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Overview of the Energy Markets in Belgium

Federal and regional Governments

From the early 1970’s, Belgium’s overall policy objectives have concentrated on security of
supply based on diversification of geografical sources and fuels, energy efficiency,
transparent and competitive energy pricing and environmental protection.

The regional governments of Flanders, Wallonia and Brussel Capital are principally
responsible for designing and implementing policies for energy efficiency, renewables, non-
nuclear energy research and development (R&D) and market regulation for the distribution
and supply of electricity and gas through distribution networks.

The federal governments is responsible for issues that need to be dealt with at the national
level, including electricity and gas tariffs, market regulation for large infrastructures for
storage, transport ad distribution of energy, the nuclear fuel cycle, and R&D in both nuclear
fusion and fission.

Division of Responsibilities for Energy Policy between
Federal and Regional Governments

Federal Government Regional Governments

Indicative programme for the electricity Distribution and transport of electricity through

Sector ; networks with a maximum voltage of 70 kV ;

Nuclear fuel cycle and related R&D Public distribution of gas ;

programmes as well as research in the Use of methane and blast furnace gas ;

Field of nuclear fusion ; District-heating equipment and networks ;

Large infrastructures for storage, Use of waste product reclaims from coal tips ;

Transport and production of energy ; New and renewable sources of energy ;

Setting tariffs. Recovery of waste energy from industry or
other uses ;

rational use of energy.

Federal-Regional Co-operation

The Cellule CONCERE/ENOVER (Concertation Etat-Régions pour [I'Energie/Energie-
overleg) is a formal forum for discussion on all energy matters. It became operational in
1992. Its main tasks are to:



% Gather information and promote information exchange between the regions and the
federal government and internationally.

% Support all policy measures, including those involving both federal and regional
authorities, in a spirit of internal cohesion and respect of the participants' responsibilities.

% Select representatives in Belgian regional delegations for international meeting.
The Cellule respects the autonomy of all parties. It gives advice and makes
recommendations, but these are not binding. Plenary sessions are held monthly. Several

working groups on thematic subjects have been created. The Energy Administration
provides secretarial assistance to the Cellule.

ENERGY SUPPLY AND DEMAND

Table ... : Primary Energy Consumption

Ktoe (PCI) 1973 1980 1990 2000 2003 2004 2005%
Coal 11.777 11.339 10.602 8.382 6.210 6.427 5.650
Oil 27.268 23.019 18.265 23.690 24.153 22.448 22.227
Natural Gas 7.162 8.935 8.191 13.405 14.441 14.610 14.705
Nuclear 20 3.270 11.132 12.548 12.345 12.328 12.401
Others (primary -50 -203 -297 413 580 707 578
electricity)

Renewables and - - - 516 631 687 726
waste

Total 46.177 46.360 47.893 58.954 58.361 57.207 56.287
(1) temporary

Source :SPF Economie, DG Energie

Graphic ... : consumption of primary energy by source of energy (1998-2005)
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Primary Energy Sources (%)

in % 2004 2005®
Coal 11,2 10,0
Oil 39,2 39,5
Natural Gas 25,5 26,1
Nuclear Energy 215 22,0
Others (Wind + Hydro +/- exp.) 1,2 1,0
Renewables and waste 1,2 1,3

(1) temporary
Source :SPF Economie, DG Energie

Enerqgy dependency

The rate of global energy dependency is defined as the ratio between net imports and gross primary energy
inland consumption of the country (international marine bunkers excluded). This rate went from 93,3% in 1973

t0 90,3% in 2004.

Rate of relative dependency in %
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Primary Energy Intensity

Primary Energy Intensity is defined as the ration between primary energy consumption and GPD
expressed in volume (prices of 1990).

Graphic 8: Primary energy intensity (1980=100)
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FINAL ENERGY CONSUMPTION

Graphic 9: Total Final Consumption by sector
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As far as total final consumption is concerned, oil remains the main energy source
(48,8%), then gas (27,6%), electricity (16,7%), coal (5,8%) and heat (1,1%) (data
2004) .



In the industrial sector, gas is the main source of energy (41,0%), followed by
electricity (28,2%), coal (18,0%), oil (9,6%) and heat (3,3%) (data 2004).

Graphic 10: Total Final Consumption by fuel 1998-2004 (ktoe)
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In the residential sector, oil remains the most used source of energy (39,0%), closely
followed by gas (37,1%), electricity (22,3%), coal (1,3%) and heat (0,4%) (data
2004).



ELECTRICITY

Gross Electricity Production

Table 6 : Structure of electricity gross production

in % of total gross production 2003 2004 2005%
Nuclear 56,0 55,4 55,2
Coal 11,4 10,7 9,8
Gas 27,9 27,9 28,7
Liquid combustible 1,2 1,9 1,9
Combustible renewables and waste 1,9 2,1 2,3
Hydro, wind, pumping stations 17 20 2.1

(1) provisoire
Source :SPF Economie, DG Energie
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Graphic 11: Structure of electricity gross production (GWh) 1998-2005
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Final Electricity Consumption

GWh

Graphic 12: Electricity consumption by sector 1998-2004
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Final Consumption

Industry
Transport
Residential
Other

1998 1999 2000 2001 2002 2003 2004

37395 37633 39868 39223 38933 39975 40317

1369 1404 1443 1467 1456 1494 1508

23388 23482 23738 24396 25921 26026 26543

11808 11989 12493 13055 12137 12186 12190

Balance of Electricity exchanges 1998-2005

Data 2005 to
be added

Trade of Electricity

GWh 1998 1999 2000 2001 2002 2003 2004 2005
Import 7828 9059 11645 15818 16658 14664 14567 14265
Export 6435 8207 7319 6712 9070 8254 6789 8024

Balance 1393 852 4326 9106 7588 6410 7778 6241

Source : SPF, Economie

Electricity Sector - Industry structure

- Generation

In 2003, the share of the three principal producers of electricity in the production
capacity installed in Belgium amounted to 14.793 MW, or 95 % of the total capacity :

Electrabel 82 %, SPE 10 % and EDF 3 %.

The remaining production capacity is ensured by the auto-producers and the
autonomous producers.




- Transmission

Ownership of Elia (31/12/2005):

Ownership (in %)

Stock Exchange (miscelleanous owners) 39,46%
Publi-T 30,00%
Electrabel 27,45%
Publipart 2,55%
Personnel 0,54%
Total 100%

Under the law of April, 29, 1999, the grid manager is entrusted with the following
tasks :

1° the running of the transmission grid and its maintenance ;

2° the improvement, the renewal and the extension of the transmission grid ;

3° the technical management of the electrical fluxes on the transmission grid and within
this framework, the co-ordination of the call by the production plants and the determination of
the use of the interconnections ;

4° safeguard the security, the reliability and the efficiency of the transmission grid

5° transmission on behalf of third parties.

The grid manager cannot commit himself to production activities or electricity sales.
Others than the sales compelled by his co-ordination activity as a grid manager.

Considering that the transmission function is not limited to the grids of which the
tension is superior to 70 Kv, the S.A. Elia (System Operator) may be entitled by the regional
authorities, to provide services for the running, the maintenance, the improvement, the
renewal and/or the administration of local transmission and/or distribution grids with tension
levels between 30 Kv and 70 Kv.

- Distribution

By virtue of regional decrees, the management of the local or regional transmission
grid (tensions from 30 Kv to 70 Kv) and/or distribution (tension inferior to 30 Kv) has been
ensured by the manager of the transmission grid and/or by the distribution grid managers
designated by the regional managers (government, minister, or regulation authorities
according to the concerned region).

