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EXECUTIVE SUMMARY

The federal government had a clear objective in mind when it introduced the safety net
mechanism, i.e. to ensure that energy prices for individuals and small and medium-sized

enterprises do not exceed the average price of our neighbouring countries.

A number of particular tasks and powers are allocated to the CREG within the scope of the
safety net mechanism, which is legally founded on article 20bis of the electricity act and
article 15/10bis of the gas act. One of these tasks is to draw up an annual report identifying
any risks having market-disrupting effects that can be attributed specifically to the safety net
mechanism. The legislation provides for a similar task for the National Bank of Belgium
(NBB) regarding permanent monitoring provided for within the safety net mechanism and, in
particular, for any market-disrupting effects.

The safety net mechanism was introduced by way of the act of 8 January 2012, after which
more detailed adjustments were made to the legislation during the course of 2012. A price
freeze period for contract types containing a variable pricing structure was announced during
the first stage - from 1 April 2012 to 31 December 2012, inclusive. In practical terms, this
meant that the values of the index parameters as at 31 March 2012 were imposed as cap
prices. The price freeze period saved household customers between 17.00 EUR (21.00 EUR
including VAT) and 52.00 EUR (63.00 EUR including VAT) 1 i.e. between 5% and 12% - per
year for electricity and between 39.00 EUR (47.00 EUR, including VAT) and 81.00 EUR
(98.00 EUR including VAT) i i.e. 4% to 7% - per year for gas.

The actual safety net mechanism containing a number of specific monitoring assignments for
the CREG came into force on 1 January 2013: monitoring quarterly indexation of the contract
types having a variable pricing structure, monitoring the indexation parameters and
indexation formula used and comparing the Belgian energy prices to those in the

neighbouring countries.

When assessing any market-disrupting effects within the context of the safety net
mechanism, it is important that the following two situations be compared: the (actual)
situation with the safety net and the (hypothetical) situation without the safety net. In this
comparison, the focus is on the question whether or not the application of the safety net
mechanism had a negative impact on market forces. With regard to monitoring any market-
disrupting effects, the CREG has focused on analysing the following: market concentration,

entry and exit barriers, transparency, product range and price evolution.
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In its analysis, the CREG could not establish any market-disrupting effects specifically

attributable to the safety net mechanism.

Market concentration has decreased and the number of customers changing suppliers has
done nothing but increase i with figures in Flanders and Wallonia in excess of 15% i since
the introduction of the safety net mechanism was announced at the beginning of 2012. The
most important traditional supplier i i.e. Electrabel 7 lost a substantial market share (up to
almost 18% in Flanders, 9% in Wallonia and up to 5% in Brussels) during the period from
January 2012 to June 2013. In Flanders, this market share loss is taken over especially by
Essent, Eneco, Lampiris and Eni. In Wallonia and Brussels, Lampiris, in particular,
experienced a rise in its market share. A number of new suppliers joined the market in 2012
and 2013 and not a single supplier left it. The new suppliers also caused the product range

on the electricity and gas markets to expand.

The energy market information available to all parties has become more transparent as a
result of the Royal Decrees of 21 December 2012, which, within the scope of the safety net,
ensure that indexation parameters used in contract types with a variable pricing formula
have a direct link with energy exchanges for electricity and gas, and that such parameters

are named transparently.

Price analyses performed by the CREG show that the electricity and gas prices - for
household customers and SMEs - in Belgium are evolving towards a situation that is similar
to the average level of the neighbouring countries. In 2013 the average Belgian electricity
price (pure energy component) fell by 24% and the gas price (pure energy component) by
15%. As far as electricity is concerned, the average price in Belgium has been following the
average price in the neighbouring countries since 2013. The average gas price in Belgium
remains constant at approximately 1 EUR/MWh above the average of the neighbouring
countries. These analyses also show that further price follow-up and monitoring in future

remains essential.

As is the case with the safety net mechanism, the established dynamics of the Belgian
energy market are very recent. That is why the CREG is convinced that, in future, these

dynamics must be monitored and stimulated further.
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. INTRODUCTION

In accordance with article 20bis, 87, of the act of 29 April 1999 on the organisation of the
electricity market and article 15/10bis, 87 of the act of 12 April 1965 on the transmission of
gaseous and other products by pipelines, and with reference to this document, the
COMMISSION FOR REGULATION OF ELECTRICITY AND GAS (CREG) draws up a report
on monitoring possible market-disrupting effects within the scope of the safety net

mechanism.

The act of 8 January 2012 amending the act of 29 April 1999 on the organisation of the
electricity market (= the electricity act) and the act of 12 April 1965 on the transmission of
gaseous and other products by pipelines (= gas act) makes fundamental amendments to the
electricity and gas acts. One of these amendments is the introduction of a safety net
mechanism.

The most important aim of the safety net mechanism is to bring the energy prices for both
individuals and small and medium-sized enterprises (SMESs) in line with the average of our
neighbouring countries. The following measures were introduced for this purpose:

- setting up a database within the CREG, which contains a summary of all the price
formulas that the suppliers offer household customers and SMEs.

This database is aimed at enabling the CREG to register the method according to
which the energy prices are calculated, and to gain an understanding of the

indexation parameters and formulas used;

- limiting variable pricing formulas indexation to four times per year (at the start of
every quarter) instead of monthly indexations. This indexation is subject to
inspection by the CREG;

- testing the indexation formulas used by the suppliers against a list of criteria laid
down by Royal Decree’, and, in so doing, arriving at transparent and energy
exchange related parameters instead of parameters developed by suppliers,

which are often linked to own production and operational criteria.

! Royal Decrees of 21 December 2012 determining the exhaustive list of criteria according to which
suppliers are allowed to index the electricity and gas prices.
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- Constantly comparing energy prices in Belgium with those in our neighbouring
countries (CWE region - Central West Europe)’. CREG makes this comparison,
which is used to analyse price increases announced by the suppliers.

The safety net mechanism runs until 31 December 2014, inclusive. Based on a report drawn
up by the CREG and the National Bank of Belgium (=NBB), the King can extend this by a
new three-year-term. The King can also decide to stop the mechanism at any point in time if
it has an important market-disrupting effect. In this regard, the CREG and the NBB assume
responsibility for constantly monitoring the mechanism. Within the context of such constant
monitoring, an obligation is imposed on the CREG and the NBB to draw up an annual report
on possible market-disrupting effects.

This report was approved by the Executive Board of the CREG at its meeting on 27 March
2014.

