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TRANSPARENCY OF CONSUMER ENERGY PRICES

Communication from the Commission to the Councii

1. INTRODUCTION

1.1 Orlgin of the proposal

in June 1980, the Energy Councli{ approved a set of principles
for Member States to put Into practice regarding energy.

In this fleld, some action had nevertheless already been taken.
Since 19583, In fact, the High Authority had, on the basls of
Article 60 ECSC, regulated certain practices In relatlon to
coal prices. From 1976, stemming from the ol!l crisls, Member
States have regarded It necessary to adopt various measures
with regard to ol! and oll products.

For more than thirty years, the Community has therefore applled
Instruments covering two areas: coall) and o112)

The Councl! adopted, In 1981 and 1983, recommsndatlons
concerning pricing and tariffs In the electriclty3) and gas
sectors4).

These two Recommendations invited Member States In ldentical
terms to "ensure that prices are characterlised by the greatest
possible degree of transparency . . ."“.

In 1984, the Commlsslion produced a report on the Implementation
of these Recommendations In the Member StatesS). The
commisslon noted In particular the need to extend the use of
tarlff structures and to Improve price transparency In Industry
in certain Member States. Several attempts to have adopted a
Council Resolution on the Implementation of these guldelines
falled to secure the necessary Councli! approval.

1) Declslon n°. 3053, 2nd May 1953. 0OJ n°® 6 4.5.53 p. 109.

2) Counci! Directive, 4th May 1976. 0J L 140, 28.5.76 p. 4.

3) Councll recommendation of 27 October 1981 on electricity tariff
structures In the Community (81/924/EEC); 0OJ L 337, 24.11.1981.

4) Council recommendatlion of 21 April 1983 on the methods of forming
natural gas prices and tarlffs In the Community (83/230/EEC); OJ L
123, 11.05.1983.

5) COM(B4)490 final, 18.09.1934,



1.2 The Internal Enerqy larket

Concern about energy price transparency Is now eoxpressed In a
different context namely the Single Act, which contains new
institutional provisions Inspired by a more dynalc vision of
European Integration and which alms to create a single
Communlty market by 1 January 1983. The ailm of achieving an
Internal ensrgy markot Is situated In this context.

In Its documsnt on the realisation of tho Internal Enorgy
Markot®) the commission once again oxplicltly ralses this
Important question (COM(88)238, 8 76-79) and announces Its
Intentlon to take actlon to Improveo cnargy price transparoncy.

In tho perspective of thas Implemantation of the Internal
Markot, those actlons assume a prlority character and become
part of a strategy of change.

THE OBJECTIVE IN QUESTION

At this prolininary gtage the Commlission undertook to submlt a
document contalning a "datalled comparative analysis of cnargy
prices plus conclusions and proposals regading transparency of
pricos, In particular for largs Industrial users." The analysls,
which formed the baslis of thls document, Is glven In Annox A.

In a second stage, the Commission proposes to extend the desirod
fleld of price transpency. The text of the Internal Energy Markeot
document (COM(88)238) Is clear vhon it refers to (877) "the lack of
transparency Inpricing (in particular In the case of large enorgy
usors).” it Is also cloar In propoging, as a consequence (879),
action In this soctor, looking to a mothod capable of "comblning a
minimum of transparency . . . and a normal degroe of
confldentlality . . . whlile paying opoeclial attontion to the
oconomlc Importance of largo onergy consumersg In tho Community.*

THE RESULTS_OJTAINED

3.1 Roaular publlicatlions

For goms years the Commigslion has been endoavouring to Improve
price transparoncy on the onergy market, and it publishos tho
information It recelves rogutarly. However, thero are gaps,
vhich vary In importance from ono onergy courco to another and
botween countries.

Among those porlodic Commligsion publications, thsro le the
"Bullotin of Energy Pricos”, the “Veokly 011 Bullotin”, "Gas
Prlcos", "Electriclty Pricos” and "Carnots de prix coal".

6)

€0:1(88)238 flinal.