In order to secure the independence of the distribution grid administrators and the
access to the grid on fair and non discriminatory terms, the regional decrees impose the
separation of the two grid management activities (purchase and sale), which previously were
executed by the intermunicipalities. The grid management especially comprises the running,
the maintenance and the development of the grid.

The distribution managers will no longer be able to supply the final eligible customers.
As to the supply to those customers who temporarily remained captives, it only will be carried
out within one entity if it develops clearly differentiated sectors

The regional decrees require that the capital of the distribution grid manager should
be held in majority by the municipalities and provinces.

In 2006, the number of distribution grid managers is as follows : :
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- Flemish Region 116
- Walloon Region 114
- Region of Brussels-Capital : 1

It should be noticed that five of these managers exercise their activities within more
than one region.

- Supplies
The sales of electricity to the final eligible customers, who are connected to the
transmission grid or to the distribution grids, must be ensured by a supplier, holder of a

supply permit, delivered by the minister in charge for energy or, with regard to the Flemish
Region by the regulation's authority.

Decentralised Electricity Production
(to be completed)

Liberalisation of the electricity market

a) General context

In Belgium, under the special act of 8th August 1988, the federal government is responsible
for “matters which, owing to their technical and economic indivisibility, require equal
treatment at national level”. This includes a.o. the tariffs (e.g. for using the transmission and
distribution networks), the production and the transmission of electricity at a voltage level
above 70 kV.
The federal law of 29th April 1999 transposing the EU Directive 96/92 into Belgian law was
published in the Official Gazette on 11th May 1999. This law defines the general framework
for the opening of the Belgian electricity market, being put into effect in stages through
different executive decrees.
The text adopted includes all the directive® essential clauses and supplements them on
numerous points.
The law establishes a.o. the access conditions for third parties to the transmission network
as well as the regulatory aspects. Consequently, a Federal Regulatory Commission has
been set up in 2000 in order to monitor the electricity and gas market. It is charged with
advising the authorities on the organization and operation of the liberalised electricity and
gas markets. Moreover, it supervises and monitors the application of relevant laws and
regulations.
A General Council, consisting of representatives of the federal and regional governments, of
associations of employees, employers and small businesses, and of generators, distributors
and consumers, monitors its operation.
The regional legislatures (Flemish, Walloon and Brussels) have the power to regulate
distribution and local transmission of electricity over networks with a voltage level less than
or equal to 70 kV.
The three regions have also transposed the European Directive :

Flanders : decree of 17th July 2000;

Wallonia : decree of 12th April 2001;

- Brussels : decree of 19th July 2001. (actualiser)

10
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Each of the three regions has also set up a regulatory commission, which are responsible for
establishing the technical legislation regulating the distribution networks (up to 70 kV) and
defining the eligibility conditions for customers connected to this grid (most SMEs and the
households).

In Flanders, all electricity consumers are eligible since 1st July 2003; in Wallonia and
Brussels, the industrial consumers are already eligible whereas the “smaller” professional
and household customers will gradually become eligible.

- Degree of liberalisation of the electricity market.

- Federal level : since July, 1, 2004 : all clients connected to the transmission grid are
eligible ;

- Flemish Region : since July, 1, 2003 : all customers are eligible ;

- Walloon Region : since July, 1, 2004 : all non-residential customers are eligible ;
residential customers will be eligible in January 2007.

- Region of Brussels-Capital : Since 1 January 2003, all customers with a consumption of
more than 10 GWh of electricity are free to choose their supplier.
Since 1 July 2004, all professional customers - that is to say those
consuming electricity or gas delivered to their supply point exclusively for
professional purposes - have been liberalized. .

- The Brussels market as a whole will be liberalized in January 2007.

Requlatory situation.

Structure and mission

In Belgium there are four regulation authorities :
Federal level : Commission for the regulation of Electricity and Gas (CREG) ;

Flemish Region : Vlaamse reguleringsinstantie voor de elekiriciteits- en gasmarkt
(VREG) ;

Walloon Region : Commission Wallonne pour I'Energie (CWAPE) ;

Region of Brussels-Capital : Service de I'Energie — IBGE/BIM (part of the Administration
of the Region of Brussels-Capital)
The federal and regional regulators (with the exception of the one of the Region of
Brussels-Capital) are autonomous organisms with a legal personality. They are
entrusted with a double mission :

an advisory mission with the public authorities in the matter of the organisation and the
functioning of the federal or regional electricity market ;

a general mission of surveillance and control on the implementation of laws or decrees
and on the regulations which relate to them.

The various competencies and assignments awarded to the regulators are described
by the law, decree and ordonnance which refer to them.

11
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b) Price regulation
The law of April, 29, 1999, provides in a regulated access to the transmission and
distribution electricity grids. This regulated access requires the approval by the CREG
of the transmission and distribution tariffs. The fixing of the tariffs regarding the
connection and use of the transmission and distribution grid, as well as the tariffs of
the auxiliary services is based on the principle according to which a grid manager,
whose costs are reasonable, particularly in comparison to a similar company, can
recover by his tariffs, the entirety of his operating costs, as well as an equitable
margin rewarding the capitals invested into the grid. The sensible character of these
costs and the equitable profit margin are assessed by the CREG through a control
prior to its decision to approve or to reject the transmission and distribution tariffs
elaborated and proposed by the grid managers.

c) Relations with the civil authorities

Federal
In addition to its general mission of counselling to the federal government, the CREG
carries out researches and studies concerning the electricity market, on the initiative
or at the request of the minister for energy.
The CREG appoints an auditor, with the consent of the minister for energy. The
auditor is put in charge of verifying the financial accounts, as well as the regularity of
the operations performed, in comparison with the legal provisions. The financial
accounts and the report of the auditor will yearly be communicated to the minister.
The project of budget of the CREG is submitted for approval to the council of
ministers.
The CREG draws up an annual report on :

d) the implementation of these assignments

e) the state of its functioning costs,

f) the evolution of electricity market.
This report is transmitted to the minister for energy, the federal legislative houses and
the regional governments.

Regional

In addition to their general mission of counselling, the regional regulators carry out on
the initiative or at the demand of the minister for energy, researches and studies with
regard to the electricity market.

The regional regulators (VREG and CWAPE) are under the supervision of the
concerned regional government. The ‘Service de I'Energie’ (IBGE/BIM) is part of the
Administration of the Region of Brussels-Capital and therefore is submitted to the
hierarchical power of the minister.

The supervision on the VREG is exerted by a government commissioner who is
appointed and dismissed by the Flemish Government. The CWAPE is submitted to
the control of the Walloon government through two commissioners of the government
appointed and dismissed by the aforesaid government . The commissioners can

12
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resort to all decisions of the regulator they consider as being contradictory to decrees,
to implementing orders, or to public interest. The commissioners exert this recourse to
the government, which can cancel the contested decision. Every year they draw up
an evaluation, which they transmit to the government.

The regional regulators yearly draw up a report on the execution of their mission and
on the evolution of the regional electricity market. These reports are submitted to their
respective governments and parliaments.

The regional regulators are submitted to the control of the Audit Office.

d) Relations with the authorities of competition

By royal decree of September, 20, 2002, the terms of co-operation between the
CREG, the Service de la Concurrence and the team of rapporteurs set up at the
aforementioned service, were established.

This co-operation procedure especially is intended to :

allow the CREG to immediately inform the corps of reporters and the Service de la
Concurrence of the existence, even presumed, of restrictive practices and concentrations
in the sense of the law on competition, in the sector of electricity and gas ;

have the team of rapporteurs inform the CREG on requests, complaints, enquiry by virtue
of one's office, and request for provisional measures when they aim at the sectors of gas
and electricity.

All information useful to the exercise of their competencies can be mutually passed on
by the CREG, the corps of reporters and the Service de la Concurrence.

