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1 INTRODUCTION 

ElecLink Limited1 (“ElecLink”), a joint venture between the STAR II Fund managed by STAR General 

Partner Limited (“STAR”) and Groupe Eurotunnel (collectively, the “Shareholders”), is developing a 

project to build, own and operate a new 1000 MW interconnector (“Interconnector”) through the 

Channel Tunnel connecting the 400 kV grids in England and France (“Project”). The Project is being 

developed as a “merchant” Interconnector. ElecLink’s principal source of revenue is the sale of capacity 

rights to transmit electricity between the power markets of Great Britain and France. The Interconnector 

is expected to be fully operational in [Q4 2017], thereby fast-tracking new interconnection capacity and 

enhancing security of electricity supply during a period when reserve margins in both Great Britain and 

France are forecasted to be in decline.2 

ElecLink has received a 25 year exemption from the competent national regulatory authorities, the 

Commission de regulation de l’énergie of France (“CRE”) and Office of Gas and Electricity Markets of 

Great Britain (“Ofgem”) (collectively, the “NRAs”), which has also been approved by the European 

Commission, to forward sell under long term contracts up to 80% (800 MW) of the Interconnector’s 

capacity in each direction (“Multi-year Products”). The Multi-year Products will be allocated to 

interested buyers through an open, transparent and non-discriminatory auction process (“Open 

Season”) which is expected to take place in [Q2 2015]. The Open Season will be administered by a third 

party appointed by ElecLink. ElecLink is considering offering various contract durations up to a maximum 

of 20 years after commissioning of the Interconnector.   

The Project will be financed through a combination of: (a) equity capital provided by the Shareholders; 

and (b) non-recourse project finance debt which will be underpinned by the sale of Multi-year Products.  

Under this Expression of Interest (“EoI”) notice, including the Appendices (“EoI Notice”), ElecLink 

invites prospective buyers to express their interest, on a non-binding and indicative basis, to acquire Multi-

year Products in accordance with the Indicative Heads of Terms provided at Appendix A.  

Interested parties are invited to participate in the EoI by completing and signing the relevant documents 

in accordance with section 6 (Submission of Documents). 

 

                                                           
1 http://www.eleclink.co.uk/  

2 Ofgem, Electricity Capacity Assessment Report 2014, June 2014 
https://www.ofgem.gov.uk/electricity/wholesale-market/electricity-security-supply 

RTE, Report on the French Capacity Market, April 2014 

www.rte-france.com/uploads/Mediatheque_docs/vie_systeme/annuelles/Mecanisme_capacite/2014_04_09_French_Capacity_Market.pdf  

http://www.eleclink.co.uk/
http://www.rte-france.com/uploads/Mediatheque_docs/vie_systeme/annuelles/Mecanisme_capacite/2014_04_09_French_Capacity_Market.pdf
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2 THE COMPANY 

ElecLink is a private limited company incorporated under the laws of England and Wales which is 51% 

owned by STAR and 49% owned by Groupe Eurotunnel. 

Figure 1 - ElecLink shareholding structure 

 

Prior to the Open Season, ElecLink will enter into a long-term agreement setting out the terms on which 

Groupe Eurotunnel, through its subsidiaries, will grant ElecLink access to the Channel Tunnel and other 

land occupied by Groupe Eurotunnel to allow ElecLink to develop, construct, operate and maintain the 

Project. 

3 THE SHAREHOLDERS 

3.1 STAR 
STAR is an independent investment fund manager, established in 2000 to acquire and develop capital assets 

and capital asset-based businesses, either independently or in partnership with existing owners/industry 

partners. STAR’s key target sectors include utilities, oil & gas, transport, telecommunications and 

healthcare.  

STAR’s past and current investments 3  provide a complementary skill set to develop a merchant 

interconnector and have included: 

 GWE (now part of the German energy service provider Techem), an independent energy services 

provider specialising in the provision of power, heating and cooling to a broad range of customers 

in Germany; 

 Inexus (now part of the British utility infrastructure and networks provider GTC), the largest 

independent gas transportation business in the United Kingdom and a fully accredited and 

operational independent electricity distribution network operator; and 

 Eversholt Rail Group, one of the three leading rail rolling stock companies in the United Kingdom. 

                                                           
3 A full list of STAR’s current and past investments is available at its website at www.star-capital.com. 
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3.2 GROUPE EUROTUNNEL 
Groupe Eurotunnel4 , through its subsidiaries, manages and operates the Channel Tunnel through a 

concession agreement which lasts until 2086. The company is listed on the stock exchanges in Paris and 

London and employs around 3,700 staff in the United Kingdom and France. In 2013, Groupe Eurotunnel 

generated revenues of more than €1 billion. The company has four core businesses:  

(i) Infrastructure manager for operators of rail services (for example, Eurostar);  

(ii) Transport operator through its own shuttles that carry cars, coaches and trucks;  

(iii) Rail freight services provider; and  

(iv) Cross-Channel ferry services, My Ferry Link.   

3.3 JOINT APPROACH OF SHAREHOLDERS 

Both Shareholders have significant experience in developing large-scale capital intensive projects in the 

civil engineering and energy sectors. Furthermore, the Shareholders have created a joint team to develop 

the Project and coordinate the various human and technical resources within each Shareholder’s area of 

expertise. 

4 PROJECT DESCRIPTION 

4.1 PROJECT OVERVIEW 
The Interconnector will comprise:  

 Two high-voltage direct current (“HVDC”) cables passing through the Channel Tunnel; 

 AC/DC converter stations at the Eurotunnel terminal in Folkestone, England, and at the 

Eurotunnel site in Coquelles, France; and 

 associated high voltage underground AC cable systems to connect to: 

(a) the National Grid Electricity Transmission (“NGET”) substation at Sellindge in England; and 

(b) the Réseau de Transport d’Électricité (“RTE”) grid system at Les Mandarins in France.  

Figure 2 - Diagrammatic layout of ElecLink Interconnector  

 

ElecLink’s route broadly follows a parallel route to the existing electricity interconnector, Interconnexion 

France Angleterre (“IFA”). The total cable length of the Interconnector comprises approximately: (a) 51 

km within the Channel Tunnel; (b) 14.5 km on English land to link the Interconnector to NGET’s Sellindge 

                                                           
4 For further information on Groupe Eurotunnel please refer to Groupe Eurotunnel’s website - www.eurotunnelgroup.com.    

http://www.eurotunnelgroup.com/
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400 kV substation; and (c) 3.5 km on French land to link the Interconnector to RTE’s Les Mandarins 400 

kV substation. 

Figure 3 - Diagrammatic layout of ElecLink’s electricity grid connections 

 

ElecLink will subcontract the construction and physical operation and maintenance of the Interconnector 

through one or more design, build, operate and maintain (“DBOM”) contracts with qualified contractors 

following a competitive tendering process. To date, ElecLink has received detailed offers from DBOM 

contractors and is aiming to proceed with the selection of a contractor in [Q4 2014].  

ElecLink will be primarily responsible for all other activities associated with the operation of the 

Interconnector including: (a) capacity allocation; (b) client relations; (c) balancing management in 

conjunction with NGET and RTE; and (d) accounting and information systems. ElecLink’s key interfaces 

are set out in the figure below. 
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Figure 4 - ElecLink key interfaces 

 

4.2 TECHNICAL OVERVIEW 
ElecLink will employ the latest HVDC technology which is widely used for offshore transmission of 

electricity and in the most recent interconnector projects. HVDC technology has been applied to all 

interconnectors connecting the electricity transmission system of Great Britain to the transmission 

systems of Ireland, France and the Netherlands primarily to allow the interconnection of asynchronous 

transmission networks. The table below sets out an overview of the key technical characteristics. 

Figure 5 - Overview of Technical Characteristics 

Component Description 

Physical 

characteristics 

 Single monopole HVDC system using convertors and land based cables 

 Convertor technology based on voltage source convertors (“VSC”).  

Operating 

Performance 

 ~320 kV DC scheme to allow a transmission of 1000 MW with low 

transmission losses 

 Potential to provide black start capability and power quality control 

Environmental 

impact 

 Low visual impact  

 Low noise  

 Negligible electromagnetic fields  
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4.3 PROJECT BENEFITS 
The Project will bring considerable benefits to electricity market participants and consumers in both 

France and Great Britain. 

 Multi-annual contracts – ElecLink is currently the only planned interconnector between Great 

Britain and continental Europe offering market participants cross-border transmission capacity 

under long-term contracts. Under its 25 year exemption, ElecLink can forward sell up to 800 MW 

of capacity in each direction under multi-annual contracts ranging from 3 to 20 years post 

commissioning; 

 Most advanced new interconnection project – the ElecLink Interconnector is in the most 

advanced stage of development amongst all other planned new interconnections between the 

power markets of  Great Britain and continental Europe;  

 Fast track new interconnection capacity – by utilising the existing Channel Tunnel 

infrastructure ElecLink is able to achieve an accelerated completion timetable compared to sea-

bed projects and expects to commence operations in [late 2017] during a period when reserve 

margins in both the Great Britain and France are forecasted to be in decline; 

 High operating performance – the Project will deploy state-of-the-art HVDC transmission 

technology with high reliability and ramping rates allowing for a flexible and robust operating 

regime. End-to end physical losses will be limited to approximately [2.5%]; 

 Greater security of supply – through the pooling of energy, reserves and other balancing services 

between France and Great Britain; 

 Cross border integration and single market development – by increasing interconnection 

capacity and making efficient use of the wider network capacity, ElecLink will contribute to the 

development of the single European market for electricity; 

 Reduction in carbon emissions – an estimated 6.1 million tonnes of carbon emission savings will 

be achieved during the operating lifetime of the Interconnector by enabling demand across the 

region to be met with lower footprint electricity supply from the wider European electricity 

network;  

 Greater diversity of supply – by combining Great Britain’s thermal dominated electricity 

generation capacity with France’s nuclear dominated electricity generation capacity; 

 Low environmental impact – by using the existing Channel Tunnel, interference with marine life 

is avoided along with disturbance of the sea bed and the coastline. ElecLink will not require any 

overhead transmission lines and will have limited impact on the surrounding environment. 

4.4 PROJECT QUALIFICATIONS 
ElecLink is supported by both the UK and French governments and has been granted the status of Project 

of Common Interest (“PCI”) by the European Commission.  

 On 17 February 2012, the French and UK governments issued a joint communication addressing 

common energy projects and including a reference to ElecLink. "We acknowledge the importance of 

developing new electricity lines between our two countries in order to strengthen further the linking of our 

grids, improve the security of our energy supplies and facilitate the integration of intermittent energy 

sources.  We encourage further studies to be undertaken on the interconnector projects currently under 
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consideration, namely the IFA2 led by the Réseau de Transport d’Electricité and the National Grid … and 

ElecLink led by STAR Capital and Eurotunnel". 

 The Project was identified in the UK Government’s National Infrastructure Plan as part of the 

Chancellor’s Autumn 2012 Statement with regards to how taking advantage of interdependency 

between transport and energy infrastructure creates the opportunity to achieve these benefits at 

lower capital investment costs.  

 In April 2014, in his speech to Eurotunnel employees the Chief Secretary to the Treasury referred 

to ElecLink as “a great example of optimising existing infrastructure for vital new uses”5.  

 ElecLink was approved by the Member States at the European Commission to be included in the 

list of PCIs within the North Sea Offshore Grid group. This is a European Union wide list of 

projects which contribute the most to the implementation of strategic energy infrastructure 

priority corridors and areas. PCIs are allocated the highest status in the national permitting and 

consenting process. 

Furthermore, ElecLink has been granted a 25 year exemption from certain aspects of the Third Energy 

Package. Please refer to section 5 (Regulatory Exemption) for further information. 

4.5 PROJECT TIMETABLE 

4.5.1 Key Milestones to Date 

To date ElecLink has secured: 

 A 1000 MW grid connection agreement with NGET in England with a start date of Q4 2016; 

 A 1000 MW  grid connection agreement with RTE in France with a start date of Q4 2016; 

 A UK electricity interconnector licence; 

 A detailed, binding Heads of Terms with Groupe Eurotunnel, through its subsidiaries, to grant 

ElecLink access to its infrastructure to build the Interconnector;  

 A 25 year exemption from certain provisions of the Third Energy Package from the NRAs in Great 

Britain and France, which has been approved by the European Commission; 

 Acceleration of its planning and environmental permits by leveraging its PCI status; and 

 Detailed technical and financial offers from DBOM contractors.  

                                                           
5 https://www.gov.uk/government/speeches/chief-secretary-to-the-treasury-at-eurotunnel 
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4.5.2 Indicative timetable  

The Open Season is expected to take place in [Q2 2015]. The figure below sets out the indicative timetable. 

Figure 6 - Indicative timetable 

 

EoI  

Market participants are invited to register their interest to acquire capacity on the Interconnector during 

the EoI phase which will run until 1 December 2014. The feedback received from interested parties will 

be taken into account in designing: (a) the composition of products that ElecLink will offer through the 

Open Season (particularly in terms of tenor); and (b) the capacity allocation and usage rules (“ElecLink 

User Rules”) including the design and format of the Open Season.  

Market Consultation 

Following the EoI, ElecLink will consult the market on the proposed ElecLink User Rules. Where relevant 

and in order to ensure consistency with the capacity products already available between France and Great 

Britain, the ElecLink User Rules are intended to be substantially similar to the existing arrangements on 

the IFA interconnector. Indicative Heads of Terms for such ElecLink User Rules are attached as Appendix 

A. The market consultation phase is expected to start in [January 2015] and will last for approximately 

one month.  

Regulatory review and approval of the ElecLink User Rules 

Following the market consultation phase, ElecLink will submit the proposed ElecLink User Rules to the 

NRAs for their review and approval. This is expected to take place in [February 2015]. The NRAs may 

take up to 3 months to complete their review.  

Bidder due diligence 

Prospective buyers will be granted access to a virtual data room including summaries of ElecLink’s key 

contracts, licences and grid connection agreements to facilitate their due diligence. This phase is expected 

to run in parallel with the market consultation and regulatory review phases. 

Open Season and Financial Close 

The Open Season will take place following receipt of regulatory approval for the ElecLink User Rules and 

is currently scheduled for [May 2015]. Parties interested in participating in the final binding bid stage of 

the Open Season will be expected to accede to the ElecLink User Rules prior to the Open Season and 
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agree to be bound by and comply with the ElecLink User Rules. Depending on the results of the Open 

Season, the Shareholders will make a final investment decision whether to proceed with the Project and 

if so, it is anticipated that the Project will proceed to financial close. Construction works will begin shortly 

afterwards. 

5 REGULATORY EXEMPTION 

5.1 CONTEXT 
In September 2013, ElecLink submitted a request for a 25 year exemption pursuant to Article 17 of 

Regulation (EC) No 714/2009 (“Regulation”) to the NRAs. ElecLink requested an exemption from the 

following articles of the European Union directives and regulations:  

 Article 16(6) of the Regulation in respect of the use of congestion revenues; 

 Article 9 of Directive 2009/72/EC (“Electricity Directive”) in respect of ownership unbundling; 

 Article 32 of the Electricity Directive in respect of third party access; and  

 Article 37(6) and 37(10) of the Electricity Directive in respect of regulatory approval of charging 

methodologies. 

The Regulation and the Electricity Directive are referred to in this EoI Notice as the third energy package 

(“Third Energy Package”). 

In April 2014, the NRAs issued a preliminary joint opinion granting ElecLink a partial exemption subject 

to certain conditions.  

Subsequently, the NRAs sent their joint opinion to the European Commission for assessment. In July 2014, 

the European Commission issued their decision on the exemption of ElecLink pursuant to Article 17 of 

the Regulation. The decision is available on the European Commission’s website6.  

Following the European Commission’s decision, the NRAs amended their preliminary joint opinion to 

reflect certain amendments requested by the European Commission. The final joint opinion and final 

exemption decision (“Final Exemption Decision”) are available on the Ofgem7 (in English) and CRE8 

(in French) websites. The English versions of both documents are enclosed in Appendices D and E 

respectively. 

5.2 FINAL EXEMPTION DECISION 
The key aspects of the NRAs’ Final Exemption Decision which concern the Multi-year Products that 

ElecLink intends to allocate through the Open Season are summarised below. This summary: (a) is 

provided for information purposes only and is not exhaustive; (b) does not constitute any form of advice, 

legal or otherwise; and (c) is not intended to serve as a substitute to reading the applicable documents in 

their entirety. 

 

                                                           
6 http://ec.europa.eu/energy/infrastructure/exemptions/doc/doc/electricity/2014_eleclink_decision_en.pdf 

7 https://www.ofgem.gov.uk/ofgem-publications/90312/schedulea-nrasfinalexemptiondecision.pdf 

8 http://www.cre.fr/documents/deliberations/decision/interconnexion-france-grande-bretagne2 
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Product characteristics 

 The capacity allocated through Multi-year Products shall not exceed, at any time, 80% of the 

Interconnector’s capacity (800 MW in each direction); 

 ElecLink shall ensure that the Open Season Rules include the following: 

- No products are allocated for more than 20 years and no contracts shall extend beyond the 

20th year after commissioning; 

- The average contract duration shall not exceed 15 years; 

- Over the whole exemption period, the present value of discounted revenues from capacity 

allocated through multi-year products shall not exceed a maximum amount expressed in 

M€2016 discounted at a nominal rate set by the NRAs. 

