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dntroduction

1.1. On 8 November 1988 the Councli| adopted recommendation 88/611/EEC to
promote cooperat!on between public utilities and auto-producers of
electriclity.’!

1.2. The recommendation seeks to promote auto-production of eﬁéctrlcity,
based on renewable energy sources, waste-derilved energy and
combined heat and power generation (RWC) by iIntroducing a framework
for cooperation governing electricity exchanges with public
utilities.

1.3. As part of the framework for cooperation standard contract criteria
must be introduced entailing:

(a) an obligation on public utilities to purchase surplus
electricity produced by RWC auto-producers;

(b) the authorization in principle of RWC auto-production;

(c) remuneration for the purchases referred to at (a) above In line
with the “"costs avoided";?2

(d) non-discriminatory treatment of auto-producers compared wlth
other consumers as regards supplies of electricity from the
public utility;

(e) the above rights of RWC auto-producers must, however, be

compatible with the smooth economic operation of the public
utliity.

1.4. The recommendation calls on the Membaer States to report to the
Commission after three years on the progress on cooperation between
pubtic utilities and auto-producers of electricity. The Commission
has drafted this report on the application of the recommendation
and the progress of the framework for cooperation on the basls of
informatlon received from the Member States during 1991.

0J No L 335, 7.12.1988, p. 29 (see Annex 1).
"Costs avolided" = fuel savings made by electricity-generating companies
as a result of independent production and savings made in Investment

costs where the regularity of independent production permits such
savings to be made.



. Description

The slituation In each Member State Is described In Annex 2 and
summar ized at 2.3 below.

The evaluation Is structured as follows:

general remarks (definition of the framework for cooperation);
- Introduction of standard contract criteria;

- speciflic procedures for resolving disputes about contract
conditions;

- obligation on public utilities to purchase electricity from RWC
auto-production;

-~ authorizatlon of RWC auto-production;

- princliplies of pricing for RWC electriclty sales to the public
supply network;

- principles of pricing for electricity sales to RWC auto-producers
from the public supply network - no dlscrimination;

- transparency of pricling principles;
- assessment of the obstactes to the framework for cooperation;
- new leglislation;

- other measures (not included In the recommendation) taken by the
Member States to promote RWC auto-production.

The evatuatlion of the situation in the United Kingdom Is structured
differently, as certain points of the recommendation are not
applicable to the new llberalized framework for electriclty
supplies: no distinction between auto-producers and producers,
remuneration fixed by the market (cost avoided is not applicable),
etc.



2.2. Comparison

2.

.2.

2.

.2.

The sltuation with regard to auto-production varies greatly from
one Member State to another. However, It is possible to group

together the varlous types of clrcumstances which determine this
situation. A tablie has been drawn up to facilitate thls
compar Ison. -

The tabl!e contalns the followlng information:

1. Framework for cooperation and standard contract (points 1 and 2
of the recommendation)

The way In which the framework for cooperation I|Is deflned is of
great Importance: the absence of a legal framework, even where
the supervisory authorities have adopted a recommendation, can
lead to uncertainty for new auto-producers; the exlstence of an
agreement between the parties concerned, signed by the
representative associations on both sides, has an equivalent
affect to legislation.

The folliowing types of situation occur:

- legatl framework for RWC auto-production (or for certaln forms
of auto-production);

~ agreements between the partles concerned;
- recommendation adopted by the supervisory authorities;

- standard contract for RWC auto-production (or for certain forhs
of auto-production).

2. Speclfic procedures for resolving disputes (point 2 of the
recommendation)

These apply to RWC auto-production In general, to certaln forms
of auto-production or to certain aspsects thereof (e.g. pricing).

3. Obligation to purchase electriclity arising from RWC auto-
product ion

This applies to RWC auto-production In general or to certain
forms of auto-production. In some cases there is no expllcit
obligatlion, but the public utility does in practice purchase
electricity produced by auto-producers.
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. Authorization of RWC auto-production (point 3(b) of the

recommendation)

In general, and up to certain thresholds, which vary greatly from
one Member State to another, RWC auto-producers do not require
speclial authorization, provided they comply with technical,
environmental and other standards. Beyond those thresHolds
authorization Is generalily required (in some cases the public
utitity is consulted).

Pricing for sales to the public uttllty (point 3(c) of the
recommendat ion)

The following types of situation occur:

— base load: fuel cost avoided, prices defined by the market or
higher than the cost avolided for certain forms of auto-
production (wind energy or renewable sources in general);

- peak-load : prices defined by the market or cost avoided, which
may Include capacity payments (minimum regularity or supply on
demand) .

The following factors have a major Influence on the prices paid
to RWC auto-producers:

- the type of tariff used by the public utility as a basis for
calcutating auto-production prices;

- major regional differences in prices paid to auto-producers
within a Member State;

- prices pald to auto-producers guaranteed by the Member State
for a number of years.

Pricing of sales to the public utility (point 3(c) of the
recommendation)

tn addition to non-discriminatory treatment compared with other
consumers, it is Important for auto-producers to pay tariffs
which do not penallze irregular consumers, |.e. for the standing
charge to be reduced during periods In which the auto-producer
does not need to purchase electricity from the public utility.

Transparency of pricing principles (point 3(c) of the
recommendat ion)

The situation Is similar in all Member States and Is generally
satisfactory.



2.2.8. New leglslation

Legisliation adopted by the Member States since the recommendation
was published.
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COMPARISON QF THE SITUATION

r T T T T T T L 1) 1
| Country | Framework for cooperation | Specific procedures | Obligation to purchase | Authorization of [ Pricing of sales to | Pricing of sales { Transparency of | New legislation |
| | and standard contract | for resolving disputes | | RWC auto-producers | the public utilicy | from the public | pricing princtiples | |
| t { l | | | utility | | |
— + + + + t t 4 $ —
{ Belgium { Recommendation by the { No {supervisory | Accepted in principle | No special |- base load: fuel |- no discrimination | Prices of sales to | None |
| { Electricity and Gae | authority may | by the public utiiity | authorization | cost avoided {- no standing | and from the | |
| | Supervisory Committee | intervene) | | {- high-load hours: cost | charge | public utilicy | |
| | | . I | | avoided in the long | | clearly detined { |
| | ! | | | term (payment per kwh | | | |
| | ! i 1 | and per kw) 1 | i |
— + : — | t ; + ; |
Denmark |- Agreement on wind energy | No (supervisory | Yes for wind energy |- Less than 25 Mw: |- Wwind energy: higher | No diecrimination | Principle of | None {

| and industrial auto- | authority may | and industrial auto- | authorization not | than coet avoided § | symmetrical | |

| producers | {ntervene with regard | production | required |- In general: symmet. | | pricing of eales ] {

{- Recommendation by the { to prices) | |- Over 25 Mw: as for | pricing of sales and | | and purchases | t

| producers‘ association (DEF}| | | other producers | purchases | ] | !

} } } t ; — : " |

Germany |- Legal framework (concerns | Yes | Yes for renewable | Authorizatfon required |- Renewable energles: | No discrimination | Pricing principles | 1991 Law on i

{ above all renewable | | energies and for | tor installations | higher than cost i | clearly defined | renewable |

| energies) { | industrial auto- | above 1 MW which | avolded (in certain | | | energles {

|- Agreement for industrial | | producers | supply electricity to | cases) | | | |

| auto-producers { | | the public supply {- other RWC: cost | | | {

| { | | network | avoided; different H | | i

| | | | | regional prices | | | i

t — : 1 — } + { —

Greece | Legal framework | No | Yes |+ Authorization {- Fuel cost avoided |- No discrimination | Prices of males to | None |

| t | | required (public |- No capacity payments |- Option of reduced | and from the | i

§ | { | wutility coneulted) |- Discrimination | fixed charge and | public utility | }

} { | |- capacity limits | between private auto- | higher kwh price | clearly defined { i

§ ] | | calculated on the { producers and | { | |

i | | { basis of own-use | regional authorities | | i |

} | i | requirements | (25¢ difference) | | | !