Electricity prices

Comparative Domestic Electricity prices in Belgium and in some EU countries (in
EUR/KWh, incl. all taxes, January 2006)
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This graphic shows that for all kinds of observed consumer types, the domestic
electricity prices are the lowest in the United Kingdom and in France. They are also
lower than the European average (Eur25).

On the other hand, those prices are comparatively higher than in Germany and in the
Netherlands for all those categories.

Belgium presents prices lower than in Germany and in the Netherlands for all kinds of
observed consumer types.

For the small categories of consumer types, the prices in the United Kingdom and in
France are lower than those observed in Belgium, in Germany and in the Netherlands.

Comparative Industrial Electricity prices in Belgium and in some EU countries (in
EUR/kKWh, excl. VAT, January 2006)
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The above mentioned graphic shows that the industrial electricity prices for all kinds
of considered consumer categories are the lowest in France.

On the other hand, those prices are the highest for the small categories in Germany
and in the Netherlands. Belgium has lower prices than Germany for all the observed
categories, when the Netherlands has the lower prices than in Belgium for the
medium and large categories. The prices in Belgium for the small and large
categories are at a comparable level to the European Union (Eur25).

14



9.2.1. Divergence rate of electricity prices for domestic use

Variation in % of electricity prices for domestic use
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Source : Eurostat, prices at consumption levels of 3500 kwh (D.) incl. all taxes

Electricity prices per 100 kWh, incl. all taxes, for standard household consumer 3 500 kWh/year

—
oaMINS,, dmues | SmINS UM
Jan 2005

EU25 14.16 +4.6 14.16

Belgium 14.42 26 14.42 13.33 22.1
Czech Republic 283.00 +7.6 9.85 15.81 15.8
Denmark 176.25 +4.0 23.62 1717 57.8
Germany 18.32 +2.6 18.32 16.65 25.0
Estonia 114.40 +7.8 7.3 11.78 15.2
Greece 7.01 +19 7.01 8.01 83
Spain 11.47 +4.6 11.47 11.95 18.0
France 12.05 +0.0 12.05 10.92 249
Ireland 14.90 +38 14.90 11.95 13.8
Italy 21.08 +7.0 21.08 20.23 26.6
Cyprus 8.21 +31.4 14.31 15.01 14.4
Latvia 577 0.0 8.20 15.37 15.3
Lithuania 24.80 0.0 7.18 13.77 15.2
Luxemhourg 16.03 +85 16.03 13.97 133
Hungary 26.95 +27 10.75 17.14 16.7
Malta 4.07 +23.3 9.49 13.26 47
Netherlands 2087 +7.3 2087 19.15 42.2
Austria 13.40 5.2 13.40 12.47 333
Poland 45.45 +47 11.90 20.05 224
Portugal 14.10 +2.1 14.10 16.30 5.0
Slovenia 2512.00 +1.4 10.49 13.71 16.7
Slovakia 543.00 +5.2 14.48 24.48 16.0
Finland 10.78 +2.0 10.78 0.38 25.0
Sweden 133.59 +5.7 14.35 12.06 39.0
United Kingdom 7.00 +14.2 10.20 0.05 4.8

Source : Eurostat



9.2.2. Divergence rate of electricity prices for industrial use

Variation in % of electricity prices for industrial use
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Source : Eurostat, prices at consumption levels of 2000 MWh (l¢) excl. VAT.

Electricity prices per 100 kWh, excl. VAT, for standard industrial consumer 2 000 MWh/year

Jan 2006 % increase Jan 2006 Jan 2006
(nat. currency) Jan 2006/Jan 2005 (euro) (PPS)

EU25 8.65 +16.1 8.65

Belgium 0.69 +25.0 9.69 8.06
Czech Republic 210.00 +15.4 7.3 11.73
Denmark 50.76 +12.4 801 582
Germany 0.094 +10.1 9.94 9.04
Estonia 7.09 +83 511 8.23
Greece 6.68 +36 6.68 7.63
Spain 7.57 +5.0 7.57 7.88
France 578 0.0 5.78 5.24
Ireland 10.11 +87 10.11 8.1
Italy 12.08 +10.5 12.08 11.59
Cyprus 6.52 +38.4 11.36 11.92
Latvia 2.85 0.0 4.09 7.58
Lithuania 17.20 -0.1 4.08 0.55
Luxembourg 8.95 +5.2 8.95 7.80
Hungary 1Q07.00 +0.2 7.61 1213
Malta 3.08 0.0 71 0.03
Netherlands Q.57 +6.5 9.57 8.78
Austria 8.63 +4.4 8.63 8.03
Poland 2419 +6.8 6.33 10.67
Portugal BA7 +14.6 817 9.45
Slovenia 1850.00 +6.4 6.51 8.51
Slovakia 200.00 +7.0 7.73 13.08
Finland 5.63 1.7 5.63 4.90
Sweden 55.20 +30.5 5.03 4.08
United Kingdom 5.64 +36.2 822 7.29

Source : Eurostat
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NATURAL GAS

Natural Gas Market in Belgium

in 10° GJ (PCS) 2001 2002 2003 2004 2005
Total Final Consumption
476,8 483,0 488,3 503,0
Industry 197,2 215,0 204,0 205,9
Residential 2451 235,9 245,0 257,4
Non-energetic uses 34,5 32,1 39,3 39,7
Power Plants (1) 135,1 147,2 184,0 181,8

(1) autoproducers included
Source :SFP Economie

Graphic 13: Evolution of the natural gas consumption by sector
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Final Consumption of Natural Gas by sector
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6.2. The supply of natural gas

Imports of natural gas by country in 2005 (provisional))
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Source :SFP Economie

Infrastructure

Belgium occupies a key position at the core of the European gas grids. Thus, Belgium is
increasingly playing the role of transit country for natural gas from the Netherlands and
Norway to France and Spain and from the UK to Germany through the Interconnector Gas
Pipeline.

Of the 66 bcm flowing through the Distrigas grid in 1999, 50 bcm was transit capacity, i.e.
more than three times the volume of Belgian gas consumption (16 bcm).

The 1 100 km subsea Zeepipe links Norway's Troll and Sleipner fields to the Zeebrugge
terminal. It has a capacity of 13 bcm a year.

The LNG reception terminal at Zeebrugge receives tankers from Algeria. It can handle the
largest LNG tankers (more than 130.000 cubic metres) and has already received such
tankers from Australia on behalf of Enagas in Spain and from Abu Dhabi for spot deliveries.
Fluxys LNG has signed a contract with Qatar Petroleum and Exxon Mobil to receive tankers
as of 2007.

Fluxys LNG will start the construction of a fourth storage tank (130.000 m3) and additional
send-out capacity at the Zeebrugge LNG Terminal and will be in operation in 2008.

The convergence of the Zeepipe, Algerian LNG deliveries and the Interconnector increases
Zeebrugge's importance to the security and diversification of the European gas supply.

Industry structure

Split of Distrigas

Distrigas was created in 1929 and was the dominant actor in the Belgian gas industry. At the
end of 1994, Distrigas was privatised and its shareholding structure was reorganised

18
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following the privatisation of SNI (National Investment Company). SNI's 50 % stake in
Distrigas was purchased by the Belgian holding company Tractebel S.A. (40.91 %) and
Socogaz (9.09 %). The Belgian Government has kept one specific preferential share
(“golden share”) outside the category of shareholders and has a power of veto in matters of
national energy policy.

On 30 November 2001, Distrigas decided to split into 2 different companies: Distrigas as the
trading company and responsible for the trading and transit activies and Fluxys, responible
for transport, storage and LNG. The companies have a separate management, are housed in
different buildings and are only connected by the same shareholdership.