- All products allocated through the Open Season for the same delivery period shall have the 

same level of firmness between them; 

- A range of products of different tenors shall be offered, including products with duration equal 

to or shorter than 5 years.  

 Products with timeframes identical to timeframes which exist on regulated interconnections on 

the same border (for example, the products currently available on the IFA interconnector) shall 

respect the same provisions as the products on the regulated interconnections, particularly in 

terms of firmness, and will converge on the same path towards the target models. 

 When Multi-year Products allocated through the Open Season reach the same timeframe as 

regulated products for delivery at the same period (for example, annual products), then such 

Multi-year Products shall comply with the same conditions (including firmness) as the regulated 

products. Prior to the aforementioned timeframe, Multi-year Products allocated through the 

Open Season may have a lower degree of firmness, subject to NRA approval. 

 ElecLink shall maximize day-ahead and intraday capacity by applying Use-It-Or-Sell-It provisions 

and netting. ElecLink shall take part in market coupling. 

Regulatory approval process 

 For capacities allocated through the Open Season and pursuant to paragraphs 6 and 10 of Article 

37 of the Electricity Directive, the NRAs will approve, and may require modification to, ElecLink’s 

access rules and charging methodology/tariffs.  

 ElecLink shall organise a public consultation on the proposed allocation rules before submitting 

them for NRA approval. 

 The NRAs will assess whether the Open Season rules are compliant with the conditions of the 

Final Exemption Decision. 

Limit on multi-year products allocated through the Open Season 

 At any time, no entity can hold more than 40% of the total capacity of the interconnector (400 

MW) in either direction; 

 If an entity holds more than a 40% market share in a relevant geographic market, it shall not hold, 

at any time, more than 20% of the total capacity of the interconnector (200 MW) in the direction 

of the import to this market.9 

                                                           
9 For this purpose market shares are calculated based on generation interests and related undertaking has the meaning given in paragraph 22 of 
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 ElecLink shall refuse any exchange in the secondary market and any transfer to a market 

participant where such exchange or transfer would lead it to exceed the allowed capacity 

threshold. 

 In case of exceeding the market share threshold during the execution of the contract, the 

concerned entity must return the exceeding capacity on the secondary market. ElecLink shall 

ensure that the concerned entity respects this obligation. 

6 SUBMISSION OF DOCUMENTS 

To participate in the EoI, interested parties are invited to complete and sign the enclosed Expression of 

Interest Registration Form (Appendix B) and return a single copy to ElecLink together with two signed 

copies of the enclosed non-disclosure agreement (“Non-Disclosure Agreement”) (Appendix C). All 

documents should be signed by a legal representative of the relevant company. 

Please send scanned copies of the signed documents to: 

Simon Ludlam, simon.ludlam@eleclink.co.uk; and 

Vasilis Machias, vasilis.machias@eleclink.co.uk 

The signed “wet-ink” documents should be sent by courier or registered mail to the following address: 

ElecLink Limited 

22 Hanover Square  

London W1S 1JB 

United Kingdom 

The deadline for submission of the signed Expression of Interest Registration Form and the signed copies 

of the non-Disclosure Agreement is 1 December 2014. The Non-Disclosure Agreement may be returned 

to ElecLink for countersignature at any time prior to the submission of the Expression of Interest 

Registration Form.  

7 REQUESTS FOR CLARIFICATIONS 

All questions and / or requests for clarification should be addressed to: 

Simon Ludlam 

Vice Chairman 

E-mail: simon.ludlam@eleclink.co.uk 

Tel: +44 (0) 20 3693 5322  

Mob: +44 (0) 791 709 4341  

Vasilis Machias 

Head of Sales & Regulation 

E-mail: vasilis.machias@eleclink.co.uk 

Tel: +44 (0)20 3693 5324 

Mob: +44 (0)78 1852 3679 

ElecLink may make the answers to any questions and / or requests for clarification raised by market 

participants available to all interested parties, provided that the identity of the market participant(s) raising 

such questions and / or requests for clarification will remain anonymous. 

                                                           
Article 2 of Directive 2009/72/EC. 

mailto:simon.ludlam@eleclink.co.uk
mailto:vasilis.machias@eleclink.co.uk
mailto:vasilis.machias@eleclink.co.uk


 

15 
 

8 DISCLOSURE 

The EoI Registration Form and any other information received by ElecLink will be treated as confidential 

(“Confidential Information”). Confidential Information will not be disclosed to any other party other than 

(a) the NRAs, provided that the NRAs, acting within their powers, request ElecLink to provide them with 

such information. ElecLink reserves the right to voluntarily summarise and present information received 

as a result of this EoI Notice to the NRAs, provided that such information is summarised and presented in 

aggregated and anonymised form; (b) the Shareholders; and (c) its lenders and advisers, all of whom are 

bound by confidentiality arrangements. 

9 DISCLAIMER 

Conducting the EoI, including publication of this EoI Notice and / or the receipt by ElecLink of a completed 

Expression of Interest Registration Form, does not constitute a commitment by ElecLink or the 

Shareholders to invest in or complete the Project, or to sell any capacity, or supply any service at any 

point in time.  

Conducting the EoI, including publication of this EoI Notice and / or the receipt by ElecLink of a completed 

Expression of Interest Registration Form, does not constitute an offer by ElecLink to conclude any form 

of contract, or an invitation to conclude any contract. An interested party may not rely upon any 

representation or expectation that ElecLink will enter into any relationship or transaction unless based 

upon an agreement in writing signed by the interested party and ElecLink. 

No rights of any kind may be derived by the recipient of this EoI Notice from the contents of this EoI 

Notice.  

ElecLink has taken all reasonable efforts to ensure that the information provided in this EoI Notice, and 

any written information provided in connection with this EoI Notice, is accurate at the time of publication 

of this EoI Notice, but ElecLink makes no representations or warranties, express or implied of any kind 

with respect to such information (or any oral information), including as to the quality, accuracy and 

completeness of all such information. 

This EoI Notice contains “forward-looking statements” – that is, statements related to future, not past 

events. Forward-looking statements by their nature involve subjective judgment and address matters that 

are, to different degrees, subject to a variety of risks and uncertainties that could cause actual results to 

differ materially from those projected. Particular uncertainties that could cause actual results to be 

materially different than those expressed in our forward-looking statements include: current economic 

and financial conditions, including volatility in interest and exchange rates and commodity prices; potential 

market disruptions; the impact of conditions in the financial and credit markets on the availability and cost 

of funding; the impact of regulation and regulatory, investigative and legal proceedings and legal compliance 

risks, including the impact of financial services regulation; adverse market conditions; and other matters 

of national, regional and global scale, including those of a political, economic, business and competitive 

nature. These uncertainties may cause actual future results to be materially different than those expressed 

in our forward-looking statements. 

ElecLink shall be under no obligation to update or correct any inaccuracy in any information supplied by 

it or its advisers (or any affiliates thereof) under or in connection with this EoI Notice, or be otherwise 

liable to you or any other person in respect of any such information.  
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Further, ElecLink assumes no liability in contract, or in tort, or for breach of statutory duty, or otherwise, 

for or in respect of any loss or damage (including any loss or damage that may be indirect, incidental, 

consequential, or exemplary) howsoever arising in respect of or in connection with the information 

contained in this EoI Notice, including with respect to any inaccuracy, incompleteness, or omissions in the 

contents of this EoI Notice. 

Any information received by you in connection with this EoI Notice and the Project, oral or written, is 

confidential and is being provided to you subject to the terms of the Non-Disclosure Agreement. Any 

person in possession of this EoI Notice should familiarise themselves with the terms of the Non-Disclosure 

Agreement and is expected to comply with such agreement.  

10  MISCELLANEOUS  

Terms used in the Appendices of this EoI Notice and not otherwise defined therein have the meaning and 

construction given to them in the main body of this EoI Notice.  

Use of square brackets around dates, terms or phrases (for example, “[•]”) denote that such dates, terms 

or phrases remain subject to change prior to commencement of the Open Season. 
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11 APPENDIX A – INDICATIVE HEADS OF TERMS 

We set out below the indicative heads of terms (the “Indicative Heads of Terms”) for Multi-year 

Products that may be offered by ElecLink to interested parties through the Open Season.  In order to 

ensure consistency with the capacity products currently traded between France and Great Britain, the 

indicative terms set out below take an approach which is similar to provisions already seen in the market, 

for example, the IFA access rules (version 9)10. 

ElecLink reserves its right to amend, substitute, or withdraw, these Indicative Heads of Terms at any time.  

The final Heads of Terms will form part of the ElecLink User Rules which will be consulted on with 

prospective buyers and are subject to the approval of the NRAs. 

INDICATIVE HEADS OF TERMS 

1. GENERAL  

1.1. Parties Buyer: the successful bidder(s) in the Open Season (“LT Capacity 

Holder”) 

Seller: ElecLink Ltd (“ElecLink”) 

1.2. Definitions “Bid Acceptance Notice” means the notice served by ElecLink to the 

LT Capacity Holder in accordance with the terms of the Open Season 

Rules specifying the volume (in MW), direction (GB-Fr / Fr-GB), Contract 

Period and price of the Physical Transmission Rights that have been 

allocated to the LT Capacity Holder following the conclusion of the Open 

Season. 

“Commercial Operations Start Date” means the date notified by 

ElecLink to the LT Capacity Holder on which the interconnector capacity 

will be made available for use to the LT Capacity Holder. 

“Contract Period” means the period commencing on the Commercial 

Operations Start Date and ending on the date specified in the Bid 

Acceptance Notice, during which the LT Capacity Holder has contracted 

for Physical Transmission Rights. 

“DBOM Contract” means any agreement between ElecLink and the 

DBOM contractor(s) in relation to the construction, physical operation 

and maintenance of the Interconnector. 

“Financial Close” means the date on which ElecLink receives notice from 

its lenders that the conditions precedent under its Financing Agreements 

have been satisfied in full, or waived, such that ElecLink may draw-down 

funds under such Financing Agreements. 

“Financing Agreements” means the agreements between ElecLink and 

its lenders relating to the provision of finance in connection with the 

construction, operation and maintenance of the Interconnector. 

                                                           
10 The IFA access rules (version 9) can be found at the following address:  

http://www2.nationalgrid.com/About-us/European-business-development/Interconnectors/France/Documentation/   
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“Force Majeure Event” [the scope of this definition will be determined 

by ElecLink prior to the consultation on the ElecLink User Rules, but is 

expected to include force majeure events as covered in the IFA access 

rules (version 9) and as set out in any DBOM Contracts and in the 

arrangements ElecLink proposes to enter into with Groupe Eurotunnel 

with respect to access to the Channel Tunnel]. 

“Interconnector” means the proposed 1000 MW high-voltage direct 

current interconnector between France and England to be developed by 

ElecLink. 

“Open Season” means the process, in accordance with the Open Season 

Rules, by which ElecLink intends to auction multi-year Physical 

Transmission Rights. 

“Open Season Rules” means the rules governing the Open Season which 

the LT Capacity Holder will accede to prior to participating in the Open 

Season. 

“Physical Transmission Right” means a right of use of the 

Interconnector made available by ElecLink entitling the holder of such right 

to transmit an agreed volume of electricity, for an agreed period of time, 

across the Interconnector, in a specific direction; 

“Settlement Period” means each half-hour period coinciding with 

Settlement Periods as defined in the Balancing and Settlement Code in the 

UK. 

2. COMMENCEMENT 

2.1. Commencement, 

Term 

The capacity contract (“LT Capacity Contract”) shall come into effect 

on the date that the LT Capacity Holder receives a Bid Acceptance Notice 

in accordance with the Open Season Rules (the “Effective Date”) and 

shall continue until the expiry of the Contract Period. 

3. COMMISSIONING 

3.1 Commencement 

of Operational Period  

ElecLink shall use reasonable endeavours to ensure that the Commercial 

Operations Start Date occurs on or prior to [1 November 2017 11 ] 

(“Scheduled Commissioning Date”). 

If there is a delay to the Scheduled Commissioning Date, the Scheduled 

Commissioning Date shall be extended by the number of days of delay. 

Prior to the Open Season ElecLink will confirm to interested parties the 

compensation mechanism that will apply if there is a delay to the Scheduled 

Commissioning Date for reasons other than a Force Majeure Event.12 

                                                           
11 The Scheduled Commissioning Date will be confirmed to interested parties prior to the binding bid stage of the Open Season. 
12 For the purpose of this EoI, interested parties are invited to provide an indicative pricing offer on the assumption that any delay risk (other 
than delay arising from a Force Majeure Event) will be borne by ElecLink.  
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4. PRODUCT DEFINITION 

4.1. Product type Physical Transmission Rights with Use-It-Or-Sell-It principle 

4.2. Volume13  Up to 800 MW in the direction from France to Great Britain; and 

 Up to 800 MW in the direction from Great Britain to France. 

Interested parties should take note of the limitations that apply on the 

volume of Multi-year Products that a single party can buy in accordance 

with the terms of the Final Exemption Decision (Appendix D). 

4.3. Tenor Up to 20 calendar years from the Scheduled Commissioning Date 

4.4. Profile Base-load (24 hours per day for the entire contract duration excluding 

periods of planned outage) 

4.5. Clip size Parties are invited to express their interest in multiples of 5 MW 

4.6. Indicative price 

(“Capacity Fee”) 

Expressed in €/MWh (nominal) 

 5. NOMINATIONS, SECONDARY MARKET AND USE-IT-OR-SELL-IT PRINCIPLE  

5.1. Day-ahead 

Nominations 

 In each Settlement Period arising during the Contract Period, the LT 

Capacity Holder shall be entitled to nominate to ElecLink an electricity 

transmission on the Interconnector at the mid-point between the 

respective metering stations in France and Great Britain (the “LT 

Nomination”). 

In relation to any given day (“Day D”), LT Nominations must be made in 

the period from [16.30] on the Day D-2 until [09.30] on Day D-1 

(“Nomination Window”). Times are expressed in CET. The 

Nomination Window will be aligned with the respective nomination 

window applicable to the IFA interconnector as at the Commercial 

Operations Start Date. 

5.2. Losses The physical flow on the Interconnector will be subject to transmission 

losses. A loss factor will be applied on the LT Nominations. For the 

purpose of this EoI, interested parties should take into consideration an 

indicative end-to-end loss factor of [2.5%] applied on a mid-point basis. 

The exact loss factor will be confirmed to prospective buyers prior to the 

Open Season.  

5.3. Resale of capacity The LT Capacity Holder shall be entitled to resell all or part of its long 

term Physical Transmission Rights in the short-term explicit auctions (for 

example, the yearly and monthly auctions) that may be operated by 

ElecLink prior to or after the Commercial Operations Start Date. In such 

                                                           
13 The total volume allocated through multi-year products will be set at such level so that, over the whole exemption period, the present value 

of discounted revenues from the sale of such multi-year products does not exceed a maximum amount expressed in M€2016 discounted at a 

nominal rate set by the NRAs. 
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case, the LT Capacity Holder shall be entitled to receive the clearing price 

of the respective short-term explicit auction for each unit of capacity 

(MW) resold through this mechanism. The mechanism for determining the 

clearing price in such short-term explicit auctions will reflect the principles 

currently applicable to the respective auctions on the IFA interconnector 

(as per IFA rule D7). 

5.4. Transfer of 

capacity 

If the LT Capacity Holder identifies a party to which it wishes to transfer 

its rights (but not obligations) in respect of any portion of its long term 

Physical Transmission Rights, it shall notify ElecLink of the intended 

transferee as well as the total volume of capacity to be transferred. 

ElecLink shall approve the transfer unless completion of the transfer 

request would constitute a breach of the conditions of the Final Exemption 

Decision, in particular in respect of the limitations that apply on the volume 

of Multi-year Products that a single party can hold at any time. 

5.5. Use-It-Or-Sell-It 

(UIOSI) 

 In the absence of a LT Nomination by the relevant nomination gate closure, 

any capacity which has not been nominated will be offered by ElecLink into 

the implicit daily auction (market coupling)14. 

 The proceeds from the sale of this non-nominated capacity in the implicit 

daily auction shall be paid by ElecLink to the LT Capacity Holder, valued as 

the maximum of: 

 €0/MWh; and 

 the mid-point day-ahead market spread in the direction of the non-

nominated capacity for the relevant hours (after losses) 

 6. FIRMNESS AND CURTAILMENT PROVISIONS 

6.1. Planned outages  Prior to the start of each calendar year, ElecLink will provide the LT 

Capacity Holder with a schedule of planned outages for the following year. 

Planned outages are expected to last for approximately [10] days per year. 

Further information will be provided to interested parties prior to the 

Open Season. 

 ElecLink will be permitted to make changes to that schedule subject to 

reasonable notice and an obligation to act as a reasonable and prudent 

operator. ElecLink will not be liable for any losses incurred by the LT 

Capacity Holder as a result of any change to the planned outage schedule. 

However, the Capacity Fee will not be payable in respect of any such 

periods of planned outages. 

6.2. Unplanned 

outages – capacity 

shortage 

ElecLink shall notify the LT Capacity Holder as soon as reasonably possible 

following an unscheduled outage or any other capacity shortage that may 

result in curtailment of its Physical Transmission Rights. 

 A capacity shortage occurs when the available Interconnector capacity is 

less than the total capacity allocated to capacity holders and/or nominated 

by the relevant nomination gate closure.  

