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EXECUTIVE SUMMARY
This study analyses electricity and natural gas price trends on the wholesale markets up to September
2021. The study shows that prices are at historically high levels on all wholesale markets (futures and
spot, gas and electricity). On the spot market for natural gas, the level is even well above the highest
historical level that was reached in 2007-2008 before the financial crisis.
There are multiple causes for the current rise in electricity and natural gas prices.
On the natural gas market, the main factors behind the price increases are the growth in economic
activity in China, the rise in the price of CO2 which increases the demand for gas for electricity
production, storage levels below seasonal norms and a reduction in pipeline gas supplies (mainly from
Russia, but also to a lesser extent from Norway). Over the medium term, certain structural factors
could also continue to influence gas prices. Thus, the demand for natural gas may not diminish, and
may even increase, in a context where European reserves are decreasing, making Europe more
dependent on Russian natural gas exports and on LNG supplies.
On the electricity market, it is mainly the increases in the price of natural gas and coal that explain the
current rise in prices and, to a lesser extent, the increase in the price of a tonne of CO2. However, the
price of CO2 is still on an upward trend and will continue to be a structural factor in the rise of electricity
prices over the medium term.
These price increases on the wholesale markets are not specific to Belgium; on the contrary, our
European neighbours are also affected. However, they have different repercussions on the bills of final
consumers from one country to another.
In Belgium, on the residential market, the impact is different depending on the contract that
households have with their supplier. 68% of Belgian households have a fixed price contract for
electricity and 64% for natural gas. The figures are of the same order of magnitude for business
customers. Those who entered into a long-term fixed price contract before the second quarter of 2021
will not be impacted until their contract expires. For others, the increase is substantial. Based on the
average prices in September 2021, and assuming that these remain unchanged in the fourth quarter
of 2021 and the first quarter of 2022, the CREG has estimated that the impact would amount to €116
on the annual electricity bill (3,500 kWh/year) and €598 on the annual natural gas bill (for a
consumption of 23,260 kWh/year). Based on futures prices for the fourth quarter of 2021 and the first
quarter of 2022, these amounts could be even higher.
With an average all-in price of €1,739 in September 2021, the average price of natural gas for
households has now exceeded its highest level since May 2012 by 2% in nominal terms.1 Taking
inflation into account, the average all-in price in September 2021 was still 11% lower than the all-in
price in May 2012. When compared to the lowest price in 2020 (which was reached in September), the
increase amounts to 111% in nominal terms.
With an average all-in price of €1,017 in September 2021, the average household electricity price has
almost reached, in nominal terms, the highest average all-in price of the period under review, which
was at €1,055 in March 2019 (unavailability of nuclear reactors). Compared to the May 2012 all-in
price, the average household price has increased by 34% in nominal terms. Taking inflation into
account, the average all-in price in September 2021 rose by 17% compared with the all-in price in May
2012.

1

The oldest historical data available to the CREG from its database on the international comparison of electricity and natural
gas prices
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Due to the capping system, the beneficiaries of the social tariff are less affected by price increases. In
September 2021, the social tariff allowed beneficiaries to pay 67% less for their natural gas than the
average price offered to unprotected consumers, and remains below its pre-COVID-19 level. Similarly,
in September 2021, the social tariff allowed beneficiaries to pay 29% less for their electricity than the
average price offered to non-beneficiary consumers, but it has exceeded its pre-crisis level since the
first quarter of 2021.
The study also examines the problems that suppliers are likely to face in the current context of rising
prices on the energy markets. It also sets out a number of ways to improve competition between
suppliers for the benefit of consumers.
Lastly, the study reviews the main measures implemented in European countries to deal with soaring
prices. On this basis, but also on the basis of the main measures mentioned in Belgium, the study
analyses various ways of protecting consumers, particularly the most vulnerable. It examines the main
advantages and disadvantages of each one. The CREG also notes that some measures are more
appropriate than others in responding to the problems faced by consumers. The CREG refers the
reader to chapter 5 of the study for more information on this subject.
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INTRODUCTION
In recent months, prices have increased significantly on the wholesale electricity and natural gas
markets. These increases have started to affect the prices paid by consumers, often very significantly.
On 9 September 2021, the CREG received a request from the Minister for Energy to analyse a number
of elements related to these price increases. This study is a follow-up to this.
The first chapter analyses natural gas and electricity price trends on the wholesale markets. Since these
trends primarily originate in an international context, this study pays particular attention to the
analysis of international developments in recent months.
The second chapter then examines to what extent this increase in prices on the wholesale markets has
repercussions on consumer bills: households, including social tariff beneficiaries, (small) businesses
and industries.
The third chapter looks more specifically at supply. After a quick review of the state of competition in
the supply of electricity and natural gas in Belgium, the risks incurred by suppliers in a context of rising
energy prices are highlighted. Proposals to increase competition in the market are also included.
The fourth chapter examines whether certain market participants are enjoying "exceptional" margins
during the current period of particularly high prices on the wholesale markets.
Finally, the fifth chapter deals with the various measures that could be proposed in the current context
of rising prices. It provides a brief summary of the measures taken or planned in other EU countries of
which the CREG is aware. Then, based on the measures planned in European countries, it investigates
the avenues that could be considered in Belgium.
The CREG highlights the fact that this study was carried out within a very short timeframe.
Consequently, some issues may still be subject to further analysis in the coming weeks. The CREG has
always followed price trends very closely, but even more so in the current context, and will continue
to do so over the coming weeks and months.
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1.

GAS AND ELECTRICITY PRICE TRENDS ON THE
INTERNATIONAL WHOLESALE MARKETS

1.1.

GAS PRICE TRENDS ON THE WHOLESALE MARKETS

1.1.1.

Natural gas futures markets

Futures markets are contracts to sell/purchase gas for supply in the coming days, weeks, months,
quarters or years, at a price negotiated at the time the contract is concluded. With a longer-term
horizon, and in theory, corresponding to the average of expected spot prices for a given period, the
prices of futures products are less volatile than spot prices. In particular, they allow suppliers to hedge
their risks and are generally used as a reference for constructing fixed price offers to final customers:
when a supplier signs a fixed price contract with a customer, it generally hedges most of the deliveries
it will have to make by purchasing the necessary futures products.
After hitting a particularly low level in May 2020 with the COVID-19 crisis, prices on the gas futures
markets started to recover slightly from June 2020. The price increase accelerated from January 2021
with a return to price levels equivalent to those observed before the COVID-19 crisis in February 2021.
However, from February 2021 onwards, the increase in gas prices accelerated sharply, mainly for 2021,
2022 and 2023 deliveries. The price increase for the 2024 delivery has remained more limited, but has
still taken the 2024 futures contract above the pre-COVID-19 gas price levels. The market therefore
seems to think that the current rise in gas prices is temporary. The market expects gas prices to start
falling from the summer of 2022 onwards (Figure 2) and to return to levels close to what was seen just
before the COVID-19 crisis around 2024 (Figure 1).
Figure 1: Gas price trend on TTF per delivery year (monthly average)

Source: CREG analysis
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Figure 2: Gas price trend on TTF per delivery quarter (monthly average)

Source: CREG analysis

Below we develop the main elements that explain the price increases on the futures markets, as well
as the medium- and long-term prospects.
1.1.1.1.

LNG demand in Asia

A major cause of the increase in gas prices on the European markets is related to the post-COVID-19
economic recovery in Asia.2 Indeed, this economic recovery is resulting in a high demand for gas in
Asia and means a rise in gas prices on the Asian markets. Figure 3 illustrates the high level of natural
gas consumption observed in China in 2021 compared to the consumption levels observed in 2019 and
2020. Rising prices on the Asian markets are attracting a significant share of liquefied natural gas (LNG)
deliveries to Asia. In fact, the LNG market is characterised by great flexibility in terms of destination.
LNG cargo ships head for the market with the highest prices. As a result of Asia attracting these LNG
deliveries, the LNG supply in Europe is decreasing, pushing up gas prices on the European markets.

2

Gas demand in China has been growing for several years now, and the post-COVID-19 recovery has reinforced this growth.
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Figure 3: Development of natural gas consumption in China

Source: I.C.I.S. based on data from the National Development and Reform Commission (NDRC)

1.1.1.2.

The filling rate of storage facilities

The current rise in gas prices on the European futures markets is also influenced by local cyclical
causes.
First of all, as shown in Figure 4, the filling rate for storage facilities in Europe is 74% (85% for
Loenhout3) as of September 2021,4 which is its lowest level for six years for this time of year. These
storage levels in Europe, below the usual levels, support gas prices on the European markets. The
demand for gas to fill storage facilities tended to keep pressure on gas prices in summer 2021.
Furthermore, the market seems to believe that the low level of gas in storage may be a risk for the
winter of 2021-2022: the current level of European storage may not be able to compensate for high
gas demand in the event of a cold winter. The market therefore passes on this risk through the high
prices observed for delivery in the winter of 2021-2022.

3

Loenhout is an aquifer storage facility for high-calorific gas with a capacity of 770 million m3 of gas based in Belgium.
Loenhout was 81% full on 19 September 2021.
4
Filling rate as of 27 September 2021
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Figure 4: Development in the storage filling rate in Europe

Source: CREG analysis based on EIG data

Figure 5 also shows that the filling rate observed differs greatly from one European storage facility to
another. There are several possible explanations for this, including different filling requirements from
one country to another.
Figure 5: Development in the storage filling rate in Europe where Gazprom operates 5

Source: CREG analysis based on EIG data

5

Bergermeer, Rehden, Haidach, Katharina, Jemgum
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In addition to high market prices for natural gas, there are two other reasons for the current gas
storage levels. The first of these causes is related to a recovery in gas consumption in Europe. EU gas
consumption6 in the first quarter of 2021 increased by 7.6% (10 bcm) year-on-year, after a nearstagnation in the third quarter of 2020 and a slight increase (2.4%) in the fourth quarter of 2020. The
trend in gas consumption in Europe can be explained in particular by the following reasons:
-

In terms of electricity production, the rise in the price of CO2 in Europe has tended to
increase the demand for natural gas (to the detriment of coal, which has become less
competitive). In Europe, gas demand for electricity production increased by 3.4% year-onyear.

-

Weather conditions in Europe were generally warmer than usual in the first quarter of
2021, but occasional cold snaps in January and February also had an impact on residential
heating needs.

As shown in Figure 6 below, in the first quarter of 2021, gas consumption in the EU was higher than
over the same months in 2020. In addition, European gas consumption in March 2021 was closer to
the upper range for the last five years.
Figure 6: Gas consumption in Europe

Market Observatory for Energy - DG Energy: Quarterly Report Energy on European Gas Markets based on Eurostat

In the second quarter, the recovery in EU gas consumption was supported by a long cold spring.
The second cause relates to a reduction in pipeline gas supplies.
Norwegian flows were reduced by a combination of planned and unplanned maintenance operations.
However, Norwegian exports have returned to high levels since July 2021 and Norway has allowed the
state-owned Equinor Group and its partners to increase gas exports from two offshore fields for the
2022 gas year (October 2021 - October 2022).
Russian gas flows are below their maximum capacity with Russian exports to continental Europe 20%
lower in 2021 compared to pre-pandemic levels as shown in Figure 7. However, the trend is different
from one route to another. Flows through Ukraine remained almost stable, Yamal flows through
Poland dropped significantly (around 40%) while Nord Stream 1 flows increased significantly (around
50%). Russian gas exports were also disrupted after a fire at a processing plant near the Western

6

Market Observatory for Energy - DG Energy: Quarterly Report Energy on European Gas Markets
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Siberian town of Novy Urengoy. On 21 September 2021, the International Energy Agency (IEA) also
called on Russia to supply more natural gas to Europe.
Figure 7: Development of Russian gas exports to Europe

Source: ENTSOG, Eustream, Gascade

1.1.1.3.

The price of CO2 in Europe

The soaring price of CO2 in Europe to over €60 per tonne also contributed to the rise in gas prices on
the futures markets in the first half of 2021. Indeed, the surge in the price of CO2 has tended to increase
the demand for natural gas on the futures markets (to the detriment of coal, which has become less
competitive) for electricity production. Figure 8 shows that the Clean Spark Spread7 was higher than
the Clean Dark Spread8 on one-year futures until the end of the second quarter of 2021. This means
that for a 2022 annual futures contract, it was more attractive to generate electricity from natural gas
than from coal. With the continued increase in gas futures prices, this trend reversed in the third
quarter of 2021, with coal again becoming more competitive than natural gas for electricity production
on the futures markets for delivery over the third quarter of 2021, the winter of 2021-2022, and for a
2022 annual futures contract. However, gas will become more competitive than coal for electricity
production from the summer of 2022.

7

The Clean Spark Spread, expressed in €/MWh, is the difference between the sales price of electricity and its production cost
including the purchase of the fuel (gas), and the purchase of the corresponding CO2 emissions permits. Other costs (operation
and maintenance, capital and other financial costs) are excluded from the calculation.
8
The Clean Dark Spread, expressed in €/MWh, is the difference between the sales price of electricity and its production cost
including the purchase of the fuel (coal), and the purchase of the corresponding CO 2 emissions permits. Other costs (operation
and maintenance, capital and other financial costs) are excluded from the calculation.
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Figure 8: Development of the clean spark spread (50% GCV efficiency) and the clean dark spread (42% efficiency) for one year
futures contracts (Cal +1)

Source: CREG analysis

1.1.1.4.

The use of gas export capacities to Europe

Finally, uncertainty about the use of gas export capacities to Europe from October 2021 has added to
concerns about the low level of gas storage in Europe to explain the increase in gas prices observed on
the futures markets, particularly for delivery in the fourth quarter of 2021 and the first quarter of 2022.
In fact, only 90% of the capacity available for gas transit through Ukraine has been booked for the
fourth quarter 2021, and only 10%9 of the capacity available on Yamal has been booked for the fourth
quarter of 2021. New short-term capacity bookings could ease gas prices for the winter of 2021-2022.
One way to curb the price surge on the gas markets would be to have new gas supplies to Europe. As
mentioned, Norway has already indicated that it will increase its gas exports. In addition, the Nord
Stream 2 pipeline, with a capacity of 55 billion cubic metres per year, could provide a new gas supply
route for Europe. However, while Russia's Gazprom declared in August 2021 that it could deliver 5.6
billion cubic meters of gas via Nord Stream 2 in 2021, the actual use of the new pipeline is not yet
possible. Although construction work on Nord Stream 2 was completed on 10 September 2021, its
operator still needs to be certified as a network operator by the German regulator, the
Bundesnetzagentur, and the pipeline also needs to be technically certified as complete and insured
before commercial flows can begin. The Bundesnetzagentur has four months from 8 September 2021
to produce a draft decision and forward it to the European Commission. When the Commission
receives the draft decision, it will have two months to communicate its opinion to the
Bundesnetzagentur, which could be extended by a further two months under certain conditions. Then
the German regulator can make a final decision. This means that if the procedures are successful this

9

35% of the available capacity on Yamal has been booked for October 2021 (source: Interfax News Agency)
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new pipeline could only be used from the summer of 2022. This situation can be considered as an
important factor in the current gas price formation in Europe.
1.1.1.5.

Schematic view

Figure 9 aims to represent these different elements in schematic form.
Figure 9: Main elements explaining the price increases on the European natural gas futures markets (January to September
2021)

1.1.1.6.