The current shareholding structure of Distrigas and Fluxys is as follows: the Belgian State
(one preferential share), Publigaz 31.25%, Stock Exchange 11.5%, Suez 57.25 %.

Distinction between transport and trading activities

Until the law of 29 April 1999 (changing the Gas Act), no difference was made between the
transport and the trading functions. In execution of the European directive and the law of 29
April 1999, executing royal decrees are taken : one on 12 June 2001 regarding the general
conditions regarding the supply of natural gas and one on 14 May 2002 regarding the
transport of natural gas.

Companies wishing to supply natural gas in Belgium through the existing network need to
apply for a supply license. Until now 17 companies have a supply license in Belgium.

The project of law defines 3 network operators : 1 transport network operator, 1 LNG
operator and 1 storage operator (presently Fluxys and Fluxys LNG) comparable with the
electricity network operator .

The possibility to build direct lines remains but only if a connection to the existing pipeline
network is not possible, this in order to remain and secure the integrity and safety of the
existing network.

Distribution of Natural Gas

The distribution of natural gas is treated as an activity of municipal interest and is governed
by the Constitution and the relevant legislation regarding the municipalities. It is organised in
a similar way to the electricity sector. The public service aspect of gas distribution means that
distribution companies have an obligation to supply, subject to some economic constraints,
such as the cost of connecting an individual household too far from the distribution grid.

The distribution network is monopolistic in character, not by law but by administrative
decisions by the municipalities to give privileges for distribution, which the municipalities
have to a single network.

Responsibility for distribution to domestic and non-domestic small customers lies with the
local authority, either directly or acting through the public distribution companies formed by
the local authorities themselves or co-owned with the private companies. A distribution
company is given an exclusive right by the local authority to distribute gas in its area. Each
company enters into a contract with a supplier, which undertakes to supply the company with
the gas it requires, and the company undertakes to purchase all the gas it needs from the
supplier.

The regional distribution companies in charge of gas distribution to domestic and non-

domestic small customers have the legal status of "“intercommunales” or intermunicipal
companies. They are divided into pure and mixed intermunicipal companies (companies
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jointly owned by municipalities and Electrabel). Electrabel, the largest electricity generating
and distributing company, and a joint owner of mixed intermunicipalities in the electricity
distribution sector, also owns jointly mixed intermunicipal companies in the gas distribution
sector. The municipalities always retain the majority in the Board of the mixed
intermunicipalities regardless of the ownership share of Electrabel.

Electrabel undertakes the natural gas distribution activity on the basis of an agreement of
association between itself and the mixed intermunicipalities.

The pure intermunicipalities are free to consult other companies.
In 2006, the number of distribution grid opreators is as follows : :
- Flemish Region (11
- Walloon Region 27

- Region of Brussels-Capital : 1

Liberalisation of the gas market

The European Gas Directive 98/30/EC of 22 June 1998 was translated in the 29 April 1999
Law, amending the Gas Act of 12 April 1965 concerning the transportation of gas and other
substances on the federal level and by the the decrees of 6 July 2001 (Flanders) and of 19
December 2002 (Wallonia) and by the ordonnance of 1 April 2004 (Brussels-Capital Region).

The federal law defines the basic elements for the transposition of the European directive at
federal level. It touches upon those aspects of the European directive, which are of federal
competence, being: transport of natural gas, gas pricing, long-term planning and competition
issues.

At its meeting of July 20, 2000, the Federal government took stock of the orientation note on
the liberalisation of the gas market. The 29 April 1999 Law was like that amended by the law
of 16 July 2001.

The federal framework law and the executive decisions taken at federal level are completed
with regional decrees and ordonnances, who deal with the distribution aspects of the
directive 98/30/EC, which are of regional competence.

The Directive 2003/55/EC of 26 June 2003, which adapts the Directive 98/30/EC in the light
of the completion of the liberalisation of the internal gas market, will be incorporated in
internal legislation by a law, amending the Gas Act of 12 April 1965. The project of law is
approved by the government on 20 July 2004 and will be shortly deposited in the legislative
chambers. The largest modifications are the introduction system operators and long-range
tariffs. Once again, the directive has to be transposed also on a regional level.

Regulatory authorities

An independent Commission for the Regulation of Electricity and Gas (CREG) advises on,
supervises and monitors the liberalised segment of the gas market on a federal level.

At the end of 1999, the federal government appointed the Executive Committee of the
CREG, the regulator for the liberalised segments of the electricity and gas markets. As
regulator, the CREG monitors compliance with the gas law. The CREG also acts in an
advisory capacity to the government on matters regarding the operation and organisation of
the market. One of its tasks is to ensure that there is no cross subsidisation between the
various categories of consumers. Another is the regulation of the prices in a liberalised
market.
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Each region has its own regulator (competence inside the distribution activities) :

- Flemish Region : Vlaamse Reguleringsinstantie voor de Elektriciteits- en de
Gasmarkt.(VREG)

- Walloon Region : Commission Wallonne pour I'Energie (CWAPE)

- Brussels Capital Region : the Energy service of the Brussels Institute for
Management of the Environment

The regional regulators have the same mission as the federal regulator but only regarding
distribution matters inside their region.

Gas Storage capacities

In the event of a supply disruption Belgium could call on its underground storage and
aboveground LNG stocks, its backup supply agreement with Gasunie of the Netherlands and
its reserve of interruptible customers.

The underground storage capacity of Loenhout is progressively increased from the 950 to
1.050 million cubic metres in 2001.

The LNG-capacity will also be extended by remodelling the actual nitrogen tank into a
storage tank for liquid natural gas and a fourth storage tank at the Zeebrugge LNG Terminal
will be built.

Gas prices per GJ, incl. all taxes, standard household consumer 83.7 GJlyear

January 2006 J;’:’]L'Lcregggsf January 2006 January 2006 % taxes
(nat. currency) Januarryy 2005 (euro) (PPS) °

EU25 13.02 15.6 13.02

Belgium 13.50 21.0 13.50 12.48 204
Czech Republic 287.97 26.8 10.03 16.09 16.0
Denmark 222.50 5.2 2082 21.68 55.8
Germany 15.08 17.8 15.08 14.53 233
Estonia 7252 01 463 747 151
Spain 1363 14.5 1363 14.20 138
France 12.72 203 12.72 11.53 15.0
Ireland 1251 253 1251 10.03 11.9
Italy 16.50 7.6 16.50 15.83 36.8
Latvia 372 17.7 5.34 9.91 15.0
Lithuania 2154 15.3 6.24 11.96 15.2
Luxembourg 10.33 269 10.33 9.00 5.7
Hungary 1 856.25 21.6 7.40 11.80 13.0
Netherlands 16.02 11.5 16.02 15.53 345
Austria 15.65 17.1 15.65 14.56 315
Poland 3615 17.3 9.46 15.95 18.0
Portugal 14.52 17.7 14.52 16.79 48
Slovenia 3110.00 256 12.99 16.97 228
Slovakia 408.00 209 10.88 18.40 16.2
Sweden 241.60 204 2505 21.81 43.0
United Kingdom 5.65 11.4 824 7.30 48

Greece, Cyprus and Malta do not have a significant gas market and therefore did not report gas prices. Finland does not have a significant gas
market far household consumers and therefore does not report prices for household consumers.