                                                           
14 Or explicit daily auctions as a back-up should it be impossible to run an implicit daily auction. 
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6.3. Curtailment 

Priority 

In the event of a capacity shortage in any direction for a particular 

Settlement Period, the long term Physical Transmission Rights and, if 

necessary, the LT Nominations may be curtailed. The curtailment priority 

rules will substantially follow the principles currently applicable to 

curtailments on the IFA interconnector (as per IFA rule E7). 

6.4 Curtailment 

Compensation  

In the event of a curtailment, LT Capacity Holders will be entitled to 

receive compensation. The compensation rules will substantially reflect the 

principles currently applicable to curtailments on the IFA interconnector 

(as per IFA rule E8). 

7. PAYMENT AND COLLATERAL 

7.1. Invoicing  The Capacity Fee will be payable to ElecLink in monthly instalments in 

advance in EUR. 

7.2. Payment Security  Limits will be set by ElecLink with regards to (a) the maximum volume of 

capacity (MW); and (b) the maximum tenor (years) interested parties will 

be allowed to bid for in the Open Season. These limits will be determined 

by reference to the conditions of the Final Exemption Decision, as well as, 

the individual credit ratings (and/or tangible net worth) of bidders and the 

requirements of ElecLink’s lenders. The limits will be confirmed to 

interested parties prior to the Open Season.  

In addition, the LT Capacity Holder will be required to post credit cover 

equal to [1] month’s liabilities under the LT Capacity Contract. Credit 

cover must be in the form of: 

 a letter of credit from a bank or financial institution with a long 

term debt rating15 by either Standard & Poor’s Corporation or 

Moody’s Investors Services Inc. which is acceptable to ElecLink and 

ElecLink’s lenders; or 

 a cash deposit in a deposit account established and notified by 

ElecLink.  

8. OTHER   

8.1. Financing 

Requirements 

 Requirement for LT Capacity Holder to enter into a security / quasi-

security arrangement with lenders in an agreed form (for example, ElecLink 

may be required to provide security over / assign the benefits of the LT 

Capacity Contract to its lenders) and provide all reasonable assistance and 

information as required by the Financing Agreements. The required form 

of security / quasi-security arrangement with lenders will be made available 

to interested parties prior to the Open Season. 

8.2. Governing law  The ElecLink User Rules will be governed by the laws of England and 

Wales. 

                                                           
15 The required long-term debt rating of such credit cover will be confirmed to prospective buyers prior to the Open Season. 
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12 APPENDIX B – EXPRESSION OF INTEREST REGISTRATION 

FORM (NON-BINDING) 

Disclaimer 

Participation in this EoI, including submission of this Expression of Interest Registration Form, does not 

constitute a commitment by us to buy any capacity or service from ElecLink. Any costs to us incurred in 

connection with this EoI shall be borne by us. Participation in this EoI, including submission of this 

Expression of Interest Registration Form does not constitute an offer by us to conclude any form of 

contract or an invitation to conclude any contract. ElecLink may not rely upon any representation or 

expectation that we will enter into any relationship or transaction unless based upon an agreement in 

writing signed by ElecLink and us. 

 

This Expression of Interest Registration Form contains “forward-looking statements” – that is, statements 

related to future, not past, events. Forward-looking statements by their nature involve subjective judgment 

and address matters that are, to different degrees, subject to a variety of risks and uncertainties that could 

cause actual results to differ materially from those projected. Particular uncertainties that could cause 

actual results to be materially different than those expressed in our forward-looking statements include: 

current economic and financial conditions, including volatility in interest and exchange rates and 

commodity prices; potential market disruptions; the impact of conditions in the financial and credit 

markets on the availability and cost of funding; the impact of regulation and regulatory, investigative and 

legal proceedings and legal compliance risks, including the impact of financial services regulation; adverse 

market conditions; and other matters of national, regional and global scale, including those of a political, 

economic, business and competitive nature. These uncertainties may cause actual future results to be 

materially different than those expressed in our forward-looking statements. We do not undertake to 

update or revise any of the observations, projections or forward-looking statements contained herein or 

any other information contained herein.   

 

The information being provided in this Expression of Interest Registration Form and other information 

received by you in connection with this Expression of Interest Registration Form, oral or written, is 

confidential and is being provided to you subject to the terms of the Non-Disclosure Agreement. The 

Non-Disclosure Agreement strictly limits your use and disclosure of this Expression of Interest 

Registration Form and all other related information.  
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1. Company Information 

1.1 Company Name  

 

1.2 Registered address  

 

 

 

1.3 Registration number  

 

1.4 VAT number  

 

2. Contact Details 

2.1 Name  

 

2.2 Title  

 

2.3 Telephone  

 

2.4 Fax  

 

2.5 E-mail  

 

2.6 Postal address  
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3. Indicative Prices and Demand 

As described in the main body of this document, ElecLink is considering offering a range of different contract durations through the Open Season.  ElecLink is 

seeking the views of interested parties in order to inform its decision in this respect.  

The purpose of the following questions is to help ElecLink understand the relative value that prospective buyers place on alternative contract durations. As well 

as informing product design, responses to these questions will also be used to evaluate the credibility of potential participants in the Open Season, and for 

ElecLink’s own appraisal of the financing of the Project.  

3.1 Direction from France to Great Britain 

3.1.1 What value would you attribute to a contract for Physical Transmission Rights from 

France to Great Britain with a tenor of 3 calendar years, starting from 1 January 2018 

(i.e. covering the period 1 January 2018 to 31 December 2020)?   

€_____             /MWh 

  

3.1.2 What value would you attribute to similar 

contracts for Physical Transmission Rights from 

France to Great Britain, but with later start dates? 
 

 

Suppose the value of a 3-year product starting on 1 January 

2018 is denoted as 100%.  Please express a relative value for 

each of the other products listed here as a percentage. 

 

 

 

 

 

 

 

 

 

 

 

1 Jan. 2018 

 -  

31 Dec. 2020 

(First 3 years of 

operation) 

1 Jan. 2021 

-  

31 Dec. 2022 

(Years 4-5 after 

start of operations) 

1 Jan. 2023 

 –  

31 Dec. 2024 

(Years 6-7 after start of 

operations) 

1 Jan. 2025  

–  

31 Dec. 2027 

(Years 8-10 after 

start of operations) 

1 Jan. 2028  

–  

31 Dec. 2032 

(Years 11-15 after 

start of operations) 

1 Jan. 2033  

–  

31 Dec. 2037 

(Years 15-20 after 

start of operations) 

100% ___% ___% ___% ___% ___% 
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3.1.3 What is your level of demand for Physical 

Transmission Rights from France to Great Britain 

for each period of time? 

 
 

 

For example, if you hope to acquire contracts for 100MW of 

capacity with a tenor of 3 years and 50 MW of capacity with 

a tenor of 5 years then this equates to 150MW of demand 

for the first 3 years and 50MW of demand for the subsequent 

2 years. 

 

1 Jan. 2018 

 -  

31 Dec. 2020 

(First 3 years of 
operation) 

1 Jan. 2021 

-  

31 Dec. 2022 

(Years 4-5 after 
start of operations) 

1 Jan. 2023 

 –  

31 Dec. 2024 

(Years 6-7 after start of 
operations) 

1 Jan. 2025  

–  

31 Dec. 2027 

(Years 8-10 after 
start of operations) 

1 Jan. 2028  

–  

31 Dec. 2032 

(Years 11-15 after 
start of operations) 

1 Jan. 2033  

–  

31 Dec. 2037 

(Years 15-20 after 
start of operations) 

___MW ___MW ___MW ___MW ___MW ___MW 

3.1.4 Interested parties may wish to provide a brief commentary on the indicative prices 

they have provided. For example, what in your view are the key determinants of your 

expected value of interconnection capacity in future and what are the key risk factors 

you have taken into account in estimating the indicative prices you have provided.  

Please use this space to provide any comments you may have. 

 

 

 

 

 

 

3.1.5 Do you have any other comments on the indicative prices and levels of demand 

you have provided? 
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3.2 Direction from Great Britain to France 

3.2.1 What value would you attribute to a contract for Physical Transmission Rights from 

Great Britain to France with a tenor of 3 calendar years, starting from 1 January 2018 

(i.e. covering the period 1 January 2018 to 31 December 2020)?   

€_____             /MWh 

3.2.2 What value would you attribute to similar 

contracts for Physical Transmission Rights from 

Great Britain to France, but with later start dates? 
 

 

Suppose the value of a 3-year product starting on 1 January 

2018 is denoted as 100%.  Please express a relative value for 

each of the other products listed here as a percentage. 

 

1 Jan. 2018 

 -  

31 Dec. 2020 

(First 3 years of 
operation) 

1 Jan. 2021 

-  

31 Dec. 2022 

(Years 4-5 after 
start of operations) 

1 Jan. 2023 

 –  

31 Dec. 2024 

(Years 6-7 after start of 
operations) 

1 Jan. 2025  

–  

31 Dec. 2027 

(Years 8-10 after 
start of operations) 

1 Jan. 2028  

–  

31 Dec. 2032 

(Years 11-15 after 
start of operations) 

1 Jan. 2033  

–  

31 Dec. 2037 

(Years 15-20 after 
start of operations) 

100% ___% ___% ___% ___% ___% 

3.2.3 What is your level of demand for Physical 

Transmission Rights from Great Britain to France 

for each period of time? 

 
 

As an example, if you hope to acquire contracts for 100MW 

of capacity with a tenor of 3 years and 50 MW of capacity 

with a tenor of 5 years then this equates to 150 MW of 

demand for the first 3 years and 50 MW of demand for the 

subsequent 2 years. 

1 Jan. 2018 

 -  

31 Dec. 2020 

(First 3 years of 

operation) 

1 Jan. 2021 

-  

31 Dec. 2022 

(Years 4-5 after 

start of operations) 

1 Jan. 2023 

 –  

31 Dec. 2024 

(Years 6-7 after start of 

operations) 

1 Jan. 2025  

–  

31 Dec. 2027 

(Years 8-10 after 

start of operations) 

1 Jan. 2028  

–  

31 Dec. 2032 

(Years 11-15 after 

start of operations) 

1 Jan. 2033  

–  

31 Dec. 2037 

(Years 15-20 after 

start of operations) 

___MW ___MW ___MW ___MW ___MW ___MW 
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3.2.4 Interested parties may wish to provide a brief commentary on the indicative prices 

they have provided. For example, what in your view are the key determinants of your 

expected value of interconnection capacity in future and what are the key risk factors 

you have taken into account in estimating the indicative prices you have provided.  

Please use this space to provide any comments you may have. 

 

 

 

 

 

 

 

 

3.2.5 Do you have any other comments on the indicative prices and levels of demand 

you have provided? 

 

 

4. Governance 

In this section we ask for information about the internal governance processes of prospective buyers. The information provided will help ElecLink design an end-

to-end process that will (a) provide parties with sufficient information; and (b) allow sufficient time so that prospective buyers can carry out their due diligence 

and secure the necessary internal approvals ahead of the binding bid stage of the Open Season. Please note that parties interested in participating in the final 

binding bid stage of the Open Season will be expected to accede to the ElecLink User Rules prior to the Open Season and agree to be bound by and comply with 

the ElecLink User Rules. 

4.1 Do you have any governance or institutional restrictions that affect your 

ability to purchase contracts with a long tenor or high nominal value? Please 

provide information on any indicative thresholds that may apply. 

For instance, does entering into contracts of a particular tenor require: (a) Board 

approval; (b) CEO approval; or (c) special accounting treatment? If so, please 

note this and describe whether you intend to seek these approvals before 

participating in the Open Season and how long it would take you to secure such 

approvals. 
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4.2 Please describe what credit support, if any, you would require from ElecLink. 
 

 

 

 

 

 

4.3 Prior to the binding bid stage, ElecLink intends to provide interested parties 

with access to a virtual data room to facilitate their due diligence.  This may 

include summaries (commercially sensitive information will be redacted) of: 

 ElecLink’s key contracts in respect of the construction, operation and 

maintenance of the Interconnector; 

 ElecLink’s licenses and grid connection agreements; and 

 The long-term Access Agreement setting out the terms on which 

Groupe Eurotunnel will grant ElecLink access to the Channel Tunnel 

and other land occupied by Groupe Eurotunnel. 

Please explain if you require any further information in order to conduct your 

legal, technical and financial due diligence, and indicate the time required for you 

to complete your due diligence. 

 

4.4 Depending on the results of the Open Season, the Shareholders will make a 

final investment decision whether to proceed with the Project and if so, it is 

anticipated that, within [3] months from the conclusion of the Open Season, 

ElecLink will conclude all necessary agreements with the lenders in relation to 

the provision of finance for the construction and operation of the 

Interconnector.  

In the event that ElecLink has not reached Financial Close within a period of [3] 

months from the Effective Date (“FC Long Stop Date”), the LT Capacity 

Holder shall be entitled to terminate the LT Capacity Contract.  
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Would you require a reopener clause to cover the [3] month period between 

the Effective Date and the FC Long Stop Date? If so, please provide details of 

the reopener clause(s) you would require in this respect. 

In addition, please state what timeframe would be acceptable to you in regards 

to the period between the Effective Date and the FC Long Stop Date without 

any reopener clause. 

4.5 Do you have any further comments on governance issues? 
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5. Product Design 

In this section we ask for information on potential product characteristics that may be offered in the Open Season. 

5.1 Do you have a preference for Financial Transmissions Rights16 (FTRs) over 

Physical Transmission Rights (PTRs)? If so, please state your reasons and 

indicate the relative value you would assign to FTRs relative to PTRs.  

Suppose the value for a PTR is denoted as 100%.  Please express the relative 

value for a FTR of the same duration and direction as a percentage of this value. 

  

5.2 Would you value the opportunity to buy bi-directional products, i.e. a 

contract that bundles together capacity rights (a) from Great Britain to France 

and (b) from France to Great Britain? 

If so, please state your reasons and indicate in percentage terms the relative 

value you would assign to a bi-directional product vis-à-vis a single-direction 

product from France to Great Britain. 

  

For tenors in excess of 5 years, from the Commercial Operations Start Date, an alternative to the fixed-price approach may be a hybrid structure with the 

following characteristics: 

 Fixed price for the first 5 years of the contract from the Commercial Operations Start Date; followed by 

 Indexed price with a Floor for the remainder of the contract duration.  

Under such pricing structure, the Capacity Fee after the first 5 years of the contract from the Commercial Operations Start Date would be: 

a. Updated periodically (e.g. on a yearly, monthly or daily basis) as a function of an underlying market reference index reflecting a measure of the market 

value of the Interconnector capacity (e.g. the difference in price between the front calendar year products in Great Britain and France or the average 

hourly spread between wholesale spot prices in Great Britain and France); and 

b. Be subject to a minimum guaranteed price (“Floor”). 

                                                           
16 FTR means a right entitling its holder to receive financial remuneration equal to the difference (adjusted for transmission losses) between the day-ahead prices in Great Britain and France in a specific 

direction during the contract duration. Please note that a FTR is directly linked to the availability and operation of the Interconnector, i.e. in the event of a capacity shortage FTRs may need to be 
curtailed. In the event of a curtailment, FTR holders shall be entitled to compensation. The compensation mechanism will follow substantially the same principles as the compensation mechanism for 

PTRs. 
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5.3 Would you value the opportunity to buy contracts with such an approach 

to pricing?  Please state your reasons. 

  

5.4 If so, what do you believe is an appropriate indexation formula to be applied? 

Please provide details of the appropriate indexation mechanisms as well as your 

estimate of an appropriate Floor. 

 

  

5.5 Do you have further comments on the specification of the transmission 

capacity contracts that will be offered through the Open Season? 

  

 

6. Auction Design  

The Open Season will comprise a competitive auction. In this section, we seek your views on the design of this auction.  

6.1 To what extent is your demand for different tenors substitutable?  For 

example, if the price of 5-year contracts relative to 10-year contracts 

changed significantly during the auction, would you consider shifting 

demand between such products? 
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6.2 Would you value the opportunity to purchase contracts of different 

tenors simultaneously, as opposed to in sequential auctions? Please state 

your reasons. 

  

6.3 Would you value the opportunity to purchase contracts for each 

direction simultaneously, as opposed to bidding for these products in 

sequential auctions? Please state your reasons. 

  

6.4 Do you have any further comments on auction design?   
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We confirm that we have read, understood and accepted all aspects of the EoI Notice, including but not 

limited to section 9 (Disclaimer) of the main body of the EoI Notice. 

This EoI Registration Form is hereby submitted by: 

Name  

 

Title  

 

Signature  

 

Telephone  

 

Fax  

 

E-mail  

 

Date  
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13 APPENDIX C – NON-DISCLOSURE AGREEMENT 

[name of counterparty / counterparty address] 

[•] 2014 

Dear Sirs  

Non-Disclosure Agreement (“Agreement”) 

1. ElecLink Limited (“ElecLink”) wishes to develop, construct, operate and maintain a permanent high 

voltage electrical connection and ancillary infrastructure (with a 1000MW capacity) between the high 

voltage grids operated by Réseau de Transport d’Électricité (“RTE”) and National Grid Electricity 

Transmission plc (“NGET”), through the Channel Tunnel between France and England and on and 

across surrounding land (the “Interconnector”). 

 

2. [Name of counterparty] (“[•]”) ([Counterparty] and ElecLink, each individually, a “Party” or 

collectively, the “Parties”) wishes  to analyse, consider, evaluate, price and pursue all other aspects 

relating to ElecLink’s auction of Interconnector Capacity, including, but not limited to, the Expression 

of Interest Phase and the Open Season Process (“Project”).   