Medium- and long-term prospects

In addition to the cyclical factors that have been set out to explain the current price increase which
the market expects to normalise from the summer of 2022, it is important to highlight some structural
factors that could continue to influence the gas price over the coming years. In fact, over the coming
years, the demand for gas for electricity production in Europe may increase as countries make
decisions about their energy production. Gas is in fact a substitute for several fuels in electricity
production, whether coal or nuclear, and several European countries are replacing (or will replace)
their nuclear or coal electricity production with gas-fired plants. While awaiting an energy transition,
gas can also be a substitute for oil in many applications: heating, mobility, etc., which could increase
the demand for gas.
In the medium term, although there are significant natural gas reserves, European reserves are
decreasing, making Europe more dependent on Russian natural gas exports and LNG supplies. Europe
will only be able to count on LNG supplies if demand in Asia allows it. LNG prices will be strongly linked
to the level of growth observed in China. As for Russian exports, the current situation shows us that
the supply of gas from Russia still depends on decisions that are not taken at European level. Russian
exports can be reduced, pushing up gas prices on European markets to the level seen for LNG in Asia.
Over the longer term, we can expect a surplus of natural gas rather than a shortage as demand is
discouraged. Indeed, we can expect the European Union to continue its energy transition policy to
make renewable energies profitable. The current carbon price of €60 per tonne will therefore not
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decrease, but rather tend to increase and gradually eliminate the demand for fossil natural gas in
favour of renewable energy.
With the energy transition policy in place, natural gas consumption will fall. The European energy mix
should become 100% renewable. In this sense, Russian and Norwegian natural gas exports will become
less important for European supplies. There is a risk that renewable energy will itself be imported, but
Europe's dependency on third countries will be reduced.
In addition, at the European level, financial support measures for natural gas projects have been
discontinued and the reuse of natural gas infrastructure for renewable gases is currently under
consideration. In view of European commitments, the time will come, within the next 30 years, when
no European customer is fuelled by fossil natural gas, which is a relatively short timeframe in the
capital-intensive energy sector.
1.1.2.

Natural gas spot markets

Spot markets correspond to gas sale/purchase contracts for next-day (day ahead) or same-day
(intraday) supply. Day-ahead spot prices are generally used as a reference for the indexation of
variable price offers to final customers.
As shown in Figure 10, after reaching a particularly low level in June 2020 with the COVID-19 crisis,
prices on the gas spot markets started to recover slightly from July 2020 to reach price levels in
September 2020 equivalent to those observed before the COVID-19 crisis. The price increase
accelerated from December 2020 with a return to price levels equivalent to those observed during the
2015-2019 period in January 2021. After a further price drop in February 2021, the rise in gas spot
prices accelerated sharply from March 2021 to reach a peak in mid-September 2021. As shown in
Appendix 1, the level is (well) above the historical high reached in 2007-2008, when oil peaked, with
Brent crude averaging $122.80 per barrel in May 2008.
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Figure 10: Gas price trends on TTF: comparison of DAM spot prices and futures prices for delivery in 2022 (monthly average
prices)

Source: CREG analysis

As for futures prices, the rise in spot gas prices can be explained by several factors. Firstly, the postCOVID-19 economic recovery in Asia. Indeed, this economic recovery is resulting in a high demand for
gas in Asia and means increased gas prices on the Asian markets. Rising prices on the Asian markets
are attracting a significant share of the liquefied natural gas (LNG) deliveries to Asia, pushing prices up
on the European markets.
In addition, in the first quarter of 2021, higher spot market prices increased the competitiveness of gas
consumption from storage, which was injected at lower cost earlier in 2020. Gas storage levels in the
EU fell to 30% at the end of March 2021, 24% lower than at the end of March 2020, involving greater
filling requirements in the following two quarters, with this additional demand having an upward
impact on wholesale gas prices in the spring months of 2021.
Secondly, the recovery in gas consumption in Europe also put pressure on prices, with a long cold
spring and unfavourable weather conditions for renewable production (solar and wind), which led to
increased gas consumption for heating and electricity production. As on the futures market, the
soaring price of CO2 in Europe contributed to the rise in gas prices on the spot markets in the first half
of 2021. Indeed, the surge in the price of CO2 has tended to increase the demand for natural gas on
the spot markets (to the detriment of coal, which has become less competitive) for electricity
production. With the continued increase in gas futures prices, this trend reversed in the third quarter
of 2021, with coal again becoming more competitive than natural gas for electricity production on the
spot markets.
Finally, the reduction in pipeline gas supplies, as described in the chapter on the futures markets, also
played a (very) important role in the rise in spot prices.
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Figure 11 aims to represent these different elements in schematic form.
Figure 11: Main elements explaining the price increases on the European natural gas spot markets (January to September
2021)

1.2.

ELECTRICITY PRICE TRENDS ON THE WHOLESALE MARKETS

1.2.1.

Electricity futures markets

Futures markets are contracts to sell/purchase electricity for supply in the coming days, weeks,
months, quarters or years, at a price negotiated at the time the contract is concluded. With a longerterm horizon, and in theory, corresponding to the average of expected spot prices for a given period,
the prices of futures products are less volatile than spot prices. In particular, they allow suppliers and
producers to hedge their risks and are generally used as a reference for constructing fixed price offers
to final customers: when a supplier signs a contract with a fixed price customer, it generally hedges
most of the deliveries it will have to make by taking into account its productive assets and purchasing
the necessary futures products.
After hitting a particularly low level in March 2020 with the COVID-19 crisis, prices on the electricity
futures markets started to recover slightly from April 2020.
Although the increase in electricity prices can be explained by the economic recovery combined with
a recovery in electricity demand, the high prices recorded on the electricity markets in Europe are
mainly due to the price formation mechanism on the wholesale markets. The price of electricity on
European markets is determined using a marginal cost pricing system which corresponds to the
production cost of the last kWh produced. In the current context, where the level of demand for
electricity has almost returned to pre-COVID-19 levels, most of the time in Europe, the production cost
of the last kWh produced corresponds to gas or coal-fired power plants. The costs of producing
electricity in a gas or coal-fired power plant include both the cost of its fuel (gas or coal) and the costs
of the CO2 emissions, for which emissions rights must be purchased. So the higher the price of the gas
or coal and the price of CO2, the higher the costs of these plants and therefore the higher the prices
on the wholesale electricity market.
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Initially, the rise in electricity prices was mainly due to the increase in the price of CO2, the trend of
which is shown in Figure 12. From the end of 2020 onwards, the continued increases in prices to date
were due mainly to the rise in futures prices on the fossil fuel market (natural gas and coal) (Figure
12). With a resumption of the upward trend in the price of CO2, and especially the strong increase
observed in the gas and coal markets (Figure 12), electricity futures prices returned to pre-crisis levels
in January 2021 (Figure 12) and continued to increase sharply thereafter.
Figure 12: The electricity futures price trend for delivery in 2022 in Belgium in comparison with the trend in CO 2 emissions
prices, the TTF gas price and the coal price

Source: CREG analysis

As described in section 1.1.1, during the first quarter of 2021, it was more attractive to generate
electricity from a natural gas plant than from a coal-fired power plant for a 2022 annual futures
contract given the soaring price of CO2 in Europe. With the continued increase in gas futures prices,
this trend reversed in the third quarter of 2021, with coal again becoming more competitive than
natural gas for electricity production on the futures markets for delivery over the third quarter of 2021,
the winter of 2021-2022, and for a 2022 annual futures contract. However, gas will become more
competitive than coal for electricity production from the summer of 2022.
Like gas, coal has a historically high price (Figure 13). This high coal price is influenced by several
parameters:
-

strong demand in Asia and Germany;

-

lower production in China and problems in the coal supply chain in Indonesia;

-

stocks at low levels in Asia, the USA and Europe;

-

a trade war between China and Australia. China is refusing to buy Australian coal and is
seeking to replace it with coal from other sources.
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Figure 13: Coal price trends: month ahead and year ahead futures

Source: CREG analysis

Figure 14 illustrates the correlations observed between the trends in gas, CO2 and coal prices and
electricity futures prices for delivery in 2022.
Figure 14: Correlations between the trends in gas, CO2 and coal prices and electricity futures prices for delivery in 2022.

Source: CREG analysis
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The increase in electricity prices is mainly observed in 2021 and 2022 futures contracts and to a lesser
extent in 2023 and 2024 (Figure 15). As already observed on the natural gas futures markets, the price
increase for delivery in 2024 has remained more limited but still took the 2024 futures contract above
the pre-COVID-19 electricity price levels. This increase in 2024 futures contracts, while partly related
to the increase in prices on the natural gas futures markets, is mainly due to the increase in the price
of CO2.
In view of the correlation with natural gas prices, the market expects electricity prices to start falling
from the summer of 2022 (Figure 16). However, electricity prices will continue to be impacted by the
rising price of CO2. The price of CO2 is currently in a bullish tunnel.
Figure 15: Trend in the electricity price for each annual delivery period in Belgium (monthly average)

Source: CREG analysis
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Figure 16: Trend in the electricity price for each quarterly delivery period in Belgium (monthly average)

Source: CREG analysis

Until 2018, the European CO2 market was drowning in too many allowances after the 2008 crisis. The
price of a tonne of CO2 was less than €10 between 2012 and 2018, which is far too low to encourage
electricity producers to upgrade their generating fleet. In 2018-2019, the European Union corrected
this situation by providing its carbon market with a "stability reserve". In practical terms, allowances
unallocated after the auction are set aside and can be cancelled after a certain period of time. This
mechanism has led to an upward revaluation of the tonne of CO2 to €25-30 in 2019-2020.
At this price level, some gas power plants have become more competitive than some coal-fired power
plants. Together with the increase in wind and solar photovoltaic capacity, this was one of the factors
behind the decline of coal in Europe in 2019 and 2020.
On 14 July 2021, the European Union decided to strengthen its climate targets in order to achieve
carbon neutrality by 2050 and to reduce its CO2 emissions by 55% by 2030 compared to 1990 (this
target replaces the previous - less ambitious - target of a 40% reduction in emissions by that date).10
To achieve its new targets, the European Union will have to reduce the number of CO2 emissions
allowances put on the market each year even further. As the allowances are non-perishable, a
phenomenon of anticipation/speculation has pushed the price of a tonne of CO2 to €60 since the end
of August 2021. In practical terms, a number of participants have anticipated an increase in the price
per tonne of CO2 due to the foreseeable decrease in the number of allowances placed on the market.
This "anticipatory" increase in demand puts upward pressure on the price per tonne of CO2.

10

The "Fit for 55" legislative package would bring the following changes to the current system: a lowering of the CO 2 emissions
cap by 4.2% per year and an annual reduction of allowances on the market, a reduction in free allowances from 2026 and
their disappearance by 2036 for the industrial sector and aviation, coverage of new sectors (maritime transport by 2023, road
transport and the building sector by 2026) and the introduction of a carbon border adjustment mechanism from 2026.
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We are currently seeing that, although prices are very similar, futures prices on the Belgian electricity
market are lower than the levels observed in neighbouring countries (Figure 17). Compared to
neighbouring countries, futures prices in Belgium benefit from the high availability of nuclear power,
which reduces the periods during which gas prices determine the marginal price of electricity
production. Germany has a higher price level than Belgium given the marginal price of its coal-fired
electricity production, the Netherlands has a higher price than Belgium due to the marginal price of its
gas-fired electricity production, and France is probably penalised by the lower availability of its nuclear
power plants.
Figure 17: Comparison of the trend in electricity prices on the futures markets for one year ahead contracts between Belgium,
France, Germany and the Netherlands

Source: CREG analysis

Figure 18 shows the main elements that influenced the increase in electricity prices on the futures
markets, in schematic form, for the period from January to September 2021.
Figure 18: Main elements explaining the price increases on the European electricity futures markets (January to September
2021)
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1.2.2.

Electricity spot markets

Spot markets correspond to electricity sale/purchase contracts for next-day (day ahead) or same-day
(intraday) supply. Day-ahead spot prices are generally used as a reference for the indexation of
variable price offers to final customers. In Europe, day ahead prices (and net export positions) are
determined using a single coupling process between participating bidding zones. Prices and export
positions are optimised using the Euphemia algorithm.
As illustrated in figure 19, after hitting a low point in April 2020 with the COVID-19 crisis, prices on the
electricity spot markets started to recover from May 2020. Like the futures markets, the electricity
spot markets have seen a significant increase in prices in recent months.
Figure 19: Electricity spot price trend in Belgium compared with trends in the TTF gas spot price and the CO 2 price

Source: CREG analysis

As is the case on the electricity futures markets, the high prices on the day-ahead electricity markets
are mainly due to the price formation mechanism on the power exchanges. The price of electricity is
determined using a marginal cost pricing system which corresponds to the production cost of the last
kWh produced. In the current context, where the level of electricity demand has almost returned to
pre-COVID-19 levels, this is, for the most part, the kWh produced from fossil fuel power plants
(gas/coal: Germany import). The marginal production costs of gas and coal-fired power plants are
directly influenced by the rising prices of natural gas, coal and tonnes of CO2. Figure 20 illustrates the
variable cost trends of a gas-fired power plant and the relative importance of the price of gas and
tonne of CO2 in the variable costs from January 2019 to September 2021. Thus, the main cause of the
increase in electricity spot prices is the rise in natural gas and coal prices on the spot markets, followed
by the increase in the price of CO2. Just as observed on the electricity futures markets, during the first
quarter of 2021, it was more attractive to generate electricity, on the spot markets, from a natural gas
power plant than from a coal-fired power plant, given the soaring price of CO2 in Europe. With the
continued increase in gas prices on the spot markets, this trend reversed in the second quarter of 2021,
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with coal again becoming more competitive than natural gas for electricity production on the spot
markets. However, the upward trend continued as the price of coal on the international markets rose.
Figure 20: Variable costs of a gas-fired power plant on the Day Ahead spot markets with 50% efficiency (GCV)

Source: CREG analysis
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Figure 21 illustrates the correlations observed between the trend in gas and CO2 prices and the trend
in electricity prices in Belgium.
Figure 21: Correlations between the trend in gas and CO2 prices and the trend in electricity prices in Belgium

Source: CREG analysis

However, the electricity spot market is characterised by greater price volatility than the futures
market. This greater price volatility is explained by the possible unscheduled unavailability of
production units, but also by the intermittent nature of renewable generation. It should also be noted
that 2021 is characterised by a relatively low level of wind generation in Belgium and Germany, as
illustrated in Figure 22.
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Figure 22: Development of average wind generation in Belgium and Germany in 2020 and 2021 compared to the range
observed between 2016 and 2020 (in % of installed capacity)

Source: CREG analysis

This low level of wind generation has exacerbated the effect of rising gas, coal and CO2 prices on
electricity spot prices through the increased use of fossil fuel production units to meet peak demand
as illustrated in Figure 23.
Figure 23: Development in DAM spot prices compared to futures prices for delivery in 2022 in Belgium

Source: CREG analysis
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Figure 24 also illustrates the correlation between the day-ahead electricity price in Belgium and wind
power generation in Germany and Belgium. As we can see, there is less correlation than with gas and
coal prices, but it is still there.
Figure 24: Correlation between wind generation in Belgium and Germany and electricity spot prices in Belgium

Source: CREG analysis

Finally, figure 25 illustrates that neighbouring countries are experiencing a similar trend in day-ahead
spot prices to the Belgian day-ahead market. However, spot prices in Belgium benefit from the high
availability of nuclear power, which reduces the periods where gas prices determine the marginal price
of electricity production. As a result of the post-Brexit negotiations between the European Union and
the United Kingdom, the UK has been forced to leave the single coupling, which has had a negative
effect on electricity prices on their wholesale market. For importing and exporting energy in day ahead,
the implicit single coupling has been replaced by an explicit allocation method, which is - in theory less efficient. In addition, the cables that import electricity from France to the UK were damaged by a
fire in mid-September 2021. National Grid has reported that the IFA interconnector will be out of
service until 23 October 2021, and only half of its two-gigawatt capacity will be available until 27 March
2022.
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Figure 25: Trend in day ahead prices in Belgium and neighbouring countries

Source: CREG analysis

Figure 26 shows the main elements that influenced the increase in electricity prices on the spot
markets, in schematic form, for the period from January to September 2021.
Figure 26: Main elements explaining the price increases on the European electricity spot markets (January to September
2021)
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2.