Source : EUROSTAT
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Gas prices per GJ, excl. VAT, standard industrial consumer 41 860 GJ/year

% increase Dependency on
January 2006 January 2006 January 2006 .
(nat. currency) ﬂi:ﬂ:?yg%%es! (euro) (PPS) |mporte{cégas 2l

EU25 8.60 333 8.60

Belgium 711 336 711 6.57 100
Czech Republic 210.84 36B.2 7.34 1.7 a8
Denmark 52.00 3.0 6.97 5.07 0
Germany 11.58 306 11.58 10.53 81
Estonia 44 51 3.4 2.84 4.58 100
Greece . . ! ! 100
Spain 7.24 54.7 7.24 7.54 ag
France 8.27 28.8 8.27 7.50 a8
Ireland : : : : 87
Italy 765 15.2 7.65 7.34 85
Latvia 282 16.5 4.05 7.51 100
Lithuania 15.38 23.5 445 8.54 100
Luxembaourg 9.01 206 9.01 7.85 100
Hungary 107592 329 7.88 12.56 82
Netherlands 6.71 19.8 6.71 6.16 0
Austria 10.81 32.0 10.81 10.086 88
Poland 2585 19.5 6.77 11.40 70
Portugal 763 26.5 7.63 8.82 100
Slovenia 1907.00 35.1 7.06 10.41 100
Slovakia 287.00 46.4 7.65 12.04 a7
Finland 7.79 12.7 7.79 6.78 100
Sweden 114.20 ar3 12.26 10.31 100
United Kingdom 8.32 48.3 9.21 8.16 7

: data not available
!

Greece, Cyprus and Malta do not have a significant gas market and therefore did not report gas prices.

Source : EUROSTAT

Opening of the gas markets (by region)

(a compléter)
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Import and export of crude oil and petroleum products

Belgium has no indigenous oil resources and thus all of its crude oil is imported.
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In recent years the North Sea (Norway and the United Kingdom) and the former Soviet Union

have become the main suppliers of crude oil. This compared to previous years where the
Middle East was the main supplier.

Import of crude oil

2005 kt %
Middle East 10.136 31,7
Saudi Arabia 5.267 16,5
Iran 4.514 14,1
Russia 13.433 42,0
American Continent (Venezuela) 810 25
Africa 953 3,0
Western Europe 6.632 20,7
Norway 2.749 8,6
OPEC Countries 11.288 35,3
Total 31.965 100,0
Source :SFP Economie
3% 21!)21100“3 of crude oil by country in 2005

3%

41%

32%

OMidddle East

H Russia

O American Continent (Venezuela)
O Africa

Bl Western Europe

Source :SFP Economie

As far as the finished and intermediate products are concerned, Belgium is a net importer.

Western Europe is Belgium's primary trading partner.
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Some 42,7% of imported finished product concern dieseloil.

Dieseloil is also the main export product with as countries of destination mainly Germany
(21,9%), Luxemburg (19,8%), the Netherlands (17,8%) and France (14,5%).

Other important export products are gasoline (of which a quarter is exported towards the US)
and fuel oil.

Refining industry

Belgium has two major refineries in Antwerp: Total Raffinaderij Antwerpen (capacity 17,988
million tonnes in 2002) and Esso Belgium (capacity 12,765 million tonnes in 2002). Two
smaller refineries are also located in Antwerp : Belgian Refining Corporation (capacity 5,55
million tonnes) and Petroplus Refining (the former Universal and Nynas refineries).

Belgium's total refining capacity is currently 39,7 million tonnes per year, which makes
Belgium the 7th refining country of the EU-15.

Table 11 : Evolution of refining capacity in Belgium

In 1000 t/year 1973 1979 2000 2002 2003 2004 2005
Total making use of 37.248 33.978 38.172 46.393 45.920 43.576 37.485

Crude oll 37.007 33.020 33.941 33.537 36.238 34.402 32.070

Intermediary products 241 958 4.231 12.856 9.682 9.174 5.415
Distilling capacities 43.084 55.514 38.460 40.423 41.008 39.057 39.100
Cracking capacities 3.220 4.080 6.870 8.253 7.359 7.644 8.445
Reforming capacities 3.790 5.500 5.268 4.672 4.797 5.083 4.760
Average rate of use in crude | 85,89 59,48 88,25 82,97 88,37 88,08 82,02
oil (in %)

Source : SFP Economie+FPB

QOil consumption

Final oil consumption in the dfferent sectors (in 1000 tonnes)

8000
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Source :SFP Economie
Deliveries of refined products in Belgium — 2003-2004-2005

In 10° Tons

| 2003 | 2004 | 2005
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Gasoline 2105 1932 1762
Diesel 5799 6305 6195
Heating gasoil and other gasoils 5538 5497 5588
Heavy fuel olil 2109 1269 1436
Naphta 2726 2090 1964
Petrol Gas 418 338 320

Carbureactors 1505 1389 1249
Other products 2009 1886 2176
Total 22209 20706 20690

in kT

Source :SFP Economie

Graphic 15: Evolution of the main oil products deliveries
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Source :SFP Economie

Transport is the main oil-consuming sector, followed by the industrial sector and the
domestic/service sector.

Evolution of the gasoline and diesel deliveries (in tons)

Motor fuel 1998 1999 2000 2001 2002 2003 2004 2005
Gasoline | 2.511.940 2.393.828 2.244.723 2.185.712 2.086.596 2.104.943 1.932.387 1.761.955
Super SP 98 975.546 986.587 835.389 708.626 629.251 157.557 322
Super AsubP 446.750 317.928 167.351 101.481 70.493
Super SP98 509.923 580.410 496.084
Super sggg 1.089.644  1.089.313  1.241.983  1.375.605 1.386.852 1.437.463 1.351.655 1.265.871
Diesel 4.712.042 4.924.499 5.192.316 5.425.970 5.632.263 5.799.046 6.305.457 6.195.292
TOTAL |7.223.982 7.318.327 7.437.039 7.611.682 7.718.859 7.903.989 8.237.844 7.957.247

Source :SFP Economie
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Ratio deliveries of diesel oil vs. gasoline in the period 2000-2005 (in %):

Year Diesel Gasoline
2000 68,3% 30,4%
2001 69,7% 28,9%
2002 72,9% 27,1%
2003 72,6% 26,4%
2004 76.7% 23.3%
2005 77.9 % 22.1%

Source :SFP Economie

LPG represents some 1% of the total motor fuel deliveries. The large share of diesel oil is
due to the number of lorries and company cars which use diesel oil.

Evolution of the car park, by kind of fuel

Gasoline % Diesel % LPG % Others % Total
1993 2.858.935 69,8 1.202.911 29,3 17.110 04 19.747) 0,5 4.098.703
1994 2.851.133 68,3 1.287.792 30,8 16.165 0,4 19.720 0,5 4.174.810
1995 2.831.095 66,8 1.372.087 32,4 16.181 0,4 19.688| 0,5 4.239.051
1996 2.829.974 65,7 1.440.730 33,4 17.341| 0,4 19.659| 0,5 4.307.704
1997 2.803.876 64,1 1.530.130 35,0 19.485/ 0,4 19.632| 0,4 4.373.123
1998 2.762.005 62,0 1.634.348 36,7 42.044 0,9 19.613| 0,4 4.458.010
1999 2.748.675 60,4 1.738.997 38,2 39.967 0,9 19.597| 0,4 4.547.236
2000 2.719.604 58,8 1.847.934 39,9 41.841 0,9 19.570 0,4 4.628.949
2001 2.665.846 56,9 1.951.875 41,7 47.724 1,0 19.059| 0,4 4.684.504
2002 2.600.452 55,0 2.050.709 43,4 54.667 1,2 19.028| 0,4 4.724.856
2003 2.534.662 53,1 2.164.495 45,4 54424/ 1.1 19.003 0,4 4.772.584
2004 2.462.002 51,1 2.284.966 47,4 52.640 1,1 18.963 0,4 4.818.571
2005 2.384.237 49,0 2.406.476 49,5 51.693| 1,1 18.946 0,4 4.861.352

Source : FEBIAC

Composition of the Belgian car park in 2005:

Vehicle _Gasoline Diesel lLP.G___|
% in 2005 49.0% 149.5% | 1.1%

Source : FEBIAC
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Distribution and market

The Belgian oil distribution sector:

- The total number of retail outlets (service stations) in Belgium was reduced from 1973
(about 9.280 outlets) to 1990 (about 6.270 outlets) and the restructuring of the
network is continuing. On 1 January 2000 there were still 4.787 retails outlets in
operation; on 1 January 2003 only 3.833.