 

3. Each Party and its shareholders, affiliates and the officers, directors, employees, auditors and 

professional advisers of each Party, its shareholders and affiliates (“Representatives”) will disclose 

Confidential Information to the other Party. Such disclosure shall be in accordance with and subject 

to the terms and conditions of this Agreement. 

 

4. Unless otherwise defined in this Agreement, defined terms will have the meanings given to them in 

this paragraph 4: 

“Confidential Information” means any information relating to each Party and the Project which is 

made available (whether before or after this Agreement is executed) to the other Party and / or its 

Representatives for the purpose of pricing, analysing, considering, evaluating or pursuing the Project 

and includes any information, analyses, compilations, notes, studies, memoranda or other documents 

derived from, containing, or reflecting such information, and shall include the existence of the Project 

and any discussions or negotiations with regard to the Project. 

“Expression of Interest Notice” means the non-binding, indicative expression of interest notice 

for the allocation of multi-year products on the ElecLink interconnector between France and Great 

Britain published by ElecLink at the start of the Expression of Interest Phase. 

 “Expression of Interest Phase” means the period during which potential users of Interconnector 

Capacity shall submit non-binding and indicative bids in relation to the terms of potential long-term 

contracts that may be entered into with ElecLink including but not limited to: (a) volume; (b) tenor; 

and (c) price with respect to such Interconnector Capacity. 

“Final Exemption Decision” means the Final Joint Opinion of the Commission de regulation de 

l’énergie (France) and the Gas and Electricity Markets Authority (Great Britain) on ElecLink’s 

exemption request under article 17 of  Regulation EC no 714/2009 for an electricity interconnector 

between France and Great Britain, including its Schedules. 
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“Financiers” means ElecLink’s debt financiers or proposed debt financiers (including any security 

trustee or agent or facility agent acting on behalf of the financiers). 

“Interconnector Capacity” means the right of use of the Interconnector made available by 

ElecLink to facilitate the transmission of energy by users between England and France. 

“Open Season Process” means the procedure through which ElecLink shall auction Interconnector 

Capacity to certain pre-qualified potential users on a legally binding basis and enter into long-term 

capacity contracts with such users. 

“NRAs” means the Commission de regulation de l’énergie of France and/or the Office of Gas and 

Electricity Markets of Great Britain 

5. In consideration of each Party and / or its Representatives agreeing to supply, and so supplying, the 

Confidential Information to the other Party and / or its Representatives and agreeing to enter into 

discussions between the Parties, each Party hereby undertakes and agrees as follows: 

 

(a) to hold the Confidential Information in confidence and not to sell, trade, publish or otherwise 

disclose or permit it to be made available to any person, firm or company in any manner 

whatsoever, including by means of photocopy or reproduction, or electronic transmission (except 

to its Representatives) without the other Party’s prior written consent and to ensure that all 

Confidential Information is protected with appropriate security measures; 

(b) only to use the Confidential Information for the sole purpose of analysing, considering, evaluating 

or pursuing the Project and shall not use such Confidential Information for any other purpose; 

(c) upon written demand, either to return the Confidential Information and any copies of it to the 

Party providing such Confidential Information or to confirm in writing that, save as required by 

law, regulation, regulatory authority or internal policy, such Confidential Information has been 

destroyed or permanently erased (to the extent technically practicable) and use reasonable 

endeavours to ensure that anyone to whom such Party has supplied Confidential Information 

destroys or permanently erases (to the extent technically practicable) such Confidential 

Information and any copies made by them, save as required by law, regulation, regulatory authority 

or internal policy;  

(d) to ensure that each person to whom disclosure of Confidential Information is made by each Party 

is fully aware in advance of such Party’s obligations under this Agreement; 

(e) to use all reasonable endeavours to procure that its Representatives to whom Confidential 

Information is to be made available observe the obligations contained in this Agreement. Each 

Party shall be liable for any breach by any of its Representatives of the obligations set out in this 

Agreement; 

(f) to keep confidential and not to disclose to anyone (other than the Representatives) the fact that 

the Confidential Information has been made available or that discussions or negotiations are taking 

place or have taken place between the Parties in connection with the Project;  

(g) that no person:  

(i) gives any warranty or makes any representation, express or implied, as to the accuracy, 

reliability or completeness or otherwise of the Confidential Information or any other 

information supplied by either Party or its advisers (or any affiliates thereof) or the 

assumptions on which the Confidential Information or any such information is based;  

(ii) shall be under any obligation to update or correct any inaccuracy in the Confidential 

Information or any other information supplied by either Party or its advisers (or any 
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affiliates thereof) or be otherwise liable to you or any other person in respect of the 

Confidential Information or any such information; or 

(iii) shall make or permit or solicit or assist any other person to make any announcement or 

disclosure of our discussions or of our interest in the Project without the other Party’s 

prior written consent, 

save as may subsequently be agreed; 

(h) (i) that some or all of the Confidential Information is or may be price sensitive information and 

that the use of such information may be regulated or prohibited by applicable legislation including 

securities law relating to insider dealing and market abuse; and (ii) not to use any Confidential 

Information for any unlawful purpose; and 

(i) damages may not be an adequate remedy for any breach by either Party of the provisions of this 

Agreement and each Party shall be entitled to seek the remedies of injunction, specific 

performance and other equitable relief for any threatened or actual breach of any such provision 

by the other Party or any other relevant person without prejudice to any other rights or remedies 

which either Party may have. 

This paragraph 5 does not exclude liability for, or any remedy in respect of, fraudulent misrepresentation. 

6. Nothing in paragraph 5 of this Agreement shall apply to any information or Confidential Information: 

(a) which at the time of its disclosure is in the public domain; 

(b) which after disclosure comes into the public domain for any reason except as a direct or indirect 

result of any Party’s or any other person’s failure to comply with the terms of this Agreement; 

(c)  which was lawfully in the other Party’s possession prior to such disclosure (as can be 

demonstrated by such Party’s written records or other reasonable evidence) free of any 

restriction as to its use or disclosure prior to its being so disclosed; 

(d) which is subsequently received by a Party from a third party without obligations of confidentiality 

(for the avoidance of doubt, neither Party shall be required to enquire whether there is a duty of 

confidentiality);  

(e) which a Party is requested or required to disclose, retain or maintain by any applicable law, 

regulation, the rules and regulations of any recognised stock exchange, or pursuant to any order 

of a court of competent jurisdiction or regulatory authority acting within its powers (including in 

the case of ElecLink, the NRAs). ElecLink reserves the right to voluntarily summarise and present 

information received as a result of the Expression of Interest Notice to the NRAs, provided that 

such information is summarised and presented in aggregated and anonymised form; or 

(f) which ElecLink is required to make public in accordance with the Final Exemption Decision. 

 

7. ElecLink may disclose Confidential Information to its Financiers provided that such Financiers are 

subject to binding confidentiality agreements. 

 

8. Subject to the provisions of any agreement(s) relating to the Project to be negotiated and entered 

into between the Parties to this Agreement, the Confidential Information shall remain the property 

of the Party providing it and its disclosure shall not confer on the Party receiving it any rights (including 

any intellectual property rights) over the Confidential Information whatsoever beyond those 

contained in this Agreement. 
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9. The disclosure of Confidential Information pursuant to this Agreement and any prior or future 

discussions or other communications between the Parties shall not confer any right nor impose or 

create any legally binding obligations on the Parties other than those agreed herein or as otherwise 

expressly agreed subsequently to the date hereof in writing. Neither Party shall rely upon any 

representation nor expectation that the other Party will enter into any relationship or transaction 

unless based upon another agreement in writing signed by the Parties. Nothing contained in this 

Agreement is intended to imply or create an exclusive relationship between the Parties, nor to prevent 

either Party from having discussions with third parties. Nothing in this Agreement implies any 

partnership or joint venture between the Parties or is to be construed as making one party the agent 

or fiduciary of the other. 

 

10. If either Party becomes aware of a breach of this Agreement it agrees (to the extent permitted by 

law) to inform, as soon as reasonably practicable, the other Party. 

 

11. This Agreement constitutes the entire agreement between the Parties in relation to such Parties’ 

obligations regarding Confidential Information and supersedes any previous agreement, whether 

express or implied, regarding Confidential Information. 

 

12. No failure or delay in exercising any right or remedy under this Agreement will operate as a waiver 

thereof nor will any single or partial exercise of any right or remedy preclude any further exercise 

thereof or the exercise of any other right or remedy under this Agreement or otherwise. 

 

13. No variation of this Agreement shall be effective unless in writing and signed by or on behalf of each 

of the Parties. 

 

14. Each Party confirms that it is acting as principal and not as nominee, agent or broker for any other 

person and that it will be responsible for any costs incurred by it or its Representatives in pricing, 

analysing, considering, evaluating or pursuing the Project and in complying with the terms of this 

Agreement. 

 

15. If any provision of this Agreement is held to be invalid or unenforceable by any judicial or other 

competent authority, all other provisions of this Agreement will remain in full force and effect and will 

not in any way be impaired. 

 

16. If any provision of this Agreement is held to be invalid or unenforceable but would be valid or 

enforceable if some part of the provision were deleted the provision in question will apply with the 

minimum modifications necessary to make it valid and enforceable. 

 

17. This Agreement shall commence on the date of this Agreement and shall end on the second 

anniversary of the date of this Agreement. 

 

18. This Agreement and any non-contractual obligations arising out of or in connection with it shall be 

governed by and construed in accordance with English law and the parties irrevocably submit to the 

exclusive jurisdiction of the Courts of England and Wales in respect of any claim, dispute or difference 

arising out of or in connection with this Agreement (including a dispute relating to any non-contractual 

obligation arising out of or in connection with this Agreement). 
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19. Except as otherwise expressly stated, this Agreement does not confer any rights on any person or 

party (other than the Parties to this Agreement) pursuant to the Contracts (Rights of Third Parties) 

Act 1999. 

Please indicate your acceptance of these terms by signing the enclosed duplicate of this Agreement and 

returning it to us.  

Yours sincerely 

 

.......................................................................  

For and on behalf of ElecLink Limited   

 

Accepted and agreed  

 

.......................................................................  

For and on behalf of  
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APPENDIX D – FINAL EXEMPTION DECISION 

 

 

 

 

 

 

 

 



SCHEDULE A 
 

NRAs Exemption Decision 

1.1. Pursuant to Article 17 of the Regulation (EC) no714/2009, the Authority and CRE 
hereby grant an Exemption to ElecLink (each NRA decision together referred to as the 
"Exemption Decision") exempting ElecLink from the following provisions to the extent set 
out below: 

(i) Article 16(6) of the Regulation; 

ElecLink is partly exempted from Article 16(6) of the Regulation. ElecLink shall 
comply with the conditions imposed by the NRAs which are set out in part H of 
this Exemption Decision. 

(ii) Article 9 of the Directive; 

ElecLink is partly exempted from Article 9 of the Directive. ElecLink shall comply 
with the conditions imposed by the NRAs which are set out in part I of this 
Exemption Decision. 

(iii) Article 32 of the Directive; 

ElecLink is partly exempted from Article 32 of the Directive for multi-year capacity 
allocated through an Open Season. ElecLink shall comply with the conditions 
imposed by the NRAs which are set out in part A to G of this Exemption Decision. 

1.2. No exemption is given for any other aspects/parts of applicable current and future 
national and/or European law. In particular: 

• No exemption is given from paragraphs 6 and 10 of Article 37 of the 
Directive. This means, in particular, that allocation rules, (where ‘rules’ 
include Access Rules and Charging Methodology/Tariffs), including rules both 
for an Open Season and non-exempt capacity, are subject to regulatory 
approval by the NRAs. 

• No exemption is given from Article 32 of the Directive for capacity that is not 
allocated through an Open Season. ElecLink shall comply with all relevant, 
current and future provisions of national and European legislation in respect 
of the non-exempt capacity.   



Details of conditions imposed 

1.3. This Exemption is granted subject to the following conditions: 

A) General Conditions 

a) The material provided by ElecLink to the NRAs in respect of this Exemption 
Decision is complete, correct and not misleading in all material respects; 

b) ElecLink shall notify the NRAs in writing within ten days of the Interconnector 
commencing commercial operation; 

c) Pursuant to Article 17(8) of the Regulation, the NRAs will amend or withdraw, this 
Exemption Decision where the NRAs have been requested to by the European 
Commission. 

B) General conditions for capacity allocation (Open Season and non-exempt 
capacity) 

1.4. ElecLink is granted an exemption under Article 32 of the Directive for multi-year 
capacity allocated through an Open Season. 

1.5. This has in particular the following consequences: 

1.6. Products with timeframes identical to timeframes which exist on regulated 
interconnections on the same border have to respect the same provisions as these 
capacities, particularly in terms of firmness, and will converge at the same path towards 
the target models. 

1.7. ElecLink shall maximize day-ahead and intraday capacity applying UIOSI provisions 
and Netting. 

1.8. ElecLink shall take part in market coupling. 

1.9. ElecLink shall make any remaining capacity after the intraday allocation available to 
the National Electricity Transmission System Operators (NGET and RTE) for balancing 
purposes. Balancing shall be organized according to the same conditions as for regulated 
interconnections on this border. 

1.10. ElecLink shall bear the costs of operating and managing the interconnector, and 
particularly those related to allocation steps. 

1.11. ElecLink shall ensure the firmness and related costs for of all allocated products. 

C) Open Season approval process 

1.12. For capacities allocated through an Open Season and pursuant to paragraphs 6 and 
10 of Article 37 of the Directive, the NRAs will approve, and may require modification to, 
ElecLink’s Access Rules and Charging Methodology/Tariffs. 



1.13. ElecLink shall organise a public consultation on the proposed rules before 
submitting them for NRA approval.  

1.14. The NRAs will assess whether the Open Season rules are compliant with the 
conditions of this Exemption Decision. 

1.15. The approval process of the Open Season rules shall comply with the specific 
national and European requirements for approval of terms of access to interconnectors 
both in France and GB. 

D) Non-exempt capacity approval process 

1.16. For all non-exempt capacity and pursuant to paragraphs 6 and 10 of Article 37 of 
the Directive, the NRAs will approve, and may require modification to, ElecLink’s Access 
Rules and Charging Methodology/Tariffs. 

1.17. The approval process of the Access Rules and Charging Methodology/Tariffs shall 
comply with relevant national and European requirement for the approval of terms of 
access to interconnectors both in France and GB. 

E) Open Season capacity allocation 

1.18. ElecLink shall ensure the Open Season rules include the following:   

a) No products are allocated for more than 20 years, and no contracts shall extend 
beyond the 20th year after commissioning;  

b) The average contract length does not exceed 15 years1;  

c) All products allocated through an Open Season for the same delivery period shall 
the same level of firmness between them; 

d) A range of products of different lengths is offered, including products with 
duration equal to or shorter than 5 years. The breakdown between products shall 
be set out as part of Open Season/Access Rules for NRA approval as described in 
part C; 

e) Eligibility conditions allow smaller player to be eligible at least for smaller and/or 
shorter capacity products; 

f) The results of the Open Season are made public and include, but are not limited 
to, the following information:  

i. Name of the Capacity Holder; and 

ii. For each contract, products contracted including volume, duration 
and price. 

1 ElecLink will have to describe precisely the calculation methodology for this average duration in the Open 
Season Access Rules submitted to NRAs approval. 

                                                           



1.19. Products allocated through an Open Season are similar to the long term products 
that ElecLink will allocate with the following authorized differences: 

• Longer delivery period (up to 20 years); and 

• When multi-year products, allocated through an Open Season reach the 
same timeframe as regulated long-term products for delivery at the same 
period (e.g. annual products), then they shall comply with the same 
conditions (including firmness) as these long-term products. Before that 
period, multi-year products allocated through an Open Season may have a 
lower degree of firmness, subject to NRA approval. 

1.20. The specific characteristics of the multi-year capacity allocated through an Open 
Season shall be set out for NRA approval in the Open Season rules as set out in part C. 

F) Limitation of total multi-year capacity allocated through an Open Season 

1.21. Multi-year capacity allocated through an Open Season is limited as follows: 

a) The capacity allocated through multi-year products shall not exceed, at any 
moment, 80% of the interconnector’s capacity (800 MW in each direction) 

b) Over the whole exemption period, the present value of discounted revenues from 
capacity allocated through multi-year products shall not exceed a maximum 
amount expressed in M€2016 discounted at the nominal rate of  

 

  

  

  

c) Profits, as determined in Schedule B – Operating the profit sharing mechanism, 
shall not be positive the year preceding an Open Season. 

d) The remaining capacity shall not be allocated through an Open Season. 

1.22. The mechanism with which ElecLink shall comply is described in full in the 
Schedule C titled "Operating the limit to total capacity allocated through multi-year 
products". 

G) Limit on multi-year products allocated through an Open Season to any 
undertaking 

1.23. ElecLink shall ensure that for multi-year products allocated through the Open 
Season, capacity owned by an entity, understood as an undertaking or undertakings that 
are related, is limited as follows:  

• At any time, no entity holds more than 40% of the total capacity of the 
interconnection (400 MW) in either direction; and 



• If an entity holds more than a 40% market share in a relevant geographic 
market, it shall not hold, at any time, more than 20% of the total capacity of 
the interconnector (200 MW) in the direction of the import to this market. 

1.24. For this purpose: 

• Market shares are calculated based on generation interests; and 

• Related undertaking has the meaning given in paragraph 22 of Article 2 of 
the Directive. 

