHG�

To apply the above outlined methodology, a number of assumptions were made:

�� The estimates assumed the deepest possible integration of balancing markets, i.e. the sharing of 
a full CMO list and includes the imbalance netting and the exchange of balancing energy from all 
types of balancing reserves.

�� The analysis considered only those gains that could be achieved by netting imbalances or by 
exchanging balancing energy. Savings obtained from the exchange of balancing reserves have 
not been considered due to the limited data available and to the fact that the incurred costs to 
procure balancing reserves are often recovered aside from the imbalance settlement mechanism. 
7KLV�DVSHFW��LI�QHJOHFWHG��PD\�OHDG�WR�DQ�XQGHUHVWLPDWH�RI�WKH�SRWHQWLDO�HI¿FLHQF\�JDLQV�FRPSDUHG�
to a situation where balancing reserves are also exchanged.

�� The estimates assumed ‘all else being equal’ and do not, in particular, consider the impact on 
the behaviour (their bids and offers) of market participants in organised markets following the 
application of imbalance netting and exchange of balancing energy. In addition, they do not take 
account of market resilience, i.e. the impact on prices of altering the volumes exchanged. This 
could be estimated precisely only by applying aggregated curves of supply and demand in each 
market and for all the exchangeable balancing products. This effect, if neglected, may lead to an 
overestimate of the potential savings.

�� The estimates do not take account of the effect of simultaneity, i.e. when system imbalances are 
netted with an adjacent system (or balancing energy is exchanged) for a given ISP, the same pro-
cess should not be simultaneously applied with a third neighbouring system. In reality, this would 
need an optimisation process to identify where imbalance nettings (or exchanges of balancing 
energy) are more valuable. 

�� The analysis does not take account of the various energy products from different types of reserves 
and their different weight across MSs in the respective imbalance prices. This would require hav-
ing access to and processing million data points corresponding to all the different balancing en-
ergy products of all the imbalance areas that are relevant for the analysis.

�� The analysis makes use of the net system imbalances. It is assumed that all out-of-balance BRPs 
deviate from their schedule in the same direction as the system. This would imply that the imbal-
ance price for being short or long can be considered to be respectively the upward or downward 
balancing energy price. This is consistent with the assumption proposed above that the savings 
obtained by TSOs equal the savings observed by BRPs.
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�� Calculations were made at the ISP level. When a border connects imbalance areas with two dif-
ferent ISPs, data was aggregated at the level of the largest ISP. For example, if the ISP in area 
A is 1 hour and in area B is 30 minutes, the energy volumes (balancing energy or imbalances) 
LQ�LPEDODQFH�DUHD�%�DUH�DGGHG�IRU�WKH�¿UVW�DQG�VHFRQG�KDOI�KRXU�DQG�VLPLODUO\��YROXPH�ZHLJKWHG�
averages were applied area B for the imbalance prices.

�� Imbalance netting and the exchange of balancing energy are subject to the available cross-border 
capacity in the economic direction after the intraday timeframe. Hourly values of available cross-
border capacity after the intraday timeframe were used.

�� Imbalance netting is applied in real time by acting on actual surplus or shortage, while the calcu-
lations made use of the total system imbalance in an ISP. This alters the results on the potential 
for imbalance netting (which is underestimated) and the potential for the exchange of balancing 
energy, because the imbalances within the ISP are not taken into account.

The above methodology described above made use of the following data items: (i) Amount of activated bal-
ancing energy (MWh) per ISP, all types of reserves; (ii) System net imbalance volumes (MWh); (iii) Imbalance 
prices per ISP (euros/MWh); and (iv) Available cross-border capacity after intraday, hourly values (MW).
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IP Interconnection point

LDZ Local distribution zone
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RES 5HQHZDEOH�HQHUJ\�VRXUFHV
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RPI Retail price index

SEE 6RXWK�(DVW�(XURSH��HOHFWULFLW\�UHJLRQ�

Sm3 Standard cubic metres

SME Small and medium-sized enterprise
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ST Short-term
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TEN-E 7UDQV�(XURSHDQ�(QHUJ\�1HWZRUNV

TEN-T Trans-European Transport Networks

TPA 7KLUG�SDUW\�DFFHVV

TSO 7UDQVPLVVLRQ�V\VWHP�RSHUDWRU

TTF 7LWOH�7UDQVIHU�)DFLOLW\��WKH�'XWFK�JDV�KXE�

UIOLI Use It or Lose It

UNC Uniform network code

VAT Value added tax

VTP Virtual trading point
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ZTP Zeebrugge Trading Point (the new Belgian gas hub)
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