} + + 4 + % —+ 4 4

Spain | Legal framework | Yee | ves | Authortzation required | Cost avolded: [- No discrimination | Price of sales | None {
{ | | | (for CHP, energy | different prices for |- Standing charge | based on price of | I

| | | | savings of 45% | programmed or | can be reduced to | purchaees | !

| | | | compared with | guaranteed energy or | 8% i | |

| | | | conventional systems | supply on demand | { i ) {

| | | | required) | (capacity paymente) | | | |

.' t u + + —+ t + al

France | Legal framework | Yes | Yee {- Limit of 8 000 kVA |+ Cost avoided | No diecrimination | Prices of sales to | None {

i | | | (except for |- Capacity paymentse | | ard from the | |

| { | | secondary industrial | for partially { | public utilicy | 1

i i | | auto-production or | guaranteed suppliee | |’slearly defined ] . |

{ | | | auto-production from |- Prices based on | : ! | {

| | | | waste} | {unfavourable) | | | |

| | i |- Beyond that limic, | tariffe for *very | | A |

{ | ] | authorization | long use- | | | i

{ N { | required (EDF | i | 1 |

i } ] " | consulted) { | [ { ]
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| country | Framework for cooperation | spectfic procedures | obligation to purchase | Authorization of | Pricing of sales to | Pricing of sales | Transparency of | New legislation |
| { and standard contract | for resolving disputes | | RWC auto-producers | the public utilicy | trom the public | pricing principlea | |
i | 1 | | ! { utilicy | | |
F +— & : + —— e . +— i
| treland | $tandard contract | Yes {or hydro power |- Yes for hydro power | No apecial |- Fuel cost avotided | No discrimination | Prices of salem to | 1991 standard |
| | | |- Accepted by the | authorization |- capacity payment from | | and f{rom the | contract |
| | | | public utility } ' | 70% (daytime during | | public utilicy | {
| | | | | | the winter) | | clearly defined | !
! ! | | | |- Renewable energies: | | ) i
| | | : } { | higher than cost | | | |
i t | | | | avoided | | | |
— = : — — = % — — -
| Ttaly { Legal framework | No | Yes | Authorization required |- Cost avoided |- No discrimination | Prices of sales to | 1591 |
| 1 ' | | | ton condition that |- Payment much higher |- Purchases can be | and from the | legislation |
| | t | | surplue power i{s sold | than cost aveoided for | set off agalnat | public urility | |
| | | | | to ENEL} | new inatallations | eurpluses { clearly defined | {
| | | | | . | wusing renewable forms | | { |
| | | | | | of energy | | | t
b— —+ t +- -t t + +— -+ {
| Luxembourg | standard contract {up to | Yes | Yes | Authorizatjon required |- Fuel cost avolded | No discrimination | Prices of sales to | 1989 etandard i
| | 100 kW) | | | above 100 kw |- No capacity payments | | and from the | contract |
! 1 | | 1 ! ! | public utility | {
| | | | | | | | clearly defined i i
; —+ ; — ; ; —— : — i
| Netherlands |- Legal framework [ Yes | Yes | Authorization required |- Average coet avoided | No discrimination | Sale prices linked | 198% Law |
| |- Standard contract for power | | | above 5 MW |« very favourable terms | | to purchase prices | |
) | generated from waste and f } | | for regular supplies | | | l
| | from CHP | | | | (xwh and kw) | | | !
- + —+ —- 4 — i + t {
] Portugal |- Legal framework | Yes { Yes |- Up to 10 Mw: |- Average cost avolded |- No discrimination | Sale prices linked |- 1930 standard |
| |- Standard centract | | | authorization not |- Extra payment may be |- Capacity payment | to purchase prices | contract |
} { t | | required (no limit | made by the State | limited to 20% { [- 1991 Laws |
| i | | | for cup) |- Prices guaranteed by | | | |
| | | ] {- Over 10 Mw: linked or | the Stacte (firet | | | i
| | ) | | unlinked licence | eight years) | i | |
F : : — + S ¢ 4 + :
| United Kingdom | Legal framework 1 Yes |- Yes for renewable | Same treatment as |- Prices [ixed by the | No discrimination | Price fixing | 1989 Law |
i | | | energies | public utility { market (open *pool®*} | | mechanism clearly | i
i | | |+ Market (open "pool*) -} producers | Renewable energies: | | defined | i
| | | | i | prices above market | | | |
| | ! | | | prices (NFFO) | | 1 |
S 1 1 L 1 1 i 1 - .l




2.3. Summary

in general, cooperatlon between RWC auto-producers and the public
utilitlies has progressed aiong the {ines laid down In the
recommendat fon.

In M. recommendation C.C. (e) 91/12 of the Electricity and
Gas Supervisory Committee sets the prices paid to RWC auto-
producers Iin line with the Council recommendation. Surplus
electricity |Is accepted by the public utillity, aithough there Is no
legal oblligation.

In DERLFEILR,. the agreements concerning wind energy (1984) and
industrial auto-producers (1982), suppl!emented by the
recommendation of the assoclation of electricity producers (1990),
ensure that auto-producers recelve treatment In (ine with the
Councl! recommendation. On account of the Iinsignificant quantitles
Involved, the other RWC auto-production sectors (hydroelectricity,
etc.) are not covered by any agreement, but the 1990 recommendation
of the assoclation of electriclity producers does apply to them.

The threshoid beyond which auto-producers require an authorization,
like other electricity producers, Is relatively high: 25 MW.

In [FIERI, the 1991 Law provides for uniform, favourable treatment
for renewable energies. The principles underlying the agreement
wlith iIndustrial auto-producers (1979, amended in 1988) are in line
with those set out In the Councli!l recommendation. As the costs of
reglonal producers vary greatly, the payments'made to Industrial
auto-producers also vary. Auto-producers with a capaclty greater
than 1 MW who supply surplus power to the public utility require an
authorlzation (granted on the basis of the.public interest).

In LR, RWC auto-production is ailowed under the 1985 Law (the
contract and pricing principles date from 1988). RWC auto-
producers must hold a |lcence, granted after consultation of the
public utility, and the capacity limits are based on the auto-
producer ‘s own electricity or heat requlrements (thils provision
discourages independent production). Prices are based solely on
fuel cost avolided and are lower for private auto-producers than for
the regional authorities (difference of 25%).

in FII, the legal framework (1980 and 1982 Laws) ensures
favourable treatment for RWC auto-producers In Ilne with the
Councl| recommendation.



In EUEE. the 1955 Law on Independent producers and subsequent
implement Ing measures provide for treatment of RWC auto-producers
beiow 8 000 kVA In !ine with the principles set out In the Council
recommendation. However, the prices paid to auto-producers, based
on the public utllity's tariffs for "very long use", seem rather
unfavourable. S

in [IEXELRE], the standard contract and the new tariffs (1991) for
non-fuel auto-producers are very favourablie. Although there is no
legal obilgation, since 1990 the public utility has accepted the
surpluses of Industrial auto-producers (CHP3); these auto-
producers recetve capacity payments only {f supplies from November
to February exceed 70% of capacity.

In [BEINI. the 1991 legal framework provides for very favourable
treatment for RWC auto-producers in line with thse Council
recommendatlion.