1.25. ElecLink shall refuse any exchange in the secondary market and any transfer to a 
market participant where such exchange or transfer would lead it to exceed the allowed 
capacity threshold. 

1.26. In case of exceeding the market share threshold during the execution of the 
contract, the concerned entity must return the exceeding capacity on the secondary 
market. ElecLink shall ensure that the concerned entity respects this obligation. 

H) Profit sharing mechanism 

1.27. ElecLink must comply with the following profit sharing mechanism:  

• If, over the exemption period, the present value of profits, discounted at a 
nominal rate of , is positive, 50 % of these profits shall be transferred 
to the regulated National Electricity Transmission System Operators 
(NETSOs) – NGET and RTE – in accordance with the provisions of Article 
16(6) of the Regulation; 

• The profit over the exemption period shall be assessed taking into account: 

  

  

  

  

 

1.28. The total amount payable by ElecLink to the regulated NETSOs shall be calculated 
on an annual basis based on the latest available information. 

1.29. This mechanism with which ElecLink shall comply is described in full in the 
Schedule B titled “Operating the profit sharing mechanism”.  

I) Unbundling conditions 

1.30. ElecLink shall be fully certified by CRE in France and by Ofgem in GB, before the 
start of the operation of the interconnector.  

1.31. To this end, ElecLink shall apply for certification under the ownership unbundling 
model defined by Article 9 of the Electricity Directive, in accordance with national rules 



transposing Articles 10 and 11 of the Electricity Directive. ElecLink shall apply for 
certification to both NRAs at the same time.  

1.32. In compliance with paragraph 5 of Article 10 of the Directive and with the national 
legislation implementing paragraph 5 of Article 10 of the Directive, NRAs of both Member 
States shall assess ElecLink’s compliance with the specific terms and conditions of the 
ownership unbundling model.  

1.33. During this assessment, if both NRAs conclude that ElecLink meets the 
requirements of Article 9 of the Electricity Directive, then ElecLink will have to comply 
with the provisions of Article 9 of the Electricity Directive during all the exemption 
period. In this case and once both NRAs have concluded that ElecLink meets the 
requirements of Article 9 of the Electricity Directive, they will notify the European 
Commission of their respective certification decisions. Such decisions shall then be 
finalised in accordance with Article 10 of the Electricity Directive and Article 3 of the 
Electricity Regulation, and relevant national implementing legislation.  

1.34. If one or both NRAs conclude that ElecLink does not meet the requirements of 
Article 9 of the Electricity Directive, then ElecLink shall withdraw its applications for 
certification under this ownership unbundling model from both NRAs. ElecLink shall re-
apply for certification under the “amended OU model”, which is specified below, within a 
period of three months from the date that ElecLink has been notified that one or both 
NRAs have concluded that it does not meet the requirements of Article 9 of the 
Electricity Directive. ElecLink shall submit a new application for certification to both NRAs 
at the same time. The certification decisions under the “amended OU model” will then be 
notified by the NRAs to the European Commission and thereafter finalised in accordance 
with Article 10 of the Electricity Directive and Article 3 of the Electricity Regulation, and 
the relevant national implementing legislation.  

1.35. The specific terms and conditions of the “amended OU model” are detailed below: 

a) ElecLink is exempt from Article 9 of the Directive to the extent that: 

i. For the assessment of Article 9, undertakings that are directly or 
indirectly controlled by Star Capital will not be taken into account, 
provided that these undertakings are not of a size materially 
different to the size of typical investments made by Star Capital 
according to ElecLink’s exemption application2. As a consequence, 
Star Capital will be allowed to make investments in generation or 
supply activities providing this condition is met; and 

ii. For the assessment of point (b) (i) of paragraph 1 of Article 9, the 
same person or persons are authorized to “directly or indirectly 
exercise control over an undertaking performing any of the 
functions of generation or supply” and to exercise “any right” over 
ElecLink, so long as “any right” over ElecLink does not constitute 
direct or indirect control. 

 

2 According to the exemption application, ElecLink states that Star Capital “is looking for the opportunity to 
invest in capital-intensive corporate activity that has an enterprise value in the range of €100 million to €500 
million”. In addition, ElecLink states that “any investment would be separate from ElecLink and would not 
result in discrimination in respect of the operation or conflict of interest given the likely value and nature of the 
participation in such activities and the likely size and market share of any such generation and/or supply 
activities”. 

                                                           



b) Because of the investment opportunities in generation or supply allowed by the 
above conditions, ElecLink shall also comply either with all conditions set out in 
chapter V of the Electricity directive (ITO model) with the exception of Article 22 
of the Directive or with all conditions set out in Articles 13 and 14 of the 
Electricity Directive (ISO model) with the exception of point (c) of paragraph 2 of 
Article 13. This choice between complying with the conditions set out in the ITO 
Model or alternatively the ISO model is left to ElecLink’s discretion. ElecLink shall 
indicate its choice in its application for certification under the “amended OU 
model”. 

1.36. ElecLink shall notify the NRAs of any change to the investment of Star Capital in 
undertakings performing functions of generation or supply. 

1.37. In the event of failure to comply with the obligations arising from its certification 
under the ownership unbundling model or under the “amended OU model”, ElecLink will 
be subject to penalties in accordance with national legislation in France and GB for such 
infringements for any transmission system operator.  

J) Change of ElecLink’s shareholding conditions 

1.38. If an undertaking acquires, solely or jointly, direct or indirect control over, or 
merges with, ElecLink or one of its shareholders, ElecLink shall notify, without delay, this 
change to each of the NRAs which will then assess (if deemed necessary in cooperation 
with a national competition authority) whether it constitutes a material change in the 
circumstances which form the basis on which the exemption has been granted.  

1.39. These provisions will be interpreted as within the meaning of Article 3 of Council 
Regulation (EC) No 139/2004 of 20 January 2004 on the control of concentrations 
between undertakings (the EC Merger Regulation). 

1.40. In view of the fact that the European Commission supports cooperation with 
financial investors to raise the necessary funds for the capital expenditure that is needed 
to realise the investments in the EU energy network infrastructure, the NRAs consider 
that if all or part of ElecLink’s shares are purchased by an undertaking similar to Star 
Capital, the conditions provided by the exemption decision to Star Capital could also 
benefit this new shareholder. The NRAs will take their decision following a case-by-case 
assessment. 

K) Transparency and information obligations 

1.41. ElecLink shall respect all transparency requirements set out in the Regulation.   

1.42. ElecLink shall provide all information that NRAs require to assess ElecLink’s 
compliance with the conditions imposed in this Exemption Decision. 

1.43. In particular, ElecLink shall provide all information that NRAs require to assess 
capacity and profit sharing calculation as described in Schedules B and C.  

1.44. ElecLink shall prepare, in cooperation with the NRAs, a monthly report on the use 
and management of the interconnector. 



1.45. ElecLink shall inform the NRAs in case of a change in the circumstances which form 
the basis on which it has been determined that the conditions listed in paragraph 1 of 
the Article 17 of Regulation have been met. 

1.46. Information shall be provided to the NRAs on request and as set out in the relevant 
European or national legislation or the Licence. 

1.47. ElecLink shall comply with the above mentioned transparency and information 
obligations in a timely manner.  

L) Penalty in case of infringement of the Exemption Decision 

1.48. The NRAs foresee that any infringement by ElecLink of the conditions set out in the 
exemption decision may result in a penalty imposed by the NRAs on ElecLink that must 
be proportionate to the seriousness of the infringement, in accordance with relevant 
national rules or legislation. 

M) Amendment or withdrawal of the Exemption Decision 

1.49. In case of a material change in the circumstances which form the basis on which it 
has been determined that the conditions listed in paragraph 1 of the Article 17 of 
Regulation have been met, the NRAs may amend or revoke this Exemption Decision.  

1.50. The NRAs may also revoke this Exemption Decision where:  

a) ElecLink is found to be in breach of one or more conditions laid down in this 
Exemption Decision; 

b) ElecLink has, in GB, a receiver appointed (which expression shall include an 
administrative receiver within the meaning of section 251 of the Insolvency Act 
1986, as amended from time to time) for the whole or any material part of its 
assets or undertaking; 

c) ElecLink has entered administration as defined in GB under section 8 of and 
Schedule B1 to the Insolvency Act 1986, as amended from time to time; and 

d) ElecLink is incorporated or has assets in a jurisdiction outside England and Wales 
or France and anything analogous to any of the events specified in sub-
paragraphs (c) and (d) above occurs in relation to ElecLink under the law of any 
such jurisdiction. 

1.51. In the cases covered in paragraphs 1.49 and 1.50 of Schedule A, the NRAs will give 
a notice of withdrawal to ElecLink not less than four months before the coming into force 
of the withdrawal. 

 

 

 



N) Date of entry into force of the Exemption Decision 

1.52. The Exemption Decision shall come into force upon publication in the Official 
Journal of the French Republic3 and in GB when the Exemption Order under Condition 12 
of ElecLink’s interconnector licence has been issued by the Authority. 

O) Expiry of the Exemption Decision 

1.53. This Exemption Decision shall expire when the European Commission decision on 
the exemption4  shall expire, that is :  

a) two years after the date the European Commission adopted its decision in the 
event that construction of the Interconnector has not started by that date; or 

b) five years after the date the European Commission adopted its decision in the 
event that the Interconnector has not become operational by that date. 

1.54. Nevertheless, the Exemption Decision shall continue to be in force where the 
European Commission decides, pursuant to subparagraph 5 of paragraph 8 of Article 17 
that any delay is due to major obstacles beyond the control of ElecLink.  

P) Duration of the Exemption 

1.55. Subject to the conditions set out in this Exemption Decision, the exemption is 
granted for a period of twenty-five years from the date that the Interconnector 
commences commercial operation. 

  

3 Journal officiel de la république française 
4 Commission Decision of 28.7.2014 on the exemption of ElecLink Limited under Article 17 of Regulation (EC) 
No 714/2009 for an electricity interconnector between France and Great Britain, No C(2014) 5475 final. 

                                                           



1.56. In this decision 

the “Access Rules” means the document setting out the conditions of access 
to ElecLink’s capacity. The document includes the Access 
Rules for the Open Season and Access Rules for shorter 
term timeframes; 

the "Act" means the Electricity Act 1989 of GB legislation, as 
amended from time to time; 

the "Authority" means the British National Regulatory Authority (NRA): 
the Gas and Electricity Markets Authority established by 
section l(1) of the Utilities Act 2000, as amended from 
time to time; 

The “Article 17” means article 17 of Regulation (EC) no714/2009; 
the “CRE” means the French National Regulatory Authority (NRA): 

the Commission de régulation de l'énergie ; 
the "Capacity 

Holder" 

means the person or persons to whom the Primary 
Capacity in the Interconnector has been awarded; 

"Commences Commercial 
Operation" 

means the time when the Interconnector has been 
commissioned and is available for physical flow of 
electricity on the market; 

“costs” includes, for the avoidance of doubt, all investment 
and development costs in relation to the lnterconnector 
prior to, on and after the date on which the 
lnterconnector commences commercial operation; 

the “Directive” means Directive 2009/72/EC of the European Parliament 
and of the Council of 13 July 2009 concerning common 
rules for the internal market in electricity; 

“ElecLink” means ElecLink Limited (registered in England and Wales 
under company number 07595420) whose registered 
office is situated at 6th Floor, 33 Cavendish Square, 
London, WIG OPW, Great Britain  
 

a company authorised by licence in Great Britain to 
participate in the operation of the lnterconnector; 

“Exempted capacities” Capacities allocated through the Open Season process; 
“Exemption” means an exemption under Article 17(1) of the 

Regulation; 
“Exemption Order” means an order issued by the Authority in accordance 

with standard licence condition 12 of the licence; 
the "Interconnector" means the projected high voltage DC electricity 

interconnector, whose owner is ElecLink, between the 
Sellindge substation in Great Britain and the Les 
Mandarins substation in France, with a capacity of 1000 



MW; 

 
the “Joint Opinion” means the document setting out the opinion of the 

French and British NRAs on ElecLink’s request for an 
exemption under Article 17 of Regulation no714/2009; 

the “Licence” means the Licence granted to ElecLink by the Authority 
under section 6(1(e) of the Act on 19 November 2013, 
such licence authorising ElecLink to participate in the 
operation of the Interconnector; 

“Netting” Rule to maximize the capacity given to the market at all 
relevant timeframes (day ahead and intraday) in a given 
direction, by taking into account the nominations made 
at previous timeframes in the opposite direction; 

the “NRAs” means the National Regulatory Authorities (the Authority 
and the CRE); 

“Ofgem” means the Office of Gas and Electricity Markets; 

“Open Season” means the capacity allocation process proposed by 
ElecLink to offer the Interconnector multi-year products 
to the market; 

the “Regulation” means Regulation (EC) No 714/2009 of the European 
Parliament and of the Council of 13 July 2009 on 
conditions for access to the network for cross-border 
exchanges in electricity. 
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Final Joint Opinion of the Commission de 
regulation de l’énergie (France) and the Gas and 
Electricity Markets Authority (Great Britain) on 

ElecLink’s exemption request under article 17 of 
Regulation EC no 714/2009 for an electricity 

interconnector between France and Great Britain 
 

1.1. This document sets out the Joint Opinion (the ”Joint Opinion”) of the National 
Regulatory Authorities (“NRAs”) in France and Great Britain (“GB”) on ElecLink Limited’s 
request for an exemption under Article 17 of Regulation (EC) No 714/20091 (“Article 17”, 
“the Regulation”) for an interconnector between France and GB.  This follows an 
assessment by both NRAs of ElecLink’s exemption request against the conditions that 
must be met for an exemption to be granted under Article 17. The NRAs have concluded 
that ElecLink has met those conditions and should be granted an exemption, subject to 
the terms and conditions set out in this Joint Opinion, including its Schedules. 

1.2. Pursuant to the provisions of the Directive 2009/72/EC2 (the “Directive”)- in 
particular Article 9 relating to ownership unbundling, 32 relating to third party access 
conditions and 37(6) and 37(10) relating to the ability for NRAs to fix and control these 
conditions - and Article 16(6) of the Regulation, relating to the use of revenues resulting 
from the allocation of interconnection capacity, applicable to transmission network, 
management of cross-border electricity interconnections, to the extent that they 
constitute electricity transmission networks or parts of an electricity transmission 
network, is in principle a regulated activity. 

1.3. However, paragraph 1 of Article 17 of the Regulation provides that new cross border 
electricity interconnectors may, upon request, be exempted, for a limited period of time, 
from certain rules of the Directive and the Regulation. In particular, this exemption may 
concern the use of revenues resulting from capacity allocation, the principle of ownership 
unbundling and third party access conditions. 

1.4. In accordance with paragraph 4 of Article 17, the decision is made on a case by case 
basis by the NRAs of the concerned Member States.  

1.5. ElecLink Limited ("ElecLink"), a joint venture between Star Capital Partners Limited 
("Star Capital") and Groupe Eurotunnel has sought an exemption under Article 17 of the 

1 Regulation (EC) No 714/2009 of the European Parliament and of the Council of 13 July 2009 on conditions for 
access to the network for cross-border exchanges in electricity and repealing Regulation (EC) No 1228/2003 
2 Directive 2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning common 
rules for the internal market in electricity and repealing Directive 2003/54/EC. 
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Regulation for its proposed interconnector (”the ElecLink Interconnector”) between the 
transmission systems in GB and France.  ElecLink’s exemption request was submitted in 
September 2013 to the concerned NRAs. 

1.6. The concerned NRA in GB is the Gas and Electricity Markets Authority (“the 
Authority”), whose administrative functions are carried out by the Office of Gas and 
Electricity Markets (“Ofgem”). The concerned NRA in France is the Commission de 
régulation de l'énergie (“CRE”) (together “the NRAs”). 

1.7. In accordance with paragraph 7 of Article 17, the NRAs have provided, for 
information, a copy of ElecLink’s exemption request to the European Commission (EC) 
and to Agency for the Cooperation of Energy Regulators (ACER).  

1.8. The present document is an amended version of the original document entitled “Joint 
Opinion of the Commission de regulation de l’énergie (France) and the Gas and Electricity 
Markets Authority (Great Britain) on ElecLink’s exemption request under article 17 of 
Regulation EC no 714/2009 for an electricity interconnector between France and Great 
Britain” which formed an integral part of the Ofgem and CRE decisions, which were 
transmitted to the European Commission on 20 March 2014 together with the Joint 
Opinion. The original document has been amended to comply with the Commission 
decision C(2014) 5475 final dated 28th of July 2014. 

1.9. This document is divided into two chapters and three schedules: 

• Chapter 1: Provides a description of the general context of ElecLink’s 
exemption application. This description includes an overview of the legal 
contexts (1.1.), in which ElecLink’s exemption application (1.2.) must be 
determined and the procedure that was followed (1.3.). 

• Chapter 2: Contains the analysis of the NRAs, on whether the conditions of 
Article 17 of the Regulation, and of relevant national requirements, are 
fulfilled or not. 

• Schedules: Schedules A, B and C which set out the decision of the NRAs to 
grant ElecLink an exemption and the conditions on which that exemption is 
granted. 
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Chapter 1: General Context 

1.1.  Legal context 

1.1.1. European legal context 

1.10. Article 17 of the Regulation provides that new electricity interconnectors may, upon 
request, be exempted, for a limited period of time, from the following legal provisions of 
the Regulation and of the Directive: 

• Article 16(6) of the Regulation which governs how revenue resulting from 
the allocation of interconnector capacity may be used;  

• Article 9 of the Directive, which provides that the same person cannot 
exercise direct or indirect ‘control’ over a transmission system operator 
(“TSO”) or transmission system and at the same time exercise direct or 
indirect ‘control’ over or have any right over an undertaking performing the 
functions of generation or supply3;and  

• Articles 32, 37(6) and 37(10) of the Directive, which concern 
requirements to offer terms for third party access (“TPA”) and regulatory 
approval of charging methodologies. 