3.2 Analysls of results by sector

A brlef review of the methods Implemsented, sector by sector,
to collect and process Information published by the
Commisslon on energy prices should allow some operational
conclusions to be drawn. These would concern the manner In
whlich one could better reallse the Improvement in energy
price transparency sought In the Iinternal Energy Market
document .

3.2.1 0Ol

There 1Is a dual communlicatlon procedure for the average
prices of crude oll and prices charged for oll products:
every 3 months the Member States send I[nformatlon under
Counci! Dlrectlve 76/491/EEC of 4 May 1976 but there Is also
a weekly bulletin which |s tacitly agreed between the oll
companlies and the Member States.

Concluslion: acceptable transparency seems to be obtalned;
the Commisslon, 1Is watching the sltuation closely and is
prepared to make technical Improvements where possible.

3.2.2 Solld fuels:

In the soild fuels sector, there |Is precise Informatlion
avallable on coal prices and domestic coal! products. Thls
is Is based on Declslon n°. 3053, as amended on 2nd May
1953, which imposes an obligation to notify on producers and
certaln distributors. Statistlics are avaliable on coal for
power statlons and coking coal Imported from third countrles
under the communlicatlion procedures based on
Declision 77/707/ECSC as amended by Declslon 85/161/ECSC and
Commisslion Declsions 86/2465/ECSC and 86/2064/ECSC.

Conclusion : transparency In thls sector may be consldsred
as acceptablse, although some Improvement could be made by
taking measures specliflc to the sector.

3.2.3 Natural gas:

The gas prilces resulting from the rates charged are known
from the regular surveys carrled out by COMETEC-GAZ’’} and
Eurostat. The overall transparency can be Improved notably
In two countrles where supplles to industry fall outslde
tariffs and the prlices are not transparent above a certaln
consumption threshold, :

Conciuslion: a threshold of 1163 Gwh/year should be reached in all

in all countries: it would allow all final gas consumers to
be covered.

7) COMETEC-GAZ : Economic Research Committee of the Gas Industry.



3.2.4

Electriclity

The rates charged are known as a result of the regular
surveys carrled out by the International Unlon of Producers
and Distributors of Electrical Energy (UNIPEDE)8) and
Eurostat.

The Commisslon also recelves regular price Information on
consumption |evels up to 175 G¥Wh/year, l.e. 630 000 GJ)/year.
However, slnce It Is difficult to deflne a representative
‘standard consumer’ of this slize, the Commission Is not
aliowed to publlish such informatlon. The hlighest annuai
consumptlion of electriclty published by Eurostat Is
24 GVih/year, vwhich excludes most large consumers.

Concluslon: there Is a price transparency problem for sales
of olectricity in excess of 24 Glh/year. This s
unacceptable Iin view of the Impending completion of the
Internal market.

4. ADVANTAGES OF A NEY COMMUNITY ACTION

4.1

Limits of the present system

Prlce transparency should enable consumers to check whether
the prices charged reflect falr conditions of competition.
Lack of transparency, In the gas sector and especlally In
the electriclty sector, makes It Impossible for them to
make such an assessment and to choose accordingly.

More generally, thls lack of +transparency by Its nature
creates mistrust on the part of consumers whlich, In certain
cases, Is proved Justified. When energy prices are not
transparent, they are capable of containing elemants of
State Ald unauthorlised by the Commission or covering up
anti-competitive practices by undertakings In breach of
Community rules on competlition.

Besldes knowing the prlces one must also be In a position to
assess how representative they are, l.e. to determine the
number of consumers who are charged these prlces and thelr
share of total consumption. Glven the amount of Information
currently avalliable It Is not always possible to determlne,
In particular, the number of consumers affected by lack of
transparency and thelr share of the market.

The reasons given to explain the lack of transparency (terms
of contracts, difficultles In compiling data, the different
sources Involved, etc.) are all technlcal and would not
therefore seem to be Insurmountable provided there Is the
politlcal wilil to overcome them.

8) UNIPEDE

International Union of Electricity Producers and

Distributors.