IMPACT OF THE INCREASE IN GAS AND ELECTRICITY
PRICES ON FINAL CUSTOMERS

This chapter examines the extent to which the increase in natural gas and electricity prices on the
wholesale markets impacts the all-in prices paid by households and small businesses (section 2.1.),
beneficiaries of the social tariff (section 2.2.) and finally industrial customers (section 2.3.).

2.1.

HOUSEHOLDS AND SMALL BUSINESSES

2.1.1.

Analysis of the increase in electricity and gas bills paid by Belgian households in 2021
(energy component)

Firstly, it is important to note that:
Households with a fixed price energy contract represent 68% of households for electricity and 64% of
households for natural gas.
Households with a variable price energy contract represent 32% of households for electricity and 36%
of households for natural gas.
The CREG has calculated the impact of the price increase (energy component including VAT) on the
bills for households with a variable price electricity contract.
In August 2021, the CREG calculated the impact of the price increase over the two quarters of 2021
impacted by higher price levels than those observed before the COVID-19 crisis (Q2 and Q3 2021). The
price increase at that time amounted to €133 (€4911 for electricity and €8412 for natural gas) for the
two quarters under consideration compared to Q2 and Q3 2019,13 with 2019 considered to be a
"normal" year.14
For the coming autumn and winter periods, the CREG does not yet have the actual prices for
consumers. We certainly do not expect to see any price reductions for consumers at this time. The
CREG cannot predict what will happen in autumn and winter (this depends on the development of the
international markets, the availability of facilities, etc.).
We know that for natural gas, autumn and winter weigh much more heavily (82.80%) on the annual
bill than spring and summer (17.20%). For electricity, the four quarters are roughly evenly distributed
(spring 22.20%, summer 21.40%, autumn 27.90%, winter 28.50%).15 Below, the CREG has estimated
the impact on the bill for households with a variable price product, taking into account the price
increase over the four quarters. In this estimate, it also calculates the impact compared to 2019.16

11

For an annual consumption of 3,500 kWh/year
For an annual consumption of 23,260 kWh/year
13
August 2019 reference price: annual cost spread over Q2 and Q3 2019 based on SLP profiles
14
The CREG also calculated the impact of the price increase in Q2 and Q3 based on the September 2021 figures. The increase
at that time amounted to €50.5 for electricity and €102.84 for natural gas.
15
The graphs in Appendix 2 illustrate the aforementioned shares for the various quarters for electricity and natural gas and
the change in the annual bill with regard to the energy component of variable products compared with fixed products. In the
case of natural gas, it is striking that the periods that weigh more heavily (autumn and winter) are often also associated with
higher prices, which obviously has a double effect on the annual bill.
16
In fact, 2020 was an exceptional year and does not give a representative picture of a year considered as "normal". The
annual cost considered is based on the September 2019 reference rate.
12
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Based on the September 2021 reference rate, we can simulate the effect on the annual bill from April
2021 to March 2022:17
Estimated average annual electricity bill increase for a household with an annual consumption
of 3,500 kWh/year, with a variable price contract, from April 2021 to March 2022:
09/2021 compared to 09/2019

€115.82

Estimated average annual natural gas bill increase for a household with an annual consumption
of 23,260 kWh/year, with a variable price contract, from April 2021 to March 2022:
09/2021 compared to 09/2019

€597.9218

Estimated average annual electricity and natural gas bill increase for a household with an annual
electricity consumption of 3,500kWh/year and an annual natural gas consumption of 23,260
kWh/year, with a variable price contract, from April 2021 to March 2022:
09/2021 compared to 09/2019

€713.7419

Based on the futures prices for the fourth quarter of 2021 and the first quarter of 2022, these amounts
could be even higher and it is therefore not inconceivable that this will be confirmed when the actual
final prices to consumers are known.
For fixed price products, we find that contracts entered into before April 2021 are still at similar levels
to those entered into before the health crisis.20 The contracts concluded thereafter show an upward
trend, at least until September 2021, generally with a monthly trend comparable to that of the variable
price contracts. For a number of fixed products, the price increases are greater than for variable
products. This could indicate that suppliers have increased their risk premium, which is obviously
related to the high volatility and uncertainty in the energy market.
Consumers with a fixed product pay the initial fixed price for the duration of the contract, which is
advantageous in a rising market. But in the case of a falling market, these consumers will not
automatically benefit from lower prices. They will then have to change their contract, which in Belgium
is free of charge, provided they give four weeks' notice.
The figures below show, by way of example, the price trend in the energy component for natural gas
and electricity for Belgian households from 2019 to 2021, broken down into fixed and variable
products.

17

The annual bill for 2021 for a variable price customer is compared to the level observed in 2019. Indeed, in 2020, during
the COVID-19 period, consumers benefited from (significantly) lower prices. Q4 2021 and Q1 2022 were estimated based on
the annual cost of the September 2021 reference rate, broken down by SLP profile.
18
€437.00 for an annual natural gas consumption of 17,000 kWh instead of 23,260 kWh
19
€552.82 for an annual natural gas consumption of 17,000 kWh instead of 23,260 kWh
20
During the COVID-19 period, consumers benefited from (significantly) lower prices.
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Figure 27: Monthly weighted price level for households with a variable product on the Belgian natural gas market in 2019,
2020 and 2021 (23,260 kWh/year)

Source: CREG analysis
Figure 28: Monthly weighted price level for households with a fixed product on the Belgian natural gas market in 2019, 2020
and 2021 (23,260 kWh/year)

Source: CREG analysis
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Figure 29: Monthly weighted price level for households with a variable product on the Belgian electricity market in 2019,
2020 and 2021 (3,500 kWh/year)

Source: CREG analysis
Figure 30: Monthly weighted price level for households with a fixed product on the Belgian electricity market in 2019, 2020
and 2021 (3,500 kWh/year)

Source: CREG analysis
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Conclusions:
-

For fixed price contracts concluded before the third quarter of 2021 which have not yet
expired, the advice is to do nothing.

-

Before renewing or signing a (new) contract, it is advisable to compare suppliers' offers
using an online price comparison website (CREG label) or the regional regulators' price
comparison websites.

-

For a fixed price contract, it is crucial to follow the development of the market, as prices
are currently particularly high. The CREG Scan is a useful tool in this regard.

-

Regardless of the contract type, it is possible to change products at any time free of
charge, subject to four weeks' notice.

-

Consumers can anticipate potentially higher settlement bills by increasing their monthly
instalments.

-

Unused kWh do not have to be paid for: try to reduce your consumption if possible.

2.1.2.

Comparison of average all-in prices in Belgium and neighbouring countries

This section compares the trend in average all-in prices for households and small businesses in Belgium
with those in neighbouring countries.
As shown in Figures 32 to 35, a very similar upward trend in average all-in prices has been seen in
neighbouring countries in recent months, although it has been more pronounced in Belgium, especially
for natural gas.
The reasons for these differences are currently being analysed. However, it is already clear that the
way and the extent to which price increases on wholesale markets impact average all-in prices for
households and small businesses depend on several factors, including:
-

how suppliers set their prices:
•

fixed or variable products (monthly or quarterly indexation, etc.);

•

the basis of the indices (in Belgium, these are based solely on the wholesale markets
for natural gas and electricity);

-

the degree of market liberalisation. For example, in France, a large part of the retail
market offer is still determined by the regulated tariff (except for SMEs);

-

the share of the energy component in the total bill (see Figure 31).

For the UK, it should be noted that the exchange rate also plays a role (see graph in Appendix 4).
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Figure 31: Share of the "energy" component in the total bill as at September 2021

Belgium
Germany
France
The Netherlands
Great Britain

Natural gas
Households
58%
46%
46%
37%
67%

SMEs
72%
57%
59%
45%
68%

Electricity
Households
32%
27%
34%
57%
68%

SMEs
38%
34%
48%
43%
65%

Source: CREG analysis

In Belgium, the increase in recent months, which followed a period of particularly low prices due to
the health crisis and which benefited Belgian consumers, is explained by the rise in wholesale market
prices. Since 2013, when the indexation of electricity and gas prices was reformed and limited by the
"safety net" mechanism,21 in particular, all variable products offered by suppliers on the Belgian
electricity and gas market for households and small businesses have taken into account the prices and
their development on the wholesale markets. As the prices of products on the Belgian electricity and
natural gas markets for households and small businesses are entirely linked to wholesale market
prices, fluctuations on the aforementioned markets will have a rapid impact on the consumer price via
the indexation parameter. Depending on the indexation parameter (which quotations are taken into
account and the indexation frequency), the impact on the final consumer price for a certain product
will be more pronounced and/or slower or faster. The fixed prices offered by suppliers are adjusted
each month according to changes in futures prices on the wholesale markets. These can also be
influenced by the supplier's commercial policy from one month to the next. The actual situation on the
Belgian market is examined in more detail in chapter 3.
The graphs below show the trends in natural gas and electricity prices on a quarterly basis for Belgium
and neighbouring countries over the last 8 quarters (including the sharp drop in 2020 due to the health
crisis and the recent increases in 2021).22 The graphs relating to price trends over the last 6 months for
the same countries are also available in Appendix 3.

21

For detailed information on the "safety net" mechanism see Appendix 5.
As part of the international price comparison, we see that the energy component is defined by a selection of products (this
selection is based on the methodology developed in the PwC study "A European comparison of electricity and natural gas
prices for residential and small professional consumers" of 28 June 2018), which may contain both fixed and variable products.
Nevertheless, this methodology does not include specific rules for the selection of fixed or variable products. The annual
monitoring report for Belgium shows that the nature of the product (fixed or variable) has a significant influence on the price.
For electricity, +/- 68% of contracts have a fixed price and +/- 32% have a variable price; for natural gas, +/- 64% have a fixed
price and +/- 36% have a variable price.
22
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Figure 32: Development of the average all-in natural gas bill on a quarterly basis for households

Source: CREG analysis
Figure 33: Development of the average all-in electricity bill on a quarterly basis for households

Source: CREG analysis
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Figure 34: Development of the average all-in natural gas bill on a quarterly basis for business consumers

Source: CREG analysis
Figure 35: Development of the average all-in electricity on a quarterly basis for business consumers

Source: CREG analysis
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2.1.3.

Overview of the historical development of the all-in bill and its components, from May
2012 to September 2021

Figures 36-39 provide a historical monthly overview of the average all-in price from May 201223 to
September 2021 for residential and business consumers for natural gas and electricity.
They also show the different components of the average price, i.e. energy in green, network costs
(transmission and distribution) in blue, surcharges in red and VAT in yellow. Surcharges include all
charges, i.e. charges passed on by suppliers, distribution and transmission.
2.1.3.1.

Natural gas

All-in natural gas prices had generally been falling between 2012 and June 2016, before trending
upwards through December 2018. In January 2019, prices started to fall again until they reached a low
in September 2020 (€824.77 for an annual consumption of 23,260 kWh). Since then, gas prices have
been rising as suppliers pass on the higher prices on the wholesale markets in their price offers.
With an average all-in price of €1,739 in September 2021, the average price of natural gas for
households has now exceeded the highest level since May 2012 by 2% in nominal terms.
Taking inflation into account, the average all-in price in September 2021 was still 11% lower than the
all-in price in May 2012. When compared to the lowest price in 2020 (which was reached in
September), the increase amounts to 111% in nominal terms.
2.1.3.2.

Electricity

In terms of electricity, the following important developments can be noted:
-

the significant increase in surcharges;

-

the impact of the VAT cut (from 21% to 6%) for the supply of electricity to domestic
customers from 1 April 2014 until 30 September 2015;

-

the impact of the rising cost of CO2 emissions and the uncertain nuclear generation
situation in autumn 2018, with an impact until the first quarter of 2019;24

-

the impact of COVID-19 from the second quarter of 2020;25

-

the current wholesale price increase from in the third quarter of 2020 as outlined in
Chapter 1.

23

The oldest historical data available to the CREG as part of its database on the international comparison of electricity and
natural gas prices
24
From the 2nd half of 2018, an increase was seen, which was certainly very strong from the fourth quarter onwards for most
products. This increase can be explained by several factors: the increase in the price of natural gas on the wholesale market
following, among other things, the increase in the cost price of CO2 emissions and the uncertain nuclear production situation.
For "fixed price" products, there was a fall again at the end of 2018, following the prices on the wholesale markets. In 2019,
after the increase in the 2nd half of 2018, a decrease in prices was observed again, in line with the prices on the wholesale
markets.
25
At the beginning of 2020, energy prices were at a level that could be considered normal. The COVID-19 pandemic and
subsequent lockdown, resulting in a significant decline in (economic) activity, caused energy prices to fall significantly. The
first easing of lockdown from the end of April 2020 led to a steady recovery in economic activity and increased demand for
electricity in the third and fourth quarters of 2020, which was reflected in the prices.
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With an average all-in price of €1,017 in September 2021, the average household electricity price has
almost reached, in nominal terms, the highest average all-in price of the period under review, which
was at €1,055 in March 2019 (unavailability of nuclear reactors).
Compared to the May 2012 all-in price, the average household price has increased by 34% in nominal
terms. Taking inflation into account, the average all-in price in September 2021 rose by 17% compared
with the all-in price in May 2012.
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Figure 36: Average annual natural gas bill ( all-in) for a residential customer (23,260 kWh/year)

Source: CREG analysis
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Figure 37: Average annual natural gas bill ( all-in) for a business customer (100,000 kWh/year)

Source: CREG analysis

Non-confidential version

40/92

Figure 38: Average annual electricity bill ( all-in) for a residential customer (3,500 kWh/year)

Source: CREG analysis
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Figure 39: Average annual electricity bill ( all-in) for a business customer (50,000 kWh/year)

Source: CREG analysis
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2.2.

SOCIAL TARIFF CONSUMERS

2.2.1.

Reminder of the methodology for calculating social tariffs

The social tariff for electricity and/or natural gas is a reduced commercial tariff reserved for certain
categories of persons or households (protected customers).26 It is the same for all energy suppliers.
The social tariff includes the energy component, the distribution component (distribution network
tariff) and the transmission component (transmission network tariff).
The CREG sets the amount every 3 months based on the regulations in force:
-

the energy component of the social tariff is set on the basis of the lowest commercial tariff
offered by energy suppliers during the month preceding that quarter;

-

the distribution component for a given quarter is set on the basis of the lowest
distribution network tariff offered in the Belgian distribution areas during the month
preceding that quarter, provided that at least 1% of the Belgian population lives in that
area;

-

the transmission component for a given quarter takes into account the Elia/Fluxys
transmission tariffs.

The calculated result is capped when:
-

the social tariff is more than 10% (15% for gas) higher than the social tariff of the previous
period;

-

the social tariff is more than 20% (25% for gas) higher than the average social tariff for the
previous four quarters.

The cap means that the social tariff is limited to the lower of these two ceilings.
2.2.2.

Analysis of the increase in the social tariff following the price increases

2.2.2.1.