1.11. In accordance with paragraph 4 of Article 17 of the Regulation, the concerned NRAs 
should reach an agreement on whether the exemption should be granted, within six 
months4 of the date of receipt of the exemption request by the last of the two concerned 
NRAs. 

1.12. In accordance with paragraph 5 of Article 17, where all the concerned NRAs have 
not been able to reach an agreement within this time, the exemption decision is taken by 
ACER, after consultation with the NRAs concerned and the applicant.  

1.13. In accordance with paragraph 7 of Article 17 of the Regulation, the concerned NRAs 
(or ACER where the regulators have not been able to reach an agreement within the six-
month period) should notify, without delay, the exemption decision to the EC. The EC 
may, within a period of two months5 from the day following receipt of notification, take a 
decision requesting the NRAs concerned to amend or withdraw the decision to grant an 
exemption. 

3 And conversely, Article 9 forbids the same person to exercise direct or indirect ‘control’ over an undertaking 
performing the functions of generation or supply and at the same time exercise direct or indirect ‘control’ or 
exercise any right over a TSO or transmission system. These requirements are known as “ownership 
unbundling” requirements.   
4 Article 17, paragraph 4 of Regulation (EC) No 714/2009. 
5 This two-month period may be extended by an additional period of two months where further information is 
sought by the EC (paragraph 8 of Article 17 of Regulation).  
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1.14. Paragraph 1 of Article 17 specifies the cumulative conditions that must be met for 
an exemption to be granted. These are:  

(a) the investment must enhance competition in electricity supply;  

(b) the level of risk attached to the investment is such that the investment would 
not take place unless the exemption is granted;  

(c) the interconnector must be owned by a natural or legal person which is 
separate at least in terms of its legal form from the system operators in whose 
systems that interconnector will be built;  

(d) charges will be levied on users of the interconnector;  

(e) since the partial market opening referred to in Article 19 of Directive 
96/92/EC, no part of the capital or operating costs of the interconnector has been 
recovered from any component of charges made for the use of the transmission or 
distribution systems linked by the interconnector; and  

(f) the exemption is not detrimental to competition or the effective functioning of 
the internal electricity market, or the efficient functioning of the regulated system 
to which the interconnector is connected.  

1.15. In accordance with paragraph 4 of Article 17, the NRAs decide upon the rules and 
mechanisms for management and allocation of capacity prior to issuing an exemption. It 
also provides that in the NRAs’ assessment of conditions (a), (b) and (f) above, the 
results of the capacity allocation procedure shall be taken into account by NRAs when 
assessing conditions (a), (b) and (f) above. 

1.1.2.  National context: Great Britain 

1.16. The Authority has the power to grant licences to electricity interconnector operators 
under the Electricity Act 1989 (“the Act”). The Authority granted an interconnector 
licence to ElecLink on 19 November 2013.6 

1.17. The interconnector licence reflects European regulation and permits the Authority 
as the concerned NRA for Great Britain to, in agreement with the relevant concerned 
NRA, exempt new interconnector operators from relevant licence conditions, as provided 
for by Article 17 of the Regulation.7 

 

6 Notice of licence grant can be found here:  
https://www.ofgem.gov.uk/ofgem-publications/84513/eleclinklimitedelecinterconnectorlicencewebnotice.pdf 
7 Article 17, paragraph 4 of Regulation (EC) No 714/2009. 
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1.1.3. National context: France 

1.18. Articles L.111-40, L.321-1 and L.321-6 of the French Energy Code entrust RTE with 
the operation of the electricity transmission system and, as such, the development, 
construction and operation of regulated interconnectors.  

1.19. The Regulation permits CRE, as the concerned NRA for France to, in agreement 
with the relevant concerned NRA, exempt new interconnectors from relevant legal 
provisions as provided for by the Article 17 of the Regulation. 

1.2. ElecLink’s application for exemption: main elements 

1.20. ElecLink is a joint venture project between Star Capital and Groupe Eurotunnel. 
ElecLink proposes to build, own and operate a new 1000MW electricity interconnector 
between GB and France  which is to be sited inside the Channel Tunnel. 

Table 1: ElecLink Interconnector overview 
 
Developer ElecLink Limited 
Shareholders Star Capital Partners Limited (51%) & Groupe Eurotunnel 

(49%) 
Capacity 1GW (1000MW) 
Length 70 km (via the Channel Tunnel) 
Connection points GB (Sellindge substation) – France (Les Mandarins 

substation) 
Planned commission 
date 

Q4 2016 

Project Cost ca €400m 
 
1.21. Furthermore, the request for a connection to the French public electricity 
transmission network includes an additional 50 MW electricity withdrawal in order to 
conduct the energy supposed to cover the electric loss of the facility and the power 
supply of the converter station auxiliary systems. 

1.22. ElecLink states that, subject to the exemption being obtained, it is due to start 
construction works in 2014. 

1.2.1. Information provided by ElecLink in its exemption request 

1.23. ElecLink’s exemption request consists of a main exemption submission document 
and a number of supporting exhibits. 

1.24. The main submission document sets out ElecLink’s rationale for the requested 
exemption and summarises how it considers the relevant exemption conditions have 
been met.  

1.25. The other submitted documents are the following:  

• Technical study;  

• Consents and licences;  
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• Market scenarios and revenue study (Redpoint Energy);  

• Economic analysis and evidence (Redpoint Energy);  

• Project financial information;  

• References and supporting data;  

• Capacity Allocation and Congestion Management;  

• Impact of ElecLink, a new 1000 MW DC link between France and Great 
Britain, on the continental European transmission system (Consentec);  

• Financial and technical proposal from RTE for connection to the French 
transmission grid;  

• Connection agreement with National Grid Electricity Transmission plc 
(“NGET”) for connection to the GB transmission grid. 

1.26. These supporting documents contain further evidence and analysis provided by 
ElecLink in support of the main exemption submission document.  

1.2.2. Scope and duration of requested exemption 

1.27. ElecLink has requested an exemption from the following provisions of European 
legislation for a period of 25 years:  

• Article 16(6) of the Regulation, which governs how revenue from 
interconnection may be used;  

• Article 9 of the Directive, which provides that the same person cannot 
exercise direct or indirect ‘control’ over a transmission system operator 
(“TSO”) or transmission system and at the same time exercise direct or 
indirect ‘control’ over or have any right over an undertaking performing the 
functions of generation or supply ; and 8 

• Articles 32, 37(6) and 37(10) of the Directive, relating to requirements 
to offer terms for TPA and the need for regulatory approval of charging 
methodologies. 

1.2.3. Proposed arrangements for capacity allocation 

1.28. ElecLink proposes the following arrangements for allocation of its interconnector 
capacity: 

• 80% reserved for multi-year products (up to 20 years); and  

• 20% reserved for short term market (day ahead and intra-day) in line with 
prevailing short term allocation arrangements.  

8 Or exercise direct or indirect ‘control’ over an undertaking performing the functions of generation or supply 
and at the same time exercise direct or indirect ‘control’ over or have any right over a transmission system 
operator (“TSO”) or transmission system. 
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1.29. ElecLink also proposes to mitigate possible competition issues by limiting the 
capacity rights from GB to France that may be owned by any one party9 to 50% of total 
capacity.  

1.30. ElecLink states that it will facilitate a secondary market for capacity trading that will 
allow holders of long-term capacity rights to sell on such rights to other market 
participants. ElecLink indicates that this would occur through some form of bulletin 
board/exchange operated by a third party.  

1.31. ElecLink also states that, in order to ensure the efficient use of the interconnector 
and to prevent capacity hoarding, any physical transmission rights will be subject to ‘Use 
it or Sell It’ (“UIOSI”) provisions (where un-nominated periodic rights will be 
compensated based on the day-ahead market spread when positive). 

1.2.4. Rationale for exemption presented by ElecLink 

1.32. In ElecLink’s view, “unique challenges of the project demonstrates the “specific 
nature” of its Project and constitutes a compelling case for ElecLink being treated as an 
exceptional case and being granted an exemption as provided in the regulations”. 

1.33. ElecLink puts forward the following rationale for requesting an exemption (see also 
part 3.3 of ElecLink’s exemption request):  

• No recourse to regulated revenues or assets: Application of Article 16(6) 
of the Regulation would compromise the required level of comfort that 
periods of low returns can be offset by periods of higher returns;  

• Need to use project finance: Application of Articles 32, 37(6) and 37(10) 
of the Directive would compromise arrangements for project finance to be 
underpinned by long-term contracts and stable revenue returns;  

• Risks of unpredictable interruptions to network access in the initial 
years until such time as the national Transmission System Operators 
(TSOs), NGET and RTE, reinforce their respective networks. Risks arising 
from such unpredictable interruptions cannot be mitigated or managed if the 
provisions of Article 16(6) of the Regulation and Articles 32, 37(6) and 
37(10) of the Directive are applied;  

• Unique construction and operating risks: There would be inherent risks 
specific to the Channel Tunnel that could not be mitigated or managed if the 
provisions of Article 16(6) the Regulation and Articles 32, 37(6) and 37(10) 
of the Directive are applied;  

• Exceptional market and policy risks: The timing of its proposed 
interconnector project would make potential returns highly uncertain. The 
application of Article 16(6) of the Regulation and Articles 32, 37(6) and 

9  This limitation would only apply to undertakings with a greater than 25% share of the generation or supply 
market in either Great Britain or France.   

9 
 
 

                                                           
 



 
 

37(10) of the Directive would potentially limit ElecLink’s ability to mitigate 
and manage such risks; 

• Independent and unique project shareholders: An exemption from 
Article 16(6) of the Regulation and Articles 9, 32, 37(6) and 37(10) of the 
Directive would be necessary to accommodate the financing requirements of 
the project and potential future investment activities of the shareholders; 

• Need for an exemption from the management monopoly over the 
transmission grid owned by RTE under French regulation: French 
legislation entrusts the electricity transmission system operator (RTE) with 
the development, construction and operation of regulated interconnectors. 
Private investors can thus only construct and operate an interconnector 
within the context of an exemption. “The project can only proceed if CRE 
provides ElecLink an exemption as foreseen in its Délibération of 30 
September 201010.”  

1.3. Processing of the exemption request by the NRAs 

1.34. CRE and Ofgem acknowledged receipt of ElecLink’s exemption request respectively 
on 11 and 18 September 2013. 

1.35. Both Ofgem and CRE sent a copy of ElecLink’s exemption request to both ACER and 
the EC on the 18 September 2013 in accordance with paragraph 7 of Article 17 of the 
Regulation. 

1.36. To facilitate the NRAs’ assessment of whether conditions (a) and (f) have been met 
and also assess the appropriateness of ElecLink’s proposed capacity allocation 
arrangements and market remedies, Ofgem and CRE commissioned external consultants 
to carry out a critical review of ElecLink’s application. 

1.37. Following an open tender exercise, London Economics was selected to conduct a 
critical assessment of ElecLink’s analysis and evidence of the impact on competition and 
on its revenues, (of the impact on the revenues of regulated interconnectors and “social 
welfare” of the proposed interconnector11. In particular, the study provided an 
assessment of the analysis provided by Redpoint Energy for ElecLink which included 
evidence of the impact on competition, revenues and social welfare, as well as a review 
of ElecLink’s proposed capacity allocation arrangements and measures for market 
protection.  

1.38. In addition, CRE asked RTE, the French Transmission System Operator (TSO), to 
provide information on the impact of the connection of ElecLink on the French 
transmission grid. 

10 Deliberation of the French Energy Regulatory Commission dated 30 September 2010 on the application of 
Article 7 of Regulation (EC) No. 1228/2003 dated 26 June 2003 and on conditions for access to the French 
electricity transmission grid for new exempt interconnectors (30 September 2010).   
11 The study carried out by London Economics can be found here : 
http://www.cre.fr/documents/consultations-publiques/demande-de-derogation-d-eleclink-au-titre-de-l-article-
17-du-reglement-ce-714-2009-concernant-une-interconnexion-entre-la-france-et-la-grande-bretagne  
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1.39. A joint consultation (“the Joint Consultation”) was undertaken by Ofgem and CRE 
on ElecLink’s request for exemption.  The Joint Consultation was held between 28 
November 2013 and 3 January 2014. 

1.40. Non-confidential responses to the Joint Consultation were published on CREs 
website on 20th February 2014 and on Ofgem’s website on the date of publication of this 
Joint Opinion.12 

1.41. Pursuant to sub-paragraph 5 of paragraph 4 or Article 17, the NRAs have six 
months to come to an agreement on the exemption decision and will inform ACER. The 
exemption decision will be notified without delay to the European commission, pursuant 
to paragraph 7 of Article 17. 

 

  

12 The Joint Consultation and non-confidential responses on the NRAs’ websites can be found here : 
http://www.cre.fr/documents/consultations-publiques/demande-de-derogation-d-eleclink-au-titre-de-l-article-
17-du-reglement-ce-714-2009-concernant-une-interconnexion-entre-la-france-et-la-grande-bretagne 
http://www.cre.fr/en/documents/public-consultations/request-from-eleclink-for-an-exemption-under-article-
17-of-regulation-ec-714-2009-for-a-gb-france-interconnector 
https://www.ofgem.gov.uk/publications-and-updates/request-eleclink-exemption-under-article-17-regulation-
ec-7142009-gb-france-interconnector 
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Chapter 2: NRAs analysis of whether 
ElecLink fulfils the exemption conditions 
in paragraph 1 of Article 17 of the 
Regulation 
2.1.  Analysis of the fulfilment of conditions a) and f) by ElecLink’s investment 
project 

1.42. According to condition (a): “the investment must enhance competition in electricity 
supply”.  

1.43. According to condition (f): “the exemption must not be to the detriment of 
competition or the effective functioning of the internal market in electricity, or the 
efficient functioning of the regulated system to which the interconnector is linked”. 

1.44. In its guidance on the application of the exemption conditions13, the EC outlines 
that condition (f) has similarities with condition (a) but that, "the exemption itself should 
not be to the detriment of the competitive functioning of the market".   

1.45. CRE, in a communication of 29 March 201214, states that the analysis of condition 
(a) is “completed by analysis of condition (f)”. 

1.46. Indeed, if adding a new interconnection capacity has an effect of itself on these 
conditions, ElecLink’s requested exemption may undermine the overall positive effects of 
the interconnector. The NRAs have investigated ElecLink’s proposed conditions and 
whether they may be to the detriment of competition or the effective functioning of the 
internal market in electricity, or the efficient functioning of the regulated system to which 
the interconnector is connected. 

1.47. Condition (f) consists in checking that : 

• the exemption is not detrimental to competition: Test 1; 

• the exemption is not detrimental to the effective functioning of the internal 
electricity market: Test 2; and  

13 Commission staff working document on Article 22 of Directive 2003/55/EC concerning common rules for the 
internal market in natural gas and Article 7 of Regulation (EC) No 1228/2003 on conditions for access to the 
network for cross-border exchanges in electricity:  
http://ec.europa.eu/energy/infrastructure/infrastructure/gas/doc/sec_2009-642.pdf 
14 Communication of the French Energy Regulatory Commission of 29 March 2012 on the application of Article 
17 of Regulation (EC) No 714/2009 of 13 July 2009: 
http://www.cre.fr/en/documents/deliberations/communication/interconnections 
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• the exemption is not detrimental to the efficient functioning of the regulated 
system to which the interconnector is linked: Test 3.  

 

1.48. This chapter considers the fulfilment of conditions (a) and (f) in two parts: 

• Part 1: Impact on competition and the internal market, and 

• Part 2: Impact on the efficient functioning of the regulated systems to which 
the interconnector is linked. 
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Chapter 2, Part 1: Impact on competition and the internal market   
 

1.49. In general, additional interconnector capacity is likely to increase competition in the 
internal market. Additional interconnector promotes cross-border trades and increases 
the supply sources to connected markets. Competitive pressure is likely to increase with 
market size as market participants have access to a larger number of bids and offers. 

1.50. NRAs have undertaken a quantitative assessment of the competition benefits of 
ElecLink.  Generally, the NRAs would expect additional interconnector capacity to lead to 
a decrease in market concentration (as measured by the HHI15) which is particularly high 
in the French market, still dominated by the historical incumbent.  This quantitative 
assessment, undertaken by NRAs and further tested by London Economics, is explored 
further in the subsection ”Limiting the capacity share of a single market player” (section 
2.1.1.2.) hereafter. 

1.51. The current price convergence rate between France and GB (number of hours 
where French and GB wholesale spread price is lower than €1/MWh) is quite low (only 
11% in 2013, to be compared with a 71%16 convergence rate between French and 
Belgian prices). This indicates that the IFA interconnector between GB and France is 
often congested.  

1.52. Furthermore, ACER’s Annual Report on the Results of Monitoring the Internal 
Electricity and Natural Gas Markets in 201217 states that the incremental welfare that 
would result from an incremental increase of the capacity (+100MW) between France and 
GB is one of the highest in Europe. This highlights the fact that such additional 
interconnection capacity is expected to increase competition. This effect decreases with 
the development of new interconnectors. 