For the report of the NBB, please refer to the publication entitled "Annual Assessment Report

on the Safety Net Mechanism for the Retail Prices for Gas and Electricity".

2CWE region = Belgium, The Netherlands, Germany and France.
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Il. DESCRIPTION OF THE MECHANISM

1. In the government coalition agreement® of 1 December 2011, the government
expresses its concern of the affordability of energy, both for individuals and companies, and
of the proper functioning of the energy market. In particular, the following passages are

included in the government coalition agreement:

"The government aims to ensure that energy prices for individuals and small and medium-
sized enterprises do not exceed the average price of our neighbouring countries, in order to
secure the competit i veness of the companies and the

The government will first request that the Commission for Regulation of Electricity and Gas
(CREG) examine whether objective factors justify the price difference between Belgium and
the neighbouring countries. If the CREG's research concludes that the difference is not
justified, it shall propose a temporary maximum price to the government, which shall reduce
the Belgian prices to the average prices in the neighbouring countries, and for which there
must still be competition.

Secondly, by transposing the EU Third Energy Package, the CREG's autonomy and role
regarding the guarantee of the market functioning in accordance with the EU Directives will be
reinforced. The Parliament will supervise the regulator. The safety net method referred to in
the draft bill transposing the Third Energy Package will effectively be implemented. The CREG
will be informed of the pricing formulas for the variable contracts, and the CREG will first be
required to approve any amendment thereto. & 0

2. The act of 8 January 2012* makes fundamental amendments to the electricity and
gas acts. The most important aim of this act is to transpose the European Third Energy
Package, in particular, European Directives 2009/72/EC and 2009/73/EC, into Belgian law.
However, based on the numerous debates during the course of 2011, the amendments and
adjustments to the electricity and gas acts were not limited to a pure conversion of the

European legislation. One of these amendments is the introduction of a safety net

mechanism.
.1 Aim
3. The federal government had a clear aim in mind when it introduced the safety net

mechanism, i.e. to ensure that energy prices for individuals and small and medium-sized
enterprises do not exceed the average price of our neighbouring countries. The most

important aspect to be mentioned in this regard is that the energy price is made up of various

® Government coalition agreement, 1 December 2011: 2.6.2 Guarantee safe, sustainable energy that
is accessible to everyone, p. 126.

* The act of 8 January 2012 amending the Act of 29 April 1999 on the organisation of the electricity
market and the act of 12 April 1965 on the transmission of gaseous and other products by pipelines
(Belgian Official Gazette of 11 January 2012).
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components® and that the safety net mechanism only focuses on the pure energy

component.

4. The (F)120131-CDC-1134 study® on the amount and evolution of the energy prices
provides a clear answer to the government's question on the extent to which Belgian energy
prices derogate from those in our neighbouring countries.

The working method’ developed in its studies by consulting agency Frontier Economics,

n8

namely "International Comparison of Electricity and Gas Prices for Households™ and

"9 is used

"International Comparison of Electricity and Gas Prices for Commerce and Industry’
as benchmark for the foreign energy prices. Figures 1 and 2 below provide a comparison of
the prices charged in November 2010 for both electricity and gas for: Belgium, France,

Germany, the Netherlands and the United Kingdom.

® For a description and analysis of the different components, we refer to study (F)130926-CDC-1271 of
26 September 2013 on the components of the Prices for Electricity and Natural Gas.

Only available in Dutch: http://www.creg.info/pdf/Studies/F1271NL.pdf and in  French:
http://www.creg.info/pdf/Etudes/F1271FR.pdf

® CREG Study (F)120131-CDC-1134 of 31 January 2012 on the amount and evolution of energy
prices.

Only available in Dutch: http://www.creq.info/pdf/Studies/F1134NL.pdf and in French:
http://www.creg.info/pdf/Etudes/F1134FR.pdf

" The working method can be compared to the working method of Vaasa ETT to calculate the
Household Energy Price Index (HEPI).

The working method developed by Frontier Economics makes it possible to compare the prices and
invoices between the different countries as based on the most representative contracts on the market.
The working method used by the Price Observatory (and the NBB) is easier to compare to that of the
calculation of the Indices of Consumer Prices (ICP) and it covers the market to a greater extent.

® International comparison of electricity and gas prices for household 7 Final Report on a study
prepared for the CREG, October 2011.

To be consulted at: http://www.creqg.be/pdf/NewsOnly/111026-Frontier Economics-
International Comp HH Energy Prices.pdf

® International comparison of electricity and gas prices for commerce and industry i Final Report on a
study prepared for the CREG, October 2011.

To be consulted at: http://www.creg.be/pdf/NewsOnly/111026-Frontier Economics-
International Comp Candl_Energy Prices.pdf
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Figure 1.  Comparison of electricity price for a household Dc customer (annual consumption of

3,500 KWh)
Comparison of electricity price
Source: Frontier Economics (Data : Nov. 2010)
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The most important conclusion regarding the energy component is that Belgium is in the
rather unenviable second place (i.e. second-most expensive country) in the ranking, with the
United Kingdom in first place. As a result of, among other things, still strictly regulated end
prices to consumers, individuals in France pay the lowest rate. Moreover, in France, one of
the matters strongly emphasised is the fact that all end users must be able to benefit from

cheap electricity from nuclear power stations.

Figure 2: Comparison of gas price for household T2 customer (annual consumption of 23,260 kWh)

Comparison of gas price
Source: Frontier Economics (Data : Nov. 2010)
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At the end of 2010, Belgian household consumers paid the highest price of the five countries
included in the comparison. With regard to the United Kingdom, a Belgian customer pays
27% more for gas (= pure energy component).

5. Figures 1 and 2 and the more detailed analysis as included in the (F)120131-CDC-
1134 study® clearly show that Belgian energy prices are higher than the average in our

neighbouring countries.

6. The act of 8 January 2012 already enabled the introduction of a safety net
mechanism. Based on the above-mentioned (F)120131-CDC-1134 study, the safety net
mechanism and the legislation concerned were amended during the course of the year 2012.
Figure 3 provides a diagrammatic summary of the various steps followed in implementing the

safety net mechanism.

Figure 3: Diagrammatic summary of the safety net mechanism

2012/01/21 Start of Safety Net Mechanism 2014/12/31

(possibility to extend)

01/04/2012 Start of price freeze 2012/12/31
Law of 2012/01/08 comes

into force on 21/01/2012.