4.3

Meecosunry Limprovenonts

Acilon sheu!d tharefore bc taken not only on pricess which
are not published but also to encourage as wlde a
publicattion as possible of Information on onergy prices.

Ths fleld »f appllication should concentrate on prices
charged to 1: flnal consumer on the gas and electricity
markots for sales to Industry. Concerning solld fuels and
petroleum products, where transparency appears satlisfactory
at this stage, the Commisslion Is presently eoxaminlng the
possibllity of iIntroduc!ng additional improvements.

The contribution made by Improved price transparency must
therefore be seen In the overall context of the complietion
of a single unifled energy market and the carryling out of
the Community‘'s structural policles bringlng Increased
compotlitiveness and profitablllity. This cannot be achleved
vithout ensuring adherence to Community competlitlion rules;
the exlstence of monopolles or quasi-monopolles In the gas
and electricity sectors means that prices In these two
sectors do not result entirely from the play of compotition.

Moreover, a small number of very large consumers, suppllied
on the basis of iIndlvidual contracts, wiil not be covered.
Such contracts contaln numerous clauses outside of price
considerations (example: supply modulatlions, amortlzation of
investments, the achedule of payments, etc.) whlich make them
impossible to compare. The clauses contalned Iin this type of
contract, Including those concerning prlces, come under the
competition rules of the EEC Treaty. The Commisslion already
maintalns strict survelllance of these types of contracts or
transactions.

Potentlial beneficiaries

Taklng Into account the above It Is clear that Improved
price transparency wlll benefit energy consumers and
operators In the sector who will have at thelr disposal
better, obJective Informatlion on which to base an assessment
of the prices charged In other areas or In the other Member
States. This transparency Is even more necessary wlth the
steady and Irrevorsible development of the single market.

This Improvement will equally benefit the Commisslon and the
Momber States, to help them In thelr task of analysing and
understanding the energy market.



5.

STEPS _TAKEM TO DATE

5.1

N

First efforts to Increass awareness

The approach adopted untll now to tackle transparency
problems Is to make the gas and electriclty producers aware
of the need to Improve transparency, so as to obtain thelr
effective and willing cooperation.

In the eonergy sector where few Member States co!lect
consol ldated pricing Information, It Is useful to operate
vith the support of the European professlional federations,
reprosentatives of the gectors. It Is important In terms of
the collection and the homogenelty of data: It Is essentlal
from the polint of view of the definition of a common
methodology. An effort to compare prices has Iinterest for
the consumer only If the results obtained and published are
uncontested both In terms of the reliablilty of the data
gathered and the methodology used, In order to present them
In a manner which makes them comparable. These results can
then serve as a polnt of daparture for & good evaluation of
the conditions of compotition and the verity of costs. Such
an analysis wll] be undertaken from the time of the proposed
measures below.

Doternination of theo rosults to be achleved

For this actlon to Increase awareness, the Commission
services have had In-depth dlscusslons wlth the producers
and distributors concernod and their representative
assocliations In the gas and olectriclty sectors. These
meet ings have covorod the methods and means of
implementation to eoxtend gas and electricity price
transparency to the largest flnal energy consumers.

Following these dlgcusslions, the Commission services have
bnen able to define more clearly the deslired results In
order to achleve theo obJective stated In the Internal Energy
document. The technlcal description of the results to bo
achlieved are detailed In Annex B.

In the natural gas sector, an agreement has beeon achleved
between the Commlsslon services and the Industry concerned
on the basls of the technical characteristics described In
Annex B.

In the electriclity sector, dlscussions have led to the
outline of the method. They have not, however, led to an
agreement on a system of applyling price transparency to the
largest consumers. Negotlations must continue to resolve
this last outstanding polint.

o



Az mmooxanmple, to give an idea of the order of magititude o7
e prograss anticlpated, the highest consumptlion lavels i
which price transparency applles today are sltuatod at 2o
GWh/yr for electricity and the equlvalent of 10,000 t of
fuel/yr for gas. The proposed procedure would raise these
threcholds to 657 GVWh/yr for electriclity (30 times h'gher
than Eurostst’s present system) and the equivalent of
100,G00 t of fuoel/yr for gas (equal to more than 1,100
GWh/yr).

