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I. Introduction

The report is issued by the Champsaur Commission chaired by Paul Champsaur , comprised of 4 Members of Parliament( 2 from Majority, 2 from Opposition) and  experts, and driven by MEEDDAT.  

Champsaur Commission received its mandate end of 2008 from Ministry of Environment  and Energy (MEEDDAT) and Ministry of Economy. Main tasks were to make proposals to Government for a new electricity retail market design, with 30/06/10 as a crucial date( legal termination of TRTAM, legal closing of tariff benefit to new customers).Those proposals must aim at a compromise between very general support for tariffs in France(delivering to customers the low cost of largely amortized 63 000 MW nuclear plants) and pressure from EU Commission against the French tariff system (2 proceedings initiated, including state-aid inquiry for tariffs except domestic, recently extended to TRTAM ).

Champsaur Commission held hearings of several  electricity operators, customers, and stakeholders,  between November 2008 and March 2009  (Eon hearing took place on  November 26, 2009) and collected written contributions (Eon contributed March, 4, 2009).

The report is not clear and detailed on all aspects , it leaves aside many implementation issues and it’s important to underline that  its recommendations have no legal status. These are only proposals to the French Government, which has to decide what exactly he tables to Parliament to be passed into law (probably in autumn 2009). The Law would then be implemented through regulatory texts (end 2009 at the earliest). The texts will have to be accepted by European Commission. Even though French Government has certainly developed a dialogue with DG COMP and TREN, certain aspects could not get easy  agreement from Brussels (anything looking like a “destination clause”).
MEEDDAT launched a wide consultation on this report on internet. Deadline for sending positions is May 29, 2009.
II. Main  Principles

The report tries to reconcile four main goals :

·  Security of supply, with the need for investment in new generation capacities, which requires new operators/investors, 

·  Grenelle objectives :price signal of electricity should integrate CO2 cost and give incentives to reduce energy consumption (different treatment for baseload and peakload),
·  Keeping the advantage of competitive price of the fleet of nuclear power plants for French consumers,
· Acceptance by EC, for a new design sustainable at medium to long term (ten years at least is mentioned in report).
The report assesses the current market design:

·  The existence of several tariff systems is not optimal,
·  TRTAM is a very complex system which has frozen market shares of suppliers ,
·  Long term contracts cannot be extended as solution . They can  be appropriate for long term demand ,but with a risk of closing the market ,  

·  Lack of visibility of the market design in France “penalizes””  long term investment for suppliers and consumers,
·  This design gives poor incentive to suppliers’ innovation,
·  Important difference between peak load where competition exists, and baseload , especially nuclear, where there is no competition achievable at medium term (not before the renewal of the present fleet),
· Difference between industrial consumers well informed of their consumption and consequently able to take advantage of a competitive retail market, and small consumers (household and small enterprises )that have not the possibility to take advantage of competition. 

III. Description of the two solutions proposed
1. The redistributive system  

 (this solution will not be analyzed in detail because it has been  put aside by the final conclusions of Champsaur Commision, supposedly because of a lack of political support)

For household and small enterprises : regulated tariffs (blue and some of yellow) are  maintained. 

For other consumers: there is no tariff anymore and suppliers sell electricity at the market price. 

This would increase the benefits of EDF, submitted to an ad hoc tax based on baseload nuclear capacity (taking into account the unavailability ratio  of the nuclear plants). The tax rate would correspond to EDF margin in selling base load on the wholesale market.

The amount taxed from EDF  would be redistributed to the consumers through a discount on electricity bill (reduction of CSPE tax), or proportionally to their base load consumption . 

2. The regulated access to base load  solution recommended by Champsaur Commission

On generation side 

A. Regulated Access to Baseload 
What is it?

The Commission recommends giving every supplier of electricity to french consumers  the right to access baseload electricity from EDF at a regulated price reflecting economic conditions of the existing nuclear fleet. This price should take into account maintenance cost ,lifetime extension cost, decommissioning and waste treatment costs.
Which capacities would supply the base load? 

The base load concerned is defined as generated by power plants designed to operate more than 6000h/year (footnote 2). New nuclear investment is not concerned by access rights. Existing drawing rights  (ENEL, Poweo, Direct Energie auctioning) will not have to contribute to regulated access (footnote 47)
Duration of the measure? 

This regulated access will be open for a transitory period of time – about 10 years ,with a clause of “rendez vous” when can be assessed the impact of extended lifetime of nuclear plants (p18 )

How is regulated access  materialized? 