The CREG will have a Law of 2012/03/29 fixes
database for the registration |indexation freeze between 2013/04/01 Parameters are
of parameters and 2012/04/01and 2012/12/31.[ < indexation freeze is defined

|ndt_=.|xat|)t||0n fc;rmula; (interpretative act of stopped on 2013/01/01.
available no later than 21 2012/07/01)

March 2012. RDs of 2012/12/21 only As from 2013/04/01, the
Variabl tract come into force on CREG makes its first decisions
driabie contracts are 2013/04/01. on the grounds of the safety

indexed at a frequency of no net mechanism that has

more than 4x per year and Suppliers adjust the N
are monitored by the CREG. indexation formulas from as | €ome into full force.
early as 2013/01/01.

7. Articles 29 and 82 of the act of 8 January 2012 respectively add articles 20bis and
15/10bis to the electricity and gas acts. Both articles contain the same contextual provisions.
These articles form the foundation for introducing the so-called safety net mechanism to the
electricity and gas markets. The safety net mechanism focuses specifically on household

% The act of 8 January 2012 amending the Act of 29 April 1999 on the organisation of the electricity
market and the act of 12 April 1965 on the transmission of gaseous and other products by pipelines
(Belgian Official Gazette of 11 January 2012).
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customers and SMEs. Both customer groups are clearly defined in both the electricity and

gas acts:

Electricity Act i article 2:

16bi s A f honstoserd o lcasumer who purchases electricity for his or her own
household use, excluding commercial or professional activities.

50A A S MEasumasnhdving an annual consumption of less than 50MWh of electricity
and less than 100MWh gas for all of their access points to the transmission/transport grid
and/or distribution network.

Gas Act i article 2;

52° "household customer": a consumer who purchases natural gas for his or her own
household use, excluding business or professional activities.

6 3 A A S ME@nsumeasnhdving an annual consumption of less than 50MWh of electricity
and less than 100MWh gas for all of their service connection points to the
transmission/transport grid and/or distribution network.

8. The introduction of the safety net mechanism significantly extends the CREG's
monitoring task. The first and very important step to correctly and meticulously implement
this new task is to compile a database™ for every variable and for every new contract type,
and to register the entire working method according to which the variable energy prices are

calculated, including the parameters and indexation formulas used in the process.

As has been provided in the act, the CREG deliberated with all suppliers in order to arrive at
practical arrangements on exchanging information for the purposes of compiling the

database and keeping it up to date.

9. The above-mentioned database was operational on 21 March 2012, as had been
provided by the legislation. Article 108 of the act of 8 January 2012 provided that the date on

which the safety net mechanism would enter into force was: 1 April 2012.

This database enables the CREG to meticulously monitor the pricing formulas of all the
contracts offered on the retail market, where the focus lies, especially on correctly applying
the indexation parameters and justifying any price rises that are not linked to pure application
of the indexation parameters, as this is provided in the legal provisions on the safety net

mechanism.

' Compiling such a database was provided for in §1 of article 20bis of the electricity act and article
15/10bis of the gas act, which was to be done by no later than 21 March 2012 - i.e., 2 months after the
act of 8 January 2012 came into force (Belgian Official Gazette of 11 January 2012).
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10. However, the act of 29 March 2012 containing various provisions postponed the entry
into force of the safety net mechanism until 1 January 2013 and there was a temporary
freeze on the indexations of the variable gas and electricity contracts™.

1.2 Price freeze period

11. The act of 29 March 2012 postponed the entry into force of a part of the safety net
mechanism to 1 January 2013. In particular, this concerns 882 to 4, inclusive, of article 20bis
of the electricity act and article 15/10bis of the gas act. These paragraphs specifically relate
to monitoring in order to ensure that the indexation parameters are applied correctly and that
the variable contract types (pricing formulas) are limited to four times per year (always at the
start of a quarter)’®. In addition, article 29 of the act of 29 March 2012 implemented an
adjustment to article 108 of the act of 8 January 2012, which imposed a temporary freeze of

the indexation of the variable gas and electricity contracts.

Excerpt from the act of 29 March 2012:

"As from 1 April 2012 until no later than 31 December 2012, inclusive, it is forbidden to index
the variable energy price for the supply of electricity and natural gas upwards in so far as this
exceeds the initial threshold that was laid down as based on the suppliers' indexation
parameters of 1 April 2012, ..."

12. Consequently, in practical terms, the price freeze meant that the value of the
indexation parameters was capped at the amount of March 2012 for all pricing formulas
having a variable price. Therefore, the price freeze introduced a maximum price level, which
meant that it was still possible to reduce prices based on the actual evolution of the
indexation parameters. Correct application of the above-mentioned provisions was monitored

on the grounds of the CREG's database.

2 The CREG attempted to clearly inform the various parties on the market of the temporary freeze of
the indexations of the variable gas and electricity contracts by way of its Guidelines (R)120322-CDC-
1147 of 22 March 2012.

Only available in Dutch: http://www.creg.info/pdf/Richtliinen/R1147NL.pdf and in French:
http://www.creg.info/pdf/Lignes_Directrices/R1147FR.pdf

'3 In the past, monthly indexations were used in variable types of contracts.

“In practice, an argument arose regarding the exact date according to which the value of the
indexation parameters that needed to be considered within the price freeze should be determined. An
end was put to this argument by the interpretative act i the act of 1 July 2012 interpreting Article 108,
82, second paragraph, first and second clauses of the act of 8 January 2012 amending the act of 29
April 1999 on the organisation of the electricity market and the act of 12 April 1965 on the transmission
of gaseous and other substances by pipeline.
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13. Figures 4 and 5 below provide a summary of the evolution of a number of*® indexation
parameters for electricity and gas, the straight lines of which indicate the value of the
parameters, taking into account the freeze level and the dotted lines which indicate the actual
value of the parameters. The price freeze had a mitigating effect on the prices charged to the
end customers for all the parameters shown. As a matter of fact, it appears that, based on
the dotted lines shown (= actual value of the parameters), all parameters experienced a
value exceeding the price freeze value during the period April to December 2012, inclusive.

Figure 4: Evolution of the electricity indexation parameters
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1o Figure 4 electricity: Electrabel Customer Solutions (ECS) used Nc and Ne indexation parameters on
1 April 2012, whereas Elegant used the Endex (15d1,0,3) indexation parameter. Octa+ uses the
Belpex indexation parameter.