These are substantlal levels. For example, 100,000 t of
fuel/yr represents an amount of energy equivalent to that
consumed by the entlre city of West Berlin over a 2 month

pertiod.
6. PROGRAMME OF ACTION FOR THE FUTURE

6.1 Current exerclse
The dliscusslons launched In recent months with COMETEC-GAZ
and UNIPEDE should allow progress in the dlirectlon of
transparency.
The results will be examined by a GROUP of EXPERTS to be
oestablished (see 6.3 below).

6.2 A nevi framework for actlon
The Commisslon services have prepared a proposal for a legal
Instrument®). It should provide the legal baslis to allow
the Commisslion to obtain the necessary Information on prices
notably final gas and electriclity consumer prices.
This information should allow the regular publication of
data on energy prices In order to contribute to a better
price transparency In the sectors In questlon.
Moreover, this Instrument should equally antltlipate means
whlich would allow the Commisslon to have knowledge of and
assess systematically energy price conditlions contalned In
indlvidlal contracts or transactlions which by their nature
escape the transparency exerclise (ref. the end of 8 4.2
above).

6.3 Implementing the action
During the critical stage of defining the content of this
legal Instrument, the Commission wilil be asslsted by a
"Group of Experts"” composed of representatives from the
Industrles concerned; gas and electricity producers and
distributors; and energy consumers.

9) For the Implementatlion of the Internal Market, and particulariy the

Internal Energy Market, Article 100A seems to be a suitabloc legal
and political Instrument to the extent that It concerns tho
approximation of the provislons lald down by law, r-anlatlion or
administrative actlion in Member States with a view to allninati:.y
obstacles to the free clrculation goods, the freedow to provile

services or distortions of competlition. Azticens ar'=zing from
competition policy always remaln possible.



6.4

This Group of Experts, chalred by a Commlisslon
representative and oxisting for a IiImited duration, will
advigse the Commisslion services on the best way of acqulring,
processing and publishing the necessary Information to
achieve the |level of transparency sought. It willil also
ensure that dlsproportionate administrative costs are not
Imposed on undertaklings.

The Group wlill also advise the Commission on the
introduction of ways and means to obtain systematically
Information on energy price conditions contalned In the
large Indlvidual contracts which are sltuated on the margin
of the transparency exerclse.

Proposed timstable

In July 1989, the Commission will make a proposal concerning
the legal Instrument, accompanled by the necessary technlical
annexes and the requlired proposals for thelr Introduction.
The Councl!l willl be Invited to make a Judgement within a
short space of time and In accordance with the modallitles
foreseen In the EEC Treaty.

CONCLUSIONS

On the baslis of the consliderations above and In the Illight of the
need for Increasod price transparency In the framework of the
Internal energy Market, the Councl! Is Invited to

take note of the Commisslion’s analysis on energy price
transparency to consumors;

share tho Commlission’s concliuslon concerning the need to
extend the fleld of application boyond present levels;

note the Commission’s intention to form a Group of experts
composed of represontatives from the Interests directly
concorned.

take note that the Commlisslion wlll In July 1989, send to the
Councl| the proposal contalned In poilnt 6.2 of the present
communlication.



(a)

(b)

(e)

Two

ANNEX A

COMPARATIVE ANALYSIS OF ENERGY PRICES IN THE COMMUNITY

In accordance with the undertaking given In Section 79 of I[ts
document on the creation of the Internal energy market, the
Commlssion has prepared a detalled comparative analysls of energy
prices In the Member States.?

The maln concluslons are summarlized below. The data used are
expressoed In ecu poer speciflc unit. They are taken from the
Commission’s price publicatlions referred to below.

The comparlsons refer to seven energy products considered to be the
most representative of the 16 covered by the study. In the case of
gas and electriclity, the figures relate as closely as possible to
the characteristics of the average consumer.