The service stations often bear the brand of multinational oil companies and, to a
lesser extent, of national brands or no brand (white pumps).
An increasing number of service stations are owned by the independent sector.

- Some 50% of the diesel oil are not distributed by the service stations but delivered to
private pumps, i.e. pumps owned by bus or lorry companies, taxi companies,
communities, the fire brigades, etc.

Belgium has some 900 distributors of petroleum products (mostly heating oil). Most of them
are member of Brafco.

Prices
Initially concluded on 1 August 1987 for three years, the Program Contract has been tacitly

extended since then. The Contrat programme exists between the Belgian Petroleum
Federation and the Minister of Economic Affairs.

The Programme Contract

The structure of maximum prices for oil products is based on the following elements

Quotations of ex-refinery prices on international markets (principally the
Rotterdam market);

An allowance for mandatory stocks, indexed quarterly, based on the value of the
product, interest rates and the cost of rotating stocks;

A distribution margin, indexed annually, comprising a uniform element for all
products and a sales margin (incorporating a fixed profit margin);

The costs of certain policy instruments (BOFAS) and
Excise duties and value added tax.
The price is calculated daily.
If the change in price for each product compared with the previous day or compared

with the moving average for the previous 20 days exceeds a given threshold, the
new tariff comes into effect the following day.

In 2000 the calculation methods behind the Contrat programme were thoroughly modified in
order to limit the number of prices changes due to the fluctuation of international prices.
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Evolution of prices (oil products for transport)

2000 2001 2002 2003 2004 2005

Diesel (EUR/L) 50 S* 0,7534 0,7659 0,8749  1,0406
Unleaded petrol 95 (EUR /L) 1,0682 1,0322 1,009 1,026 1,127 1,2747
Unleaded petrol 98 (EUR /L) 50 S* 1,061 1,0644 1,1553 1,3096
LPG as motor fuel (EUR /L) 0,3932 0,3593 0,3483 0,3526 0,3852 0,4355

*50 S = low in sulphur

Source :SFP Economie

Graphic: Evolution of average prices for motor fuels (according to the Programme
Contract)
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Graphic 17: Comparative evolution of unleaded petrol 95 prices "from the

pump

euro/L

0,6

2000 S01 2000 S02 2001S01 2001 S02 2002 S01 2002S02 2003 S01 2003 S02 2004S01 2004 S02 2005S01 2005 S02

—&—Belgium —ll— Germany —&— France —— Netherlands —¥— United Kingdom —@&— Luxemburg

Source :Eurostat

14

Graphic 17: Comparative evolution of diesel prices 'from the pump"

1,3 1
3
1,2 4
1,1 1

14

0,9

euro/L

0,8
0,7
0,6
0,5 -+

2000 SO

1 2000 S02 2001S01 2001 S02 2002 SO1 2002 SO2 2003 SO1 2003 S02 2004 SO1 2004 S02 2005 SO1 2005 S02

—&— Belgium —#— Germany —&— France —#— Netherlands —— United Kingdom —&— Luxemburg

Source :Eurostat

29




30

COAL

Belgium's only indigenous energy resource is coal. However, its high cost of production
prevents it from competing with imported coal. The government therefore decided with the
adoption of the Gheyselinck rationalisation plan on 31 December 1986 to phase out
gradually all coal production.

The final closing down of the last coalmines was finalised in 1993. From then on, Belgium
became a net-importer of coal. Imports are diversified across several importers.

For the year 2005 coal consumed in Belgium was imported from the following countries (in %
of total coal imports):

In Coal tons 2005
Australia 2.950.657
South Africa 2.081.141
USA 1.714.328
Canada 269.390
Russia (CIS) 944.268
Poland 436.109
Germany 154.973
Others 252.194

Source :SFP Economie

Coal imports by country in 2005

2% 3%

O Australia

B South Africa
OUSA

O Canada

B Russia (CIS)
OPoland

B Germany

O Others

33%

24%

Source :SFP Economie

The main consumers are the power generation plants (44,2 %), coke oven plants
(41,2 %) and the steel industry (8,7 %). The domestic use of heating coal represents
2,9 % of the total demand.

Table 9 : Evolution of coal deliveries by sector

1000 tons 1998 1999 2000 2001 2002 2003 2004 2005
Iron & steel 5.213 5.227 5.326 5.462 4.020 4,201 3.967 3.450
industry
Industry 738 680 775 631 510 486 566 534
Domestic 328 286 312 342 319 254 225 214
use
Electricity 5.019 3.681 4.309 3.723 4.086 3.618 3.348 3.045
Production
Coking 3.885 3.850 3.855 3.911 3.725 3.369 3.647 3.374
plants

Source :SFP Economie
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Nuclear Energy

The seven operating nuclear reactors in Belgium had a total net maximum capacity of
5.801,5 MWe (see table). They are all pressurised water reactors (PWRs) and all have
double containment. The reactors are located at two sites : DOEL, on the Schelde estuary
close to Antwerp, and TIHANGE, on the River Meuse between Liége and Namur.

Table

NUCLEAR POWER PLANTS(1) IN OPERATION
(END OF 2005)

2003 2003
REACTOR NET OWNER NET COMMISSIONI | AVERAGE
MAXIMUM (% SHARE) OUTPUT NG LOAD
CAPACITY (TWh) DATE FACTOR
(MWe) (%)
DOEL 1 392,5 ELECTRABEL 3,0 1975 88
DOEL 2 4330 ELECTRABEL 3,1 1975 91,4
DOEL 3 1.006,0 ELECTRABEL
(96 %) 7,9 1982 89,3
SPE (4 %)
DOEL 4 985,0 ELECTRABEL
(96 %) 7,8 1985 90,2
SPE (4 %)
DOEL TOTAL 2.816,5
TIHANGE 1 962,0 EBL/SEMOBIS (2) 8,0 1975 94.8
TIHANGE 2 1.008,0 ELECTRABEL
(96 %) 7,6 1983 86,1
SPE (4 %)
TIHANGE 3 1.015,0 ELECTRABEL
(96 %) 7,7 1985 86,2
SPE (4 %)
TIHANGE TOTAL 2.985,0

(1) Alle PWRs are operated by ELECTRABEL.

(2) Tihange is the property of ELECTRABEL for 50 % and of Semobis (daughter company
of EdF) for 50 %.

ELECTRABEL and SPE have taken part for 25 % in the investment of the two French
reactors Chooz Bl and B2. ELECTRABEL and SPE have a right to 25 % of the production
of these two reactors (650 MWe for ELECTRABEL and 100 MWe for SPE), while EdF has a
right to 67,5 % of the production of TIHANGE 1.