IR0, the 1989 standard contract applies to RWC auto-
producers below 100 kW; prices ars based on the fuel cost avolided.

in the REMEIRELEE. the 1989 Law ensures treatment In fine with the
Councli! recommendation for RWC auto-producers below S MW.

In [LIAULEYE, the standard contract (1990) and the Laws (1988: up to
10 MW; 1991: over 10 MW) provide for treatment of RWC auto-
producers In line with the Council recommendation. Independent
producers wlth a capacity greater than 10 MW can obtalin an unlinked
licence enabling them to generate electricity for thelr own use or
for sale to third parties under market arrangements.

in the [[YETEMANTEEL. under the new liberalized arrangements for
electriclty, the purchase obligation (except for renewabils
energles) and payments to auto-producers based on the cost avoided,
contained in the Council recommendation, are not applled. However,
an equivalent effect is achleved, as the operation of the market
(open "pocl") avoids discrimination compared with other producers
or consumers. The Non-Fossil Fuel Obligation (NFFO) entaitls very
favourable treatment for renewable energles: purchase obligation
and prices higher than market prices.

3 Combined Heat and Power.
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Renewable energles

Remunerat ion based on the cost avoided, as provided for in the
recommendatlon, is not sufficient to promote the use of certain
renewable sources of energy. In view of the environmental
beneflits, the remuneration in a growing number of Member States is
higher than the cost avoided: In Denmark (since 1984 for wind
power), Germany (since 1991), lIreland (since 1991), ltaly (since
1991) and the United Kingdom (since 1990, prices above market
prices).

This remuneration Is supplemented In certain cases by tax
exemptions, investment subslidies or preferential loans: In Denmark
(wind power), Spaln (RWC auto-productlon), ltaiy, Netherlands, etc.

Remuneration guarantees

In order to reduce the risks faced by new RWC auto-producers,
Portugal guarantees remuneration during the first elght years: the
tariffs will not be less than 90% of those Inittally applled. This
promotion measure is suppliemented by a subsidy palid by the State:
per kWh, equa! to the subsidy (if any) pald to therma! power
stations on thelr fus! oil consumption (payment equivalent to 300 g
of fuel oll per kWh).

State aids

Insofar as the above measures constitute State aids within the
meaning of Article 92 of the EEC Treaty, the Commisslon Is in the
process of examining or has already approved these measures.

Promotien of combined heat and power generation (CHP)

A policy of active promotion of CHP generation is beling conducted
in var lous Member States, including the Netherlands, Ireland (aimed
at industry), Denmark (conversion of district heating Installations
to CHP), ltaly (agreement between the publlc utility and leading
industrialists to iIncrease auto-production from 800 MW to

4 QOO MW), etc.
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conciuslons

4.1. In spite of the good progress whlich has been made, there are still
a number of obstacles to the application of the recommendation, as
follows:

(a)

(b)

(c)

Authorizatlon of RWC auto-producers

In general, beyond a certain capaclity threshold, auto-producers
require a special authorization. The threshold varles greatly
from one Member State to another, and so cannot be justifled
only on the need to ensure the smooth operation of public
sector undertakings, as provided for In the recommendation. In
practice, the decision regarding the authorization of RWC auto-
producers above the capaclty thresholds is taken by the public
authoritles, who are liable to take account principally of the
interests of the pubilc utility companies: In Greece (the
publlic utillity Is consulted In all cases), Luxembourg (100 kW),
Germany (1 MW), France (public utiiity consulted above

8 000 kVA), etc.

Purchase obligation

The public utillty agrees to purchase surplus electricity, but
Is not in all cases under a legal cbligation to do so (i.e.
guaranteed by a lega!l framework, a standard contract or an
agreement). This sltuation Impilies a degree of uncertalnty for
new auto-producers In Belglum and in Ireland (except for
renewable energies).

Priclng of sales to the public utitity

Taking account only of the cost of fuel avolided In high-load
hours results In discrimination against RWC auto-producers iIn

Luxembourg and Greece. In France, the public utility
calculates the remuneration of auto-producers on the basls of
rather unfavourable tariffs (tariffs for very long use). In

Germany, in view of the differences in costs between regional
public utillity producers, the remuneration of Industrial auto-
producers varies greatly (by up to 40%).
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(d) Pricing of purchases from the public utillty

RWC auto-producers pay the same prices as other consumers.
However, the standing reserve charge can be conslidered to
discriminate against irregular consumers, as the average price
of energy purchased is llkely to be very high. There Is no
such standing charge tn Belglum, It Is Iimited to 20% In
Portugal and can be Iimited to 18% in Spain. In ltaly, RWC
auto-producers can set their sales to the public utility
against future purchases during the same type of annual period
and for the same time of day.

The Directive on the completion of the internal market In
electricity Is currently under discussion. Once the new legal
framework has been defined, the Commission wlll consider whether it
is appropriate to propose speclific measures for RWC auto-production
to the Council.
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COUNCIL

COUNC!L RECOMMENDATION
of § November 1988

to promote cooperation berween public unlities and auto-producers of elecericiey

(8876117 EEC)

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard o the Treaty establishing the European
Economic Community, and in parucular Acucle 233
thereof,

Having regard to the proposal from the Comnussion { ),

Having cegard w0 the opimon of the European
Parliamenc (%),

Having regard to the opinion of.the Economic and Souil
Committee ('),

Whereas, 1n us resolution of 16 September 1956
concerming new Community ¢energy policy objectives for
1995 and the convergence of the policies of the Member
States ('), the Council adopted as sectoral cbjecuves
improved energy efficiency n all sectors and a greater
contribution from new and renewable sources of encrgy

Whereas, in accordance with the resoluuon of 6
November 1986 on a Community ornientation to develop
new and renewable energy sources{), the Counail
adopted, on 9 June 1988, recommendation 84/349/EEC
on developing the exploitation of renewable encrgy
sources 1n the Community () ;

Whereas on 23 October 1977 the Council adopted
recommendauon 77/714/EEC on the creauon in the

() O] No C t72, 1. 7. 1988. p. 9

() UJ No C 235, 12.9. 1988, p 174,
() OF No C 309, § (2. 1988

() O) No C 241, 25. 9 1986, p 1
(7 O] No C 316, 9. 12. 1986, p. 1.
) O] No L 160. 28. 6. 1988, p 46

Member Suates of adwvisorv bodies or committees to
promote combined heat and power production and the
exploitation ol gesidual heac{7):

Whereas combined heat and power generaton (CHP) and
waste energy (combustion ot waste and use of residual
heat in industry), with their potenual for oil substitution
and savings of exhaustible primary energy sources, could.
make an important contributon 1o the achievement of
the Communmity's 1995 energy policy objectives :

Whereas the generauon of electnicity 1s 2 commeon field
of application not only for renewable sources of energy
but aiso for waste energy and for CHP (in total hereafter
called RWC) and 1s therefore of crucial importance 1o the
development of this enecgy supply potential ;

Whereas these power generanon processes are manly
suited, because of inherent factors, to auto-production
outside the public supply system .

Whereas the profitability of RWC auto-producuon will
also depend on the conditions of cooperation with the
public uulities (*) as regards sales of surplus electncity,
purchases of addinonal eleciricity, and the provision of
reserve capacity |

Whereas certain exising  laws  and  administratve
provisions can consutute an obstacle 10 the development
of RWC auto-production :

(1 O) No L 295 18 1. 1977, p.