Figure 5 gas: Electrabel Customer Solutions (ECS) used Gpi and Igd indexation parameters on 1 April
2012, whereas Octa+ used the TTF101 indexation parameter. Eneco uses the TTF103 indexation
parameter.
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Figure 5: Evolution of the gas indexation parameters
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The above figures show that the price freeze also had an important impact on eliminating the
volatility pursuant to the monthly adjustment of the indexation parameters of the variable
contracts. We refer to Chapters 111.2.2 Entry/Exit barriers and 111.2.4 Product range and Price
evolution for a more detailed analysis of the price freeze effect on a number of specific types

of suppliers' contracts.

14. Besides implementing a temporary price freeze, the act of 29 March 2012 also
implemented an amendment to Article 20bis of the electricity act and article 15/10bis of the
gas act. 84bis, which aimed to promote energy price representation, transparency and

comparability, was added to both articles:

fi A 4 bAftes deliberation by the Council of Ministers and by means of a Royal Decree, the
King lays down an exhaustive list of criteria allowed in order that each of the suppliers develop
indexation parameters so that these would meet transparent, objective and non-discriminatory
criteria and represent actual supply costs.

15. On 1 August 2012 and in application of article 20bis, 84bis of the electricity act and
article 15/10bis, 84bis of the gas act, the CREG provided the government with a proposed

exhaustive list of criteria allowed with a view to letting each of the suppliers develop
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indexation parameters for electricity’® and gas®’. These proposals were worked out after

public consultation.

On the grounds of these proposals, the variable energy prices invoiced to household
customers and SMEs can only evolve within the context of energy exchange quotations on
the electricity and gas markets, where the name of the parameters used clearly refers to the
elements on which they are calculated®.

The government upheld the proposals of the CREG by enacting the Royal Decrees of 21
December 2012 and introduced a transitional period running until the end of 2014 during
which some suppliers may still index gas prices on the grounds of the oil prices. The entire
text of the Royal Decrees of 21 December 2012 is reproduced in Appendix 1 of this report.

16. Finally, the act of 29 March 2012 contains provisions allowing CREG to have the
safety net mechanism and monitoring of the price indexation come into force early, on the
assumption that the Royal Decrees that must be adopted upon the CREG's recommendation
came into force and could be applied before 1 January 2013. This was not the case,
however, in view of the fact that the respective Royal Decrees of 21 December 2012 only

came into force on 1 April 2013.

® CREG, Proposal (C)120801-CDC-1150 of 1 August 2012 on an exhaustive list of allowed criteria
with a view to letting each of the suppliers develop indexation parameters for electricity and various
measures to secure the comparability, objectivity, representativeness and transparency of the energy
prices offered to household customers and SMEs in Belgium.

Only available in Dutch: http://www.creg.info/pdf/Voorstellen/C1150NL.pdf and in French:
http://www.creg.info/pdf/Propositions/C1150FR.pdf

" CREG, Proposal (C)120801-CDC-1151 of 1 August 2012 on an exhaustive list of allowed criteria
with a view to letting each of the suppliers develop indexation parameters for gas and various
measures to secure the comparability, objectivity, representativeness and transparency of the energy
prices offered to household customers and SMEs in Belgium.

Only available in Dutch: http://www.creq.info/pdf/Voorstellen/C1151NL.pdf and in French:
http://www.creg.info/pdf/Propositions/C1151FR.pdf

% In the past, the CREG has repeatedly criticised the use of indexation parameters that are not
transparent and in accordance with the suppliers' actual supply costs. The CREG hereby emphasised
that such parameters obstruct proper market functioning.

CREG, Study (F)100909-CDC-948, of 9 September 2010, on the quality of the Nc-parameter.

Only available in Dutch: http://www.creg.info/pdf/Studies/F948NL.pdf and in  French:
http://www.creg.info/pdf/Etudes/F948FR.pdf

CREG, Study (F)110428-CDC-1063, of 28 April 2011, on the quality of the parameters in the prices for
natural gas.

Only available in Dutch: http://www.creq.info/pdf/Studies/F1063NL.pdf and in French:
http://www.creg.info/pdf/Etudes/F1063FR.pdf

CREG, Study (F)110922-CDC-1096, of 22 September 2011, and Study (F)120906-CDC-1183, of 6
September 2012, on the components of electricity and natural gas prices.

Only available in Dutch: http://www.creg.info/pdf/Studies/F1096NL.pdf and in French:
http://www.creg.info/pdf/Etudes/F1096FR.pdf

19 Royal Decrees of 21 December 2012 determining the exhaustive list of criteria according to which
suppliers are allowed to index the electricity and gas prices.
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17. As provided in the Law of 29 March 2012, an end was put to the temporary freeze of
indexations of the variable gas and electricity contracts on 31 December 2012 and the actual
safety net mechanism came into full force on 1 January 2013.

1.3 Safety net mechanism

18. The detailed version of the actual safety net mechanism and the outline of the
procedures to be followed are contained in 882 to 5, inclusive, of article 20bis of the
electricity act and article 15/10bis of the gas act.

For the purposes of enabling a database with all contract types and the CREG to monitor the
composition and evolution of the variable contracts, 83 of the above-mentioned articles
provides for a notification obligation by the suppliers, whereby an obligation is imposed to
correctly and adequately inform the CREG about how the indexation is being implemented
for the variable contract types within five days after every indexation. The CREG checks
whether the indexation formula maintained by the supplier was applied correctly and in

accordance with the data it registered.

19. As has already been explained above, the most important aim of the safety net
mechanism is to evolve towards the average price of our neighbouring countries for both
individuals and companies. However, by introducing the safety net mechanism, the
government also wanted to tackle the greater volatility of the energy prices as compared to

our neighbouring countries®.

That is why it has been provided in 82 of articles 20bis of the electricity act and 15/10bis of
the gas act that there is a limit to the number of times the variable contract types are
indexed, namely only four times per year (always at the start of a quarter), instead of the

monthly indexations that were applied in the past.

20. 884 and 4bis of articles 20bis and 15/10bis lay down the procedure to be followed for
the CREG's monitoring of the quarterly indexations. This monitoring includes an investigation
to ensure that the indexation formula is correctly applied and that the indexation parameters
used are in conformity with the exhaustive list of criteria as listed in the Royal Decrees of 21
December 2012.

2% The volatility of the energy prices also has an important influence on inflation, which has also been
confirmed in the past by the Price Observatory.

