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The electricity market

Demand 

In 2006, the electrical energy demand, that is net consumption plus grid losses, amounted to 89.9 TWh. This represents an increase of 2.2% compared with the previous year. In sectorial terms, industry accounts for almost half of the total electricity consumption. Household consumption accounts for approximately one-third, while trade and public services together account for approximately 15% of total electricity consumption.

Production, Net imports and wholesale trade
The total capacity of electricity production installed in Belgium amounts to approximately 16.150
 MW for 2006. This represents an increase of 0.3% compared to 2005. 
Proportionally, the market shares of the electricity generators hardly altered in 2006. Electrabel and SPE remain the only players with a market share in excess of 5%, while the three largest generators have a market share of 95%. However, authorisations for the construction of power generation facilities have been introduced in 2006, with a view to  expand the generation park by 1.130MW, of wich an aggregated amount of 649 MW has been introduced by market players other than Electrabel and SPE.  

The net generation of electrical energy by electricity companies in the Belgian market amounted to 81.4 TWh in 2006. 

Net imports of electricity into Belgium stood at virtually 10 TWh in 2006, representing an increase of approximately 3.8 TWh compared with 2005.  This increase can be attributed primarily to a rise in imports from France, promoted by the strengthening of the interconnection between France and Belgium. 

In 2006, a Belgian power exchange has been organised by BELPEX S.A. The Belgian power exchange is connected via a market coupling mechanism to the Dutch (APX) and French (POWERNEXT) power exchanges. This mechanism is characterised by a joint management of the transactions on each of the three markets, taking into account the available capacity at the interconnections on the borders. 
Trading in electricity on the Belgian power exchange began on 21 November 2006.

After the first week’s coupling of the three power exchanges, during which a number of price peaks were observed in the Netherlands and Belgium, the prices on the power exchanges in the three countries converged. Generally speaking, prices were lower in France than they were in Belgium or the Netherlands. However, the last week of December 2006, during which French prices were slightly higher than prices in Belgium and the Netherlands, proved an exception.   
The weighted average exchange prices for the period from 22 November 2006 to 31 December 2006 amounted to € 45.8/MWh for Belgium. This means that Belgium holds the middle position between France (€ 42.5/MWh) and the Netherlands (€ 47.1/MWh). During this period BELPEX traded a total volume of 532.5GWh. 

In 54.8% of cases, the three markets were fully matched. In 26, 6% of cases, the Netherlands and Belgium were matched, while in 17.3% of cases, France and Belgium were matched. The markets were not matched in only 1.4% of cases.

Retail trade
No changes occurred in the liberalisation calendar in 2006. Supplies to end customer in the Flemish Region have been fully open to competition since July 2003. Since July 2004, virtually all professional gas consumers are eligible in the Brussels-Capital Region and the Walloon Region. The gas market in the latter two Regions has been fully opened to competition since 1 January 2007.
As regards market shares, three suppliers in the Flemish region have a share in excess of 5%. Together, they account for a market share of 87.68% of the suppliers’ market. In the Walloon Region, there are also three suppliers with a market share of over 5%, holding jointly a market share of almost 90,3% of the part of the suppliers' market that is open to competition in the Walloon Region. In the Brussels-Capital Region, only one supplier has market share superior to 5%. 
As regards the switching rate, 5.02% of end customers (on basis of volume) chose to sign a contract with another supplier in the Flemish Region. In the Walloon Region, the switching rate in the liberalised market amounted to 3%.

Transmission and distribution

The transmission and distribution network tariffs have to be approved annually by the CREG. Since 2003, the transmission and distribution network tariffs regulated in this way have fallen significantly. 
Transmission network tariffs for the supply of electricity to large-scale industrial customers have fallen by 5.7% to 11.5% between 2005 and 2006. Over the same period, distribution network tariffs for electricity have also fallen by an average of between 6% and 18%, depending on the customer’ profile.  

These favourable evolutions result from:

· the refusal by the CREG to accept unreasonable costs of network companies to be reflected in the network tariffs; 

· a better cost budgeting by network companies 

· a fall in the long term interest rates which form the basis of the calculation of the profit margin following the CAPM theory. 
The transmission and distribution network operators are legally separate from production, supply (to the customers concerned) and resale. There is no legal requirement for separation of ownership, but there are regional restrictions that apply to the ownership structure for the distribution network operators. 
The natural gas market

Importing and wholesale trade

The volume on the national natural gas market in 2006 amounted to 190,4 TWh or 
roughly 17,15 bcm. All this natural gas was imported. The main sources (in descending order) are the Netherlands, Norway and Algeria.

Sixty-nine per cent of supplies are provided under long-term contracts with a foreign producer. Short-term contracts with a foreign producer account for 14%. In 2004, low calorific value gas, which comes exclusively from the Netherlands, accounted for 26.4% of the number of GWh of natural gas used in Belgium. The segmentation of the Belgian natural gas market into two separate markets that are difficult to bring together has a disruptive effect on competition. 