(" For the purposes of this recommendauon, "public uulity’ shall
mean an undertaking whose principal obgctive is the genera-
tion, transmission and/or distribution of electnicuity for supply
to third partes. Public unliues may have ditferent corporate
structures.
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Whereas the price for the auto-producer’s electnicity sales
to the public network should be geared as closely as
possible to the costs that can be avonded in the public
supply system in order (0 guarantce appropaiate revenues
tor the auto-producer:

Whereas a framework of approprniate measures should
govern cooperation on electricity between auto-producers
and public uulities by establishing common prnciples
and hence creating better conditions for the further
development of RWC auto-producuion of electricity in
the Community,

HEREBY RECOMMENDS TO THE MEMBER STATES

[

that. 1n_order to promote auto-producton of electaicity,
based on renewable energy sources. waste energy and
combined heat and power {RWC), they should provide
a framework for cooperanon berween public utlives
and all RWC auto-producers. under which che
conditions concerming the quanaty and pnce of
clectricity exchanges are agreed 1n accordance with
common principles .

that thev should factiate the creation of this
framework by the introduction of standard contract
criteria

— either by voluntary arrangements between the

parties concerned. or

— 1 necessary, through specific legal or admnis-
trattve provisions,

and that existing legal or admumistrative provisions at
variance  with such c¢ntena  should be adapted
accordingly. The need tor detining specific procedures
tor resolving disputes about contract conditons should
a2lso be examined .

that they should ensure within such arrangements or
provisions :

{a) that the public uthies <hould be obliged to otfer
to purchase those quanuties of electacity which
arise out of RWC auto-production, always provided
that the smooth zconomic operation of existing
public  generaung plants 15 not  thereby
jcopardized ;

() that, with regard to quantties, RWC auto-pro-
duction ot electritiry 15 authonzed in principle as
fong as a pubhic interest 15 not thereby 1nfringed,
and that 1t s impeded neither by legal and
admimstrauve provisions nor by
imposed by the public uthaes;

{¢) that with regard 0 prices

— reimbursement for electricity sales-to the public
© supply network trom RWC -auto-production
should : -

— be based pamanly on the long-tecm average
costs avoidable bv the public utilites in
their arca ot supply,

— correspond at least
avordable by the public utilities, 1.e. mainly
the savings made in fuel costs.

— pguarantee  the  auto-producer  additional
reimbursement to the extent that he enables
the public supply network to make savings
i nvestment costs in the generation or
pucchase of electacity. The size of this
resmbursement  should depend on  how
regularlv  the  auto-producer’s  electriciey
production ¢apacity s available, especiatly
at peak penads.

— reimbursement for the purchase of electrnicity
trom the pubhic supply network is determined
in such a wav that auto-producers ace treated in
‘the same wav a» comparable purchasers who
have no means at auto-production,

— the rules regarding this reimbursement are
framed 0 as 10 be as transparent as possible .

4. that they report to the Commussion atter three yvears on

the progress on cooperation between public unliues
and auto-producers of electrncrey.

Done at Brussels. 8 November 1988,

far the Counail
The President

A PEPONIS

conditions -

o the vanable costs |
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(a)

(b)

(a)

- A2-2 -

. General remarks

No legal framework.

Recommendation C.C. (e) 91/12 of the Electricity and Gas
Supervisory Committee: tarlff measures to be .applled from 1.1.91
(based on the Committee’'s descriptlive notes C.G.E.E. 2896 and 290t
of 1.4.89, applicable to auto-producers who produce electricilty
with a view to recovering or saving energy).

Introduction of standard contract criteria
- No standard contract.

- General rules fix the tariffs for electricity bought and sold by
auto-producers (see polint 1).

Definition of specific procedures for resolving disputes about
contract conditions

- No speciflic procedure.

- In case of serious dispute, the Control Committee and the
Ministry for Economlic Affairs may Intervene.

bl n bli | i h r risin r
W to- d |

- No legal oblligation.

- “The producers/distributors of electricity are in princlple
prepared to purchase surplus energy produced by auto-producers
and to supply them with supplementary or standby energy
supplies.” (Letter from Belglum, dated 22.12.89)



(b)

(aj

(b)

(c)
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n W | ril -

No speclal authortzation for auto-producers.

Pringipl f pricing for RAWC el icl les to the publl
network '

—- Tariffs fixed by the descriptive notes (see point 1).
- Tariffs based on:
— kWh: fuel cost + part of the "suppliementary Iinvestment costs of
new nuclear power stations" (between 60% and 80% during high-

load hours only);

~ kW: 80% of the capacity payment during high-load hours (average
of power minima during high-load and peak-load hours).

in f 1 for ef W =
1 bl natwork No dli

-~ No discriminatlon compared with other consumers.
— Tariffs structured as at polnt 4(a):

- kWh: fuel cost + "supplementary Iinvestment costs of new nuctlear
power statlons" (different prices according to season and time
of day)

~ kW: capacity payment based on the maximum powar consumption
each month (different prices according to season and time of

day)

- Tariffs which do not penalize irregular consumers: capacity
payment based on the maximum power consumption each month.

I tn

The prices of sales and purchases are clearly defined and have the
same structure.
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5. Assessment of the obstacles to the framework for cooperation

- No legal framework, resulting in uncertainty for new auto-
producers.

- In practice, no obstacles to RWC auto-production.

6. New legislation

None.

roducti nb Member t

None.

t

¥
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(b)

(a)
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| rk
No legal framework for auto-productton.
wind power: 1984 agreement between DEF (Danish Assoclation of
Electriclty Producers) and Danish Wind Power and the Assoclation of
Danish Wind Mil} Producers valid untl} 1994.

Industrial auto-producers: 1982 agreement between DEF and

Indukraft, amended by the 1980 DEF recommendations on tariffs.

Introduction of standard contract criteria

No standard contract.
Wind power: 1984 agreement between DEF and the wind power sector.

Industriatl auto-production: 18982 agreement between DEF and
Indukraft, amended by the 1990 DEF recommendations on tariffs,
applied by ELKRAFT (Zeatand area) and to be applied by ELSAM
(Jutliand and Funen area) from 1992,

Other sectors of auto-productlion (hydroelectriclty, etc.): no
agreement because of iInsignificant quantities involved; the 1980
DEF recommendations apply.

in the event of disagreement regarding prices, the Committee on
Electricity Prices can intervene under the 1976 General! Electricity
Law.

bl I bt Litl h lectrict f r
RWC auto-production

There is a legal obligation to purchase electricity from the
sectors covered by agreements wlith DEF (Industrlal auto-producers,
wind power).



(b)

(a)

(b)

(c)

-~ A2-6 -

Authorization of RWC electricity auto-production

- No authorization iIs requlired for installations below 25 MW (bthef

than for technical and safety reasons).
- Authorization is required for Installations over 25 Mw,_as for

all electricity producers.

Principles of pricing for RWC electriclity sales to the public
supply network

- Wind power (until 1994):
- 85% of price to consumers If all productlon Is sold; 70% of
price to consumers If part of production is consumed;
- State premium per kWh: the State pays the electricity tax and
VAT ;
- payment of part of the connectlon and investment costs.

- Other private producers (for ELKRAFT, and from 1992 for ELSAM):
- symmetrical pricing for sales and purchases (kWh);
- avalilablllty premium (kW);
- time-of-day tariffs;
- before these tariffs were applied, the price was based on the
marginal cost of fue! avoided.

Principies of pricina for electrlcity sales to RWC auto-producers

from the publlc supply network, No discrimlpation

~ Wind power (until 1994): same price as for other consumers.

- Other private producers (for ELKRAFT, and from 1992 for ELSAM):
- symmetrical pricing for sales and purchases;
~ avallable-capacity premium;
- time-of-day tariffs;
- before these tariffs were applied, preferentlial capacity
premium compared with other consumers (made up of normal
supplies and cheaper reserve supplles).

f ori ri

Principle of uniform pricing of sales and purchases.