For a more detailed analysis of the effect of the energy prices and, in particular, of the safety net
mechanism on inflation, please refer to the "Annual Assessment Report of the Safety Net Mechanism
for the Retail Prices for Gas and Electricity" by the NBB.
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A specific procedure is also provided for in 84, should there be a dispute between the CREG

and the supplier, in which case the Institute of Company Auditors is involved.
Figure 6 below gives a summary of the various steps in the procedure.

Figure 6: Diagrammatic representation of the procedure provided in 84

CREG finding
(after declaratlon or ex officio)
Correct Application Incorrect application

Contestation by supplier No contestation by supplier

Notice of
default issued
by CREG

| |
“

21. Based on this database, the CREG established that the pricing formulas for the
variable contract types have been compiled as follows:

Auditor's Compliance

with finding

opinion

Pricing structure of energy component = A + \ [(Index + B) * kWh] |
Y |
Subscription Consumption
EUR/year EUR/kWh

Whereas the provisions of §84 and 4bis, as referred to above, relate specifically to the
part of the above-mentioned formula, the provisions of §5 focus on the co-efficients [A and
in the formula. On the grounds of 85, the suppliers are obliged to report to the CREG and

justify any increase in the variable energy price for household consumers and SMEs, which
is not pursuant to purely applying the indexation.
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Based on the information received, the CREG checks whether the substantiation for the

increase is justified.

Figure 7: Diagrammatic representation of the procedure provided in 85

CREG constitution of fact

(after declaration or ex officio)

Increase justified Increase not justified: negotiations

No agreement:

contestation

]
|
Non-
Compliance A
| compllance
Notice of default
Notice of default

22. The justified nature of an increase in the energy price reported by a supplier is

Non-
Compliance
compliance

Compllance

analysed on the grounds of objective parameters, such as constant comparison of the
energy component to the average of the energy component in our neighbouring countries®
For this reason, the CREG keeps, not only a full database of all the contract types offered to
both residential consumers and SMEs in Belgium, but, in addition, it also permanently keeps
databases containing the energy prices in our neighbouring countries. The method
developed in its studies by consulting agency Frontier Economics, namely "International

n22

Comparison of Electricity and Gas Prices for Households"“ and "International Comparison of

n23;

Electricity and Gas Prices for Commerce and Industry"’is used as benchmark for the foreign

energy prices.

2 An average energy component for the North-West Europe region is mentioned in the electricity and
gas acts. The following is said about this region in the Explanatory Memorandum (p. 61) to the act of 8
January 2012:
"This region corresponds to the one laid down in Article 3.2 of Annex 1 of Regulation (EC) No.
714/2009. This region includes the Benelux, Germany and France."
CWE region = Belgium, The Netherlands, Germany and France.

Cf footnote 8

2% Cf. footnote 9
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The starting point of this working method®* is the end customer's total invoice, from which the
different components of the energy price are isolated. The starting point for the basis of the
total invoice to the end consumer is a weighted average energy price, based on:

- the standard offer of the standard supplier in a particular region;
- the best offer in the same region of this standard supplier;

- a competitive offer by the second-largest supplier on the market™.

This working method means that a comparison is made between the different countries on
the grounds of the most representative contracts on the market®®. Therefore, as far as the
international comparison is concerned, no ranking is made from the cheapest to the most
expensive within a particular country. However, account is taken of the number of different
areas in which distribution system operators have their activities, which means that

geographic spread is also included in the comparison.

In order to allow the international comparison of the prices to be made as transparently as

possible, every component of the energy price is presented in its purest form.

23. Since April 2012, the CREG has been publishing a monthly summary and evolution of
the electricity and natural gas prices for household customers and SMEs on its website?’. On
the one hand, this publication gives a summary of the contracts that are actively on offer on
the Belgian energy market and, on the other hand, the Belgian energy prices are compared

to the prices of our neighbouring countries.

Moreover, it appears from the CREG website that the web pages on energy prices and
tariffs, in addition to the monthly note containing a summary and evolution of the electricity
and natural gas prices for household customers and SMEs, are consulted regularly.
Therefore, the CREG regards this and other publications having a link to the safety net

regulation (e.g. monthly scoreboard) as an important source of information for the market.

4 During the course of 2012, the CREG refined the methodology developed by Frontier Economics, by
means of the following: adding a number of additional distribution system operators to the Belgian
fibgures, not taking discounts into account for any country at all, an update of a number of products, etc.
® This working method implies that suppliers having a limited market share are not included in the
comparison.

* Regulated prices are still being used in France. The regulated price, which applies to the short listed
customer profiles, is taken into account.

" To be consulted in Dutch and in French at: http://www.creg.info/Tarifs/energiecomponent.pdf
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24, In accordance with 83 of articles 20bis and 15/10bis, the CREG took its first decisions
determining the correct application of the indexation formula on the grounds of the data
reported by the suppliers on 1 January 2013. These decisions are made for all suppliers
having variable contract types . As of the second quarter of 2013, the content of these
decisions was extended to determining the correct application of the indexation formula and
the conformity with the exhaustive list of allowed criteria for the contract types with variable
energy prices®, pursuant to the fact that the Royal Decrees of 21 December 2012 came into
force on 1 April 2013.

In its decisions regarding the year 2013 (4 quarters), the CREG has not established any
inaccuracy and/or derogation whatsoever regarding correct application of the indexation

formula and indexation parameters laid down.

8 These decisions can be consulted for all suppliers in Dutch at: http://www.creg.be/nl/evolprixe.html
and http://www.creg.be/nl/evolprixg.html and in French at: http://www.creqg.be/fr/evolprixe.html and
http://www.creg.be/fr/evolprixg.html
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1. IDENTIFICATION OF MARKET -

DISRUPTING EFFECTS

25.  Within the context of the safety net mechanism, article 20bis, 87, of the electricity act
and article 15/10bis, 87 of the gas act assigned a particular monitoring task to the CREG.
This is a monitoring task which consists of matters such as identifying the risks of market-
disrupting effects within the scope of the safety net mechanism.

26. Below, the rather theoretical properties of market disruption will first be discussed,

after which a second part will test this theoretical context in practice.

1.1 Properties of market disruption

27. Although, with regard to the safety net mechanism, attention is afforded to possible
market-disrupting effects in both the electricity and gas acts, there is no unequivocal
definition for the term "market-disrupting effects". The term "market-disrupting effect" seems
to be an undefined term that is used sparingly in the current legislation. In such a case, when
assessing any market-disrupting effects, one can only fall back on the contemporary
meaning of the word, i.e. any normally functioning hindrance on the market, where it must be
assumed that the norm that the legislator had in mind, was the traditional model of a free,

competitive market.
28. The following are some of the properties that are allocated to the "free competitive
market":

- there are no entry/exit barriers;

- there are many consumers and suppliers;

- the market is transparent i all the information is available to everyone.
Each of these properties will be dealt with in further detail below.