Development of the social tariff for natural gas

As shown in Figure 40, the social tariff for natural gas fell sharply in 2020 as a result of the decline in
the lowest commercial tariff available on the market. The lowest level for the social tariff was reached
during the months of July 2020 to September 2020 (€377/year for 23,260 kWh/year) before gradually
rising.
As a result of the capping mechanism, the increase in the social tariff was less marked than the change
in the average all-in price of natural gas.
As of October 2021, the social tariff was still below the level it was at in January 2020.
The social tariff limits the increase in energy prices observed in recent months through the capping
mechanism. As of September 2021, the social tariff meant that beneficiaries were paying 67% less for
their natural gas than the average price offered to unprotected consumers.

26

More information on beneficiaries is available at https://www.creg.be/fr/consommateur/tarifs-et-prix/tarif-social#h2_2
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However, it should be pointed out that when all-in prices for residential customers start to fall, this
will not have an immediate impact on the social tariff. There are two reasons for this. First of all, as
provided for in the regulations in force, the social tariff is established on the basis of the lowest
commercial tariff offered by energy suppliers in the month preceding the quarter in which it applies.
Consequently, when prices start to fall, this fall will only be reflected in the calculation of the social
tariff after a delay of between 1 and 3 months.
In addition, the "carry forward" provision introduced in 2020 as a corollary to the caps will reduce the
impact of the price decrease on social tariffs. Depending on the extent of the reduction, social tariffs
could even continue to increase within the limits of the caps.
Figure 40: Development of the average all-in price of natural gas and the social tariff (consumption of 23,260 kWh/year)

Source: CREG analysis

2.2.2.2.

Development of the social tariff for electricity

The "disconnect" between the development of the social tariff and that of the average all-in price is
less marked for electricity, as shown in Figure 41. As of September 2021, the social tariff meant that
beneficiaries were paying 29% less for their electricity than the average price offered to unprotected
consumers.
In the first quarter of 2021, it exceeded its pre-COVID-19 level. As explained for the gas social tariff,
the CREG points out that when all-in prices for residential customers start to fall, the impact on the
social tariff will not be immediate.
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Figure 41: Development of the average all-in price of electricity and the social tariff (consumption of 3,500 kWh/year)

Source: CREG analysis

2.3.

INDUSTRIAL CUSTOMERS

Unlike a residential customer or an SME, tariff offers for large industrial customers are not advertised:
a tariff offer is provided following a request from an industrial customer to the suppliers of its choice.
A negotiation phase, on the basis of the individual offers received, precedes the conclusion of the
supply contract, which is not advertised. As a result, and considering that it does not yet have the
active supply contracts for 2021 onwards, below, the CREG estimates the impact of the rise in stock
market prices on the final price that will be charged to large industrial customers based on its analysis
of their active supply contracts up to and including 2020.
As a preamble, the CREG points out that the energy cost represents a larger share of the bill for
industrial consumers, much larger than for other types of consumers (households and SMEs),
especially for the largest industrial consumers, who do not pay distribution tariffs and for whom
reductions and/or exemptions are applied to all other costs.27 An increase on the wholesale markets
therefore has a proportionally greater impact on their bill (notwithstanding the clarifications made
below on the different types of contract).
2.3.1.

Large industrial customers with a fixed price contract

Among large industrial customers, about one in ten has a price fixed in their contract. Given that a
supplier calculates its fixed price offer based on the quotations for the relevant Calendar Futures on
the day it submits its offer, the timing chosen by these customers to enter into such a fixed price
contract is the main factor that determines the price they will be charged during the supply period.

27

For more information on this subject, see the study carried out by the 4 regulators: "A European comparison of electricity
and natural gas prices for residential, small professional and large industrial consumers", May 2021, available at the following
address: https://www.creg.be/fr/publications/etude-f20210517
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2.3.1.1.

Impact on prices charged in 2021

Considering that almost all supply contracts cover a supply that begins on January 1 of a year and run
for a duration of one or more full years, large industrial customers who currently have a fixed price
contract will not, with rare exceptions, experience a price increase during the final months of 2021.
2.3.1.2.

Impact on prices charged in 2022 (and subsequent years)

Customers who entered into a fixed price contract before January 2021 covering the 2022 delivery
period (and subsequent years) will not experience a price increase during 2022 (and subsequent years).
Only customers who entered into a fixed price contract after January 2021 covering the 2022 delivery
period (and/or subsequent years) will experience a price increase during 2022 (and/or subsequent
years). The extent of this price increase will depend on the timing of the contract.
2.3.2.

Large industrial electricity customers with a fixed price contract based on "clicks"

Approximately nine out of ten large industrial electricity customers with a price determined by the
customer based on "clicks" on the ENDEX futures quotations after the contract is signed, but before
the supply begins. It should be stressed that there is a wide variety of "click" mechanisms, which
depend in particular on the quotations on which the consumer perform make their clicks. These are
generally those of the Calendar futures (one-year, two-year and three-year), but also, for certain
contracts, those of the Quarterly and Monthly contracts as well as the quotations on the EPEX Spot
Belgium daily market (previously: Belpex). In recent years, the quotation on which the majority of the
volumes supplied have been "clicked" (i.e. between 80 and 90% of the total "clicked" volumes) is the
Calendar contract. On the day when the customer estimates that the end-of-day "settlement"
quotation of the selected futures contract (Calendar, Quarterly or Monthly) is at its lowest, the
customer will ask its supplier to use this price to determine the price of part or all of the volumes to be
invoiced during the period corresponding to the selected futures contract (calendar year, quarter or
month). This freedom in terms of "clicks" is however generally accompanied by conditions linked to
"deadline days" before which these clicks must be executed.
2.3.2.1.

Impact on prices charged in 2021

Considering that, in previous years, between 80% and 90% of the total "clicked" volume was on the
Calendar futures quotations, the price of most of the volumes supplied in 2021 to customers who
opted for this type of contract has already been set during the 2021 Calendar quotation period, i.e.
during the 2018-2020 period, and will not therefore be affected by the current increases in energy
exchange quotations.
However, a minority of consumers who have chosen to buy mainly on the basis of Monthly and
Quarterly contract quotations are likely to be affected by the increase in these prices as of 2021.
2.3.2.2.

Impact on prices charged in 2022 (and subsequent years)

For consumers who have not "clicked" on the majority of volumes to be supplied to them in 2022
before the start of the increase in energy exchange quotations, and provided that this increase in
quotations continues until the end of 2021, the impact of the increase in Calendar futures quotations
on their electricity bill should be pronounced during the 2022 financial year. Customers who have the
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contractual option to "click" the Monthly and/or Quarterly quotations could of course decide to
postpone their "clicks "until next year, in the hope that the quotations will have fallen by then.
As long as this increase in quotations does not continue in 2022, the increase in energy exchange
quotations should have less impact on the price charged to them in subsequent years.
2.3.3.

Large industrial gas customers with a variable price contract

83.6% of large industrial gas customers have a variable price contract (16.4% of industrial customers
have a fixed price contract). 0.6% of customers have a contract with a variable price indexed to quoted
oil prices. 83.0% of customers have a contract with a variable price indexed to quoted gas prices. These
customers are directly affected by the rise in quoted gas prices on the international markets, as they
are usually contracts with daily day-ahead quotations. On the other hand, any future fall in prices will
also be passed on to them directly.

3.

LEVEL OF COMPETITION ON THE BELGIAN ENERGY
MARKET

3.1.

CHANGE IN THE NUMBER OF SUPPLIERS

3.1.1.

Active suppliers

As of September 2021, Flemish consumers had a choice of 20 electricity suppliers. For natural gas,
consumers could choose between 16 suppliers.
In Wallonia, 14 suppliers were active on the electricity market and 13 suppliers offered natural gas
supply products.
In Brussels, 10 suppliers offered electricity and natural gas supply products.
Figure 42 shows all active suppliers by region. Suppliers are listed alphabetically by trade name. The
green colour indicates the region in which a supplier is active. We also distinguish between electricity
and natural gas offers. Not all suppliers offer both electricity and natural gas.
A red cross means that this supplier only offers products to business customers (self-employed and
SMEs) and not to households. In Brussels,28 households can only choose from 6 electricity suppliers
and 5 natural gas suppliers. Brugel recently published an opinion29 on the continuing decline in
competition on the Brussels energy market.
A white cross means that this supplier only offers products to households.

28

In July 2021, Octa+ and Mega announced that they will no longer actively offer products in Brussels. Nothing changes for
existing customers.
29
https://www.brugel.brussels/publication/document/adviezen/2021/nl/ADVIES-327-AFNAME-CONCURRENTIE-BHG.pdf
https://www.brugel.brussels/publication/document/avis/2021/fr/AVIS-327-BAISSE-CONCURRENCE-MARCHE-ENERGIE-ENRBC.pdf
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Figure 42: Number of active suppliers by region in September 2021
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X
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Source: CREG

3.1.2.

Market share

The date on which the retail energy market was fully liberalised differs between the three regions. In
Flanders, this has been the case since 1 July 2003. In Brussels and Wallonia, the market has been fully
liberalised since 1 January 2007.
Just after market liberalisation, the two standard suppliers (Electrabel and Luminus) had a combined
market share of about 97%. The opportunity for consumers to choose their own energy supplier has
had a significant effect on the development of suppliers' market shares. At 30 June 2021, Electrabel
and Luminus still had a joint market share of approximately 57% for electricity and 54% for natural gas
in Flanders, 63% for electricity and 59% for natural gas in Wallonia, and 71% for electricity and natural
gas in Brussels. The aforementioned market shares are virtually unchanged from the same period in
2019.
As far as Brussels is concerned, Lampiris is clearly the second largest company on the electricity and
natural gas market, with a market share for both vectors which is more than twice that of Luminus.
The market share of suppliers by region as of 30 June 2021 is presented in Figures 43 to 45.
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Figure 43: Market share for electricity and natural gas suppliers in Brussels

Source: CREG website
Figure 44: Market share for electricity and natural gas suppliers in Flanders

Source: CREG website
Figure 45: Market share for electricity and natural gas suppliers in Wallonia

Source: CREG website
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The C3 index reports the joint market shares of the three main suppliers. On 30 June 2021, this index
stood at 68% in Flanders, 90% in Brussels and 75% in Wallonia. This represents a slight decrease (1-2%
each) from last year. The C3 index is more or less the same for electricity and natural gas in all three
regions. The C3 index is considered to be a good indicator of market concentration but does not tell us
anything about the relationship between the market share of the three largest suppliers. The HHI 30
index takes into account the relative relationship between the market share of suppliers. It is generally
accepted that the HHI of a competitive market is less than or equal to 2,000.
Figure 46 shows the HHI for the three regions, calculated as of 30 June 2021. In Flanders and Wallonia,
the HHI is just over 2,000. In Brussels, market concentration remains higher than in the other two
regions.
Figure 46 Concentration Index (HHI)
Flanders

2132

2003

Brussels

4506

4508

Wallonia

2555

2335

Source: CREG

The analysis of market shares and market concentration shows that the increasing competition
between suppliers means that the market shares of the former standard suppliers remain under
pressure. New suppliers are also competing with each other and trying to gain market share.

30

HHI: Herfindahl-Hirschman Index.
The Herfindahl-Hirschman Index is the sum of the squares of all market shares. If M1, M2, ..., Mn are the relative market
shares of all suppliers n in a sector, the index for that sector is

The maximum score is 1 and is reached in the situation where there is only one supplier who therefore holds 100% of the
market. In the case of many suppliers, with more or less equal market shares, this index approaches 0. (In practice, the result
is sometimes multiplied by 10,000, but this is only a matter of presentation)
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3.2.

DEVELOPMENT OF SUPPLIERS' TARIFF STRUCTURES

Until now and since 2013, all the products offered by suppliers on the Belgian retail market have taken
into account the prices and price trends on the wholesale markets. Wholesale market prices are
formulated on energy exchanges or trading centres.
Until the end of 2017, the safety net mechanism required suppliers to use quarterly indexation
parameters based solely on energy exchange quotations on the wholesale market for their variable
energy price products.
As of 1 January 2018, all suppliers operating on the retail market continued to use the aforementioned
quarterly indexation parameters.
In 2019, we observed a different trend. More and more suppliers have partially or wholly abandoned
the principle of quarterly indexation for one or more of their variable products.
In 2020 and 2021, the transition from quarterly to monthly indexation continued for both futures and
spot products. A limited number of suppliers even switched to a monthly or quarterly indexed offer
for new customers from month to month, with all other variables (e.g. markup, subscription) and
features (e.g. product name and duration) remaining unchanged. This new diversification of the
indexed offer also presents a potential risk: the consumer risks being drowned in a multitude of
variable products, which are sometimes very similar and still very difficult to compare. Under its
monitoring responsibilities, the CREG continues to monitor all these parameters and their underlying
quotations.
The pricing formulas for variable price energy products are as follows:
[(Index x B31 + C) * kWh]

Variable energy price formula =

Indexation formula
consumption
€/kWh
This pricing formula only applies to the consumer's actual consumption.
In addition to the cost of energy consumption, suppliers generally charge a fixed subscription fee.
Therefore, the total energy price32 is as follows:
Energy component price =

A

+

[(Index x B + C) * kWh]

subscription

Indexation formula

€/year

consumption
€/kWh

31

This multiplication factor is not applied by all suppliers.
This study only focuses on the cost of energy (= the energy component on the bill). The energy bill includes other costs:
network tariffs, levies, taxes and VAT. These costs are set by regulators and public authorities and have no influence on the
consumer's choice of energy contract.
32
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Since retail market prices are closely linked to wholesale market prices, below we show the price trend
for six typical products: two fixed price products, two spot products and two futures products. Variable
products are based on existing indexation parameters.
The emphasis is on the type and development of the indexation parameters and not on the other
elements of the price formula, which for this reason have been put on the same footing for all products.
For the fixed prices, we use two existing representative products from different suppliers.
Figure 47: Natural gas: annual amounts for spot (ZTPQ-S41 and ZIGDAQ), futures (TTF103 and TTF101) and fixed energy
components

Source: CREG analysis
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Figure 48: Electricity: annual amounts for spot (BelpexbaseloadM and BelpexbaseloadQ), futures (Endex103 and Endex101)
and fixed energy components

Source: CREG analysis

3.3.