X0



21

- A2-7 -

5. Assessment of the obstacles to thse framework for cooperation

In spite of the lack of legal framework, there are In practice no
obstacles to RWC auto-production.

6. New leglsiation

- None .
7. Qther measures (not Included In the recommendation) to promote BWC ayto-
roduction b Member St

- Wind power:

~ State premlum per kWh: the State pays the electricity tax and
VAT ;

- payment of part of the connection and investment costs.

- Energy 2000 Programme:'converslon of district heating Installations
to combined heat and power productlon.



(a)

(b)

- A2-8 -~

. General remarks

There Is a legal! framework. .
Electricity Law (Stromeinspelisungsgesetz), entered into force on

1 January 1891: it contalins provisions on the production of
electricity from wind power, sotar power, agricultural products and
biological wastes (without capacity restrictions) and other
renewable sources such as hydro (up to 5 MW).

Agreement of 1 August 1979 on greater cooperation between the
public utility companles and iIndustrial auto-producers, amended on
27 June 1988, signed by the Association of German Power Statlons
(VDEW), the Federation of German Industry (BDl) and the Assocliation
of Industrial Power Producers (VIK).

d f t

No State contro!l over contracts for the supply of electriclty
produced by private installations, which are concluded under
private law.

The 19981 Eilectricity Law contains provisions (prices, purchase
obligation) to promote the productlion of electricity from renewable
energles (see point 1).

The agreement between VDEW, BD! and VIK lays down the principles
governling contracts between the public utillty companles and
Industriat auto-producers who produce electricity using .combined
heat and power generation (CHP), reslidual fuels or hydroelectric
installations (see point 1).

ic proced in b
contract conditions :

Point 3 of the agreement between VDEW, BDI and VIK of 1 July 1985
stipulates that disputes between member companles of the
assoclations concerned are to be resolved by a conclltiation
procedure conducted by those assoclatlons.

Auto-producers who receive discriminatory treatment from the public,

utllity can appeal to the authorities under the Law on Restrictive
Practices (§103, paragraph 5, sentence 2, No 3 of the “"Gesetz (ber
Wettbewerbsbeschrinkungen").

2Q
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(a)

(b)

(a)

- A2-9 -

Obllgation on pubijc utilities to purchase electriclty ariging from
BWC auto-production

- The agreement between VDEW, BDI and V!K provides for the
electriclty produced by industrial auto-producers from CHP,
resldual fuels or hydroelectric plants to be purchased by the
publtic utliity companles (see point 1). )

- The 1991 Electriclty Law obliges the public utiilty companies to
purchase electricity produced from renewable sources of energy
(see point 1).

Authorization of RWC electricity auto-production

— Authorization Is not required for RWC auto-production; however,
the local publiic utility company must be Informed (§5(2) of the
Energlewirtschaftsgesetz (Energy Law)). Authorization Is
required to supply electricity to third parties, except for
installations below 1 MW which sel! their surplus production to
the pubtic supply network.

- Construction, renovation or extenslon must be notified to the
supervisory authorities in the case of (1) auto-production
Instatlations above 10 MW and (2) auto-production installations
above 1 MW which sell selectricity to third partlies (Including the
public supply network). The authorities can require notlification
for smailer Installations in certain cases. Authorization for
notified installations to sell electricity to third partles Is
glven on the basis of the public interest.

netw

~ The agreement between VDEW, BDI| and VIK provides for prilces based
on the cost avolded by the public utillty, taking account of
savings made In transport and distribution. The prices vary
according to the season (summer, winter) and the time of day
(peak load, base load). The agreement provides for an
avallability premium for supplles at peak-load periods exceeding
1/3 of the capacity of the auto-producer. As the cost of the
public utility varles from one region to another, the
remuneration of auto-producers also varies (by up to 40%), In
splte of the minimum price provided for In the agreement.

- Sales of electricity produced from renewable energles (with the
restrictions Indicated at point 1 above) are subject to a minimum
level of remuneration throughout Germany, which may be higher
than the cost avoided:

3
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- 90% of the average price paid by the final consumer for solar
and wind power;

- 75% of the average price paid by the fina! consumer for other
renewable sources; the price is reduced for Installatlions above
500 kW, with a minimum of 65%. :

e

(b) ri | in ici -pr.
h I iscr natl

-~ No discrimination compared with other consumers.

- In case of discrimination, the auto-producer can appeal to the
authorities under the Law on restrictive practlices (§22(5),
26(2), 103(5) and 104a).

- It is possible to conclude temporary or long-term reserve
contracts.

(c) Iransparency of pricing principles
Pricing principles are clearly defined. Via his association, the
auto-producer can compare his tariffs with those applled by other
publlc utility companies.

Assessment of the obstacles to the framework for cooperatlon

- Authorization required above 1 MW If the auto-producer sells
electriclty to the network.

- Remuneration of auto-producers varies from one region to another.

New legislatlion

Electricity Law entered Into force on 1 January 1991,

Other measures (not Iincluded In the recommendation) to promote RWC auto-—
rod K b h mber St

Remuneration higher than the cost avolided for certain auto—producers
using renewable energles.

U
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General remarks
- There Is a legal framework.

- Law 1559/85 of 25 Aprll 1985 applies to auto-producers who use
alternative sources of energy or conventlional fuels.

- Ministerlal Declislons:

- SE 2689/17.12.87 - wind-power generators

- SE 2708/17.12.87 - ticences

- Sk 2752/15.2.88 - remuneration of auto-producers
- SE 2769/27.4.88 - contracts

- 7214/F11/4/8.7.88 - supplements SE 2708/17.12.87
- SE 2792/21.4.88 - categories of lIslands

(a) n d I f standard ntr iter
The exlsting legal framework determines the relationship between
auto-producers and the Public Power Corporation (DEI).

(b) DRefinttlon of specific procedures for rasolving disputes about
contract conditions

No specific procedure.

(a) OQbligation on public ytilities to purchase electricity arising from
RWC auto-production

There Is a legal obliligation to purchase surplus electricity:
Article 8 of Law 1559/85.

(b) r i f RW ! ri -prod i
- Authorlzation requlired from the Ministry of Energy, after
consulting the DEI, to obtaln establishment, Installation and

operation licences, except for:

- Installations using wind power, solar power or energy from the
sea, and reserve Instatlations (establishment licence),
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- generators below 10 kW, standby generators below 50 kW or
Industrlal standby generators below 100 kW (Installation and
operation licences). '

- To obtaln these licences, auto-producers must be In one of the
following cases: .
- Installatlons using wind power, solar power, blomass or energy
from the sea, with a capdcity of less than 3 times own-use
requlrements;

- geothermal! installations with a capacity of less than twice
own—-use requirements (this Iimit does not apply if DEIl declides
not to exploit the remaining geothermal! power);

" - hydroelectric Installations with a capacity of less than 5 MW
(provided DEI does not Intend to operate them within 5§ years);

- combined heat and power generation (CHP) installations with a
capaclity of less than the heat consumed or distributed to third
parties;

- electricity production installations which use residual heat or
residual products, without any restriction on capaclty;

- standby Installations which cover interruptions in DEI
elactricity suppiles;

- installations which cover own-use electricity requirements
which DEIl is unable to cover;

- Installations below 100 kW, where the cost of connection Is
exorbitant.

(a) icin i
suppiy petwork

- Price based on the fuel cost avolided:

- auto-producers above 1 000 kW: tariffs vary according to
voltage and time of day: (peak load (based on the cost of oil),
base load (based on the price of lignite), Intermedlate
(welghted average of the preceding two prices));

- auto-producers below 1 000 kW: tariffs vary according to
voltage and time of day: normal load and base load; ’

- auto-producers situated on Islands: tariffs depend on the cost
of fuel oll used by DE! (Islands classified In 3 groups).
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-~ No capaclity payments.
- There |Is a 25% premium for electricity produced by companies

beionging to or managed by regional authoritles.