29. The magnitude of possible entry/exit barriers is considered when assessing the

existence of entry/exit barriers . Questions relating specifically to the energy market that can

be posed are:
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- what investments are required?

- is there a possibility to differentiate products and what are the

distribution/communication channels?
- what is the effect of benefits of scale?
- what regulations (authority/regulator) must be met (licences, communication to

customers, customer protection, etc.)?

30. On the energy market, the number of suppliers is systematically much smaller than
the number of consumers. That is why special attention is paid to possible market domination
by and market concentration _ of the suppliers. Market concentration can be expressed in

terms of the Herfindahl-Hirschmanindex. This index reflects the extent of competition
between companies, and is again based on their market share. A market having a dominant
market player or players has a high Herfindahl-Hirschmanindex. The index can be calculated
by adding up the squared market shares of all the parties on the relevant market. Because of
this, the index can vary from O (for an indefinite number of companies) to 10,000 (for 1

company with 100% market share).

31. When analysing any market-disrupting effects the possibility of product

differentiation  and the offers made available by the market suppliers must also be

considered in addition to the market concentration.

1.2 Practical analysis

32. Taking into account the above theoretical summary, it is important within the scope of
the safety net mechanism that two situations be compared when assessing any market-
disrupting effects: the (actual) situation with the safety net and the (hypothetical) situation
without the safety net. In this comparison, the focus must be on the question whether or not

applying the safety net mechanism has a negative impact on market forces.

33. The safety net mechanism came into full force as from 1 January 2013 and suppliers
started indexing their variable contract types every quarter for the first time. This led to a
number of fundamental adjustments to the suppliers' pricing formulas. Depending on the
contract type, these adjustments signified both price reductions (up to -13% for electricity and
-22% for gas) and price rises (up to 13% for electricity and gas). For a detailed summary of
the price evolution between December 2012 and January 2013, please refer to the tables

listed in Annex 2.
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The graphs included in Annex 3 provide an overview of the most important evolutions of the
products offered by Electrabel Customer Solutions (ECS) and EDF Luminus. Based on these
graphs, it appears that when the safety net mechanism came into force i on 1 January 2013
T and, due to transition to market related indices, savings of 38.00 EUR (46.00 EUR,
including VAT) and 13.00 EUR (16.00 EUR, including VAT) per year for electricity and
187.00 EUR (226.00 EUR, including VAT) and 150.00 EUR (181.00 EUR, including VAT) per
year for gas were achieved for the products listed.

34. Continuing the more theoretical approach of identifying market-disrupting effects, an
analysis is made of a number of evolutions relating to: market shares, product supply,
available information and transparency on the market; which have taken place on the Belgian
energy market.

[11.2.1 Market concentration

35. There are different ways of recording market concentration. Firstly, a summary of the

market share evolution? of the various suppliers for household customers and SMEs is given
below.

Figure 8: Evolution of the suppliers' market shares (in the three regions) 2012 1 2013

Flanders: Evolution market shares electricity market Flanders: Evolution market shares gas market

2228%

%

0.00% 19.50% 90.00%
% 40.60%
%

17.93%

5000% 17.31%

@122 22013

uElectrabel Customer Solutions plc W EDF Luminus ple = Others = Electrabel Customer Solution:

* The figures represented relate to the averages per quarter (Q). In Figure 8, a comparison is made
between the first quarter of 2012 (Q1 2012) and the second quarter of 2013 (Q2 2013). The figures for
the second quarter of 2013 were available at the moment that the analyses were being finalised for
this report.
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Supplier Q12012 Q22013 Evolution Supplier Q12012 Q22013 Evolution
Electrabel Customer Solutions plc  59.51% 45.64% -13.87% Electrabel Customer Solutions plc ~ 59.80% 42.09% -17.71%
EDF Luminus plc 20.99% 20.39% -0.60% EDF Luminus plc 17.93% 17.31% -0.61%
Others 19.50% 33.97% 14.47% Others 22.28% 40.60% 18.32%
EllliGasi&Rowenpld 2006 10196% 92 ENI Gas & Power plc 8.87% 11.73% 2.86%
Essent Belgium plc 3.05% 7.81% 4.76%, N
- Essent Belgium plc 3.69% 9.67% 5.98%
Lampiis plc 245% 5.10% 267% Lampiris plc 4.82% 8.34% 352%
Eneco Belgié Itd 0.39% 4.26% 3.86% Eneco Belgié Id 077% iy 5070
DSOs 2.70% 2.61% -0.09% g -0370 -
Ecopower cc 1.00% 1.19% 0.19% DSOs 3.21% 3.11% -0.17%
Octa+ Energie plc 0.22% 0.91% 0.68%) Octa+ Energie plc 0.22% 1.05% 0.83%
Elegant Itd 0.01% 0.41% 0.41%, EBEM Itd 0.54% 0.52% -0.02%
EBEM Itd 0.33% 0.31% -0.02% Elegant Itd 0.00% 0.28% 0.28%)
Belpower International plc 0.27% 0.27% 0.00%) Dong Energy Sales Itd 0.05% 0.05% 0.00%
Wase Wind cc 0.03% 0.04% 0.01%, Elexys plc 0.00% 0.01% 0.01%
Remainder 0.00% 0.03% 0.03%) Remainder 0.03% 0.01% -0.03%
Elexys plc 0.01% 0.03% 0.02%) N . . .
£.ON Belgium plc 0.01% 0.02% 0.01% Antargaz Belgium plc 0.00:/n 0.00% 0.00%
Watz Itd 0.00% 0.01% 0.01% Watzlid 0003 0006 000
Total 100.00% 100.00% 0.00% Total 100.00% 100.00% 0.00%
Brussels: Evolution market shares electricity market Brussels: Evolution market shares gas market
100.00% F E— 100.00%
12.50% 13.48%
H0.00% 1867% S0.00% 20.35%
B0.00% B0.00%
T0.00% 70.00%
6000% 6000%
50.00% 50.00%
40.00% 40.00%
30.00% 30.00%
20.00% 20.00%
10.00% 10.00%
0.00% .00%
Qa120:2 Q22013 ’ Q12012 22m3
W Electrabel Customer Solutions plc ™ EDF Luminus ple Others = Electrabel Customer Solutions plc ™ EDF Luminus pic Others
Supplier _ Q12012 Q22013 Evolution Supplier Q12012 Q22013 Evolution
Electrabel Customer Solutions plc ~ 85.35% 77.01% -8.34% Electrabel Customer Solutions plc ~ 84.76% 75.43% -9.33%
EDF Luminus plc 2.16% 4.32% 2.16% h 9 ™
Others 12.50% 18.67% 6.18% EDF Luminus plc 1.76% 4.22‘;/0 2.460/6
Lampiris plc 8.93% 14.28% 53506 |Others 13.48% 20.35% 6.87%
ENI Gas & Power plc 2.16% 1.87% -0.30% Lampiris plc 9.80% 15.68% 5.88¢
Octa+ Energie plc 0.27% 1.45% 118 ENI Gas & Power plc 2.28% 1.98% -0.319
= F;er:nzfunderl g-g;x g-gzﬁ 'g-gg"/ Octa+ Energie plc 0.30% L77% 147
ssent Belgium plc . . . . 0 )
E.ON Belgium plc 0.01% 0.02% 0.019 Remff\lnder 0.95% 0.73% 0.209
Electrabel 0.01% 0.01% 0.00%] Essent Belgium plc 0.17% 0.20% 0.03