1.53. The NRAs note that investment in new interconnector capacity with the appropriate 
markets rules for interconnector trading – for example through market coupling and 
other aspects of the efficient use and management of interconnection – help to bring 
together French and GB electricity prices, ensure the effective functioning of French and 
GB markets and thus, the Internal Electricity Market. 

1.54. The NRAs note that ElecLink would increase the interconnector capacity between 
GB and France by 50%.18 Generally, the NRAs therefore expect ElecLink to have a 
positive impact on competition through an increase in cross-border capacity and liquidity.    

15 The Herfindahl-Hirschman Index (HHI) is a measure of market concentration. 
16 This figure being calculated on the basis of spreads lower than 0,01€/MWh 
17http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER%20Market%20Moni
toring%20Report%202013.pdf (see in particular 3.3 Gross welfare benefits of interconnectors, p74). 
18 There is 2GW of existing interconnection capacity between GB and France (IFA interconnector) 

14 
 
 

                                                           
 

http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER%20Market%20Monitoring%20Report%202013.pdf
http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER%20Market%20Monitoring%20Report%202013.pdf


 
 

1.55. Although, an increase in cross-border capacity would, in general, have a positive 
impact on competition and on the internal market and therefore can suggest that 
conditions (a) and (f) of Article 1 is met, NRAs have considered how the specific 
proposals put forward by ElecLink could adversely impact these benefits. 

1.56. NRAs have considered the two following measures proposed by ElecLink: 

• Capacity allocation for a volume up to 800 MW through multi-year products ; 
and 

• the 50% limitation of capacity amount that can detain any undertaking in the 
GB-to-France direction. 

1.57. In the following paragraph, the NRAs investigate the appropriateness of the limits 
suggested by ElecLink, and review these limits where necessary in order to avoid any 
detriment of the Interconnector to competition or to the functioning of the internal 
market. 

2.1.1. Third Party Access and sale of multi-year products 

1.58. ElecLink asks to be able to sell up to 80% of its capacity through contracts up to 20 
years in length.  ElecLink states that being permitted to secure such multi-year contracts 
is essential in order to guarantee the revenues needed to underpin the debt finance 
required for the project. 

1.59. The NRAs note that the requested exemption from the general principles of 
interconnector access is important considering the amount and length of multi-year 
products along with the allocation process proposed by ElecLink. 

1.60. The NRAs note that : 

• Such an allocation process is not explicitly defined in the draft Network Codes 
on Capacity Allocation and Congestion Management, (CACM) and on Forward 
Capacity Allocation (FCA); 

• Very long-term products could potentially give an advantage to those players 
in position to secure such multi-year products at a better price, for a longer 
term and for larger volume. Furthermore, there is concern that only 
significant players have such an ability and that multi-year products restrict 
capacity access for new players; 

• Allocating such long-term products, on an interconnector, where typically the 
maximum product length on interconnectors is one year, raises competition 
concerns. 

 

1.61. The NRAs consider that a sufficient part of the capacity should be reserved for day-
ahead allocation (through market coupling) and shorter-term hedging products (e.g. 
annual, monthly), which are typically more accessible to any market player.  

1.62. Nonetheless, the NRAs acknowledge that ElecLink’s business model requires a 
proportion of its capacity to be sold through multi-year products. 
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1.63. The NRAs consider that there are several efficient ways, developed in this chapter, 
to manage the concerns listed above. 

1.64. ElecLink proposed mitigation measures to answer these concerns.  

• Limit on the amount of capacity that can be sold through multi-year 
products; 

• Limiting the capacity share of a single market player;  

• Limiting the impact of multiyear products on competition and internal 
market, especially on shorter-term allocations; 

• Rules relating to the nature and the allocation of shorter-term products; and 

• Exemption from regulatory approval of Access Rules. 

1.65. NRAs have considered these measures and established, in the following sections 
(parts 2.1.1.1. to 2.1.1.5.), the appropriate measures. 

2.1.1.1. Limit on capacity that can be sold through multi-year products 

1.66. The Open Season for the sale of these multi-year products has not been run yet 
and such capacity price and volume are not yet known. The amount of multi-year 
capacity that ElecLink will need in order to finance the project will only be known when 
the contracts will have been signed -.  

1.67. Given this uncertainty, NRAs consider it appropriate to define the limit to the 
amount of capacity that ElecLink can sell through multi-year products both in terms of 
revenue earned and volume of capacity (MW). This ensures that the amount of capacity 
allocated through multi-year products is limited to the necessary volume for the project 
to raise finance.  

1.68. Moreover, this gives the opportunity to maximize the capacity reserved for yearly, 
monthly or day-ahead timeframes from the beginning of the interconnector operation. 
The analysis of the 800MW cap proposed by ElecLink and the finetuning of the limitation 
of the amount of multi-year products to what is strictly necessary to ElecLink’s financing 
are presented in more detail in section 2.2.1. 

2.1.1.2. Limiting the multi-year capacity allocated to a single market player 

1.69. NRAs consider that the decided multi-year capacity limitation must be completed by 
a limitation on the amount allocated to a single market player.  

1.70. ElecLink has provided a study of the impact of the allocation of multi-year products 
on the French and GB markets, based on the HHI indicator19. From this study, ElecLink 
concludes that an exemption would not have a negative impact on competition as long as 

19 The Herfindhl-Hirschman Index is a market concentration index 
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no dominant20 market participant holds more than 50 % of the total capacity of the 
interconnection from GB to France. 

1.71. NRAs jointly sought external advice from London Economics, through a study. In 
particular, this study focused on the impact on market concentration of interconnection 
capacity being held by the largest generation company in each market. Currently, EDF is 
the largest generation company in both countries21. 

1.72. In addition to the HHI analysis used by ElecLink, London Economics also considered 
the RSI22 indicator (on selected hours of the study period). The choice of this second 
criterion is consistent with that adopted in 2007 by the Directorate General for 
Competition of the EC to analyze the structure and performance of six European 
wholesale markets for electricity between 2003 and 2005. 

1.73. This analysis showed that a lower limit than that proposed by ElecLink would be 
necessary to limit the market power of interconnection users on the French and GB 
markets. In addition, London Economics found that the problems of competition and 
market power may arise on both sides of the border and, therefore, proposed to limit the 
amount of capacity held in both directions, and not only in the direction from GB to 
France, as proposed by ElecLink. 

1.74. In summary, London Economics therefore proposed to limit multi-year capacity 
allocated to the same player as shown below: 

Summmary of RSI results 

Flow 
direction 

Prices EdF 
Market 
Power 
in FR 

EdF 
Market 

Power in 
GB 

Ability and 
incentive to raise 

price in either 
country in 

significant ~ 
hours 

% Share 
Interconnector 

for EdF indicated 

FRGB Pgb – Pfr 
>0 

Yes Yes Yes ~40% 

GBFR Pfr – Pgb 
>0 

Yes No Yes ~20% 

Both ways  NA Yes Yes Yes ~20% - 40% 
 

20 Defined by ElecLink as a player holding 25% or more of the market share for generation or supply in France 
or GB 
21 According to London Economics : “No other player has a market share greater than 25% in either market” 
22 Residual Supply Index is an indicator of market structure representing the narrowness of the market, the 
market share of the most important actors, their essential role and evolution of demand in relation to share of 
capacity owned in the market. In that sense, the RSI is an indicator of market power. 
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1.75. The NRAs broadly accept the methodology and results of the study by London 
Economics. Nevertheless, they observe that a player with a minority market share may 
also exercise market power in certain situations. Therefore, when considering the limit on 
interconnector capacity that can be held by any one party, this should not be limited to 
only the largest generation company of each market but should also consider a broader 
set of market participants. 

1.76. However, insofar as the number of hours during which a player is likely to exercise 
market power is greater if its market share is high, the NRAs consider it is appropriate to 
apply a different limit depending on the market share of the considered market 
participant. 

1.77. Therefore, in order not to undermine competition and minimize potential adverse 
effects on the GB and French markets, NRAs consider it necessary to introduce a limit on 
multi-year products that would depend on the market share of the concerned market 
player, as specified in part G of Schedule A.   

2.1.1.3. Limiting the impact of multi-year products on shorter-term markets and 
allocations 

1.78. As set out above, allocating capacity through multi-year products raises concerns, 
particularly where this capacity is allocated for a long period of time (up to 20 years as 
proposed by ElecLink). Therefore, additional arrangements should be put in place to 
prevent market foreclosure and any negative impact on the shorter term markets. 

1.79. ElecLink proposes to reserve a proportion of its capacity (at least 20%) for shorter-
term allocation, i.e. of a duration similar to that of regulated products.  

1.80. ElecLink also proposes to put in place Use-it-or-sell-it (UIOSI)23 arrangements that 
will automatically provide additional capacity for day-ahead allocation when long term 
capacities are not nominated.  

1.81. NRAs consider that these measures are important to ensure appropriate functioning 
of the market and to minimise the possible negative impact of selling capacity through 
multi-year products.  NRAs further consider that additional measures around netting 
provisions for capacity and the split of short-term capacity across different product 
lengths should also be introduced. 

1.82. The NRAs agree that the UIOSI provision is necessary (compulsory for physical 
transmission rights (PTR) in the framework guidelines for Capacity Allocation and 
Congestion Management (CACM FG)) to ensure that multi-year products to have no 
detrimental impact on short-term markets. 

23 Use it or sell it (UIOSI) means the principle according to which any capacity that has been allocated in the 
long term and it has not been nominated, is then made available (resold) automatically in the day-ahead 
capacity allocation with the proceeds going to the previous capacity holder. 
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1.83. Nevertheless, this condition should also be completed by netting provisions, so that 
ElecLink maximises the capacity it makes available to the day-ahead allocation. Thus, all 
long-term capacity nominated at the long-term nomination deadline in one direction shall 
induce an equivalent increase of the proposed capacity at day-ahead timeframe in the 
opposite direction. 

1.84. It is only if ElecLink is obliged to always maximise the capacity it gives to the 
market at each timeframe, in particular in the day-ahead timeframe, and in particular 
through UIOSI and netting provisions, that allocating a significant volume of multi-year 
products will be acceptable.  

1.85. These two conditions ensure that “congestion management rules … include the 
obligation to offer unused capacity on the market”, as provided by Article 17(4). 

1.86. In addition, ElecLink has made no clear proposal about the split between the 
different timeframes of the capacity reserved for shorter-term products. 

1.87. In order to guarantee that a sufficient level of hedging products (yearly or monthly 
for example) is allocated periodically and is thus available for market players that would 
not be in a position to acquire multi-year products, it is necessary that the NRAs approve 
the capacity split between the different timeframes. 

1.88. In addition, ElecLink’s proposal to develop secondary trading for the multi-year 
capacity is likely to contribute to making shorter hedging products available at a 
sufficient amount.  This would indeed allow capacity which has been previously allocated, 
in particular through the Open Season, to be resold.  

1.89. To ensure optimal efficiency, such a secondary market should be organized in a 
coordinated way with regulated interconnector capacity between France and GB and 
according to the Access rules approved by the NRAs. A secondary market should be 
organized through a common allocation/resale platform and fungible products. The NRAs 
consider that it is important to ensure a level of consistency in the features of products 
allocated during the Open Season and the yearly products after the relevant yearly 
auction for the same delivery period, and the harmonisation of products (physical or 
financial transmission rights). 

1.90. The NRAs consider that the measures presented above, including secondary trading 
and UIOSI provisions, reduce the potential anti-competitive impact of selling capacity on 
a multi-year basis and prevent significant market participants from restricting capacity 
access to new market participants, by holding multi-year products. 

2.1.1.4. Rules relating to the nature and the allocation of shorter-term products 

1.91. As part of the exemption application, ElecLink did provide some detail about the 
proposed interaction with European Network Codes, and specifically provided an 
indication of the extent to which it may comply with requirements under the draft 
Capacity Allocation and Congestion Management (CACM) network code. 

1.92. For allocation timeframes that exist or will exist on regulated interconnectors on the 
same border (particularly for yearly to balancing timeframes), NRAs see the 
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harmonization of the capacity allocation as key, as it is partly linked to the efficiency of 
the European target models. NRAs therefore consider that: 

• Having a common firmness and allocation platform for hedging products on 
regulated interconnector capacities and ElecLink is important to ensure a 
liquid and efficient secondary market; 

• The day-ahead and intraday optimization mechanisms on ElecLink should be 
aligned, in procedures and rules, with those on regulated interconnectors 
between France and GB; 

• The remaining capacity on ElecLink after the intraday timeframe should be 
made available to RTE and NGET so that it is dealt with in the same way as 
such remaining capacity on regulated interconnectors of the same border for 
balancing purposes. 

 

1.93. NRAs consider essential: 

• that the exemption from Article 32 is strictly limited to the capacity sold 
through Open Season; and 

• to ensure that all remaining capacity on ElecLink is, and will be, subject to 
the same (current and future) conditions and requirements regarding 
capacity allocation that are in place for regulated interconnectors on the 
same border. 

2.1.1.5. Exemption from regulatory approval of Access Rules and Charging 
Methodologies/Tariffs 

1.94. ElecLink has applied for an exemption from Article 37(6) and 37(10) of the 
Directive, relating to NRAs’ power of approval of the third party access conditions to the 
infrastructure and to the network along with their authority to require the modification of 
these conditions. 

1.95. If such an exemption was granted the NRAs would not be in a position to control, 
ex ante,  the application by ElecLink of the principles set out in this decision and of the 
legislation relating to the Access Rules. NRAs consider that the ability to approve and 
amend Access Rules is an important aspect of the allocation process and therefore 
consider a level of oversight to be necessary.  

1.96. NRAs therefore decide not to grant any exemption from article 37.6 and 37.10, 
concerning NRAs’ approval power of Access Rules and Charging Methodologies/Tariffs. 

1.97. Moreover ElecLink will be subject to the following conditions: 

• Conditions of access for ElecLink’s capacity should be presented in Access 
Rules which will include Access Rules for the shorter term timeframes, and 
Open Season Access Rules.  

• The Access Rules will be submitted for approval to the NRAs. Thus, the NRAs 
will  make sure all the conditions imposed in this Joint Opinion (in particular 
for the Open Season: type of products, maximum allocation to a given 
undertaking…) and in all relevant national and European legislations are 
respected. 
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Furthermore, NRAs consider it important to check that the procedures for ElecLink’s 
capacity allocation are transparently defined to ensure a level playing field for all 
market participants. Therefore, ElecLink must consult publically on their Access Rules 
before submitting these, together with the contributions to the public consultation, to 
the NRAs for regulatory approval of the Access Rules. After regulatory approval, the 
Access Rules shall be duly published by ElecLink. 

 

2.1.2.  Ownership unbundling provisions 

1.98. In the assessment of whether the exemption is detrimental to competition and the 
effective functioning of the internal market, the NRAs have also considered the possible 
impact of an exemption from ownership unbundling.  

2.1.2.1.  ElecLink’s rationale for exemption from the ownership unbundling 
requirements  

1.99. ElecLink has requested an exemption from the ownership unbundling requirements 
set out in Article 9(1) of the Directive. In particular, ElecLink refers to provisions 
contained in Article 9(1) (b), (c) and (d) relating to restrictions on board member 
appointments and exercising of voting rights. In its view, restrictions of this kind would 
“prove problematic and unnecessarily limiting” to ElecLink’s shareholders. 

1.100. ElecLink further states that energy infrastructure projects do not comprise the 
core business of its shareholders and that its shareholders require an exemption from 
unbundling requirements ”in order to retain the flexibility to invest in future independent 
projects and to ensure that the obligations imposed on them in respect of their operation 
of the ElecLink interconnector are appropriate and proportionate”. 

1.101. ElecLink states that as of 30 June 2013, ElecLink’s shareholders do not have “any 
direct or indirect links to energy producers or suppliers except in their capacity of 
consumers of electricity and gas”. However, ElecLink indicates that Star Capital, the 51% 
shareholder, is currently considering an initiative to invest in the generation of electricity 
from renewable sources.  

1.102. ElecLink considers any future energy related investments that its shareholders 
may make would provide minimal scope for discrimination or a conflict of interest “given 
the likely value and nature of the participation in such activities and the likely size and 
market share of any such generation and/or supply activities”. 

1.103. According to ElecLink, Article 9(1)(a) of the Directive is drafted such that ElecLink 
would be “categorised as a TSO with associated obligations”. The TSO obligations are set 
out in Article 12 of the Directive. ElecLink considers the requirements under Article 12 of 
the Directive to be “inappropriate and potentially onerous for an operator with a single 
transmission asset” such as itself.  

2.1.2.2.  Consideration of ElecLink’s ownership unbundling exemption request 

1.104. Article 17 allows exemption for a new interconnector from Article 9 of the 
Directive. This article firstly provides that “each undertaking which owns a transmission 
system acts as a transmission system operator”. Secondly, it obliges Member States to 
ensure that “the same person or persons are not entitled to directly or indirectly exercise 
control over a production or supply undertaking and directly or indirectly to exercise 
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control or exercise any right over a transmission system operator or over a transmission 
system”. Conversely, directly or indirectly exercised control over a transmission system 
operator should preclude the possibility of directly or indirectly exercising control or any 
right over a production or supply undertaking.  

1.105. The proposed ElecLink interconnector is a single ‘point-to-point’ interconnector, 
which will be owned and operated as such, and in this respect it differs from a national 
TSO. NRAs wish to highlight that ElecLink will still be required to comply with the tasks 
defined under Article 12 to the extent that they apply to a TSO only operating an 
interconnector.  The NRAs consider that an exemption from Article 9 does not exempt 
ElecLink from the requirement to be certified as a TSO. 

