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ELECTRICITY

Dr. Yannis Kelemenis
Managing Partner at Kelemenis & Co.

Give a brief overview of the legislative framework for the Greek electricity sector and

identify any trends
Greece has recently transposed the provisions of the so-called 3rd EU Energy Package
into Greek law by statute 4001/2011. This new piece of legislation also reflects
obligations undertaken by the Greek government pursuant to the Memoranda of
Understanding signed between Greece, IMF, ECB and the European Commission. The
new statute repeals statute 2773/1999 which, as amended to transpose the provisions
of the 2nd Electricity Directive 54/2003/EC, had failed to bring about liberalization and
challenge the monopolistic hold of the market by the Public Power Corporation (PPC).
This was so despite the introduction of an obligatory day-ahead wholesale market
(modeled after the ‘pool model’ used in the UK during the 1990s) which allowed, yet to
a very modest degree, independent power producers, traders and suppliers to enter the
Greek market. Of late, Greece has been requested to further open up the market and
take measures that will better promote competition through the sale of lignite-fired and
hydroelectric power units which are now exclusively owned by PPC.
Greece has further taken measures to promote renewable energy sources (RES) by
amending the key legislative instrument (statute 3468/2006) in 2010. Indeed, statute
3851/2010 sets out the national targets for RES power production in line with Directive
2009/28/EC so that by 2020 RES power production covers 20 per cent of the gross final
energy consumption of the country. In line with its increasing focus on RES, the Greek
government, supported by the EU Commission, has been recently developing the
project “Helios” which aims at the establishment of large-scale photovoltaic (PV) plants
in state-owned properties for the purpose of selling the generated power primarily to EU
member states.

What is the organizational structure for the generation, transmission, distribution and sale

of electricity in Greece?
The Greek market is split into two different systems: the mainland grid and the ‘non-
interconnected islands; the latter including the islands of the Aegean Sea, Rhodes and
Crete and having their own autonomous networks. Although the islands of the Aegean
Sea and Rhodes fall under the notion of micro-isolated systems, Greece has failed to
successfully request derogation pursuant to the 2nd Energy Package. Nonetheless,
under the former regime of statute 2773/1999, all non-interconnected islands were
exempted from market opening. Statute 4001/2011 partly corrects this incompatibility
by acknowledging that customers in Crete are eligible to choose the supplier of their
choice and by appointing the distribution system operator (DSO) to exercise powers in
relation to the operation of the power market in the non-interconnected islands.
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Competition is open to electricity generation and supply in mainland Greece and as of 1
July 2007 all consumers including households have become eligible customers. Despite
the opening up of generation and supply, a fully competitive market is not in place. PPC
faces some modest competition in certain fractions of the supply market by alternative
suppliers. Part of this failure to open up competition is attributed to PPC’s regulated
tariffs which (despite recent amendments) are not cost-reflective and entail cross-
subsidization between different types of customers.

PPC owns the transmission grid and the distribution network. Prior to the entry into
force of statute 4001/2011, grid management had been assigned to the transmission
system operator which has been known as DESMIE. DESMIE is a company partly owned
by PPC (by 49%) and the Greek State (by 51%) and operates under a model resembling,
to some extent, the ISO model of the 3rd Energy Package.

Greece has eventually opted to implement the ITO model and, pursuant to statute
4001/2011, PPC has now established a 100% subsidiary (ADMIE) which will own, operate
and exploit the transmission grid by 3 March 2012. Trading in the form of selling and
buying electricity at a wholesale market is undertaken by DESMIE through the day-
ahead market. Following the establishment of ADMIE, DESMIE will not be liquidated but
will be restructured to exclusively act as the wholesale market operator (LAGIE).

Under the former regime, DESMIE was to operate the distribution network in accordance
with the provisions of the 2nd EU Energy Package. However, the transfer of management
to DESMIE never took place despite a statutory provision to this effect. Under the new
regime of statute 4001/2011, the distribution network will remain the direct property

of the PPC, yet its operation, exploitation and maintenance will be assigned to another
100% subsidiary of PPC (ESMIE). ESMIE will also operate the ‘non-interconnected islands’
wholesale market.

The day-ahead market has become obligatory for all power producers and suppliers who
want to buy or sell electricity the following day. The EU commission has addressed its
concerns regarding Greece’s failure to allow the conclusion of bilateral contracts, which
is inconsistent with the target model for the implementation of national markets into

a single European power market. However, the mandatory pool system is inevitable as
long as PPC retains its monopolistic hold on cheaper energy sources (such as lignite and
hydropower).