For each supplier on the retail market, a volume of base load is contractable periodically, at a fixed price, through a standardized agreement  , within a ceiling  which is the base load component of the supplier's forecast customers’  portfolio on the French territory at the end of the period.

Destination clause: Ex post adjustment (by complementary price or volume restitution) proportional to effective French customers portfolio.
There is also a global cap for the period, determined by the regulator, which is supposed to support, with the yearly fixed price, a dynamic steering of the progress of competition on the market. 

In parallel to the regulated access, and in order not to deter the development of investment from integrated operators, suppliers will also be able , within the limit of the set volumes , to negotiate bilaterally with EDF , contracts integrating at least partially industrial risk, of course at a discount to the regulated price. 
It seems that  capacity obtained by several operators  through existing  drawing rights (Electrabel,ENEL, Poweo, Direct energie auctionning ) might not be deducted  from their entitlement to regulated base load in the new market design (footnote 47).It seems more debatable as regards the run-of- river capacity owned by CNR. 

What is the frequency of access?

Progressive with development of competition in retail market: quarterly, then annually.
What is the duration of standardized access contract?
 It is a one year product with fixed price .Two contracts could be available: a pure base ribbon, and a contract replicating the seasonality of nuclear availability.
Who can benefit from it?

 Electricity suppliers for French retail consumers. Commission also recommends that grid operators could benefit for their grid losses from this regulated access. This appears to be strongly supported by MEEDDAT, so as to limit the effect on transmission and distribution tariffs (TURP).
How is the system  monitored?

Commission recommends a monitoring of this regulated access by a Regulatory Authority, which could be a new authority, or the existing CRE. There is clearly some food for debate in Parliament here( not altogether favourable to CRE).

The Regulator would monitor the development of competition, through the volume, conditions and price of the contracts for a definite period.
Remaining questions 
What will be the characteristics of the global ceiling ( such as 30% of the base load generation in 2015)?
 What will be the price of the product (which should be competitive also compared to “new” tariffs for domestic customers-see below?  
Are EDF’s run-of-river hydro concerned by regulated access? 
 What could be the impact on White deal ? here, first answer is not  optimistic (any new drawing rights capacity would be deducted  from the supplier’s ceiling for regulated access). This point will be discussed more in-depth elsewhere.
In order to define the volume accessible  to suppliers ,how  the part of baseload and peakload in client profile is determined? 
B. Peakload

Peakload access is not regulated: the suppliers compete on optimizing their regulated base load procurement and their peak load sourcing on the market.

Report incidentally adds that regulation should address lack of super peakload investment. 

On retail market  side 

The Champsaur Commission recommends that tariffs for small consumers (blue and part of yellow) should continue to exist but with modifications in the regulated tariff construction: for baseload part of the tariff=nuclear competitive price (historical),peakload part=market price ,+ transport price +marketing cost . The nuclear competitive price should rise at the rate of new nuclear plant development.  All suppliers should be able to supply electricity at regulated prices to these consumers.
Regulated tariff would be fixed by the regulation authority mentioned in the generation phase; it could be government or independent authority such as CRE (footnote30) 
TRTAM  and regulated tariff for industrial power clients would no longer be necessary because a combination of this upstream regulated access to base load and competition would give industrial consumers electricity at a price reflecting the competitiveness of the nuclear fleet.
TRTAM would probably disappear quicker than the green and yellow tariffs(politically, decision to close tariffs is not made)
Remaining questions: 
Deadline for regulated tariff evolution and disappearance of TaRTAM?
 Impact of this new market design on actual contracts? This is clearly a very important issue, with different maturity of contracts, different sourcing strategies, …: it could be as complex as the TRTAM implementation.
IV. Timeline
29/04: Preliminary and unformal contacts with MEEDDAT services

30/04: MEDEF debriefing meeting on the Champsaur Report within “Energy Group” (electricity suppliers and main industrial consumers ) 
30/04: UFE debriefing meeting within “Champsaur Working Group “ exchanging views and listing UFE actions.
May 2009: Contacts with MEEDDAT and Ministry of Economy to better explicit the issues 
29/05:  Deadline for sending contribution on MEEDDAT website
Autumn 2009 : report presented to the French Parliament 

End 2009 : regulatory implementation texts adopted (at best)
V. Actions
-To get more information on implementation of the transitory period perspective of the report
-To make clear the impact of these measures on the “white transaction”

-To analyze more in-depth impacts of these model on E ON France electricity sales activity
-To propose a clear position for E ON on these proposals to MEEDDAT
-To lobby on Government, Administration, Parliament, other stakeholders, in line with our analyses and position.
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