Wallonia: Evolution market shares electricity market Wallonia: Evolution market shares gas market
100.00% 100.00%
il 18.80%
00.00% oK 90.00% 21.56% S
B0.00% 80.00%
70.00% 70.00%
6000% 60.00%
50.00% 50.00%
40.00% + 40.00%
30.00% | 30.00%
20.00% 20.00%
10.00% + 10.00%
o0 oo
Q12012 Qz2013 aizmz2 Qz 2013
mElectrabel Customer Salutions pic @ EDF Luminus plc = Others = Eiectrabel Customer Solutions pic = EDF Luminus plc = Others
Supplier QL2012 Q22013 Evolution T Qs Evoluton
. ectrabel Customer Solutions plc . . -4.
Electrabell Customer Solutions plc ~ 55.00% 51.00% -4.00% EDF Luminus plc 28.64% 27.80% -0.84%
EDF Luminus plc 26.20% 25.30% -0.90% Others 21.56% 27.30% 5.74%
Others 18.80% 23.70% 4.90% Lampiris plc 9.69% 14.20% 4.51%)
Lampiris plc 7.00% 10.50% 3.50% ENI Gas & Power plc 4.27% 5.00% 0.73%
ENI Gas & Power plc 3.90% 5.00% 1.10% Essent Be'gi;g‘op'c g-?‘e‘x gﬁ gg‘é
. S . . RA
Essent Belgium plc 5'30:/“ L5050 '0'80:’{’ Eneco Belgié td 0.18% 0.90% 0.72%
Remainder 0.70% 2.00% 1.30% Octa+ Energie plc 0.18% 0.70% 0.52%
DSOs 1.90% 1.70% -0.20% Remainder 0.14% 0.00% -0.14

Source: CREG, based on the websites of the regional regulators (VREG, BRUGEL, CWaPE)

Regarding the evolution of the various suppliers' market shares, the above figures show the
same tendency for the three regions for the period from 1 January 2012 i a date on which
the safety net mechanism was not yet in force i to the end of June 2013. Over the
researched period of 18 months, the historically dominant player i i.e. Electrabel Customer
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Solutions (ECS) 1 lost a significant market share in the three regions (up to almost 18% in
Flanders, 9% in Wallonia and up to 5% in Brussels). Not only does this market share loss
hereby cause the market shares of other existing suppliers (such as Essent and Eni) to rise
but it also causes new players (Lampiris, Eneco, Octa+, etc.) to acquire a new market share.

36. Based on the figures above, a difference can actually be established in the number of
active suppliers in the regional energy markets and the evolution of their market shares.
However, these differences can be linked to a difference in the timing of liberalisation of the
energy market in the three Regions, and a difference in the public service obligations®* which
are imposed on suppliers by the regional regulations.

37. The second criterion relating to market concentration relates to the HHI-index*!. A
summary of the concentration index (HHI) evolution for the years 2011-2012-2013 is given in
Figure 9. Following the analysis of the market shares in the previous paragraph, we
determine a positive evolution of the concentration index in the three regions. A market is

regarded as competitive if the HHI is equal to or below 2,000.

®From discussions with the various suppliers and based on specific communication conducted by
suppliers in this regard, it appears that a number of suppliers is still rather reticent in offering their
products on the Brussels energy market, e.g., because more extensive public service obligations are
imposed on the suppliers.

1 HHI-index: Herfindahl-Hirschmanindex.

The Herfindahl-Hirschmanindex is the sum of the squares of all market shares. If My, M, ..., M, are
the relative market shares of all n suppliers in an industrial branch, then the index for that industrial
branch is

[=Y M
i=1

The maximum score is 1, which is achieved when there is only one provider who covers 100% of the
market. If a large number of suppliers has approximately equally market shares, this index
approximates 0. (In practice the result is sometimes multiplied by 10,000 but that depends on how it is
shown.)
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Figure 9: Evolution concentration index (HHI)

ELECTRICITY 2011 2012 2013

Brussels 7,477 6,605 6,122

Flanders 4,227 3,094 2,702

Wallonia 3,886 3,587 3,403

GAS 2011 2012 2013

Brussels 7,402 6,476 5,922

Flanders 4,157 2,815 2,387

Wallonia 3,501 3,261 3,038

Source:

2011-2012: Annual publication of the 4 energy regulators - Development of the electricity and natural gas markets in Belgium - Y
2013: CREG calculation based on provisional figures 2013

38. The shifts established in the market shares of various suppliers operating on the
Belgian energy market indicate that an increasing number of consumers i both household
consumers and SMEs T actively participate in the market, which has caused historically high
percentages of customers changing suppliers, both in 2012 and 2013, with figures exceeding

15% in Flanders and Wallonia.