Since 1995 the nuclear electricity production, its share in the total electricity production and
the mean availability factors of the Belgian nuclear power plants have shown some
fluctuations, but the yearly mean production value has remained high. This is illustrated in
the following table.
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Table

EVOLUTION OF NUCLEAR ENERGY PRODUCTION, NUCLEAR SHARE AND
AVAILABILITY FACTOR

YEAR NUCLEAR * NUCLEAR * AVAILABILITY
PRODUCTION SHARE FACTOR
(TWh) (% of total electricity (%)
production)

2000 48,2 57,4 90,7
2001 46,3 58,2 88,1
2002 47,4 57,7 89,8
2003 47 4 56,0 89,0
2004 47,3 55.4 88,3
2005 ** 47,6 55,2 89,2

(*) gross production
(**) temporary

Safety and performance

Over the years, ELECTRABEL has executed a considerable amount of investments in order
to maintain its nuclear power plants in optimum safety conditions and to improve continually
their safety. A summary of the main projects and modifications to the installations are given
hereafter :

Doel 3 : In 1993, the three steam generators have been replaced. This has been
accompanied with a power uprate;

Tihange 2 : MOX fuel has been introduced in the reactor core in 1994;
Doel 3 : MOX fuel has been introduced in the reactor core in 1994;

Tihange 2 : A power uprate has been realised in 1994 thanks to adaptations to the steam
turbines;

Tihange 1 : The three steam generators have been replaced in 1995 which was
accompanied with a power uprate;

Doel 4 : The three steam generators have been replaced in 1996;

Tihange 3 : The three steam generators have been replaced in 1998;

Tihange 1 : The reactor pressure vessel head has been replaced in 1999;

Tihange 2 : The three steam generators have been replaced in 2001. This was
accompanied with a power uprate;

Doel 2 : The two steam generators have been replaced in 2004. This was accompanied with
a power uprate.
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The licence given to the operator of the nuclear power plants obliges him to execute a
thorough safety review of its plants every 10 years. Apart from the above mentioned main
projects and modifications, these reviews give rise to other safety improvements and
replacements of equipment aimed at improving plant availability. These improvements and
replacements are mostly realised during the standstills of the plants for refuelling. Most of
them are done in the year the results of the safety review have become available. The
improvements and replacements are financed through an amount of money which has been
collected through annual provisions during each 10-year period. Although the huge
investment of the 1990's have decreased (such huge investments are no longer necessary,
as the objectives have been achieved), ELECTRABEL is still spending a lot of money for
the safety and the good performance of its power plants. The mean yearly expenses still
amount to about 30 million euros.

Nuclear industry structure

The Belgian nuclear industry structure has undergone some changes since the previous in-
depth policy review. CPTE (Company for the coordination of the production and
transportation of electrical energy) has been untied, which has given rise to other
restructuring. This is illustrated in the figure hereafter.

Belgian nuclear Industry Structure

Belgian State

EZ-Tractebel : -
SU ractebe and public authorities

50,08 %
Electrabel Belgatom SCK+CEN SPE Ondraf/Niras
100% |20 % 12,5 % 50 % 100 %
Synatom|[Chooz B1/B2 Tricastin Belgonucleaire Belgoprocess
11,1 %
i 5%
Eurodif .
Doel 3/4 4%
Tihange 2/3

This is not a participation, but a power reservation in these French nuclear power plants.
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Federal Public Service for Economy,
Small and Medium Enterprises,

Middle Class and Energy
Eederal Minister of Eneray
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National Waste
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IRE
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of radio-
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Electrabel
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ELIA

* For the liberalised sector of the market

Nuclear Phasing Out

| |
SCK-CEN
National Belgonucleaire
Nuclear MOX fuel
Research manufacturer
Centre
Synatom Synatom
manager nuclear
of nuclear provision
fuel cycle company

In January 2003, the National Assembly passed a law codifying the national policy of
Belgium to phase out nuclear energy for commercial electricity production. The law
specified a prohibition on the construction of new nuclear power plants and a limit on
the operational period of existing nuclear power plants to 40 years. The phase-out
can only be over-ridden by new legislation or by a government decision based on a
recommendation from the Commission for the Regulation of Electricity and Gas
(CREG) that Belgium's energy supply is threatened by the closure of the plant(s), a

situation considered to be a force majeure.

The current plans will lead to the closure of three plants by 2015 (1.75 GW. net
combined) with the remaining four plants (4.0 GW, het combined) closed by 2025
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Time schedule of the Phasing Out
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Renewables

1.ENERGY SUPPLY, GDP, POPULATION AND RENEWABLES

36

Average annual

percent change

1990 1995 2000 2002 2003 2004 2005 90-05
TPES (Mtoe) 49,11 52,25 5889 56,56 59,20 57,69 58,20 1,2
of which Renewables(Mtoe)™® 048 049 056 061 077 0,88 1,61 4.4
Renewables/TPES(%) 1,00 090 1,00 1,10 1,30 1,50 2,80 32
GDP (2000 bil. US$ 187,90 203,30 231,90 237,90 240,10 246,30 249,40 2
TPES/GDP @ 026 026 025 024 025 023 023 -0,8
TPES/GDP (2000=100) 103,00 101,00 100,00 94,00 97,00 92,00 92,00 -0,8
Population (millions) 9,97 10,14 10,25 10,33 10,37 10,42 10,43 0,3
TPES/population © 493 515 575 548 571 554 558 0,8
Electricity Generation (TWh)® 70,30 73,50 82,80 80,90 83,60 84,40 84,90 1,3
of which Renewables(Twh)®® | 056 0,67 1,04 1,14 1,15 1,50 1,61 7.3
Renew/Total Elec. (%) P® 080 090 130 140 1,40 1,80 1,90 6

Source : IEA/OECD Renewables Statistics, IEA/oecd Energy Balances of OECD Countries and OECD main Economic Indications
(1) Renewables do not include industrial waste, non-renewable municipal waste and pumped storage production

(2) In units of toe/2000 thousand US$
(3) In units of toe per capita

(4) Electricity generation = gros production -amount of electricity produced in pumped storage plants

(5) Electricity share generated from renewables over the total electricity production

Renewable Energy as a Percentage of Total Primary Energy Supply, 1973 to

2003
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The share of total primary energy supply that comes from renewable energy sources is small in
Belgium — 2% in 2003. Biomass is the overwhelming source of renewable energy supply (97%).
Hydro supplies about 2%.

Share of the RESin total primary eneragy supply (in %)
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RES Support Scheme in Belgium
Combined System of Green Certificates with a Guaranteed Minimum Price

Main objective is to develop production of green eectricity in Belgium. Each region and the federal
government has organised a system of green certificates based on a common principle. In order to gain
green certificates, a producer of green eectricity must have its production facilities certified. Green
certificates are then awarded by the electricity market’s regulatory bodies. This further refinement of
the green certificate scheme is based on an innovative combination of two mechanisms. Firstly the
regions organise green certificate markets and oblige electricity suppliers to deliver a certain quota of
green electricity to be adjusted every year.

At the same time, the federa government has established a minimum tariff for green certificate
markets in case the market should not work properly and also so as to assure investors of a certain
minimum return. This minimum tariff is based on a commitment imposed on the electricity grid
operator to buy back green certificates from producers who so wish a a guaranteed price, fixed
according to the type of technology used.

In the region of Wallonia, producers of green electricity who so wish can aso receive assistance for

the depreciation period of equipment (maximum 10 years) by passing on their green certificates to the
Wallonian energy ministry. The Walloon system is on the basis of avoided CO,,
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Moreover, to provide greater investment security, Wallonia has aso implemented de facto minimum
prices for green certificates. For installations that begin operation after 1 July 2003, owners may
choose not to sdl the awarded green certificates to suppliers. Instead, it can be exchanged for
production aid funded by the Energy Fund in the amount of EUR 65 per certificate.

In the Flanders region a green certificates mechanism (dightly different of the Walloon system) has
been established as well. Moreover al producers of green electricity are guaranteed a minimum tariff,
if they wish so. These minimum tariffs, which depend on the technology used, are higher than the
minimum tariffs offered by the federal government but are also limited to aperiod of ten years.