4. (b) Principles of pricing for electricity sales to RWC auto-producers

- No discrimination compared with other consumers.

- Tarlffs based on capaclty (kW) of contract and the ensrgy (kWh),
which depends on voltage and tlme of day (day and night rates).

- Option of a tariff with a lower standing charge and a higher
energy charge.

- Lower energy prices apply above a certaln level of consumption
(400 kWh per kW).

4. (¢c) r ] i |

- The prices of sales and purchases are clearly deflned.

5. Assessment of the obstaclies to the framework for cooperation

- Capacity limits for auto-producers: calculated In general by
reference to the auto-producer’'s own energy neads (electricity or
heat).

- Role of DE! In the process of obtalining the varlious types of
|icence.

- Discriminatlon between private auto-producers and reglonal

authoritles (25% dlfference In the DEI tarliffs for purchases of
electricity).

6. New leglslation

- None since the publication of the Councli! recommendation.




(a)

(b)
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There Is a legal framework.

Law 82/80 of 30 December 1980 on energy conservation: applicable to
auto-producers, small hydroelectric power statlons and power
statlions using renewable sources of energy.

Decree 907/1982 of 2 Apri!{ on auto-production.

Decree 1217/1981 of 10 April on the promotion of smal |
hydroelectric power stations.

Decree 1544/1982 of 25 June on the promotion of the constructlion of
hydroelectric power stations.

Ministerlal Order of 7 January 1991: fixes electricity tariffs for
1991.

tion n

- No standard contract, but the existing legal framewofk fixes the
conditlions for sales and purchases of electricity between auto-
producers and the electriclty companies (rights, oblligations and
tariffs).

- In order to benefit from more favourable conditions for
guaranteed or programmed energy sales, there must be a contract,
which must be lodged with the competent provincial authorities.

Definition of specific procedures for resolving disputes about
tract condition

Disputes concerning contractuail conditlions ‘are resolved by the
provinclal! bodles of the competent administration.

Prg



(a)

(b)

(a)

(b)
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Obllgatlon on publlc utititles to purchase electricity arising from
BWC auto-production

There is a legal obllgation to purchase surplus electricity.

Authorizatlon of RWC electricity auto-production -

Authorlzation required from the Ministry of tindustry and Energy
or the competent reglional authority. .

To obtain the necessary authorlzation, auto-producers using
combined heat and power generation (CHP) must achieve a minimum
energy efflclency: minimum 45% primary energy saving compared
with productlon of the same amount of electricity using

convent lonal systems.

Princioles of pricing for RWC electricity sales to the public
Suppiy npetwork

Electriclty is divided Into 3 categories:

- guaranteed energy (minimum 2 years),
- programmed energy (weekly),
- other energy.

Energy tariffs (kWh) are based on the prices pald by consumers:
85X for guaranteed energy, 90X for programmed energy, 85% for P
other energy.

Capacity payments are made to auto-producers who supply
electriclity to the electricity company on demand.

Energy produced by the auto-producer s exempt from certain
charges contalned in the tariffs: uranium stock, second part of
the fusl cycle, stoppage of nuclear power statlions, percentage
for OFICO (Electricity Compensation Office).

b | d m

- No discrimination compared with other consumers.

- Tariffs based on capacity (kW) of contract and energy (kWh),

which depends on the time of day: low-load, high-load, peak-load
periods.



~ A2-16 -

- Optlon (on certain conditions) to choose tariffs which do not
penalize Irregular consumers: the auto-producer must pay for the
max imum capaclty used each month and only 18% of the difference
between this and the capaclty specifled In the contract, thus
enabling the auto-producer to reduce the standing charge to 18%.

(c) ricin r

The prices of sales are based on the prices of purchases.

No obstacles to RWC auto-production.

Energy produced by the auto-producer Iis exempt from certaln charges
contained In the tariffs:

uranium stock,

second part of the fuel cycle,

stoppage of nuclear power statlons,

- percentage for OFICO (Electriclty Compensation Office).

30
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General remarks

(a)

(b)

(a)

There Is a legal framework.
Decree 55-662 of 20 May 1955 on independent electricity producers.

Annex 111 to Article 27 of the General Conditions of the concession
to EDF of the general supply network: "Purchases of energy from
independent producers".

Condittions for the purchase of electricity by EDF of 20.4.90.

Introdyction of standard coptract criteria

- Articte 1 of the Decree of 20 May 1955: energy purchased by EDF
under a contract lasting at least 5 yvears or for the period of
amortization of the auto-producer's Installation (at the
producer s request).

— There are standard contracts for low-voltage and medlum-volitage
supplles, partiy guaranteed supplles and Independent
hydroelectricity producers.

Derinition of speclfic orocedures for resolving dlisputes abouyt
contract condltions

Articlte 27 of the General Conditlons of the concession to EDF of
the general supply network: "In the event of disagreement on the
implementation of this Article, a ruling shall be made by the
Minister responsible for electricity, after consuiting the
Electricity and Gas Councit.*®

b | L | |
-product i

Article 1 of the Decree of 10 May 1955: obllgation on EDF to
purchase "providad this does not result in any obstacle to the
smooth operation of supply".



(b)

(a)

- Authorization In principle for:

- Instatlations producing electriclity for consumption by the
operating company which elther operate in an ancillary capacity

to the maln manufacturing process by recovering restual energy

or are of only anclilary value to EDF;

- Installations up to 8 000 kVA;

- local authority installations which use urban waste or. which
supply a district heating system.

— For Iinstalfations not covered by ons of the above cases,

authorization is possible by ministerial declsion and with the
agreement of EDF, provided they are of only ancillary value to
the public utitity.

- Auto-producers subject to the ordinary jaw In force:

- authorizatlon of hydroelectricity production,
- environmental protection,
- authorization of the use of fuel olls.

Prices based on the "very long use" sales tariffs, which are
relatively low.

Remuneration of energy (kWh) under tariffs which vary according
to time of day (peak load, high load, low load), season and
voltage

Remuneration of capacity (kW) for partially guaranteed supplies
In excess of 30% of the commitment.

Penalty for kWh shortfalls compared with commitment.

Simplified tariff (with no standing charge) for small
hydroelectricity producers (up to 4 500 kW).

3L
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(b) Principfes of prlclng for electricity sales to RWC auto-producgers
from the public supply petwork, No discrimination

- No discrimination compared wlth other consumers.

- Energy tariffs (kWh) vary according to time of day (peak load,
high toad, low load), season and voltage. i

- Capacity payments (kW) depend on the guaranteed capaclty.

(c) Tran ren f pr n

The prices of sales and purchases are clearly deflined.
A m mew r
- Capacity lIimited to 8 000 kVA.

- Prices of sales to the network based on EDF‘s "very long use"
tariff: rather unfavourable to auto-producers.

w ilslation

None.




(a)

(b)

(a)

(b)
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- General remarks

No legal framework.
Standard contract of 24.6.91 between the Electricity Suppty Board
(ESB) and hydroelectricity auto-producers.

rod lon tan d teri

There Is a standard contract: baslis of payment, meterlng
arrangements, supply connection, etc.

Definition of specific procedures for resolving disputes about
r d n

- Discussed between ESB and the representative bodies (lrish Hydro
Power Assocliation or Confederatlion of Irish industry)

- In the event of fallure to reach agreement, lIssues are ralsed
with the Department of Energy. The standard contract of 24.6.91
between ESB and hydroelectric auto-producers includes a specific
arbitration procedure. ' :

b | i fr

RWC auto-production

- No legal oblilgation In general.