The wholesale market in Belgium operates mainly via the Zeebrugge hub. During the course of 2006, an average of approximately 1,371 GWh (118 million m³) per day was traded here. In fall 2006, Fluxys NV launched the Zee Platform Service. It is a new service allowing grid users to freely exchange their natural gas between the various entry points on the Zeebrugge site via a single contract and at an advantageous tariff.
Retail trade

No changes occurred in the liberalisation calendar in 2006. Supplies to end customer in the Flemish Region have been fully open to competition since July 2003. Since July 2004, virtually all professional gas consumers are eligible in the Brussels-Capital Region and the Walloon Region. The gas market in the latter two Regions has been fully opened to competition since 1 January 2007.
As regards market shares, three suppliers have a share in the Flemish Region in excess of 5%. Together, they account for a market share of 95.93% of the suppliers’ market. In the Walloon Region, there are three suppliers with a market share of over 5%, holding jointly a share of 70% of the part of the suppliers' market.. 

As regards the switching rate, 5.44% of end customers (on basis of volume) chose to sign a contract with another supplier in the Flemish Region. In the Walloon Region, the switching rate in the liberalised market amounted to 2.3%.

Transport, distribution and storage

The transport and distribution network tariffs have to be approved annually by the CREG. The tariffs for the user of the transport network continued to fall gradually in 2006. Compared to the base year 2002, a decrease of approximately 10% could be noted. However, the decreasing trend slowed down in the 2006 tariffs and is even reverted in 2007 (before inflation) due to an increase in the cost base of the TSO Fluxys.
As regards storage, the tariffs for the Loenhout storage site (subterranean acquifer storage site) followed the same patterns as the transport tariffs, fluctuating around 110 euro per Standard Bundled Unit (SBU). The increase between 2006 and 2007 corresponds to the works to increase the storage capacity. The tariffs for the peak shaving facility in Dudzele follow a decreasing trend and amount to 24.1 euro per SBU in 2007.
The transport companies and distribution network operators are legally separate from production, supply (to the customers concerned) and resale. There is no legal requirement for separation of ownership, but there are regional restrictions that apply to the ownership structure for the distribution network operators. 
In March 2006, Fluxys NV was appointed by law as sole operator of the transport grid and the storage facilities for natural gas, whereas Fluxys LNG NV was appointed operator of the LNG installation. The definitive appointment procedure of these operators was not yet initiated in 2006. Meanwhile, Fluxys took several measures as to gradually meet the criteria laid down in the Gas Act.
On the regional level, the distribution network operators founded in 2006 Eandis Creation (founded by the mixed intercommunales) and Infrax (founded by a certain number of pure intercommunales). The two newly created companies carry out the tasks of the above-mentioned DSOs.
The transit contracts which Distrigas NV (current Fluxys NV) and Distrigas & C° CVA concluded in 1998 and 2000 form the basis of the functioning of the transit market on the pipelines vTn and Troll in Belgium. After an analysis of these contracts, the CREG decided to summon Fluxys NV and Distrigas & C° CVA to terminate these contracts at the latest by 31 December 2006. At the same date, all transit contracts in which Distrigas & C° CVA was a party had to be transferred to Fluxys NV.
Security of supply 

Electricity

The highest demand for electricity amounted to 13.848 MW in 2006 whereas the available capacity reached 16.150 MW. 

In 2006, three authorisations for the construction of power facilities have been delivered. This represents 730 MW of additional generation capacity. A domain concession for the establishment of a wind farm with a capacity varying from 216 MW to 252 MW has also been granted in 2006. 

At the end of 2006, several applications for the granting of an individual generation authorisation have been introduced by various companies. In total, these applications amount to approximately 1.130 MW in additional generation capacity. On 31 December 2006, these applications were still being processed.  

The investments in generation capacity required in the long run have been examined by the CREG in its proposal of indicative programme for power generation for the period 2005-2014
.  
Natural gas

In 2006 no imbalances occured on Fluxys’ transport grid that endangered the system integrity and hence the supply of natural gas.

The consumption of gas amounted to 190.4 TWh in 2006. One can reasonably assume that the demand for natural gas will in the future yearly increase with 2.92%.

The projects realised in 2006 are as follows:
· construction of the pipeline Zandhoven-Herentals: reinforcement of the capacity to supply the Antwerp region;
· capacity expansion of the Zeebrugge LNG terminal: works to double the capacity in 2007 to an amount of 9 bcm/year.

Public service obligation
Early in 2006, the suppliers of electricity and natural gas concluded a new agreement concerning the consumer rights in the energy market and a behavioural code concerning the telephone and door-to-door sales of supply contracts.  The new contract and the behavioural code, the conclusion of which was encouraged by the Belgian minister of consumer affairs, replace the existing texts of 16 September 2004 and entered into force on 1 July 2006.
Further, in agreement with the Flemish distribution network operators and the VREG, an arrangement was made with respect to the liability for damages that are the result of an energy breakdown. This arrangement will be assessed in the course of 2007.
The Decrees of the Walloon Government of 10 April 2003 and 4 December 2003 with respect to the public service obligations in the electricity market and the gas market have been revoked by two Decrees of the Walloon Government of 30 March 2006 with the same subject matter. The Decrees of 30 March 2006 were thereafter modified by the Decree of the Walloon Government of 6 December 2006. The latter aimed in particular to counter the difficulties in the application of certain provisions of the said Directives, and to avoid inopportune consequences of their application on 1 January 2007 (in particular a significant increase in the number of gas supply interruptions of residential customers).
As regards the protection of vulnerable customers, no legislative initiatives took place that entered into force in the year 2006.




� Proposal (C)  050120-CREG-388, available on � HYPERLINK "http://www.creg.be" ��http://www.creg.be� 
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