WAYS OF IMPROVING COMPETITION BETWEEN SUPPLIERS TO
BENEFIT CONSUMERS

In the supply of domestic and small business customers, the CREG notes an increase in tariff formulas
by suppliers. This increase in tariff formulas makes it progressively difficult for the final consumer to
compare offers. This is especially true for variable price offers.
First of all, when wholesale prices rise on the wholesale energy markets, a quarterly indexed price offer
may seem more attractive than a monthly indexed price offer. In fact, the estimated annual cost of a
variable price offer by the energy comparison websites is based on the last available quotation of the
indexation parameter of the variable price formula. Thus, in September, an offer with a quarterly
indexed price will be based on the wholesale prices observed in the previous quarter (April - May June), whereas an offer with a monthly indexed price will be based on the wholesale prices observed
in the previous month (August). When wholesale prices rise on the markets, the prices observed in the
last quarter will generally be lower than those observed in the last month. A formula with a quarterly
indexed price could therefore seem more attractive than an offer with a monthly indexed price,
whereas in reality, the quarterly formula could prove more expensive than the monthly formula. The
reasoning is similar on a wholesale market where prices are falling, an offer with a monthly indexed
price may appear artificially more attractive than an offer with a quarterly indexed price. The CREG
therefore observed that when prices started to rise on the wholesale markets, some suppliers, decided
to change their indexation parameter from a monthly indexation factor to a quarterly indexation
factor.
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The same applies to the comparison of indexed price offers such as X * "market index" + Y (c€/kWh)
+ "fixed annual or monthly fee". An overweighting of the factor X or an underweighting of the annual
or monthly fee may make an offer artificially more attractive in a wholesale market where prices are
rising.
Finally, it is extremely difficult for a consumer to compare a fixed price offer with a variable price offer,
especially when wholesale market prices decrease or increase significantly. Indeed, in the current
context of continuously rising market prices, an indexed price offer, based on the prices observed in
the previous month or quarter, may appear artificially more attractive than a fixed price offer that
takes into account market prices for the coming supply period. The same is true during the summer,
when gas market prices are generally lower, and an offer with an indexed price based on summer
prices may appear artificially more advantageous than a fixed price offer based on the average price
over the entire upcoming delivery period.
In this context, in order to promote competition and ensure that the final consumer has the best
possible information with which to make their choice, the CREG believes that the formulas for indexed
price offers should be limited. However, it is important to analyse the appropriateness of this within
the framework of the liberalised market. Ideally, indexed price formulas should only depend on one
parameter, "market index" + Y (c€/kWh), have the same indexation frequency, preferably quarterly to
allow a smoothing of prices for the final consumer and use the same market reference for the
indexation (example for electricity: average price on EPEX Spot). Finally, Forbeg is currently considering
how best to compare the estimated annual cost of a variable price offer with reality, so that consumers
can compare it with the annual cost of a fixed price offer.

3.4.

ARE SOME MARKET PARTICIPANTS AT RISK BECAUSE OF RISING
MARKET PRICES?

In the current context of rising prices on the energy markets, suppliers will be faced with a series of
problems that could put the smallest of them in economic difficulty.
First of all, the current increase in energy prices is accompanied by a rise in the bills for final customers
(households, small businesses and larger industrial customers), so energy suppliers could potentially
expect an increase in the risk of non-payment. Such an increase could have repercussions in terms of
the number of unpaid invoices but also and especially in terms of financial consequences for suppliers.
Indeed, because the amount of the bills is increasing, any unpaid bill generates a higher cost for the
supplier.
Moreover, in this context of rising market prices, suppliers who wish to hedge their fixed price sales
will have to deposit significant collateral.33
In addition, suppliers who have not hedged all of their fixed price sales currently have to buy energy
on the markets at much higher prices. Generally, suppliers only hedge a portion of their fixed price
sales. Suppliers take into account the expected loss of customers. In Belgium, domestic customers have
the option of terminating their energy contracts with one month's notice. In the current context of
rising prices, we can expect that customers with fixed price contracts, signed before the price increase,
will continue until the end of their contract. Suppliers will therefore have to buy consumption for

33

Collateral is an offer of cover, which is used to cover the credit risk in financial transactions in the event that the collateral
taker cannot meet its payment obligations.
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customers they thought they were losing at much higher market prices. These higher priced energy
purchases will generate losses for suppliers.
In addition to the price increases observed on the spot and futures electricity markets, we are also
seeing greater volatility on the balancing markets, as shown in Figure 49. Indeed, the balance
responsible party must maintain the balance between their customers' consumption and their
electricity injections into the network. In the event of an imbalance, the responsible party will buy or
sell its electricity on the balancing market depending on whether it has injected too little or too much
energy in relation to its customers' consumption. The price differences between these energy
purchases and sales on the balancing markets and the day-ahead spot price is the suppliers' balancing
cost. The CREG notes that this cost is increasing. Balance responsible parties may have to sell their
excess energy at very negative prices and buy their energy shortages at prices well above those
observed on the day-ahead spot markets. This increase in balancing costs will be a loss of income for
suppliers or their balancing responsible parties to whom they have assigned the management of their
balancing. The CREG is currently examining how the "real-time market design" can be reviewed so
that the balancing cost can be reduced while retaining the incentives for market participants to
balance.
Figure 49: Price trend on Elia's balancing market

Source: CREG analysis
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Furthermore, suppliers who currently offer fixed price contracts are exposed to a significant economic
risk if prices were to fall. Indeed, as previously mentioned, domestic customers have the option of
terminating their energy contracts with one month's notice. If market prices fall, consumers who
currently have a new fixed price contract would be well advised to terminate it. In this case, the loss
of customers for suppliers could be greater than they had anticipated and suppliers could be forced to
sell the energy they have purchased at a lower price than its purchase price to cover their fixed price
sales on the markets. These lower priced energy sales could generate losses for suppliers. In this
context, which is inherent to the Belgian liberalised market, we have already seen reactions from
several suppliers that seem to be a response to this increased risk. Firstly, some suppliers stopped
offering fixed prices to domestic customers, while others increased their fixed prices by more than the
price increase observed on the wholesale markets (Figure 50). It will be necessary to verify that these
increases are not undue margins for the supplier.

Figure 50: Development of fixed price offers for 1 year in comparison with futures prices on TTF

Source: CREG analysis

Finally, suppliers who offer variable price contracts could face financial difficulties if the decision is
taken to freeze energy tariffs while prices continue to rise on the markets. In conclusion, the current
market situation may lead to an increased risk of supplier failure, which is all the more pronounced for
smaller suppliers. However, as mentioned, we note that some of these participants are taking care to
limit the negative impacts by no longer offering fixed prices to domestic customers, for example. Past
experience has shown that a chain reaction can quickly occur, leading to this supplier's balance
responsible party getting into trouble. The failure of a balance responsible party can very quickly make
it impossible for all the suppliers for whom it balances portfolios and, in some cases, purchases energy
purchases, to supply their customers. However, the urgent search for a new balance responsible party
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(BRP34) (/supplier) could prove difficult, particularly if the customer portfolio is large and places these
suppliers in a weak negotiating position. If this search is unsuccessful, activating the default supplier
procedure (where applicable) results in the transfer of the customers for which they have access to
the default supplier and, de facto, the loss of this business. For customers, the failure of their supplier
or BRP can lead to financial difficulties if their supply price increases unexpectedly. Network operators
may also suffer financial losses if bills remain unpaid.
Strict monitoring of unpaid bills and effective transmission of information, particularly between the
Belgian energy regulators, has been set up to try and limit this cascade effect.
In the UK, soaring prices have already contributed to the recent demise of several small energy
suppliers. Seven small British energy companies, including Avro Energy which alone had nearly 600,000
customers, have already gone bankrupt due to high energy prices. More companies may not survive
the current situation. As a result of these bankruptcies, more than 1.5 million British households have
had to find an alternative energy supplier. In the United Kingdom, there is a provision for other energy
companies to take over the customers of bankrupt industry participants. However, the cost of buying
gas and electricity on the spot market to supply an average household is estimated to be around £1,600
a year, while Ofgem's price cap for energy bills is currently £1,277, after being increased by £139 last
month. It is therefore not attractive for suppliers to take over customers. The UK's biggest energy
suppliers are asking the government for a multi-billion pound emergency aid package to help them
survive the crisis triggered by high gas prices, including the creation of a "bad bank" to absorb the
potentially unprofitable customers of their failing rivals.

4.

WHICH MARKET PARTICIPANTS COULD BENEFIT
FROM HIGHER GAS AND ELECTRICITY PRICES?

4.1.

ELECTRICITY PRODUCERS

4.1.1.

Introduction

As not all electricity producers will be impacted by higher natural gas and CO2 prices, some may benefit
and see their margins increase as a result of higher electricity prices on the wholesale markets.
As mentioned in Chapter 5, in Spain, the government has introduced a bill to capture the windfall
profits of hydroelectric and nuclear producers, but also from any non-CO2 emitting producers, who
benefit from high electricity prices, without being penalised in terms of their cost structure.
This section examines whether, in Belgium, some electricity producers could benefit from
extraordinary revenue as a result of higher electricity prices.
The main production units potentially affected in Belgium are nuclear power plants and renewable
electricity production units. The question is therefore whether the owners of nuclear production
facilities or renewable electricity producers benefit from an exceptional increase in their revenue

34

Each supplier appoints its BRP (Balance Responsible Party) to Elia. The BRP is responsible for the portfolio of supplier access
points and must plan and take all reasonable steps to maintain a balance of injections, offtakes and commercial trades within
that portfolio.
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and/or whether existing mechanisms can counterbalance - in whole or in part - the increase in their
revenue.
4.1.2.

Nuclear production facilities

In theory, the revenue of nuclear power producers should benefit from higher electricity prices. Given
that the production costs in this sector are not directly impacted by the current rise in the price of CO2
and natural gas,35 the sector's profitability should increase.
However, this increase in the profitability of the Belgian nuclear industry must be analysed in the
context of the "fees" and "distribution contributions"36 owed by nuclear power plant operators to the
Belgian State.
The Act of 31 January 2003 on the gradual phase-out of nuclear energy for industrial electricity
production and the Act of 11 April 2003 on the provisions for the decommissioning of nuclear power
plants and the management of the irradiated fissile materials used in those plants require the owners
of nuclear power plants to pay fees/contributions to the federal government.
The annual amounts to be paid are calculated differently for power plants for which the lifetime has
been extended (Act of 31 January 2003) and for those for which lifetime has not been extended (Act
of 11 April 2003).
4.1.2.1.
•

Power plants for which the lifetime has been extended:
Doel 1 and 2: (Act of 31 January 2003, Art. 4/2)

The annual fee is set at 20 million euros for the two nuclear power plants. It is therefore a lump sum,
independent of the revenue and costs of the two power plants. The money is paid into the Energy
Transition Fund.
•

Tihange 1: (Act of 31 January 2003, Art 4/1)

The annual fee is calculated using with the formula set out in the Act of 31 January 2003. In simplified
terms, the formula is as follows:
annual fee = 70 % * Margin
Margin = sales - (costs + total net remuneration - transfer from previous year)
The increase in prices on the electricity market in 2021 will impact revenue in 2021, 2022 and 2023.
Since 2015, the margin has never been positive. As a result, the annual fee payable by Tihange 1 has
always been zero. A negative margin has always been carried forward to the following year.

35

It should be noted that the nuclear industry has seen a sharp increase in uranium prices since mid-August 2021. However,
given the fuel cycle, uranium has often already been ordered or is present.
36
In this respect, the CREG refers to the studies carried out on the valuation of nuclear "benefits" and more particularly to
chapter I "Economic concepts" of its study 1072 of 9 June 2011 on the economic development of nuclear energy and a
proposal for the nuclear contribution.
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Given the high prices on the electricity markets in 2021, the Tihange 1 margin should increase in 2021,
2022 and 2023. Nevertheless, the formula as set out in the legislation carries forward the negative
margin from previous years. Given the particularly high negative margin in 2020 [CONFIDENTIAL], it
can certainly be expected that the margin (including the transfer from the previous year) in 2021, 2022
and 2023 will still be negative, despite the increase in revenue due to higher electricity prices.
In conclusion, in the current context of rising electricity prices, the power plants for which the lifetime
has been extended, Doel 1 and 2, benefit from an increase in their income without their fixed fee being
increased. However, whether or not "windfall" profits have been made cannot be examined solely with
regard to a single reference year (in this case 2021). In particular, account should be taken of the
investments that were required in the early years of the extension. The analysis of revenue and
expenses must be examined as part of a multi-year vision. Similarly, Tihange 1 should see an increase
in its revenue. However, any current "windfall" profits will be included in the calculation of its
contribution to the Belgian State and it is expected that these will only insufficiently compensate for
the negative margin accumulated by this power plant since 2015.
The CREG also points out that the Act of 31 January 2003 on the gradual phase-out of nuclear energy
for the purpose of industrial electricity production states (Article 4/2):
"§ 2. The fee referred to in §1 excludes all other charges in favour of the Federal State (with
the exception of taxes of general application and annual taxes pursuant to the Act of 15
April 1994) which are related to the ownership or operation of the Doel 1 and Doel 2 nuclear
power plants, the income, production or production capacity or the use of nuclear fuel by
these plants."

This principle is also included for Tihange 1 in the (confidential) Agreement referred to in the Act of 31
January 2003.
In this context, it seems difficult for the CREG to envisage a new "tax" for power stations for which the
lifetime has been extended.
4.1.2.2.

Power plants for which the lifetime has not been extended (Act of 11 April 2003, Art 14 §
8):

For the other power plants, namely Doel 3 and 4, Tihange 2 and 3, for which the lifetime has not been
extended, the annual fee is calculated using a "cap & floor" system:
Firstly, a minimum annual amount is set for three years.
-

if 38% x profitability margin > minimum amount: the basis for the distribution contribution
= 38% x profitability margin.

-

profitability margin = revenue - volume injected x variable costs - fixed costs

-

a degressivity mechanism is applied when calculating the distribution contribution.

Revenue is calculated based on Section 3 of the Appendix to the Act of 25 December 2016 amending
the Act of 11 April 2003, which takes into account the one-, two- and three-year futures prices and the
day ahead prices.
As a result, the revenue taken into account when calculating the margin (and therefore the fee due
from the power plant owners to the State) is impacted by the price increases on the wholesale markets.
The annual distribution contribution payable by the power plant owners will therefore also be
increased.
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In conclusion, for power plants for which the lifetime has not been extended, the increase in revenue
of the nuclear power plants will also result in an increase in the fee payable by the nuclear power plant
owners.
If the margin were to increase significantly, the 38% rate applied to the margin could be reviewed.
4.1.3.

Offshore wind farms

When considering the potential increase in profit margins for the owners of offshore wind farms, a
distinction must be made between the different wind farms. Not all farms benefit from the same
support mechanism from the federal government.
4.1.3.1.

The C-Power, Belwind, Nobelwind and Northwind farms

These wind farms benefit from two sources of income: state support granted under the Green
Certificate Mechanism and market income from the sale of the electricity produced.
State support for electricity production generated from the first 216 MW installed amounts to
€107/MWh and €90/MWh for the remaining production (Article 14, §1 of the Royal Decree of 16 July
2002).
With respect to market income from the sale of electricity, wind farm owners generally have a Power
Purchase Agreement (PPA) with a counterparty to whom they sell the electricity produced. In terms of
the revenue linked to the sale of electricity under the PPAs, a PPA's revenue can be linked to a fixed
price, follow the trend of market prices37 or change based on market prices limited by a maximum
price.38
The CREG is not yet in a position to comment on a possible and "extraordinary" increase in revenue
from the aforementioned offshore wind farms. This would require a detailed analysis after requesting
confidential information from the farms concerned. Analyses could possibly be carried out by the
CREG, at the request of the government, as part of its monitoring mission. It notes, however, that an
analysis of the profit margin of offshore wind farms must be carried out from the time the farm goes
into production and take its actual production into account. Furthermore, if the PPA provides for the
purchase of wind energy production at a fixed price or at a capped price, the "extraordinary" revenue
is captured, in full or in part respectively, by the buyer under the PPA. The CREG also recalls that wind
production was reduced in 2021.

37

Farms may have the option to "click" their price based on Endex quotations, one, two or even three years in advance, for
all or part of their production.
38
Farms may have the option to "click" their price based on Endex quotations, one, two or even three years in advance, for
all or part of their production, however the "clicked" price is capped at a maximum contract price.
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4.1.3.2.