- “ESB Is anxious to enter into contracts with as many RWC auto-
producers as possible to purchase from them any electricity which
they are prepared to supply to the utiiity network."” (Letter from
Ireland of 26.3.91)

- Obllgation to purchase electricity from hydro auto-producers
(standard contract of 24.6.91).

Authorization of RWC electricity auto-production

No specific authorization Is required for RWC auto-production.

34
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(a) Principles of pricing for RWC electrictty sales to the public
SuppRly network

- Tariffs consist of a price per kWh (medium/high-volitage and
day/night) which covers fuel cost savings.

- Capacity payment: an increased price on all day kWh subblled in a
year, provided the day load factor of the supply during the
months of November to February exceeds 70%. .

- Non-fuel auto-producers (hydro, wind and solar power): increased

price Incorporating an environmental premium (up to 85% for
suppllies up to 10 GWh a year).

(b) Principles of pricing for electriclty sales to RWC auto-producers
from the publlc supply network, No discrimination

- No discrimination compared wlith other consumers.
- Tariffs based on:
- maximum power used;
- bi-monthiy standing charge;
—~ charges per kWh (day and nlght); cheaper In daytime after the
first 350 kWh per kW.
(c) r ri

Payments based on a published tariff.

Assessment of the obstacles to the framework for cooperation

- No legal framework.
- No general! legal obllgatlon to purchase electriclty produced by

auto-producers.

New jeglslation

Standard contract and new tarliffs (June 1991) for non-fuel auto-
producers.
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- In July 1990, the following changes were Introduced by ESB:

- speclal standby charges payable by CHP producers thhq[awn;
- measures taken to promote the concept of CHP to commercial and

industrial! customers.

Environmental premlium for non-fue! auto-productlion (see point 4(a)
above).



. General remarks

(a)

(b)

(a)

(n)

3
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New Ieéal framework.

Law 9 of 9.1.91 on the new national energy plan amends the legal
framework for auto-production.

Law 10 of 9.1.91 on renewable (or similar) sources of energy,
rational energy use and energy savings.

Procedure No 15/1989 of 12.7.89 of the CIP (Interministerlal Price
Committee).

Procedure No 34/1990 of 14.11.90 of the CIP (amends the above).

lntroduction of gstandard contract criteria

Relations between auto-producers, independent producers and Enel
are fixed by the new legal framework.

Refinitlon of specific procedures for resolving disputes about
contract condltions

No specific procedures.

obligation on public utlllities to purchase electricity arising from
BWC auto-production

Enel Is obliged to purchase all electricity or surplus electriclty
produced by auto-producers.

Authorlzation of RWC electricity auto-production
- Ministerlal authorization for poltuting emissions (Law 203/88).

—~ The energy produced or surplus energy must be sold to Enel.
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— Distributlion of the energy produced by the auto-producer wlthin
the Industrial group or consortium: ministerlal authorlization
based on an assessment of the savings Involved and production
requlrements.

4. (a) Principles of pricing for RWC electricity sales to the publlc
Supply network :

- Tariffs based on the cost avolded as a general rule.

- In reatlty tariffs vary for new Installations and exlisting
instaltations, depend on whether all or part of production is
sold, on the size of the Installation (up to 3 MW), on the
regularity of supplles and especlally on the type of
installation: new wind, photovoltaic and geothermal installations
are offered very favourable tariffs (much higher than the cost
avolided).

(b) Principles of pricing for electricity sales to RWC auto-producers
from the public supply petwork., No discrimtnation

-~ No discrimination compared with other consumers.

- It Is possible to set surplus production agalinst future purchase
requirements during the same type of annual perlod and for the
same time of day. ’

(c) Ir f i

- The prices of sales and purchases are cliearly defined.

- The -tariffs referred to at 4(a) above are Intended to promote
certaln types of production.

5. Assessment of the obstacles to the framework for cooperation

- Thgre are no obstacles to auto-production or Independent RWC
production.

- The legal and tarlff framework currently in force Is not only in
line with recommendatlon 88/611/EEC, but also applles other tariff
measures and State alds (see points 4(a) and 7) to promote RWC
auto-production. ’

6. New leglislation

New ‘legislation In 1991.
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State ald for new investments: up to 80X (representative value of
30%) .

Very favourable tariffs (higher than the cost avolded) féf certaln
types of production (see point 4(a)).

Agreement between Enel and the main Industrial auto-producers to
promocte auto-production and sales of electricity to ths network.



General| remarks

(a)

(b)

(a)

(b)

(a)

- A2-26 -~

No legal framework.

Standard contract of 15 September 1989 for auto-producers producing
electriclty from a renewable form of energy or combined heat and
power generation (CHP) plant up to a capaclity of 100 kW.

Introduction of standard contract criteria

A standard contract has exlsted since 15 September 1989 (ses polint
1 above).

D r ng d
contract condltions

Article 13 of the standard contract: the Luxembourg courts have
jurisdiction, unless the partles agree to accept the decision of an
arblitration tribunal.

QMMMMMWm
BWC auto-production

- Article 2 of the standard contract: obilgation to purchase.

- There is no obligation to purchase electriclty from auto-
producers who do not fulfill the conditlons of the standard
contract (see point 1 above).

Authorization of RWC electricity auto-production

No authorizatlon Is required (other than compliance with technical
and safety standards) for auto-producers who fulfill the conditions
of the standard contract (see point 1 above).

Principles of pricing for RWC electricity sales to the publlc
supply network

The standard contract sets a single price for esnergy suppllied to
the network (kWh) and does not remunerate capacity avallabllity
(kW) (see Article 7 of the standard contract).
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(b) Principles of pricing for efectricity sates to RWC auto-produgers
from the public supply network. No discrimination

- No discrimination compared wlth other consumers.
~ Standing charge and price per kWh according to time of. day
(peak/day/nlght). ’

(c) Transparency of pricing principies
The prices of sales and purchases are clearliy defined In the
tariffs and the standard contract.

Assessment of the obstacles to the framework for cooperation

- Limit of 100 kW laid down in the standard contract appilcable to
RWC auto-production.

- No remuneration for the capacity which auto-producers make
avallable to the network.

. New legistation

Standard contract of 15 September 1989.

ded n W -

None .
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. General remarks

There Is a legal framework.

Electriclity Law of 16.11.838, which also governs Independent
production, a broader concept than auto-production.

Introduction of standard contract criteria
- Standard contracts provided for In Article 42.

- Standard contract for 1991 for combined heat and power generation
(CHP) and for the production of electricity from waste.

— There Is as yet no standard contract for the production of
electriclty from renewablie energles, but the conditlions should be
at least as favourable as for the other types of independent
production, fn line with Article 42(4).

contract condltions

In the event of disagreement about the establishment of a standard
contract between the distributors’ organization (VEEN) and the
organizations representing the Independent producers, Article 43
provides for the creation of a mediation committee to declde on the
content- of the standard contract.

Article 41 obliges the distributor for the area in which the
independent producer Is located to purchase all the electriclty
produced (applies from 24 August 1990).
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(b) Authorlzation of RWC electriclty auto-nroduction

No authortzatlon Is required for independent producers up to a
capaclty of 5 MW (Article 3(2)).

4. (a) Princinles of prilcling for RWC electriclty sales to the publlc
supply network

- Article 42 stipulates that prilces are to be based on the average
cost avoided; the agreement can set different prices for each
method ¢of electricity production.

- The standard contract referred to at point 2(a) above flxes
remuneration for energy (kWh) depending on the voltagse supplled
and remuneration of capaclty (kW) depending on the regularity of
supplles (the Independent producer can choose betwsen 3 optlons).
These tarlffs are very favourable for the independent producer:
for example, regular low-voltage supplies (more than 6 000 hours
a year) are remunerated at 90% per kW and more than 90% per kWh
of the price pald by the final consumer.

