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Third Package Consultation Team
Department of Energy and Climate Change
Area AC

3 Whitehall Place

London

SW1A 2ZHD

19 October 2010
Consultation on the Implementation of the EU Third Internal Energy Package

EDF Energy welcomes the opportunity to respond to DECC’s consultation on the
Implementation of the European Union (EU) Third Internal Energy Package, which follows
the Call for Evidence issued in April 2010.

EDF Energy is one of the UK's largest energy companies with activities throughout the
energy chain. Our interests include nuclear, renewables, coal and gas-fired electricity
generation, combined heat and power and energy supply to end users. We have over five
million electricity and gas customer accounts in the UK, including both residential and
business users.

We have given careful consideration to the proposals contained in the consultation
document. This letter sets out our high level comments; answers to the specific
consultation questions are attached in the Corporate Response Form, provided by DECC.

As stated in our response to the Call for Evidence, we believe that the current GB
regulatory framework and market arrangements are already largely compliant with the
requirements set out in the Third Package. We note that this was also the Government'’s
initial view. We therefore believe that some proposals detailed in the consultation
document may go far beyond what should be strictly needed to achieve compliance. This
remark applies particularly to the role of the National Regulatory Authority (NRA) as
regards the implementation of binding decisions. Qur concern seems to have been largely
shared by other stakeholders and note that DECC has decided to launch a specific
consultation on that topic.

Consumer protection was an important measure of the Third Package and we fully
support this ofientation. However, we believe that practicalities have to be thoroughly
taken into consideration in the implementation process, to ensure that the consumer
protection provisions add value rather than add complexity to an already effective and
competitive market. The consequences of such additional complexity are likely to mean
that final consumers will be forced to bear greater costs.

We notice also that DECC has added a new chapter on cross-border cooperation to the
four chapters mentioned in the Call for Evidence. This was a point we highlighted in our
earlier response. We believe that, as far as the GB energy market is concerned, the
development of cross-border trade is one of the main objectives to be promoted in order
to enhance security of supply, market liquidity, and to mitigate the risks of renewable
generation intermittency.
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The key messages of our response are set out below:

&

Consumer protection: We do not yet know the full details behind the
announcement in the BIS press release 14 October 2010 concerning the reform of
consumer representation, but, provided consumer functions related to energy remain,
we believe that most of the consumer protection measures outlined in the Third
Package are already in place; no doubt further improvements will be possible
following the introduction of smart metering over the next few years.

Our main concern relates to DECC's approach to securing a three week switching
process. As outlined in the responses to the *Call for Evidence’ and in the recent
stakeholders’ meetings with DECC and Ofgem, the vast majority of customers already
switch within a three week period, and, where this is delayed, it is for objective
reasons relating to issues that need to be resolved before the switch can take place. In
that respect, appropriate amendments to the proposed licence condition are detailed
in the attached questionnaire.

We do not support a specific enforcement right by individual customers refated to the
three week switching period. We believe that the existing customer redress measures
available to energy consumers under the CEAR Act are more than sufficient as
recourse for customers when suppliers fail to meet their obligations. It would be out
of step with the rest of the energy market framework to isolate a particular consumer
right in this way.

Transmissions and distribution network: we support DECC's general approach
expressed in the consultation document.

As highlighted in our response to Ofgem’s consultation on the certifications process
for the Transmission System Operators, these latter have to demonstrate, and
guarantee, more effective independence than the mandated unbundling models if
derogations are considered as an appropriate way forward.

We ask also for clarity to aid our understanding of the practicalities on issues
surrounding interconnectors and their designation as a TSO.

Gas infrastructures: in order to facilitate investments, notably in storage facilities, we
believe it is important to limit any additional regulatory burden; in that respect, the
licence route seems to us the most appropriate choice.

We welcome DECC's confirmation that storage facilities with a minor facilities
exemption would not be required 1o comply with the Third Package requirements of
unbundiing.

Role of the National Regulatory Authority: our main concerns in that area relate
to the licence modification appeals: our view on that topic will be detailed in our
response to the DECC's specific consultation.

Cross border cooperation: we have no specific concerns with the regulatory aspects

related to this topic. However, we do expect a more proactive role for public bodies
and the TSOs, notably as regards the development of interconnections.
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Should you wish to discuss any of the issues raiged in our response or have any queries
please contact my colleague 2] For myself.

Yours sincerely,

ecelfueergy.om