Which body monitors the power market and what are its powers?
Power market regulation and monitoring is exercised by RAE which has been established
as an independent administrative body pursuant to statute 2773/1999. Statute
4001/2011 has further enhanced RAE's autonomy and functional independency vis a vis
market stakeholders and the government, in compliance with the provisions of the 3rd
Energy Package. RAE is vested with the following powers:
= fixing the methodologies of transmission and distribution tariffs;

= monitoring the operators of the transmission and distribution systems and of the
wholesale power market;

= monitoring the market to ensure competition, market transparency and customer
protection;

= cooperating with the regulatory authority or authorities of the EU member states
and with ACER on cross-border issues;
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= certifying ADMIE as a TSO which is effectively unbundled under the ITO model of
the 3rd Energy package;

= approving before their entry into force all network and wholesale market codes
and issuing all necessary secondary legislation (exempt for the Code of Suppliers
and the Licensing Code which are issued by the Minister of Environment, Energy
and Climate Change);

= determining third party access to cross-border interconnections;
= handling complaints regarding market stakeholders’infringements, etc.

Give a brief overview of the licensing procedure for the construction and operation of power
generation facilities
The construction of a power plant and the generation of electricity require a generation
license granted by RAE (article 132 of Statute 4001/2011 and article 3 of statute
3468/2006 regarding RES plants) pursuant to the Licensing Code of 2001 and, for RES
and CHP power plants, the Licensing Code of 2011. However, a generation license
does not release its holder from the obligation to acquire other licenses or permits
stipulated in other pieces of legislation (for example, construction permits, installation
and operation licenses, environmental permits, land planning permissions, etc). The law
provides for certain exemptions to the obligation to obtain a license, primarily for small-
scale plants.

Does government policy or legislation encourage power generation based on alternative

energy sources?
Statute 3468/2006 on the generation of electricity from RES and from co-generation,
which entered into force in June 2006, transposed Directive 2001/77/EC into Greek
legislation and set out de novo the entire legal framework for RES and co-generation.
To overcome the administrative barriers that have arisen in the process of operating
a RES plant, statute 3851/2010 provides that the RES production license is henceforth
an administrative confirmation of the project’s feasibility, namely an overall approval
of the project’s technical-economic efficiency. Furthermore, under statute 3851/2010
the production license will no longer be granted by the Minister but by RAE. The new
delegation of powers aims at reducing the overall time required for the issue of a
production license to two months following the submission of a complete file by the
applicant. In addition, the environmental licensing is no longer part of the procedure
to obtain a production license but is granted at a subsequent stage. Indeed, RAE has
already issued several production licenses that had been pending since 2007. Statute
3851/2010 further provides financial incentives such as new feed-in tariffs (excluding
PV-generated energy, which is subject to the feed-in tariffs introduced by Statute
3734/2009).

What authorizations are required to construct and operate transmission networks and who
is eligible to provide transmission services?
Pursuant to statute 4001/2011, ownership rights to the Greek transmission grid (ESMIE)
will be transferred from PPC to a 100% subsidiary (ADMIE), following a corporate spin-off.
Upon the completion of this procedure, ADMIE will own and exploit the grid and will
have to operate in compliance with the ITO model of the 3rd Energy Package. To this

494 GREEK LAW DIGEST



end, ADMIE must be certified by RAE which has already issued in its website guidelines
regarding the certification procedure that must be concluded by 3 March 2012. However,
it is questionable whether PPC’s spin-off and ADMIE’s staffing will be completed by then.
ADMIE must issue a 10-year network development plan which is monitored by RAE in
accordance with the provisions of article 108 of statute 4001/2011 (transposing article 22
of Directive 2009/72)

Statute 4001/2011 further provides that in case of a persistent breach by ADMIE, RAE
may assign all or some of its tasks to an independent system operator appointed in
accordance with article 13 of Directive 2009/72.

What are the rules on third party access and how are transmission and distribution services
regulated?
Third party access to the transmission and distribution systems may be granted to
licensed generators and suppliers or traders, to those exempted from the obligation to
hold such licenses and to eligible customers. The terms and conditions for the provision
of transmission services and access to the transmission grid are regulated in the Grid and
Power Exchange Code (Ministerial Decision 8311/2005, as amended), which is intended
to procure, inter alia, the non-discriminatory and objective use of the system. Although
PPC had published a draft of the Distribution Code for public consultation, to date
said Code has not entered into effect. The methodology used by the transmission and
distribution system operators for determining their tariffs requires the prior approval of
RAE (articles 15 and 140 of statute 4001/2011).