The Rentel, Norther, Mermaid, Seastar and Northwester 2 wind farms

The federal support mechanism is different for the Rentel, Norther, Mermaid, Seastar and Northwester
2 wind farms.
In order to guarantee a minimum profitability for wind farms and to avoid windfall profits in case of
high electricity prices, the LCOE concept39 has been introduced. The minimum price of the green
certificates granted to guarantee the profitability of the farms corresponds to the difference between
the LCOE and the corrected reference price for electricity (set out in Article 14, §1 of the Royal Decree
of 16 July 2002).
In other words, federal support is variable and depends on the reference price for electricity:
-

if the reference price for electricity is high, the support will be lower;

-

if the reference price for electricity is low, the support will be higher;

The relevant reference price for electricity is the average of the Endex Cal+1 quotations for the year
preceding production.
The formula for calculating the price of green certificates also takes into account income from the sale
of guarantees of origin and network losses. The formula applied is therefore as follows:
minimum price = LCOE - [(reference price for electricity x (1 - correction factor) + value of
guarantees of origin) x (1 - network loss factor)].
Given the variability of the support mechanism, the risk of excessive income is limited (or even
eliminated).
The CREG also points out that the support mechanism is financed by consumers through the offshore
surcharge. Consequently, the increase in the electricity price will have repercussions on the offshore
surcharge, the expected increase of which in the coming years will therefore be reduced accordingly.
4.1.4.

Onshore wind farms

The support mechanism for onshore wind power falls under the competence of the regions. The CREG
therefore refers to the regions for any analysis in this respect.
4.1.5.

Hydroelectric generation

The CREG refers to the regions for any analysis in this respect.
4.1.6.

Flexible units

In the current context of rising prices on the electricity markets, the CREG also notes greater volatility
in balancing prices on the Elia grid, as shown in figure 51. A more volatile balancing market is an
opportunity for flexible units, both for demand response, pumped storage and flexible generation units
(open cycle gas turbine, etc.). The CREG is not yet in a position to comment on a possible and

39

The LCOE can be calculated by first taking the net present value of the total cost of constructing and operating the energy
production asset. This figure is then divided by the total electricity production over its lifetime.
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"extraordinary" increase in revenue from such units. This would require a detailed analysis after
requesting confidential information from the operators of the units concerned.
Figure 51: Price trend on Elia's balancing market

Source: CREG analysis

4.2.

GAS MARKET

4.2.1.

Producer profits

There is no natural gas production in Belgium. The producing countries of the natural gas used in
Belgium are mainly Norway, the Netherlands, Qatar and Russia. Natural gas exploration and
production costs are not linked to gas prices on the international markets. In contrast, the vast majority
of supply contracts to Western European countries are linked to the price of gas and separated from
the price of oil. Foreign-based production companies are therefore the main beneficiaries of the
current surge in gas prices.
4.2.2.

Opportunities to develop biogas

Given the size and population density of the Belgian territory, biogas has a limited potential in Belgium.
However, this potential is estimated at 15.6 TWh, which is about 8% of current natural gas
consumption in Belgium, which was 190 TWh in 2020. The biogas sector is still underdeveloped in
Belgium compared to other European countries such as Germany, Denmark, Sweden and France.
Currently, regional regulations seem to favour the use of biogas in on-site electricity production via
cogeneration through a green certificate mechanism. This would explain the limited number of
projects for injecting biomethane (clean biogas) into the grid and the limited percentage of service
stations offering bio-CNG (less than 2% in Belgium compared to an average of 20% across Europe). The
current increase in natural gas prices, mainly observed until the summer of 2022, is not expected to
be enough to stimulate the launch of new projects for the injection of biomethane into the grid and/or
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bio-CNG stations. Support measures are still needed to stimulate the biogas sector further, which
would also contribute to achieving Belgium's climate objectives at a European level.

5.

RECOMMENDATIONS ON THE MEASURES TO BE
TAKEN TO LIMIT THE IMPACT OF PRICE INCREASES ON
THE FINAL CONSUMER

5.1.

MEASURES TAKEN IN EUROPEAN COUNTRIES

In the context of the rise in wholesale prices on the gas and electricity markets, the CREG wanted to
analyse the various possible measures to limit the impact of this increase on the final consumer. Within
this framework, the CREG launched a survey among its European colleagues to identify the various
measures being taken or prepared by their governments, to limit the impact on the final consumer.
The CREG supplemented this survey with a search in the specialised press.
Several national regulators raised their concerns at a CEER Board of Directors meeting and at the ACER
Board of Regulators. In this context, CEER and ACER have decided to collect additional information
from national regulators to gain a better assessment of the situation in Europe. A two-stage approach
will be used to collect the relevant data. As a first step, national regulators have been asked to answer
3 questions by 17 September 2021.40 Subsequently, on the basis of the questionnaire prepared by the
CREG, the CEER will post a more detailed survey online.
This chapter summarises the interim results of the CREG's survey of its European colleagues.
5.1.1.

Measures taken to support the final consumer

5.1.1.1.

General objective

On 14 September 2021, the Spanish government said that its intention was to help bring 2021
residential consumer bills to the same level as in 2018.
5.1.1.2.

VAT Reduction

The Spanish government has temporarily reduced VAT on electricity from 21% to 10% for consumers
with less than 10 kilowatts of contracted power in an attempt to limit the impact of rising prices. The
new regulation will apply until the end of the year and as long as the monthly wholesale market price
is above €45/MWh (currently €82.5/MWh). SMEs with a power output of less than 15 kW will also be
able to benefit from this reform. In the case of low-income consumers, also known as vulnerable
consumers, VAT will also be reduced from 21% to 10%. But, unlike the rest of the population, they will

40

1) How do you evaluate the current situation in the electricity and gas wholesale markets? Since when have you observed
these increases and which consumers were impacted? Do you assess recent price movements as critical and perdurable?
Please explain your answer (e.g. using statistics and market data, if available)
2) Are there any expected economic consequences for energy consumers and producers in the short-term and mid-term? If
yes, can you please indicate the estimated magnitude?
3) Do you believe that the price movements justify any regulatory reaction (or from other institutions) and why?
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benefit regardless of the power they have contracted and the behaviour of the electricity price in the
second half of 2021.
Among the action levers being considered by the French government is the reduction of VAT on
consumption from the current rate of 20% to 10% or even 5.5%, but no decision has yet been taken to
our knowledge.
5.1.1.3.

Decrease in the contribution to renewable energy

In Germany, the major parties are calling for the abolition of the EEG surcharge - the tax that electricity
consumers pay with their electricity bill to help fund renewable energy. The timing is right for the
removal of the tax, as rising wholesale electricity prices are driving down the costs of supporting
renewables: the more expensive green electricity can be sold, the less support is needed to achieve
the fixed feed-in tariffs. In addition, more and more facilities are ceasing to benefit from the
guaranteed support for 20 years, reducing the overall need for support, and the new CO2 price on
transport and heating fuels is bringing in additional revenue to the federal budget. For the German
regulator, the higher the wholesale market prices, the lower the EEG surcharge should be (because
less compensation is needed for renewable assets).
One of the action levers being considered by the French government is a reduction in the domestic tax
on final electricity consumption (TICFE), which finances support for renewable energies, which, with
the current prices, need less support. No decision has yet been made to our knowledge.
5.1.1.4.

Reduction in other taxes and other measures

The Spanish government plans to reduce its tax on electricity from 5.11% to 0.5%, the minimum
allowed by regional legislation. This special tax is collected by the State and transferred to the regional
governments. If the tax reduction is ultimately approved, the government will have to compensate the
regions for the loss of revenue.
The Portuguese regulator is considering a mechanism whereby the distribution tariff and the surcharge
for financing renewable energies would constitute a buffer that could adapt to the increases observed
on the energy market in order to avoid excessive increases in the regulated tariff.
On 23 September 2021, the Italian government decided to eliminate the gas infrastructure costs for
all consumers, and the electricity costs for families and small businesses for the last quarter of 2021.
Infrastructure costs include subsidies for renewable energy.
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5.1.1.5.

Subsidy for all residential customers to offset rising energy prices

Greece has introduced a subsidy of €30/MWh for the first 300 kWh consumed per month by lowvoltage residential and low-voltage commercial consumers. The total budget for the action will be 150
million and will be implemented during the last 4 months of 2021 (September, October, November
and December).
5.1.1.6.

Allocation of the sale of CO2 emissions permits

The Spanish government plans to use a €900 million surplus from the sale of CO2 emissions permits to
reduce consumer bills.
The German coalition government has decided to use the revenue from the new German CO2 price in
transport and heating, as well as additional funds from the federal budget to contribute to the tax
reduction.
5.1.1.7.

Measures taken for low-income consumers

In Portugal, Prime Minister António Costa's government has taken steps to tackle the problem by
applying automatic reductions to electricity and gas bills for low-income residents.
Among the action levers being considered by the French government is extending the base of
beneficiaries of the energy voucher (a scheme to help the most vulnerable consumers) and/or an
increase in its amount. On 15 September 2021, the French government announced that 5.8 million
low-income households in France, who currently benefit from the energy voucher, will receive an
exceptional voucher of €100 to help them pay their energy bill, in the face of the current price increase.
Eligible households will not have to take any steps and will receive this exceptional aid by letter in
December, regardless of their heating method (electricity, oil, gas).
The Greek government is considering changes to the residential social tariff programme for electricity
so that more low-income consumers can benefit from it. The government is also considering increasing
the percentage discount under this program to minimise the impact of price increases on low-income
consumers.
In England, as well as being encouraged to change supplier to get a better deal if possible, vulnerable
consumers can access some existing support if they cannot pay their bills. Customers can benefit from
extra help such as affordable debt repayment plans or payment breaks, emergency credit for prepayment meters and £140 off bills through the Warm Home Discount. However, these are mechanisms
that were already in place, not newly introduced ones.
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5.1.1.8.

Measures on regulated prices

In France, each year, the Commission de Régulation de l'Energie (CRE) is required to adjust the
regulated tariff, to which some 23 million French people still subscribe, in line with the actual supply
costs of electricity suppliers. If prices remain at their current level, the regulated electricity rate could
rise by 8% to 10% on 1 February 2022. In order to avoid this, two scenarios are being considered. The
first would be to increase the ceiling for nuclear energy sold at the regulated ARENH price, in order to
temper the rise in prices. This idea, which has long been supported by the CRE, seems difficult to
implement without the approval of the EU, according to several sources. However, the French
government has failed to do so in recent months, while negotiating the reform of EDF. The alternative
would be to make a fiscal gesture in favour of electricity, by passing on some of the savings generated
on public subsidies for renewable energy to consumers. Due to the price rises on the wholesale
electricity markets, the wind and solar contracts signed by the State should in fact cost 3 billion less to
the public finances in 2022 than in 2021.
In Spain, the government plans to limit the increase in the last resort rate from a projected 40%
increase to 5% for both the fourth quarter of 2021 and the first quarter of 2022.
5.1.1.9.

Measures taken in terms of price caps and changes in capped prices

In the United Kingdom, a cap on electricity and gas bills came into effect in January 2019 and is
designed to protect consumers from unfair pricing by ensuring suppliers only pass on legitimate costs.
However, this cap follows the trend of wholesale prices on the energy market. The energy regulator,
Ofgem, calculates the cap using a formula that includes wholesale energy prices, network costs and
the costs of government policies such as renewable energy subsidies. Based on rising prices on the
energy markets, from 1 October 2021, the price cap will increase for the 15 million customers it
protects. Standard rate customers paying by direct debit will see their bill increase by £139 (€163) from
£1,138 (€1,332) to £1,277 (€1,495) per year. Prepayment customers will see an increase of £153
(€179), from £1,156 (€1,353) to £1,309 (€1,532). The price cap was originally due to end in 2023, but
the government said last month that it would prepare legislation to allow it to continue beyond that
date.
5.1.1.10.

Measures taken in terms of communication

In Greece, a press release on measures to be taken was published by the Ministry of Energy to address
the high prices.
In England, 26 suppliers, covering over 90% of customers, have signed new commitments to help
customers worried about paying their energy bills this winter. These commitments have been
developed in conjunction with Ofgem and the trade body EnergyUK, and include pledges to raise
awareness of the "Warm Home Discount".
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5.1.2.

Measures taken to reduce end-customer consumption

In Portugal, the new legislation also provides for an investment of €300 million per year to improve
the insulation of buildings, with the aim of renovating 69% of the country's building stock by 2050.
In Luxembourg, as part of the recovery from the COVID-19 crisis, energy renovation grants have been
increased by 50% for renovation projects between 20 April 2020 and 31 December 2021.
5.1.3.

Measures taken on taxation to reduce wholesale prices on the national market

The Spanish government has temporarily abolished the 7% production tax, which may automatically
cause wholesale electricity prices to fall by 7%.
5.1.4.

Measures taken at regulatory level

In Greece, the Energy Regulatory Authority (ERA) proposed greater transparency in electricity
contracts, so that consumers are informed of price adjustments. Suppliers objected in a public
consultation to almost (but not all) of the proposed changes. However, the incumbent PPC accepted
the proposal to have at least one fixed price offer per consumer category, the company also agreed
the removal of cancellation fees for variable contracts, and the provisions that would oblige suppliers
to inform consumers in case of a significant increase in their final bill due to price rises on the wholesale
markets. Consumers and consumer organisations (including industrial consumer organisations)
overwhelmingly supported the ERA proposal during the public consultation. The Energy Regulatory
Authority will evaluate the comments of all parties and make a final decision in October 2021.
5.1.5.

Measures taken to capture extraordinary revenue from certain market participants

The Spanish government plans to take hundreds of millions of euros of windfall profits from
hydroelectric and nuclear producers who benefit from high carbon and electricity prices. The measure
would introduce forward power purchase agreements from large generators to small distributors and
consumers through a series of auctions organised by the regulator. Operators will be required to offer
annual futures contracts for 25% of each power plant's output, based on a ten-year average. The
mechanism will include a reserve price calculated between the companies themselves and the
regulator. The first auction would take place this year and 15.8 TWh would be auctioned.
The Spanish government has also provided for a temporary mechanism to recover 96% of the revenue
from the electricity market when the gas price is above €20/MWh until the end of March 2022. The
mechanism applies to all "non-CO2 emitting production". This measure could bring in 2.5 billion euros
by the end of the year, which the regulator will use to offset the costs of the discounts granted to final
consumers. The renewable energy association, the APPA reacted to this measure. For them, this
measure means that many wind and photovoltaic projects with agreed prices or power purchase
agreements will lose money with every MWh they supply to the grid. For the APPA, under such
circumstances, hundreds of units in Spain would have to either operate at a loss, break their contracts
or stop production while the temporary measure, which runs until the end of March 2022, is in place.
According to the APPA, the main impact could be on the rate of new facilities and investor confidence.
The Spanish government has also confirmed an amendment to its water law to avoid speculative
emptying of hydroelectric reservoirs.
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5.1.6.

Requests made to the European Union

Spain has asked the EU to support measures to limit the rise in electricity prices. It highlights the cost
to consumers of the EU's strategy to reduce carbon emissions. Spain has called on the EU to take action
to cap electricity prices rather than allowing tariffs to be determined by the highest prices that the
markets are willing to pay. Currently, these so-called marginal costs reflect the price of natural gas and
carbon trading schemes rather than cheaper renewable energies. Spain believes that the rules
governing how the market operates, which were drawn up when there was less of a difference
between technologies should be reviewed. In addition, Spain is concerned that the Commission's
proposals to extend the emissions trading scheme to transport and households are politically
unsustainable because of their impact on the middle and lower classes.
5.1.7.