Petroleum products:

- Residual fuel oli (HS) Price for dellvery of Iless
or 264 000 M¥h/year than 2 000 t/month or

24 000 t/year,

- Heating oll Price for dellvery of 2 000
or 50.5 MWh/year to 5 000 |.

- Premium petrol Pump prlce.

Efectricity:

- Domestlic use, Standard dwelling, 90 m2,
3.5 MWh/year (Dc¢); 4 rooms plus k1tchen.

Subscr ibed demand: 4 to 9 kW
(without space heating).

- Industrial use, MaxImum power requlrement
24,000 MWh/year (lg) 4 MW modulation: 6 000 h.

Natural gas and works gas:<

- Domestic use, Cookling, domestic hot water,
125.6 G)/year or 34.9 MWh/ central heating.
year (D3b)

- Industrial use, Corresponds to a modulation
418600 G}/year or of 330 days and 8 000 h.

116,300 MWh/year (14-2)

variants aro examlned: prilces before VAT and exclse
duties, and prices after tax.

rn

Thils very detalled report, avallable In French, may be obtalned on
request from the Directorate-General for Energy.

The codes glven In brackets refer to the standard consumers chosen
by Eurostat.

The net calorif value (NCV) for the products referred to:

1000 | of premium petrol = 44 Gj

1 t of residual fuel oil = 40 G)

1000 1| of heating oll - 36.378 G)

1 GJ GCV of gas = 0.9 GJ

100 kWh of electricity ~ 0.36 G).



The analysis of the sltuation at 1 January 19873 Is only partlal
since, owing to lack of information, It doos not cover the major users
of gas and electriclity. Much more Is sald about this I[nformatlion gap
elsevhere In this Communication.

The following table summarizes the sltuation at 1 January 1987. Flve
sots of figures relating to the Community as a whole are glven for each
of the seven products:

the average price wolghted according to consumption, In ecus per
M¥h (equivalent calorific value);

the average price weighted according to consumptlon In current ecus
per unit of measurement;

the coefficlent of variatlion (standard deviatlon dlvided by the
arithmetic mean), which provides a measurement of the digpoersion of
pricos around the Community average; the higher the flgure, the
groater the disperslion of the Member States’ prices for the product
In question around that averago;

the maxicum price;
“tho Rinigus prico;
‘tho ratlo of the maximum prico to the minimua prico.

Tho maxteum and minimun prices are followed: by the Inftinls of the
tiazbor . States fren-which thoy voro obtainad.

3 Flgures for 1988 are not . yet publ ished.

At
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TABLE 1

Summary conmparison of prices at 1/1/19874

Welghted Coefficlent Hinlnun Nax|mum Ratlo

average of varlation Price price Min/Max
ECU/ ECU/ %)
uwh  unit
Product Residual Fuel 0/1 - ECU/tonne
Pre-tax 10,0 110.95 15.1% 77.84-GR  133.65-DE 1.72
After tax (*) 13,1 145.94 55.9% 98.33-LX 474.17-DK 4.82
Product Heating oll - ECU/T 000 It
Pre-tax 17,5 176.39 13.42 122.15-GR  201.45-FR 1.65
After tax 26,9 273.83 36.1% 165.26-LX 520.36-DK 3.15
Product Premlun petrol - ECU/1 000 It
Pre-tax 15,3 186.48 12.7% 146.12-GR  244.36-1R 1.67
After tax 50,8 621.04 20.8% 451.08-LX 885.08-IT 1.96

Product Electricity for domestic use, 3 500 kNh/year, ECU/100 kNh

Pre-tax 95,9 9.59 22.7% 5.16-DK  12.59-IT 2.44

After tax 112,9 11.29 21.5% 7.38-GR  14.79-IT 2.00
Product Electricity for Industrial use, 24 GNh/year, ECU/100 kNh

Pre-tax 55,3 5.53 18.1% 2.78-DK 6.81-P0 2.45

After tax 64,5 6.45 15.2% 5.06-UK 8.44-DK 1.67
Product Gas for domestic use, 125.6 GJ/year, ECU/G)