Figure 10: Evolution brought about by customers changing suppliers

ELECTRICITY 2011 2012 2013

Brussels 4.10% 8.30% 5.409

Flanders 8.20% 16.50% 19.129

Wallonia 8.60% 11.60% 18.20%

GAS 2011 2012 2013

Brussels 4.70% 9.30% 11.209

Flanders 9.20% 18.90% 23.02¢9

Wallonia 11.00% 15.00% 21.80%

Source:

2011-2012: Annual publication of the 4 energy regulators - Development of the electricity and natural gas markets in Belgium - Year 201
2013: CREG calculation based on provisinal figures up to June 2013, extrapolated for a full year

Increased switch% in January 2013 due to the automatic switch form standard contracts to active contracts

The campaign "Gas | Electricity: Dare to Compare!", which was conducted in September
2012 and was initiated by the Minister of Economy and Consumer Affairs and the State
Secretary for Energy, deployed over 570 white-collar municipality workers and 446 civil
servants, which meant that approximately 72,000 civilians were able to participate in one of
the 1,000 price comparisons organised. This campaign was supported by the four energy
regulators. For example, in September 2012, the CREG had a radio advertisement
broadcast, in order to join in to encourage consumers to use the price comparisons. After
these campaigns, the four regulators found that there was a steep rise in the number of

visitors to their website.

39. The evolutions of the market shares and the concentration indices (HHI) jointly
constitute a strong indication that competition is becoming increasingly more the norm on the

Belgian energy markets. Based on the analysed figures, implementation of the safety net
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mechanism does not seem to hinder this competition. Specifically with regard to the market
concentration analysis, the CREG indicates that there are no market-disrupting effects for the

period analysed.

40. As is the case with the safety net mechanism, it has been established that the
dynamics of the Belgian energy market are a very recent phenomenon. Based on the
analysis performed, there seems to be a positive causal link between the two. That is why
the CREG is convinced that, in future, it is essential that these dynamics are further

monitored and stimulated.

l11.2.2  Entry/Exit barriers

41. The four energy regulators in Belgium have published their summaries containing
the® most important developments on the electricity and natural gas markets in Belgium
since the year 2004. The annual summary shows that*®* the number of providers on the
energy market has been increasing year after year since it was liberalised. Providers here
are understood to indicate both the number of suppliers having a supplier's licence® and the

number of active® suppliers on the market.
42. A time analysis relating specifically to the evolution of the number of active suppliers
on the Belgian energy market, whereby the following are distinguished, is made below:

- the period announcing the safety net mechanism (from 8 January 2012 to 31
March 2012, inclusive)

- the period of the price freeze (from 1 April 2012 to 31 December 2012, inclusive);

- the period of the actual safety net mechanism (as from 1 January 2013).

%2 To be consulted in Dutch at: http://www.creg.be/nl/monitoringel4.html and in French at:

http://www.creqg.be/fr/monitoringe14.html

* The energy market was liberalised over different periods in the three regions, especially for
household consumers and SMEs: full liberalisation in Flanders from 1 July 2003 and in Brussels and
Wallonia as from 1 January 2007.

3 Suppliers having a supplier's licence = suppliers meeting all the conditions to actively participate in
the energy market, who can therefore actively provide products.

% Active suppliers = suppliers actively offering products on the energy market.
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Figure 11: Indication of new suppliers in the safety net mechanism period

Flemish Region Walloon Region Region of the Capital of Brusseg
Date of first report in CREG databasgq Date of first report in CREG databasg Date of first report in CREG databasg
Electricity Gas Electricity Gas Electricity Gas
Electrabel Customer Solutions plc April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
EDF Luminus plc April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
ENI Gas & Power plc * April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
Essent Belgium plc April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
Lampiris plc April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
Eneco Belgié Itd April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
Octa+ Energie plc April 2012 April 2012 April 2012 April 2012 April 2012 April 2012
Elegant Itd _April 2012 Anril 2012 NA NA NA NA
EBEM Itd April 2012 April 2012 NA NA NA NA
Watz Itd <_Eeh 2013 NA NA NA NA
Elexys plc < July 2013> uly 2013> NA NA NA NA
Belpower International plc April 2012 April 2012 NA NA April 2012 April 2012
Antargaz Belgium plc NA NA _ <June 2013 NA NA

* Nuon Belgium and Distrigas merge to form ENI Gas & Power plc in November 2012

New report at the start of the price freeze
New report within the safety net mechanism

43. Figure 11 provides an overview of all the suppliers monitored by the CREG within the
safety net mechanism at the end of 2013. Whereas Electrabel Customer Solutions (ECS)
and EDF Luminus were already on the Belgian energy market before it was liberalised, Eni
(the former Nuon) and Essent became active quite soon after liberalisation®. Lampiris,
Eneco, Octa+, Ebem and Belpower also entered the market as active suppliers during the

past few years.

Specifically with regard to the period during which the safety net mechanism actually applied
T 1 April 2012 up to 31 December 2013 i and possibly had an influence on the market, four
suppliers once again assumed an active role on the Belgian energy market. No active

supplier whatsoever left the energy market during the same period.

44, Figures 12 and 13 provide a perspective of the actual effect of the price freeze on a
supplier's particular product. The products shown relate to ECS Energy+, on the one hand,*
which, at the end of 2012, was the product subscribed the most on the electricity and gas
retail market. On the other hand, the effect that the price freeze had on a product of a new

player, i.e. Elegant, is shown®,

% Within the context of the analysis made of the safety net mechanism, "energy market" is understood
here as the household and SME segments.

% ECS Energy+ is a product that was commercialised by Electrabel Customer Solutions (ECS) plc
until May 2013.

B As supplier, Elegant offers only one product on both the electricity and gas market.
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Figure 12: Effect of the price freeze on the energy component of electricity.

Price freeze

=== PRICE FREEZE b NO PRICE FREEZE &
savings

e CHEAPEST PRODUCT LEVEL OF FREEZE €52.00/year,
(12.4%)

== PRICE FREEZE J——i NO PRICE FREEZE
s CHEAPEST PRODUCT LEVEL OF FREEZE

The darkly coloured bars show the annual amounts that take the price freeze into account,
the lighter coloured bars show the annual amount of the energy component without the

freeze. The orange curve reflects the price of the cheapest product on the market per month.
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Figure 13: Effect of the price freeze on the gas energy component.

45, The price freeze period generated savings between 17.00 EUR (21.00 EUR including
VAT) and 52.00 EUR (63,00 EUR including VAT) T i.e. between 5% and 12% - per year for
electricity and between 39.00 EUR (47.00 EUR, including VAT) and 81.00 EUR (98.00 EUR

including VAT) i i.e. 4% to 7% - per year for gas on energy invoices.

46. The indication of the straight orange line in figures 12 and 13 is important. This line
always indicates the cheapest product on the market for the respective month. The position

of the orange line towards the price level of the products on display shows that still lower
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