The Brussels-Capitd green certificate scheme is similar to that of Wallonia, awarding green
certificates on the basis of avoided CO..

An agreement between Wallonia and Brussels alows for the exchange of credits between the two
regions. However, in order to encourage the development of green e ectricity sources within Brussels,
Brussels discounts the value of Walloon certificates by 30%.

Globaly, it is expected to rise the share of total gross energy consumption accounted for by green
electricity from 1 % in 2000 to 6 % in 2010.

System of green certificates is already operational in several EU-countries, like UK, Sweden,
Netherlands, Italy, Austria.

Renewable Energy Capacity and Production in Wallonia, 2003 and 2004

2003 2004

Capacity Production Capacity Production

MW MWh MW MWh
Solar PV 0 0 0 0
Hydro 101 315903 104 302 993
Wind 22 13914 23 51 339
Biomass 14 58 560 16 90 833
Biomass cogeneration 36 131 235 41 180 309
Fossil fuel cogeneration 122 232 110 123 246 545
Total 295 751723 306 872 020

Source: Rapport Annuel Specifique 2004, CWaPE, May 2005.
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Renewable Energy Production in Flanders, 1994-2004
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Flanders — RES Support Scheme

Flanders has had a green certificate scheme since January 2002, through which a
producer is awarded one certificate for every 1 MWh generated from a renewable
energy source. In 2004, electricity suppliers had an obligation to acquire green
certificates for at least 2% of the electricity provided to customers. This obligation
rises to 6% in 2010, in accordance with the 2001 EU directive on renewable
electricity generation. Together with the distinct co-generation certificate scheme,
generation from renewables and co-generation will be 25% by 2010, a quota that
Flanders sees as reasonable.

If a supplier does not provide the regulator (VREG) with a sufficient number of
certificates, a fine is imposed. The fine is equal to EUR 75 per missing 1 000 kWh
certificate in 2002, EUR 100 in 2003 and EUR 125 from 2004 onwards. Fines are
paid into the Fund for Renewable Energy Sources.

On 5 March 2004, Flanders amended the green certificate scheme, allowing
electricity generated from the organic-biological share of residual waste, on the
condition that the processing plant achieves primary energy savings of 35% of the
energy content of the waste materials processed in the plant by means of energy
recuperation.

In order to minimise competitive disadvantages for energy-intensive enterprises
competing against companies without green certificate requirements, Flanders
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imposed a progressive exemption for such enterprises in 2004. Individual enterprises
that use between 20 and 100 GWh annually have their green certificate obligation
reduced by 25%. The exception rises to 50% for enterprises that use more than 100
GWh annually.

The green electricity certificate system has served as a stimulus for investment in
green electricity in Flanders in recent years. In 2003, 291 568 green certificates
were issued. Of these, 58 946 were for wind energy (20%) and 230 677 were for
biomass-based installations (79%). However, a number of obstacles were
encountered in the practical implementation. Though the electricity sector was given
significant information in advance of the green certificate scheme's implementation,
it is clear that some parties in the market did not adequately prepare. As shown by
the difference between the certificate quota and submitted certificates in Error!
Reference source not found., a significant share of suppliers did not purchase the
required certificates in 2003 and 2004, instead incurring fines. However, this share
has fallen significantly, from 63% to 37% in one year. In addition, there is some
evidence that some suppliers have chosen to hold on to certificates and not submit
them to the VREG for compliance, instead incurring the non-compliance fines. One
explanation for this behaviour is that the certificates — which are valid for five years
— are more valuable in later years when fines increase so suppliers may have
chosen to incur less expensive fines in earlier periods instead of risking more
expensive fines in the future.

In addition, to provide renewable energy suppliers with greater investment security, in
2004 Flanders implemented a system of minimum certificate prices based on
generation source, according to the prices in Error! Reference source not found..
Minimum price levels were based on production costs, but also on existing support
given in other countries. Solar is subsidised at a much higher level than other
sources — EUR 450/MWh for solar versus about 80-95 for other types — in order to
stimulate investment in the field and diversify the renewables portfolio.

The minimum price subsidy is guaranteed for installations that begin operation after
7 May 2004. For solar energy installations, the minimum price subsidy is only
available for installations that begin operation on 1 January 2006 or after, in order to
provide a transition from the existing subsidy regulation (a direct government
subsidy of 50%) to the new subsidy mechanism (higher payments in return for more
limited direct subsidy).

Wallonia RES Support Scheme

In Wallonia's green certificate scheme, CWaPE, the region's regulator, awards one green
certificate to producers for every 456 kg of avoided CO,, which is equivalent to the CO,
emitted from the production of 1 MWh of electricity from a gas turbine. In addition to
electricity produced from renewable resources, generation from high-quality CHP
installations are also eligible for the certificates (see the Energy Efficiency chapter for further
information on CHP). The avoided CO, calculations convert to one green certificate awarded
per MWh produced by wind, small hydro, biomass and solar PV installations, one certificate
per 3.3 MWh produced by natural gas co-generators and one certificate per 6.2 MWh
produced by fuel oil co-generators.
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Wallonia's quota requirements for suppliers will grow steady through 2007: 4% of total
generation in 2004, 5% in 2005, 6% in 2006 and 7% in 2007. In 2005, the government will
define quotas for following years. The fine for each missing certificate is EUR 100.

To provide greater investment security, Wallonia has also implemented de facto
minimum prices for green certificates. For installations that begin operation after July
1, 2003, owners may choose not to sell the awarded green certificates to suppliers.
Instead, it can be exchanged for production aid funded by the Energy Fund in the
amount of EUR 65 per certificate.

Brussels-Capital RES Support Scheme

The Brussels-Capital green certificate scheme is similar to that of Wallonia, awarding
green certificates on the basis of avoided CO,. It requires suppliers to obtain green
certificates to cover a share of total electricity generation: 2% in 2004, 2.25% in 2005
and 2.5% in 2006. An agreement between Wallonia and Brussels allows for the
exchange of credits between the two regions. However, in order to encourage the
development of green electricity sources within Brussels, Brussels discounts the
value of Walloon certificates by 30%.

* k k k k%

04/09/2006

Annex 1 : Excises, taxes and ener gy contributionsin Belgium in 2006
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Excises, taxes and energy contributionsin Belgium in 2006
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Eur/MWh/GCV;quantity<976,944MWh/year (3)

COAL
Households/coal Exempted 12%
Industrial/coal Exempted Collectable
ELECTRICITY
Households & others electricity Eur/MWh (1) 1,9088 1,8987 21%
Large-scale consumer companies with an elnlll\i/rtzg?wental permit/electricity/Eur/MWh;tension 0,9544 1,8987 Collectable
<=
Companies with an environmental permit/electricity/Eur/MWh ;tension <=1kV (2) 1,4316 1,8987 Collectable
NATURAL GAS
Households&others/natural gas/ Eur/MWh (1) 1,1589 0,1252 0,0878 21%
Large-scale consumer companies with an environmental permit/natural gas/ 0,5795 0,1252 0,0878 Collectable
Eur/MWh/GCV;quantity<976,944MWh/year (3)
Companies consumers with an evironmental permit/natural gas/ 0,8692 0,1252 0,0878 Collectable

(1) Social tariffs are exempted from the "Energy" contribution

(2) The energy contribution to an end user connected to the transport- or distribution grid with a normal tension >1kV : 0 Eur/MWh

(3) The total annual contribution for natural gas, equal to or higher than 976,944 MWh/an : 0 Eur/MWh

Source : FPS Economy, GD Energy and FPS Finances, « Customs and Excise Administration», Table adapted on 31/08/06