Measures taken in relation to the oil sector that could be transposed to the energy
sector

In Portugal, on 14 July, the Government proposed a bill that allows it to act on fuel price margins, to
avoid "questionable increases" and to ensure that price decreases are felt by consumers. The
Environment and Climate Action sector must propose a statutory instrument that allows the
Government to act on retail fuel margins, so that the fuel market reflects its real costs. The aim is that
whenever there is a fall in commodity prices, it is felt by and passed onto consumers rather than being
appropriated by fuel price margins, also avoiding sudden and potentially unjustified increases.
According to a study by the National Energy Sector (ENSE) published on 14 July, suppliers' margins at
the end of June were 36.6% higher for petrol and 5% higher for diesel than the average margin in 2019.

5.2.

MEASURES ANALYSED FOR BELGIUM

Based on its survey of its European colleagues and the specific characteristics of the Belgian market,
below, the CREG analyses the various possibilities for reducing the impact of electricity and gas price
increases on consumers. Their potential implementation will depend on the political decisions made.
5.2.1.

Measures to support vulnerable consumers

5.2.1.1.

Extension of the beneficiaries of the social tariff (ST)

Following the health and economic crisis, the government has extended the scope of the social tariff
to the beneficiaries of preferential reimbursement (BIM). This measure came into effect on 1 February
2021 and will expire on 31 December 2021. Unlike the "conventional" social tariff, which is financed
via the federal contribution, the BIM extension is financed via an allocation from the federal budget
and mainly affects low-income households.41 This measure doubles the number of beneficiaries of the
social tariff for the period in question. Through the social tariff, around 900,000 households (or 17.8%)
are therefore protected from the significant rise in electricity and natural gas prices (Figure 52).

41

Individuals with an annual income of less than €20,763.88, plus €3,844 per dependant
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Figure 52: Development in the total number of families and those entitled to the social tariff
Total number of
families
Q1 2020
Q1 2021
Q2 2021

Families with social
rate entitlement

4.977.049
5.017.195
5.025.044

Families with social
rate entitlement (in %)

424.943
871.301
894.172

8,5%
17,4%
17,8%

Source: FPS Economy, CREG calculations

The social tariff substantially reduces the rise in energy prices, in particular with the capping
mechanism. As of August 2021, the social tariff allowed beneficiaries to pay 27% less for their electricity
than the average price (Figure 53). For natural gas, the reduction was much higher, at 64% compared
with the average tariff (based on standard consumption profiles of 3,500 kWh/year for electricity and
23,260 kWh/year for natural gas) (Figure 53).
Figure 53: Comparison between the average price and the social tariff in August 2021

Electricity
(consumption of
3,500kWh/year)

Natural gas
(consumption of
23,260 kWh/year)

1,014

1,609

Social tariff (all-in) (€)

744

576

Social tariff reduction (€)
compared to the average
price

270

1,033

% social tariff reduction
compared to the average
price

27%

64%

August 2021
Average price (all-in) (€)

Source: CREG

The extension of the ST to BIMs is currently scheduled to end on 31 December 2021. Thus, almost
450,000 households (which is nearly 9% of Belgian households) will lose their entitlement to the social
tariff and revert to a "conventional" contract, i.e. a contract in which the price of the energy
component is fixed freely by the supplier in accordance with prices on the wholesale markets.
The expectation is that the increase in the bill for these households will be extremely high. Indeed,
there is no indication at this stage that prices will come down by January 2022, quite the contrary. If
they remain high, the "conventional" contracts awarded at that time to customers who lose their
entitlement to the social tariff will be based on high prices. With the capping mechanism, the social
tariff is only moderately affected by price increases, which is not the case for "conventional" tariffs.
Based on the data currently available to it, the CREG has estimated the budgetary cost at €193 million
for the extension until the end of March 2022, €241 million for the extension until the end of June
2022, and €341 million until the end of 2022.
The CREG advocates, in particular as part of the work of the platform for combating energy poverty
carried out within the King Baudouin Foundation, a structural extension for granting the social tariff
based on an income criterion.
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5.2.1.2.

Energy vouchers for social tariff recipients

Following the example of France, another possibility would be to give energy vouchers to consumers
receiving the social tariff (see also measure 5.2.2.2).
As explained in section 2.2.1, the social tariff for natural gas remains at low levels, despite the rise in
prices and due to the capping mechanism (following the fall in prices in the first half of 2020). In
October 2021, the social tariff was still below its January 2020 level. Despite the increase, it is still at a
relatively low level compared to historical levels (see Figure 54).
Figure 54: Development of the average all-in price of natural gas and the social tariff (consumption of 23,260 kWh/year)

Source: CREG analysis

The situation is different for electricity. The social electricity tariff was at an all-time low between July
and September 2020. Since then, it has gradually risen again, following the increase in electricity prices.
In the fourth quarter of 2021, it will be at its highest level in over 10 years (in absolute terms, i.e.
excluding inflation).
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Figure 55: Development of the average all-in price of electricity and the social tariff (consumption of 3,500 kWh/year)

Source: CREG analysis

If such a measure were to be introduced, it would be preferable to implement it for electricity rather
than for gas, depending on the budgetary means available.
The CREG also points out that if such a measure were to be envisaged, it should certainly not replace
the social tariff. Indeed, a voucher system instead of the social tariff would not guarantee that the
beneficiary would get a good price for their energy, unlike the social tariff. This could result in some
beneficiaries being left with the expensive products in the suppliers' offer, absorbing the benefit of the
voucher, which may not ultimately allow them to see their energy costs actually reduced.
5.2.1.3.

Quality housing in terms of energy

In the long term, in order to combat the energy wastage and energy-intensive domestic installations
with which many households, especially vulnerable households, are confronted, it would be
worthwhile for the competent authorities to consider the value of taking measures with regard to
homeowners, especially owners of rental properties. For example, the possibility of requiring owners
to rent out only properties with an energy footprint below a certain level could be explored.
5.2.1.4.

Facilitate access to the social tariff

The CREG, which is a stakeholder in the King Baudouin Foundation's energy poverty platform, supports
all measures that facilitate access to the social tariff for those entitled to it. These include the following:
i.

allowing the FPS Economy to access the individual files of non-automated cases and make
changes to them;

ii.

standardising the certification forms for better readability and interpretation;

iii.

improving the use of the national registry number.
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5.2.1.5.

Set out the regulatory framework for the commercial offer to be applied if the social tariff
entitlement is lost

In the event that the consumer loses their entitlement to the social tariff, the CREG asks the supplier
to offer the consumer the following options:
-

continue the original supply contract that was in force before the application of the social
tariff, without any change in the conditions and provided that it has not expired;

-

allow the consumer to choose between its cheapest fixed price or variable price product.
In any case, the new contract must provide for monthly payments and the option to
contact customer services by telephone.

If the consumer fails to act, the supplier will apply the most advantageous commercial offer from the
options listed above.
The CREG considers that the supplier must inform the customer of the change from the social tariff to
a commercial tariff in accordance with the information provisions and within the notice periods
stipulated in its general terms and conditions of sale.
In this communication, the supplier must clearly inform the customer that they can choose between
their original supply contract (provided it has not expired), the cheapest fixed price product or the
cheapest variable price product. The supplier must also refer to the Act of 22 January 1945 on
economic regulation and prices (Belgian Official Gazette of 24 January 1945), so that the consumer can
make a well-informed decision.
The supplier must also inform the consumer that they can enter into the commercial contract of their
choice, with the supplier of their choice, and to this end, will refer to regional price comparison
websites and to commercial price comparison websites that have been awarded the CREG label.
Finally, the supplier must explicitly state in its communication that, if the consumer fails to act, it will
apply the cheapest commercial offer available at the time the contract is concluded. This contract will
have to provide for monthly payments and the option to contact customer services by telephone.
5.2.1.6.

Ensure that the social rate remains lower than the commercial rate

As explained in section 2.2.1, the social tariff is established based on the lowest commercial tariff
offered by energy suppliers in the month preceding the quarter to which it applies. Consequently,
when prices start to fall, this fall will only be reflected in the calculation of the social tariff after a delay
of between 1 and 3 months.
In addition, the "carry forward" provision introduced in 2020 as a corollary to the caps will reduce the
impact of the price decrease on social tariffs. Depending on the extent of the reduction, social tariffs
could even continue to increase within the limits of the caps.
It must be ensured that this "carry forward" provision introduced in 2020 does not result in the social
tariff becoming higher than the commercial tariff. The relevant articles of the Ministerial Decrees of
30 March 2007 should be adapted to avoid these potential adverse effects.
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5.2.2.

Measures to support households

5.2.2.1.

Reduction of VAT to 6%.

VAT currently stands at 21% on all components of the electricity and natural gas bill, with the exception
of the federal contribution, the Walloon Region's connection charge and the levy to finance the Flemish
energy fund.
In order to reduce the increase in consumers' electricity and natural gas bills, some advocate lowering
the VAT rate to 6% (the rate which is applied to basic necessities). This measure was previously applied
to electricity between April 2014 and September 2015.
Considering that the September 2021 prices are representative of the average prices for the whole
period during which the VAT reduction would be applied, as shown in Figure 56, the reduction in a
household's bill would amount to €216/year for average natural gas consumption (23,260 kWh/year)
and €131/year for average electricity consumption (3,500 kWh/year).42 These amounts are valid as
long as the VAT reduction is reflected in the price to consumers. Thus, any possible VAT reduction
should be supported by a mechanism to monitor/ensure that the reduction is passed onto consumers
and does not result in an increase in suppliers' margins. In 2014, suppliers did not reflect the VAT
reduction in their margins due to the safety net mechanism and the monitoring of electricity prices by
the CREG.
Figure 56: Annual impact on electricity and natural gas bills, taking into account average prices in September 2021 43

September 2021

Natural gas

Electricity

(23,260 kWh/year)

(3,500 kWh/year)

Average price with 21% VAT

€1,739

€1,055

Average price with 6% VAT

€1,523

€924

€216

€131

Reduction, on an annual basis, of
the average price if VAT is reduced
to 6%.
Source: CREG

It should be noted that a VAT reduction measure would apply uniformly to all consumers without
differentiating between those who are more severely affected by price increases and those who are
not.
Moreover, the assessment of the actual impact of the VAT reduction on the final consumer must take
account of the automatic indexation mechanism for wages and social benefits which we have in
Belgium.44 Indeed, the repercussion of the VAT reduction on electricity and natural gas would be a
slowdown in the exceeding of the pivot index, and consequently a slowdown in the indexation of social
benefits and wages. According to the data collected from the Federal Planning Bureau, the VAT
reduction on electricity and natural gas would delay exceeding the pivot index by 3 to 4 months on
average (and thus the indexation of social benefits and wages, one and two months later respectively).
Thus, the benefit of a VAT reduction for households will depend on the amount of their energy bill in
42

For a household benefiting from the social tariff, the VAT reduction from 21% to 6% would represent, on the basis of the
social tariff applicable from October 2021 to December 2022, an annual reduction in the tariff of €77 for natural gas
(consumption of 23,260 kWh/year) and €97 for electricity (consumption of 3,500 kWh/year)
43
Estimated on the basis of constant prices throughout the year.
44
Belgium is the only country that has such a system at European level.
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relation to their income. A VAT reduction would only have a positive effect on a consumer whose bill
is proportionately very high in relation to their income or social benefits. Conversely, a consumer who
has a modest bill in relation to their income or social benefits will be penalised by a VAT reduction on
energy bills which will not compensate for their loss of income due to a postponement of indexation.
A more detailed analysis of the redistributive effects could possibly be carried out in partnership with
the Federal Planning Bureau.45
Such a measure will have a positive impact on businesses because of its impact on the wage bill. It was
in fact to boost business competitiveness and employment that the government decided to implement
the VAT reduction in 2014.
In terms of evaluating the budgetary impact of this measure on State revenue, the CREG does not have
exact data to establish this, as VAT revenue is collected at the Finance level. In order to calculate the
real impact, the many other indirect effects of such a measure on government revenue (slowdown of
the indexation of social benefits and salaries of staff employed by the public authorities, increased VAT
revenue on other consumer goods, etc.) would need to be taken into account. In particular, if the VAT
reduction should be selected as a measure, the CREG recommends that this VAT reduction is supported
by a mechanism to monitor/ensure that the reduction is passed onto consumers and does not result
in an increase in suppliers' margins.
Finally, we should mention that another option that could be considered is a VAT reduction on a
maximum consumption bracket. If selected, this option should be further investigated in terms of the
consequences it would have on household typologies (number of households in energy poverty
affected, level of consumption, ...). The effects can be expected to be the same, but in different
proportions. Thus, the effect of the measure on delaying the indexation of social benefits and wages
will be more or less significant depending on the level of the maximum bracket chosen. Similarly, the
budgetary impact for the State will be different depending on the consumption bracket chosen. It
should also be noted that, if this option were to be considered by the government, it would have to be
subject to a legal analysis of its feasibility in terms of European law on the partial aspect of this VAT
reduction.
5.2.2.2.

A "ratchet" mechanism on excise duties

Another option would be to introduce a "ratchet" mechanism46 which would consist of reducing certain
taxes and surcharges (offshore surcharge, etc.) at federal level47 if electricity or gas prices rise above
certain thresholds.
While different implementing arrangements can be considered, the principle would be that when
energy prices fall below certain threshold(s), the tax increases. Conversely, when energy prices rise
above certain threshold(s), the tax decreases.

45

It should also be noted that the impact will be different depending on the household consumption profile, particularly for
those who have made energy-saving investments.
46
Principle equivalent to the ratchet mechanism on heating oil
47
Italy has implemented an equivalent mechanism by announcing that it is removing infrastructure costs, which include
renewable energy subsidies, for the last quarter of 2021.
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It should be stressed from the outset that the principle of such a mechanism is in line with the work
currently being carried out by the federal government, through a joint initiative of the Minister for
Energy and the Minister for Finance, to replace the various federal surcharges that finance the
development, particularly of offshore wind farms and CRM, with an excise mechanism. Although the
primary objective of the reform envisaged by the government is to ensure that, in accordance with the
government agreement, the federal share of the bill does not increase on 1 January 2022, the CREG
notes that this reform would provide the federal authorities with a new tool that would enable them
to react in a more agile manner to an increase in the energy component than at present.
Thus, this excise mechanism could, for example, make it possible to reduce the federal share of the
electricity bill more substantially and temporarily in order to offset (part of) the increase in the energy
component, without requiring an amendment to several articles of the Electricity Act and the
implementing decrees which currently govern the method of calculating these federal surcharges.
As for the effects of a ratchet mechanism, these would obviously depend on the levels of the energy
price thresholds to be determined and the level of excise reduction to be applied.
This would reduce consumers' electricity and gas bills in the current context of rising prices. As with
the VAT reduction, an impact on the indexation of social benefits and wages, and consequently
business costs, would also be expected.
5.2.2.3.

Targeted vouchers for households

In order to support the buying power of households faced with rising prices, some also propose
granting "energy vouchers".
Such a voucher would be granted to households to cope with their increased energy bills in the
exceptional context of rising prices. This could take different forms. For example, it could be a voucher,
the amount of which is based on household income or a voucher where the amount is the same for all
households regardless of their income level. The level of the voucher and its scope could also be
adjusted in accordance with the budgetary resources provided by the federal government.
Unlike the VAT reduction, such a measure would have no direct impact on wage indexation. However,
like the VAT reduction, it would not take into account the fact that the cost of the measure helps
households in a similar way, regardless of the price of their energy contract. Thus a household that
entered into a long-term fixed price contract in the second quarter of 2020 when prices were
particularly low could benefit from this voucher even though they would not see an increase in their
energy bill until their fixed price contract expires. To date, the CREG does not have any information on
the number of households with a long-term fixed price contract that are not affected by the price
increase.48 Nevertheless, it believes that this is a limited number of households.
If this measure were to be considered by the government, further simulations and analyses of the
possible arrangements would have to be carried out beforehand.