What authorizations are required for power supply and which authorities grant such
approvals?
Article 134 of statute 4001/2011 introduces two different types of licenses for power
trading: (a) a license to trade in the wholesale market and (b) a license to supply eligible
customers. Both licenses are issued by RAE, in accordance with the Licensing Code of
2001, if the following conditions are met:

= The applicant must be incorporated as a societe anonyme or as a limited liability
company

= The applicant must have adequate organizational and administrative structure to
ensure the credible, prudent and proper conduct of power trading/supply; and

= The applicant must be financially sound.
The minimum registered share capital for wholesale power trading is €60,000, whereas
for the supply of eligible customers €600,000. A person licensed to supply eligible
customers is also eligible to trade power in the wholesale market but not vice versa.

Is there any tariff or other regulation regarding power sales?
As of 1 July 2007, all consumers have become eligible customers. Article 140 of
statute 4001/2011 provides that suppliers are free to decide their tariffs/prices. Statute
4001/2011 further abolished the provisions of article 29 para 6 of statute 2773/1999,
under which PPC’s medium and low voltage supply tariffs are subject to prior approval
by the Minister of Environment, Energy and Climate Change following an opinion of
RAE. However, the Supply Code (Ministerial Decision 4524/2001) still provides that PPC’s
tariffs must be approved by the Minister following an opinion of RAE for as long as PPC
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covers more than 70 per cent of the domestic electricity consumption, which is still

the case today as PPC accounts for more than 90 per cent of domestic consumption.
The European Commission has already addressed a reasoned opinion to Greece on this
matter and independent energy retail providers have lodged an application before the
Council of State arguing that PPC tariffs entail their exclusion from the market due to
PPC’s policy of cross subsidies.

Are there any public services obligations provided by law?

Articles 57 and 58 of Statute 4001/2011 further introduced the following public services
obligations (PSOs):

= A supplier of last resort who undertakes to supply power to customers for no more
than three monthes, if said customers’ former supplier has stopped providing its
services for reasons attributed solely to the provider’s fault (e.g. insolvency).

= A supplier of universal services who undertakes to supply power to household
customers and small non-household customers (of maximum consumption of 25
kVA), if said customers are either unable to find their preferred supplier or have no
interest in seeking one.
The supplier of last resort or of universal services is appointed following a public tender,
which must be performed by RAE until 31.7.2012. If the tender is unsuccessful, RAE
may appoint the supplier who has the largest market share in the respective section
of the market. The new rules aim at introducing competition in relation to PSOs which
are currently provided exclusively by PPC under non-transparent criteria and mainly
though state regulated tariffs entailing cross-subsidies between different types of PPC's
customers.
Additional PSOs can be set by means of a presidential decree or ministerial decisions
(e.g. with respect to social security benefits provided to vulnerable customers).
The framework set by articles 55 to 58 of statute 4001/2011 sets the criteria for the
imposition of such public services obligations in accordance with the EU acquis and in
particular the well-known Altmark decision of the European Court of justice.

Are vulnerable customers determined by law?
The following customers are determined as vulnerable by article 52 of statute
4001/2011:
= Household customers who are affected by energy poverty as defined in said
statute;
= Customers who themselves or their wives or their cohabitants who are under their
custody are dependent on the continuous supply of power, such as customers in
need of mechanical support;
= Elderly customers, i.e. customers who are over 70 years old and do not cohabitate
with a person who is below 70;
= Customers facing serious health or mental problems and are thus unable to
negotiate and handle their contractual relationship with their supplier;
= Customers located in isolated areas and in particular in the non-interconnected
Islands and are entitled to be supplied with power under the same tariffs and
terms as those enjoyed by customers in mainland Greece.
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What rules apply to cross-border electricity supply, especially with regard to
interconnection?

DESMIE regularly conducts auctions for the allocation and assignment of
interconnection capacity rights for energy exports to Italy and for energy imports from

countries north of the Greek border (Bulgaria, FYR Macedonia, Albania and Turkey) on

a yearly, monthly and daily basis. DESMIE has recently submitted to public consultation
the rules applicable for the 2012 auctions for transmission capacity allocation. The new
rules aim at providing a transparent method of congestion management in accordance

with the requirements of Regulation (EC) 714/2009. However, the rules applicable for

the 2011 auctions are determined by the 2011 access rules determined jointly by the
adjacent TSOs. In accordance with these rules, the Available Transmission Capacity
(ATCQ) in interconnectors is offered in the form of Physical Transmission Rights (PTRs) or
Commercial Transmission Rights (in the interconnection between Greece and Bulgaria).
In connection with the Greece-Italy interconnection, CASC S.A. has been jointly
appointed by the respective TSOs as the Joint Auction Office for the explicit Allocation of

ATC.
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