(b) Principles of oriclng for electriclty sales to RWC auto-oroducers
from the publlc supply network. No dilscrimination
- No discrimination compared with other consumers.

- Article 27 sets maximum prlces for the final consumer.

(¢) Iransparency of pricing principles
The ratlio of sale and purchase prices Is clearily dsfined.
5. Assessment of the obstacles to the framework for cooperation
- There are no obstacies to RWC auto-production other than the 5 MW
limit per Installation for independent producers.
- Other than the above comment, the Dutch leglslation Is currentiy in

line with the sssential points of recommendation 88/611/EEC of
8.11.88.
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6. New legislation

The 1989 Law brings the Dutch legislation into line with the essentlal
points of recommendation 88/611/EEC of 8.11.88.

- Avaitablility of more favourable tariffs for renewable energles
(Article 42(4)).

- Promotion of the use of combined heat and power gensration (CHP).

- State aid to promote investment In wind power, solar power and CHP.

HH
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There is a legal framework.

Decree Law 189/88 of 27.5.88 governs "lIndependent production”, a
broader concept than auto-production.

Regulatory Decrees:

~ 445/88 of 8.7.88 (hydro power: authorization to use water)

- 958/89 of 28.10.89 (amendment of the above)

-~ 305/90 of 18.4.90 (correspondence between Decree Law 189/88 and
the tariff system)

-~ 416/90 of 6.6.90 (standard contracts)

Technlca!l guide for Independent electricity production
installatlions (Aprii 1990).
d i ndard ri I

— There Is a standard contract.
- The content of the standard contract is laid down by Regulatory

Decree 416/90 of 6.6.90. .

d r ivin

contract conditions
Disputes resolved by an arbitration agreement or by the courts:
clause 27 of the Regulatory Decree referred to at polnt 2(a) above.
Obligatlon on public utitlities to purchase electriclity arlising from
BWC auto-productlion

EDP Is obliged to purchase ail electricity produced: clause 1 of
the Regulatory Decree referred to at polnt 2{(a) above.
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Authorization of RWC electricity auto-production

- No authorization Is required (other than compliance with
technical and safety standards) for RWC producers and producers
using Indigenous fuels up to an Iinstalled capacity of 10 000 kVA;
this Iimit does not apply to combined heat and power generatlion
(CHP) plant whose primary function iIs not to produce électricity:
Article 1 of Decree Law 189/88 of 27.5.88.

- For hydro power, Regulatory Decrees 445/88 of 8.7.88 and 958/89
of 28.10.89 govern the administrative procedures for
authorization to use water.

r had r
supply network

- Tariffs defined by Articles 22 and 23 of Decree Law 189/88 of
27.5.88 and Regutatory Decree 305/90 of 18.4.90.

- Tarliffs based on the average cost avoided in the long term by the
recelving company.

- Tarlffs based on:

- kWh: price pald by the consumer for the next higher voltage
level ;

- kW: 80% of the average capacity made available to the system
(peak-load and high-load hours), at the price pald by the
consumer for the next higher voltage levei;

- subsidy pald by the State per kWh equal! to the subsidy (If any)
paild to thermal power stations for thelr fuel oll consumption
(premlum equivalent to 300 g of fuel oll per kWh).

State guarantee to auto-producers durlng the first eight years of
operation: tariffs will not be lower than 90% of those initially
applied.

R - d
from the public supply network., No discrimination
- No discrimination compared with other consumers.
- Tariffs which do not penalize Irregular consumers: the consumer
must pay 80% of the capaclty used and 20%¥ of the capaclty
specified In the contract, thus enabling an auto-producer to pay

a reduced standing charge of 20%.

-~ Meters for two or three timse-of-day rates available.
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(c) Iransparency of pricing principles

The ratlo of sale and purchase prices Is clearly defined.
5. Assessment of the obstacles to the framework for cooperation . .
There are no obstacles to RWC auto-production.

6. New leglslation

- Standard contracts: publlication of Regulatory Decree 416/80 of
6.6.90 on standard contracts brings Portuguese legislation Into
line with the major points of recommendation 88/611/EEC of
8 November 1988.

- Production of electricity and regulation thereof for installed
capacitles greater than 10 MVA: Decree Laws 99/91 and 100/91 of
2 March determine the general principles of the legal arrangements
for the electriclty production of installations with a capacity
greater than 10 MVA and lay down the procedure for the granting of
production ticences.

Access to this activity is unrestricted, once the |licence granted
by the Director-General for Energy has been obtained. The
productlion |lcence can be:

- llnked: where the owner undertakes to supply the public power
network (SEP);

- unilnked: where the owner produces electriclty to cover his own
needs or those of third parties under market arrangements.

As stated at point 4(a) above, the State appliles the folliowing tarlff
measures:

- subs!ldy pald by the State to auto-producers for each kWh sold to
EDP: equal to the subsidy (If any) pald to thermai power stations
for thelr fuel oil consumption (premium equivaient to 300 g of fuel
oll per kWh);

- State guarantee to auto-producers during the first elght years of
operatlion: tariffs wlll not be lower than 90X of those Inltially
applied.
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Geperal remarks
- There Is a legal framework.

- The 1989 Electricity Act libsralized the operation of the public
utiltlty. '

- The new legal framework |lberallzes electricity production; as a
result It establishes equal treatment of public utllity producers
and independent producers, the category to which auto-producers
belong.

lon: nd l i -

- Liberatllzation of electriclty production and the creation of an
open “pool" has removed alil forms of discrimination between the
varlous participants in the electricity market, whether buyers or
sellers of electriclty. Thus auto~producers can sell surplus
electriclity to or purchase supplementary power from the “pool",
on conditions fixed by the market.

- The electriclity services supplled by the network, necessary for
the smooth operation of the system, are remunerated by a charge
per kWh ("uplift“). Energy produced and consumed dlirectly by
auto-producers Is not at present subject to thls charge. This Is
a matter of contention between producers and auto-producers. A
decislion by the supervisory authority (Energy Secretary) Is
expected soon.

(b) - wab

- The Non-Fossil Fuel Obligation (NFFO) imposes measurses to protect
.the market for new technologles (1989 Electriclty Act). The
Sacretary of State for Energy can Impose a NFFO order requiring a
specified amount of non-fossil fuel generating capaclty: nuclear
power, renewable sources and waste. Energy produced In
accordance with the NFFO Is supplied to the network and may
receive a premium price financed through the Fossll Fuel Levy.
The first order setting a NFFO was made In February 1990 and
related to nuclear-generated electrlclty. :
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- The first NFFO order for renewabte sources of energy was
made In September 1990. The obllgatlion was set at
102.25 MW declared net capaclty (DNC). Seventy-flve
projects were contracted for under thls order, with an
installed capacity of 170 MW or 152 MW DNC. A second NFFOQ
order, Involving 152 MW DNC and dlvided up according to
type of renewable energy, was made In November 1991 and
covers the period 1991-98.

- There Is no NFFO applying to Scotland at present. Howsver,
Iindependent producers using renewable sources recelve a
premium on the kWh sold to producers or distributors. Thls
premium Is of the order of 60% per kWh, for a production of
58 GWh.

. Assessment of the obstacles to the framework for cooperatlon

There are no obstacles to RWC auto-production.

New legistation

The 1989 Electricity Act guarantees non-discriminatory treatment for RWC
auto-producers.

The NFFO permits favourable treatment of Independent electriclty
producers using renewable sources of energy and waste (see point 2{(b)
above).