48

This could possibly be subject to an analysis based on data collected from suppliers.
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5.2.3.

Energy price cap

As was the case in 2012, a price freeze could be considered. This would mean that in all price formulas
with a variable price, the value of the indexation parameters would be capped at the level of a
reference month. The price freeze would introduce a maximum price level, allowing for price
reductions based on the actual movement of the indexation parameters.
However, the CREG considers that this measure transfers a significant economic risk to the suppliers
and risks some of them disappearing from the market, with a negative effect on competition and
ultimately on prices. The CREG therefore does not recommend this measure.
5.2.4.

Regulatory measures for suppliers

The CREG is in favour of greater transparency in electricity and natural gas contracts, so that consumers
are informed of price adjustments. The CREG is also in favour of increased competition and ensuring
that the final consumer can make their choice with the best possible information, and limiting the
formulas authorised for indexed price offers. However, it is important to analyse the opportunity
within the framework of the liberalised market. In the supply of domestic and small business
customers, the CREG notes an increase in the number of tariff formulas by suppliers. This increase in
the number of tariff formulas makes it progressively difficult for the final consumer to compare offers.
This is especially true for variable price offers. As previously mentioned, ideally, indexed price formulas
should only depend on one parameter, "market indexation" + Y (c€/kWh), have the same indexation
frequency, preferably quarterly to allow a smoothing of prices for the final consumer and use the same
market reference for the indexation (example for electricity: average price on EPEX Spot). This would
allow greater transparency in the prices offered by suppliers and allow a better comparison of offers
for consumers.
In addition, the CREG will analyse the need to launch controls on energy suppliers' margins, to avoid
"questionable increases" and ensure that, when market prices fall, the decrease is felt by consumers.
The aim is that whenever there is a fall in gas or electricity prices on the wholesale markets, it is passed
onto consumers rather than being appropriated by suppliers' margins, also avoiding sudden and
potentially unjustified increases.
5.2.5.

Measures to reduce consumption

In addition to the recommendations made in point 5.2.1 for quality housing, the CREG considers that
the cheapest and least polluting energy is that which is not consumed. The CREG therefore
recommends that long-term measures be considered to reduce energy consumption further. This is
mainly a regional responsibility.
5.2.6.

Communication from suppliers regarding the adjustment of monthly instalments

Given the significant increases in average prices for a number of consumers, in the absence of
government action to reduce consumers' bills, it would be appropriate for suppliers to warn consumers
of price movements and advise them that it might be a good idea to increase their instalments
(temporarily).
Some suppliers are already asking their customers to increase their instalments, others are offering to
do so. According to the CREG, the starting point in this respect should always be for the consumer to
decide whether or not to apply an increase and to determine the amount themselves, possibly based
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on information from the supplier and their personal budget. Therefore, payments should remain at
the initial level if the consumer does not explicitly agree to an increase. For its part, the CREG will
continue to monitor the situation and will endeavour to inform consumers of the possibilities but also
of the potential risks associated with their energy contract.
5.2.7.

Organisation of a major federal campaign to compare prices

The CREG believes that it would be appropriate to conduct a major federal awareness campaign to
make households and SMEs aware of the need to compare prices (similar to the "Dare to compare"
campaign carried out in 2012, which led to a significant change of suppliers), particularly when
electricity and gas prices start to fall.
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APPENDIX 1
Figure 57: Daily natural gas price trends on the TTF101 MA between 1 December 2006 and 22 September 2021

Source: CREG analysis

Non-confidential version

78/92

APPENDIX 2
Figure 58: Electricity, 3,500 kWh/year - Distribution of kWh (bar graphs) for a variable product (SLP) and a fixed product
(constant) with corresponding unit prices/month and cumulative annual bill (line graphs)

Source: CREG analysis
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Figure 59: Natural gas, 23,260 kWh/year - Distribution of kWh (bar graphs) for a variable product (SLP) and a fixed product
(constant) with corresponding unit prices/month and cumulative annual bill (line graphs)

Source: CREG analysis
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APPENDIX 3
Figure 60: Change in the average all-in electricity bill for households from April to September 2021

Source: CREG
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Figure 61: Change in the average all-in natural gas bill for households from April to September 2021

Source: CREG
Figure 62: Change in the average all-in natural gas bill for business customers from April to September 2021

Source: CREG
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Figure 63: Change in the average all-in electricity bill for business customers from April to September 2021

Source: CREG
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APPENDIX 4
Figure 64: Pound sterling - euro exchange rate trend

Source: CREG
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APPENDIX 5
Safety net mechanism and price freeze - 2012 to 2017
In the Government Agreement 49 of 1 December 2011, the Government expresses its concern about
the affordability of energy for both individuals and companies and of the proper functioning of the
energy market. The following passages in particular are included in the government 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
competitiveness of the companies and the civilians' purchasing power. …
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.
…"

The Act of 8 January 201250 makes fundamental amendments to the electricity and gas acts. The main
purpose of this Act is to transpose the Third European Energy Package, and in particular the European
Directives 2009/72/EC and 2009/73/EC into Belgian law. However, based on the numerous debates
over the course of 2011, the amendments and adjustments to the electricity and gas acts were not
limited to the simple transposition of the European regulations. One of these amendments was the
introduction of a safety net mechanism.
Introduction of the safety net
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 (SMEs) do not exceed
the average price of our neighbouring countries. In this regard, it is important to mention that the
energy price is comprised of various components51 and that the safety net mechanism only focuses on
the pure energy component.
The (F)120131-CDC-1134 study52 on the level and development of energy prices clearly answers the
government's question as to the extent to which Belgian energy prices differ from those in our
neighbouring countries.

49

Government Agreement of 1 December 2011: 2.6.2. Ensure secure, sustainable and accessible energy for all, p. 126.
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 transport of gaseous and other substances by pipeline (Belgian Official Gazette of 11 January 2012).
51 For a description and analysis of the various components of energy prices, we refer you to study (F)130926-CDC-1271 of
26 September 2013 on the components of electricity and natural gas prices.
Available at: http://www.creg.info/pdf/Studies/F1271FR.pdf
52 CREG, Study (F)120131-CDC-1134 of 31 January 2012 on the level and development of energy prices.
Available at: http://www.creg.info/pdf/Studies/F1134FR.pdf
50
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The working method53 developed by the consulting firm Frontier Economics in its studies 'International
comparison of electricity and gas prices for households'54 and 'International comparison of electricity
and gas prices for commerce and industry'55 is used as a benchmark for the foreign energy prices.
Figures 65 and 66 below compare the prices charged for both electricity and gas in November 2010 in
the following countries: Belgium, France, Germany, the Netherlands and the United Kingdom.
Figure 65: Comparison of electricity prices for a typical residential Dc customer (annual consumption of 3,500 kWh) November 2010

Source: Frontier Economics

The most important conclusion regarding the energy component is that Belgium occupies an
unenviable second place (i.e. the second most expensive country) in the ranking, with the United
Kingdom in first place. In France, individuals pay the lowest rate, which is the result of, among other
things, still strictly regulated end prices to consumers. In this context, in France, there is a strong
emphasis on the fact that all final consumers must be able to benefit from cheap electricity from
nuclear power plants.

53

The working method can be compared with that used by VaasaETT to calculate the Household Energy Price Index (HEPI).
The working method developed by Frontier Economics makes it possible to compare prices and bills between the different
countries based on the most representative contracts on the market.
The working method used by the Price Observatory (and the NBB) is more comparable to that of the calculation of the
Consumer Price Index (CPI) and covers the market more widely.
54
International comparison of electricity and gas prices for households – Final Report on a study prepared for the CREG,
October 2011.
Available at: http://www.creg.be/pdf/NewsOnly/111026-Frontier_Economics-International_Comp_HH_Energy_Prices.pdf
55
International comparison of electricity and gas prices for commerce and industry – Final Report on a study prepared for
the CREG, October 2011.
Available at: http://www.creg.be/pdf/NewsOnly/111026-Frontier_EconomicsInternational_Comp_CandI_Energy_Prices.pdf
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Figure 66: Comparison of gas prices for a typical residential T2 customer (annual consumption of 23,260 kWh) - November
2010

Source: Frontier Economics

At the end of 2010, Belgian residential consumers were paying the highest gas price of the five
countries included in the comparison. Compared to the UK, a Belgian customer paid 27% more for their
gas (= pure energy component).
The introduction of a safety net mechanism was already provided for by the Act of 8 January 2012. 56
Based on the above-mentioned (F)120131-CDC-1134 study, the safety net mechanism and the
legislation concerned were amended several times in 2012. Figure 67 provides a schematic overview
of the various steps involved in implementing the safety net mechanism

56

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 transport of gaseous and other substances by pipeline.

Non-confidential version

87/92

Figure 67: Schematic overview of the safety net mechanism

The CREG's monitoring mission was extended by the introduction of the safety net mechanism. A first
and very important step in the proper and serious execution of this new mission was the creation of a
database57 for every variable standard contract, as well as every new contract, including a complete
record of the working method for calculating variable energy prices, including the parameters and
indexation formulas used for this purpose.
As provided for in the legislation, the CREG consulted with all suppliers in order to reach a number of
practical agreements concerning the exchange of information for the creation and updating of the
database.
The aforementioned database was operational within the CREG on 21 March 2012, as had been
provided for in 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 monitor in detail the pricing formulas of all the contracts offered
on the retail market, focusing mainly on the correct application of the indexation parameters and the
justification of any price rises that are not linked to the simple application of the indexation
parameters, as provided for in the legal provisions on the safety net mechanism.
However, the entry into force of part of the safety net mechanism was postponed to 1 January 2013
by the Miscellaneous Provisions Act of 29 March 2012 and a temporary freeze on indexation of variable
gas and electricity contracts was introduced.58

57

The creation of such a database was provided for in §1 of article 20bis of the Electricity Act and in article 15/10bis of the Gas
Act and was to be completed by 21 March 2012 at the latest, i.e. 2 months after the Act of 8 January 2012 came into force
(Belgian Official Gazette of 11 January 2012).
58 The CREG has endeavoured to provide clear information on the temporary freeze of indexations for variable gas and
electricity contracts to the various market participants through its guidelines (R)120322-CDC-1147 of 22 March 2012.
Available at: http://www.creg.info/pdf/Richtlijnen/R1147FR.pdf
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Price freeze period
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 §§2 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).59 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.
Extract 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, ..."

Consequently, in practical terms, the price freeze meant that the value of the indexation parameters
was capped at the amount of March 201260 for all pricing formulas with 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 development of the indexation parameters. The correct application of the
aforementioned provisions was monitored based on the CREG database.
Figures 68 and 69 below provide an overview of the development of a number61 of indexation
parameters for electricity and gas in 2011 and 2012, in which the solid lines indicate value of the
parameters, taking into account the freeze level, and the dotted line indicating the actual value of the
parameters. The price freeze had a mitigating effect on the prices charged to the final customer for all
the parameters shown. Indeed, based on the dotted lines (= actual value of the parameters), it appears
that during the period from April to December 2012 inclusive, all parameters had a value exceeding
than the price freeze.

59

In the past, monthly indexation was used in variable standard 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. This discussion was brought to an end by the adoption
of an interpretive act (the Act of 1 July 2012 interpreting Article 108, §2, paragraph 2, first and second part of sentence 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 transport of gaseous and other substances by pipeline).
61 Figure 68 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 69 gas: Electrabel Customer Solutions (ECS) used Gpi and Igd indexation parameters on 1 April 2012, whereas Octa+
used the TTF101 indexation parameter. TTF103 is one of the indexation parameters used by Eneco
60
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Figure68: Development of electricity indexation parameters

Source: CREG analysis
Figure69: Development of gas indexation parameters

Source: CREG analysis
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The figures above show that the price freeze also had a significant impact on eliminating the volatility
arising from the monthly adjustment of the indexation parameters for variable contracts.
The Act of 29 March 2012 added an amendment to Article 20bis of the Electricity Act and Article
15/10bis of the Gas Act in addition to a temporary price freeze. §4bis, which aimed to promote energy
price representation, transparency and comparability, was added to both articles:
"§4bis: After 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 nondiscriminatory criteria and represent actual supply costs. …"

On 1 August 2012, and in application of Article 20bis, §4bis of the Electricity Act and Article 15/10bis,
§4bis of the Gas Act, the CREG provided the government with a proposed exhaustive list of the criteria
allowed with a view to lettering each of the suppliers develop indexation parameters for electricity62
and gas63. These proposals were developed after public consultation.
Based on these proposals, the variable energy prices charged to residential customers and SMEs can
only change 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.64
The government followed the CREG's proposals by enacting the Royal Decrees of 21 December 201265
and introduced a transitional period until the end of 2014 during which some suppliers could still index
gas prices based on the oil prices.
As set out in the Act of 29 March 2012, the temporary freeze on the indexation of variable gas and
electricity contracts ended on 31 December 2012 and the safety net mechanism itself came into full
effect as of 1 January 2013.
Safety net mechanism
As described above, the main objective of the safety net mechanism is to move energy prices for
households and businesses towards the average price in our neighbouring countries. However, by

62

CREG, Proposal (C)120801-CDC-1150 of 1 August 2012 of an exhaustive list of accepted criteria for the development of
indexation parameters for electricity by each supplier and various measures intended to guarantee the comparability,
objectivity, representativeness and transparency of energy prices offered to residential customers and SMEs in Belgium.
Available at: http://www.creg.info/pdf/Voorstellen/C1150FR.pdf
63
CREG, Proposal (C)120801-CDC-1151 of 1 August 2012 of 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.
Available at: http://www.creg.info/pdf/Voorstellen/C1151FR.pdf
64
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. In this context, the CREG stressed that such parameters hinder the proper functioning
of the market.
CREG, Study (F)100909-CDC-948 of 9 September 2010 on the quality of the Nc parameter.
Available at: http://www.creg.info/pdf/Studies/F948FR.pdf
CREG, Study (F)110428-CDC-1063 of 28 April 2011 on the quality of the parameters in the prices for natural gas.
Available at: http://www.creg.info/pdf/Studies/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.
Available at: http://www.creg.info/pdf/Studies/F1096FR.pdf and http://www.creg.info/pdf/Studies/F1183FR.pdf
65
Royal Decree 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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introducing the safety net mechanism, the government also wanted to tackle the problem of the
greater volatility of the energy prices compared to our neighbouring countries.66
It is therefore set out in §2 of Articles 20bis of the Electricity Act and Article 15/10bis of the Gas Act
that the indexation of variable standard contracts is limited to four times a year (always at the start of
a quarter) instead of the monthly indexations that were applied in the past.
§§4 and 4bis of Articles 20bis and 15/10bis set out the procedure to be followed for the CREG's
monitoring of the quarterly indexations. This monitoring ensures that the indexation formula is
correctly applied and that the indexation parameters used comply with the exhaustive list of criteria
as listed in the Royal Decrees of 21 December 2012
The CREG did not find any inaccuracies and/or infringements in its decisions for the years 2013 to 2017
with regard to the correct application of the indexation formula and the indexation parameters used.

66

The volatility of energy prices also has an important influence on inflation, which has been confirmed in the past by the
Price Observatory. For a more detailed analysis of the effect of the energy prices and in particular the safety net mechanism
on inflation, please refer to the NBB's "Annual Assessment Report of the Safety Net Mechanism for the Retail Prices for Gas
and Electricity".
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