Pre-tax 20,97 5.81 23.0% 4,22-LX 9.94-DK 2.36

After tax 23,50 6.51 25.9% 4.47-LX 12.13-DK 2.71
Product Gas for Industrlal use, 418 600 GJ/year, ECU/GJ

Pre-tax 12,31 3.41 27.4% 2.25-NL 4.76-DE 2.12

After tax 14,33 3.97 26.8% 2.70-NL 5.43-DF 2.01

(*) After tax = All taxes Included

4 The data at 1/1/88 were not avallable when this table was complled.



TABLE 2

Average wolghted prices of princlpal enerqy sources

In egqulvalent calorific values

ECU/Mh
Pre-tax After tayx % Fiscallty
Fus! oll 10 13 31
Industrial gas 12 14 16
Preomium patrol 15 51 232
Heating ol 18 27 54
Domeastic gas 21 24 11
Industrial olectricity 55 65 17
Domestic electricity 08 113 18
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TABLE >

DISIiloAL OF EX-TAX PRICES AT 1/1/71987

L
Heating Petrol Domestic Industrial
Gasoil Super Electricity  Electricity
TABLE 4

Domestic
Gas

DISPERSAL OF EX-TAX PRICES AT 1/1/1987

Community Average = 100

Industrial
Gas




(a) Prices before dutles and tax

Prices for pr.roloum products are relatlively homogeneous in that they
e confined within a fairly narrow range. The Member States’ prices
‘pproxinnte to the average Community prices with very [ittie difference
Setweon them, so that the coefflclents of varlation for these products
are relactively low compared to those for other energy sources.

In the case of electriclity, the pre-tax price range Is, on the whols,
proportionally roughly the saine for domestlic use (2.44) as for
industrial use (2.45). There Is conslderable dlspersion around the
woighted Community averages, particularly In the case of domestic use,
and thls reflects the very diverse condltions under which electriclity
is used In the Communlity.

The price rangs for gas Is simllar to that for electricity but there Is
2 greater dlispersion. Industrial prlces were supplled by only six
Yomber States, which distorts comparison. In general, there Is littic
dirference betwesen gas and oloctriclty prices; on the other hand,
these two sets of prices differ conslderably from those for petroleum
products.

(b) Prlcos after tax

Petroleun products show the largest gaps between maxIimum and minimum
prices. These gaps do not change appreclably after deduction of VAT
where Industrial use Is concerned, because of the high rate of excise
and other dutles. The price extremes are not found in the sams
countr les as for pre-tax prices, and there Is a much greater dlspersion
around Community average prices.

In the case of electricity, theore Is a smaller range of prices after
tax, partlcutarly for Industrial wuse, and dlspersion around the
Community averago tonds to be smaller than for pre-tax prices.

For gas, the price gap widens In the case of domestic use and narrows
In the case of Industrial use. This also applies toc the dlsperslon
around the welghted Community average: the coeffliclent of variation
for domestlic uss Is greater vhile for Industrlal use It Is smaller.

Al



(¢) Inltial concluslions

The flrst conclusion to be drawn from these facts 1Is that the
differences between the Membor States’ consumer prices arise sometimes
from differences In the levels of Indirect taxation appllied to these
products.

A second concluslon Is that price levels are directly affected by the
competition between different suppliers of the same product: whore
there Is competition pre-tax prices are generally more homogeneous
throughout the Community. The analysis from which this summary |Is
drawn iIncluded a study of Inter-fuel compestition but ylelded no
concluslons suitable for use In this Communicatlon.

Price levels are undenlably Influenced by technical factors such as the
size of the undertakings concerned, the denslity of the supply network,
how near or how far the user Is gltuated wilth respect to sources of
supply and, In the case of electricity, the range of fuels used.

It Is Iikely that other factors — chlefly political, fiscal or economic
actlon taken by the Member States - also affect price formation and
prevent some of the comparative advantages of a particular product from
being reflocted In its final price, thus upsetting the energy balance.

Iin spite of the price differences observed from one country to another,
the development of both the domestic and Industrial markets Is greatly
Iinfluenced by the price of Imported products.



ANNEX B

Transparoncy of natural gas prices for Industrial consumers

Introductlion

Transparency of natural gas prices Is not a probiem In the
residentlal sector because the tariffs for thils category of
consumers are published In all the Member States.

On the other hand, natural gas prices for industrlial consumers In
the two Member States where sales are made on a non-tariff basls
via Individually negotlated contracts, namely the Unlted Klngdom
and Germany, have, until now, In the Commission’s opinion, been
Insufficlently transparent. Sales of natural gas to major
Industrlal consumers In the other Member States take place on the
basls of tarlffs.

Howsever, even In Member States where there are Industrlial tariffs,
special prilcos may be agreed for certaln groups of companies [n a
speclfic ssctor such as olectriclty producers or companies using
natural gas as a raw materltal, e.g. producers of ammonlac or
methanol.

It is worth noting here that the dlversity In methods of forming
natural gas prices for major Industrial consumers (different types
of tarlff or Individual contracts) Is not Incompatible per se with
the unity of the common market, provided that these practices
comply wlth the general competlition rules In the Treaties and with
the principles of the onergy price pollcy adopted by the Councll,
In partlicular those lald down In the Council recommendation of
21 April 1983 on methods of forming natural gas prlices and tariffs
in the Communlty.1 This recommendation lays down the threeo
general princlples for the pricing of natural gas, namely:

- the principle of competlitivensss: Natural gas Is a possible
substitute for other forms of energy, such as diesel, fusl oil,
coal and electricity, In almost al! Its uses and therefore In
dlrect competition wlith other energles. It Is normal that the
price of natural gas Is determined targely by thls competitive
situation.

1

O0J L 123, 11.5.83.

Ab



~

o D -

the principle of coverage of costs: This principle means the
overall coverage of all costs.

the princliple of the transparency of prilces: Natural gas
prices should be as transparent as possible and should be
publ ished as far as s practicable.

In order to achleve the alm of price transparency for natural gas,
the Commisslon has held bilateral discusslons wlth representatlves
from the gas Industries of the United Kingdom and Germany. As a
result of these endeavours, an agreement was reached on
9 December 1988.

The Unlted Kingdom

British Gas was the subject of a critlcal report by the Monopolies
and Mergers Commission (MMC) followlng complalints from certain
major industrial consumers clalming abuse of a monopoly poslition.

This report was accepted by the British Government and therefore
Its recommendations must be appiied. One of these Is concerned
w!th the transparency of prices. British Gas, which until now has
sold gas on a tarlff basls only for quantitles below 25 000
therm/year or 0.73 GWh/year, wlll be obllged to publish tarlffs for
all sales to Industry, except sales for the production of
fertillzer, from the beginning of the next flnanclal year (1 April
1989). As regards tariffs, British Gas will not be able to operate
discriminatory practices with respect to prices or supplles as
between comparable consumers.

The SOEC and Brltish Gas have consulted together In order to fllli
the presont gaps in the Eurostat brochure on gas prices. Since the
privatization of British Gas In 1986, the SOEC has experlienced
difflculiy In obtaining from British Gas prlce Iinformation for the
varicus categorlies of gtandard Industrial consumers. There are
seven of these, code-numbered |4 to Ig.

Annual consumption Moduiat ion
up_to
tq 418.60 GJ (or 116 300 KWh) No modulation
speclifled (1)

o 4 186 GJ (or 1 163 000 KWh) 200 days
l3~1 41 860 GJ (or 11.83 GWh) 200 days 1 600 h
3.0 41 860 GJ (or 11.63 GWh) 250 days 4 000 h

l4—1 418 600 GJ (or 116.30 GWh) 250 days 4 000 h
l4-2 418 600 GJ (or 116.30 GWh) 330 days 8 000 h
ig4 186 000 GJ (or 1163.00 GWh) 330 days 8 000 h

(1) Posslbly <= 200 days but >= 115 days.
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In 1987, for the Unlted Kingdom, the SOEC was able to publlish only
the price Information relating to category !4. In 1988 British
Gas agreed to supply also the Informatlion for categories lp, I3_
1 and I3_.0. |Information |Is therefore missing for categorles
lg4—1, l4-2 and |5 and It 1Is these categorles of standard
consumers which will be the subject of the technical dliscussions
now belng he!d between the SOEC and British Gas.

Under the agreement of 9 December 1988, the next Eurostat brochure
on gas prlces, which wilill appear about Aprit 1989, will contaln the
Information which is currently missing for the Unlted Kingdom. On
a provislonal basls, the Informatlon for the United Kingdom will
refer to prices In force on 1 Aprli 1989 Instead of 1 January 1989,
the date which applles to the other Member States. A text drawn up
Jointly by the SOEC and Britlsh Gas should allow the comparabl!llty
of the data published.

Fedoaral Republic of Germany

Price iInformatlon published by the SOEC (Eurostat) for Germany Is
at present Incomplete In two rospects.

Flrst, the prices pald by category g consumers
(4 186 000 GJ/year) are mlssing for two reglons of Germany (Hamburg
and Munich) out of the elght roglons covered by tho SOEC survey.1

Secondly, the data do not cover direct sales by tho large reglonal
transmission companies In the eight reglons covered by the SOEC
survey.

In order to Improve tho transparency of natural gas prilces for
major congumors In Germany, tho assoclation of the German gas
Industry has proposed on a voluntary basis to:

(1) filt In the gaps In the Eurostat brochure with respect to
consumers In tho category Ig5 (4 186 000 GJ/year).

GRD) supply Informatlon concerning dlirect sales by large
regional transmission companles In the elght reglons
covered by the Eurostat survey.

i) show the price differentliation for firm and Interruptibloe
suppl ies.
(lv) Include In tho Introductlon to the Eurostat brochure an

oxplanation of the German system for forming gas prilces
("Anlegbare Prelse") and an Indlicatlon of prices depending
on whother the alternative onergy source Is heavy fuel oi!
or gasoll.

1

Hamburg, Hannover, Diisseldorf, Frankfurt, Stuttgart, Munich,
Dortmund, Weser-Ems.



. Thess nroposals  follow the quldellnes suggested by the

Commission for sclving the problem of transparency oV natura!l
gas pricas for major consumers In Germany.

Tocimical discusslons with the SOEC are currently under way.
Thoy shcutd enable the desired changes to be Included in the
Eurostat brochure on gas prices which iIs due to be published
about April 1989,



. Transparency of electricity prices for industrlial consumers

Introduction

The Statistical Offlce of the European Communlitlies (SOEC) and the
Internatlonal Unlon of Producors and Dlistributors of Electrical
Energy (UMNIPEDE) carry out annual surveys on electricity prices
pald for end use In the residentlal and Industrial sectors. The
surveys are based on clogse cooperation between the two
organlzations and use the same system of reference consumors
(standard consumers).

A group of UNIPEDE exports is In the process of reflning methods
for cailculating prices for referenco consumers and adapting for
this purpose some of the auxillary tables used.

Definition of reference consumers

Reference consumers, for whom average prices per kV¥Wh used would be
glven, are defined In terms of tho goneral supply characteristlics.

Compared to the exlisting system, the scope Is extended In that
reforence consumors with a maximum powor requirement greater than
25 MV are takon Into account.

in addltlon, the prices shown for the hlgher categories of
consumers are differentlated as additional! parameters are taken
Into coslderatlion, such as:

- max imum perlod of uso (8 760 h/year);

- varliation In tho load curve at the consumor’s Initiative; In
this case, a greater proportion of annual consumption Is
shifted to off-peak hours, the maximum power requlrement
remaining unchanged;

- Interruption of power supply at peak hours on the Initlative
' of tho public utility with tvo varlatlons.

As In the past, the survey would not include consumers who rely
partly on prlivate genorating plants and thus obtaln indlvidual
terms of supply, maklng a valid comparison of prlces Impossible.

(s