1.106. The exercising of certain functions relating to the management of an 
interconnector by entities associated with a company exercising electricity supply or 
generation activities, may be to the detriment of competition.  In particular this could 
occur as a result of access to information that is privileged and/or commercially sensitive 
within the meaning of Article 16 of the Directive, through the possibility of influencing 
strategic decisions, and the risk of discrimination of third parties for network access. 
NRAs therefore consider that there are potential negative impacts of awarding a total 
exemption from ownership unbundling requirements, particularly in view of condition f. 

1.107. Conversely, the NRAs also recognise that an obligation to comply with the full 
ownership unbundling requirements could be considered as a limitation for financial 
investors like STAR Capital or for Goldman Sachs, reference shareholder of Groupe 
Eurotunnel ElecLink has stated that an exemption from ownership unbundling would be 
required especially in order not to compromise STAR Capital’s strategy to invest in the 
utilities sector. 

1.108. The European Commission in its decision24 states: 

“The Commission acknowledges the concerns of ElecLink Limited as regards the 
investment strategy of Star Capital, one of its two shareholders. However, the 
Commission does not consider that this necessarily means that the requirements 
of Article 9(1) of the Electricity Directive are not met … 

Therefore, the Commission is of the view that before ElecLink Limited is allowed to 
implement other unbundling models, it should first be established that it is not in 
fact able to meet the requirements of Article 9 of the Electricity Directive. A 
certification process gives the appropriate context for such an assessment…  

The Commission is consequently of the opinion that ElecLink Limited should firstly 
apply for certification under the ownership unbundling model under Article 9 of the 
Electricity Directive. The NRAs should then assess, amongst others, the current 

24 Commission Decision of 28 July 2014 on the Exemption of ElecLink Limited under Article 17 of Regulation (EC) 
n° 714/2009 for an electricity interconnector between France and Great Britain. 
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portfolio of participations of Star Capital and decide whether or not it gives rise to 
an obstacle for the certification of ElecLink Limited under the ownership 
unbundling model.”  

1.109. Thus, the exemption from requirements set out in Article 9 of the Directive shall 
be granted “only if, based on the assessment conducted by the NRAs in the context of 
certification for ownership unbundling, it is concluded that ElecLink Limited does not 
meet the requirements of Article 9 of the Electricity Directive”. 

1.110. In this case, ElecLink will be subject to measures, based on an amended 
ownership unbundling model (“amended OU model”) as detailed in part I of the NRAs 
exemption decision at Schedule A. Such rules are designed not to compromise Star 
Capital’s strategy to invest in some undertakings performing generation or supply 
activities. As such ownership unbundling model will permit investment under certain 
conditions, in generation or supply activities by some direct or indirect shareholders of 
ElecLink, the NRAs will require ElecLink to comply either with all conditions set out in 
Chapter V of the Directive (ITO model) with the exception of Article 22 or with all 
conditions set out in Articles 13 and 14 of the Directive (ISO model) with the exception of 
point (c) of paragraph 2 of Article 13, depending on ElecLink’s choice.  

1.111. NRAs consider that these measures will alleviate any competition concerns that 
could arise from a total exemption from Article 9. In particular, these provisions will 
ensure non-discriminatory third party access, the independence of the operator of the 
interconnector and the protection of commercially sensitive information. 

Conclusion on the impact on competition and the internal market  

1.112. In summary, the NRAs consider whilst the ElecLink project presents benefits to 
competition and the internal market, it is critical to ensure that appropriate conditions 
are imposed on ElecLink to ensure that the condition (a) of Article 17 is met.  These 
conditions ensure that the potential competitive benefits of the project are not eroded. 
These conditions are defined in more detail in the Exemption Decision at Schedule A.  
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Chapter 2, Part 2: Impact on the efficient functioning of the regulated systems 
to which the interconnector is linked. 

1.113. Test 3 of condition (f) requires confirmation that “the exemption is not detrimental 
to the efficient functioning of the regulated system to which the interconnector is linked”. 

1.114. Assessing if test 3 of condition (f) is fulfilled requires analysis of the impact of the 
exemption itself on the effective functioning of the regulated system to which the 
interconnector is linked. However, the fulfilment of condition (b) implies that the 
investment would not take place unless an exemption is granted. As a result, the 
counterfactual scenario used to assess the impact of the exemption on the regulated 
system is the scenario where the investment does not take place taking into account that 
no regulated interconnection on the France-GB border are foreseen by 2016. Thus, 
analysing the impact of the exemption on the effective functioning of the regulated 
system implies analysing the impact of the investment itself. 

1.115. Provided it is used efficiently, and all other things being equal, new 
interconnection would result in generation costs savings as resources are allocated more 
efficiently across the border, and an increase in security of supply. The NRAs would 
expect grid users, in both GB and France would benefit from a portion of these 
generation costs savings and from increased security of supply. 

1.116. These benefits may however come at a cost to consumers. For example, new 
interconnection may generate costs resulting from the integration of the interconnector 
in the regulated system through network reinforcements and balancing costs. New 
interconnection may result in transfers between grid users (consumers and generators) 
and other interconnectors in the interconnected markets as a result of wholesale 
electricity price changes resulting from increased interconnector flows. Finally, the new 
interconnection could have an impact on the expected profitability of future 
interconnectors between GB and continental Europe. 

1.117. To analyse these different effects of the project on the regulated system in both 
France and GB, the NRAs have used information provided by ElecLink, London 
Economics, RTE, NGET and ACER. Information provided by the documents listed below 
have been used by the NRAs to reach a conclusion as to whether ElecLink is detrimental 
to the efficient functioning of the regulated systems in GB and France (Test 3 on 
condition (f)): 

• ElecLink studied (i) the projected impacts on consumers and generators in 
France and in GB, (ii) the projected generation costs saving in France and in 
GB, (iii) the projected congestion rent on the new interconnector, and 
submitted its analysis as part of its exemption request.  

• The NRAs requested London Economics to test this analysis; London 
Economics delivered its own projections, on the same scope. 

• RTE has provided its projections regarding the generation costs savings in 
Europe that new interconnection capacity between France and GB would 
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allow. ACER has published a similar analysis, carried out on all relevant 
borders25. 

• Finally, ElecLink submitted its analysis regarding the costs of the integration 
of the new interconnector on the regulated transmission systems in France 
and in GB. The NRAs asked RTE and NGET respectively to provide 
information on grid congestion and reinforcement costs caused by the 
integration of the new interconnector on the regulated grids in France and in 
GB. 

1.118. The NRAs’ analysis of the information provided in the documents listed above is 
set out below.  

The new interconnector will allow generation costs savings in Europe and will 
increase security of supply 

1.119. Provided the ElecLink interconnector is used efficiently, it will result in generation 
costs savings, as it will increase the utilisation of the most efficient plants across the 
connected markets and, to a certain extent, flatten peak demand and mutualise storage 
facilities. 

1.120. For France and GB alone, ElecLink estimates generation costs savings of  
 London 

Economics estimates the same figure as €4,135 million (2017-2054, discounted at a 
3.5 % rate, expressed in 2013 prices). The magnitude of these two projections differ, as 
the underlying assumptions and the methodologies used in the respective modelling are 
different.  Thus, these projections do not allow drawing precise quantitative conclusions. 

1.121. At the European level, RTE estimates that a 1,000 MW increase in interconnector 
capacity between France and GB, from a starting level of 3 GW, will allow, in 2020, €76 
million  in annual generation costs savings all over Europe. Similarly, RTE estimates that 
a 1,000 MW increase in interconnector capacity between France and GB, from a starting 
level of 4 GW, will allow, in 2020, €64 million in annual generation costs savings all over 
Europe. ACER estimates that a 100 MW increase of available commercial interconnection 
capacity between France and GB would have resulted, for the year 2012, in a €9 million 
increase in “social welfare” (corresponding to the sum of consumers’ and producers’ 
welfare and congestion rent). 

1.122. Part of these generation costs savings (at the European level) will benefit grid 
users directly. The rest will be earned as a new congestion rent for the interconnector 
operator, defined as the product of energy transited through the interconnector and the 
wholesale electricity prices differentials between French and GB markets. 

25http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER%20Market%20Moni
toring%20Report%202013.pdf (see in particular 3.3 Gross welfare benefits of interconnectors, p74). 
26 The analysis is carried over the entire lifespan of the interconnector, beyond the exemption period, as the 
assessment of Test 3 implies analysing the impact of the investment itself on the effective functioning of the 
regulated system to which the interconnector is linked, and not only the impact of the exemption. 
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1.124. Although the quantitative results of the various studies differ, they all indicate that 
ElecLink’s proposed 1000 MW interconnector would contribute to decreased generation 
costs, and that part of this decrease would benefit European grid users. 

1.125. Furthermore, the new interconnector will increase security of supply in France and 
GB, through the pooling of energy, reserve and other balancing services between the two 
interconnected markets (subject to the terms of the exemption from Article 32 of the 
Directive, under which ElecLink would need to ensure the optimal use of the 
interconnector as discussed earlier in this document). The benefits in terms of security of 
supply were confirmed by London Economics. 

The integration of the new interconnection on the regulated transmission 
systems will result in moderate congestion and reinforcement costs for grid 
users 

1.126. ElecLink has commissioned Consentec to study the costs imposed by the new 
interconnector on the continental European transmission systems. This study concluded 
that the realisation of the new interconnector has no severe negative impact concerning 
voltage, stability and thermal constraints. 

1.127. However, information provided by the national TSOs (RTE and NGET), following 
the NRAs’ request, set out that the integration of the new interconnector may generate 
costs for grid users. Indeed, it may generate congestions on the regulated networks, 
which may require reinforcement of the regulated networks, or other measures such as 
re-dispatching. The costs of these measures will be borne by the network users through 
increased network tariffs. 

1.128. The possible impact of ElecLink on the regulated systems in France and GB would 
be: 

• As concerns the French grid, RTE’s report to the NRAs suggests that 
congestion generated by ElecLink would be largely diminished by 
reinforcements already planned in the North of France. Other reinforcements 
necessary for the ElecLink connection are estimated at €8 million. The 
remaining congestions could lead to residual redispatching costs thereafter, 
estimated at €3 million per year, associated with an automatic curtailment 
system allowing RTE to disconnect ElecLink in the event of a network fault 
(the cost of this solution will be mutualised through the network tariff and 
borne by grid users), which could lead to an expected curtailment volume of 
7 GWh/year. The study conducted by RTE on this matter is consistent with 
the methodology it usually uses to evaluate investment decisions and to 
establish annual investment plans and the Ten Year Network Development 
Plan (TYNDP). 

• In GB, ElecLink is subject to a non-firm connection to the GB transmission 
system from 2018 to 2023.  This reflects the significant reinforcement costs 
across the South of England that would be required to accommodate ElecLink 
at its full capacity.  The connection agreement includes provisions that allow 
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NGET, as the Transmission System Operator, to limit ElecLink’s access to the 
GB transmission system in order to preserve system security. 

1.129. In addition, it is to be noted that ElecLink will be subject to the national 
arrangements applicable to interconnectors in GB and France. Specifically, in GB, 
ElecLink will be required by its interconnector licence to comply with relevant industry 
codes27 which will ensure that the exemption itself is not detrimental to the efficient 
functioning of the system to which the interconnector will be connected. In France, the 
new interconnector will be subjected to a set of technical requirements, aimed at 
ensuring that its operation will not jeopardize the stability and the safety of the 
transmission grid. 

The new interconnector will result in financial transfers between consumers, 
generators and other congestion rents of other interconnectors 

1.130. New interconnection capacity between France and GB will, as a general rule, 
impact wholesale electricity prices in France, in GB and in other markets. As a result, 
financial transfers will occur between generators, consumers and other interconnectors’ 
operators through congestion rents. 

1.131. In markets where wholesale electricity prices will rise, on average, financial 
transfers will occur from consumers to generators, whereas in markets where wholesale 
electricity prices will decrease, on average, financial transfers will occur from generators 
to consumers. When several countries form a single market (in the absence of 
congestions between interconnected countries), transfers can occur between generators 
and consumers in different countries. 

1.132. Furthermore, congestion rents are likely to decrease on other regulated 
interconnectors between France and GB, compared to a situation without ElecLink. 
Modelling presented by ElecLink and London Economics clearly demonstrated this impact; 
the magnitude is however subject to uncertainly due to the different assumptions and 
methods used in the respective modelling. The congestion rents may also vary on 
interconnectors on other borders, as rents are transferred from or to other market 
participants. The characteristics of these transfers will then depend on the beneficiaries 
of congestion rents in the base case scenario. 

1.133. ElecLink provided an analysis of the net welfare of generators and consumers in 
France and in GB resulting from the new interconnector. This analysis accounts for the 
net variation of wholesale revenues for generators (increase / decrease in price and 
increase / decrease in volume), the variation of generation costs (increase / decrease in 
volume) for generators and the variation of wholesale electricity price for consumers. 

1.134. ElecLink also provided its projections regarding congestion rent losses on present 
and future regulated interconnectors between France and GB. The effect of the new 

27 Including Grid, Connection and Use of System and Balancing and Settlement Codes as required by SLC 3 
(Compliance with codes) of ElecLink’s interconnector licence.  
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interconnector on the congestion rents on other borders, as well as the social welfare 
impact in others countries, have not been studied. The detailed results are as follows: 

  

 

 
London Economics challenged this study and provided its own analysis. The detailed 
results are as follows: 
 

€ million, 2017-2041, Net Present 
Value (2013 prices29) 

France GB Total 

Grid users’ welfare 6707 -841 5866 

Congestion rent variation on 
regulated interconnections (France-

GB border) 
- - -498 

 

1.135. The analysis by ElecLink and London Economics provide estimations of different 
magnitude for the welfare impacts on consumers and generators in France and GB. 
Different underlying assumptions (generation mix, production costs, etc.) account for 
some of these differences, but ElecLink and London Economics also used different pricing 
methodologies in their respective modelling, which appear to have a significant influence 
on the outcome of the modelling30. In spite of very different quantitative results, both 

28 CRE’s calculation from data provided by ElecLink.  
29 CRE’s calculation from data provided by London Economics. 
30 London Economics’ model predicts price changes of much larger magnitudes than ElecLink. This is due to 
differences in modelling the margin of producers over the marginal costs. For further details see appendix 2 of 
the public consultation which has been run by the NRAs on the 28 November 2013 

€ million, 2016-2054, Net Present 
Value (2011 prices) 

France GB Total 

Grid users’ welfare 871 -232 640 

Congestion rent variation on 
regulated interconnections (IFA and 

IFA2) 
- - -81 

€ million, 2016-2041, Net Present 
Value (2013 prices28) 

France GB Total 

Grid users’ welfare 746 -148 598 

Congestion rent variation on 
regulated interconnections (IFA and 

IFA2) 
- - -54 
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conclude that losses of congestion rents on regulated interconnectors between France 
and GB are limited compared to the benefits to users of the French and GB networks.  

The ElecLink project will not impact on the feasibility of future regulated 
interconnectors. 

1.136. Finally, NRAs do not consider that ElecLink will hinder the realisation of future 
regulated interconnectors, as all studies converge on the fact that the socially optimal 
interconnection capacity between France and GB is around 5 GW. 

The NRAs consider that Test 3 of condition (f) is satisfied 

1.137. Overall, the NRAs consider Test 3 of condition (f) to be satisfied and therefore that 
the exemption is not detrimental to the effective functioning of the regulated system to 
which the interconnector will be connected. Indeed, the interconnector is likely to 
generate more benefits for grids users (part of the generation costs savings, and 
increased security of supply) than the costs they will incur for its integration into the 
regulated transmission grid. 

Conclusion on whether ElecLink satisfies conditions (a) and (f) 

1.138. The NRAs consider that, subject to ElecLink complying with the additional 
conditions described in part 2.1., conditions (a) and (f) are satisfied. 

  

(https://www.ofgem.gov.uk/publications-and-updates/request-eleclink-exemption-under-article-17-
regulation-ec-7142009-gb-france-interconnector ;   
http://www.cre.fr/documents/consultations-publiques/demande-de-derogation-d-eleclink-au-titre-de-l-article-
17-du-reglement-ce-714-2009-concernant-une-interconnexion-entre-la-france-et-la-grande-bretagne )  
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2.2 Analysis of the fulfilment of condition b) – level of risk 

1.140. Condition b) of Article 17(1) (“condition b”) of the Regulation sets out that the 
exemption can only be granted to the extent that “the level of risk attached to the 
investment is such that the investment would not take place unless an exemption is 
granted”. 

1.141. The analysis of the satisfaction of this condition is twofold. First, ElecLink needs to 
prove that it takes risks in order to propose a project which is more attractive for the 
community than what is proposed by regulated TSOs. Second, the exemption scope and 
duration need to be proportionate to the risk taken by ElecLink. 

1.142. ElecLink requests an exemption from the rules relating to the use of congestion 
revenues as defined in article 16(6) of Regulation. ElecLink is seeking an exemption to 
manage risks associated with the specific nature of the project and to ensure the ElecLink 
project can be financed. ElecLink states that it faces construction and operating risks 
specific to the Channel Tunnel. Furthermore, its grid connections are subject to 
unplanned interruptions in the initial years of operation of the interconnector and it faces 
market and energy policy risks. Finally, the project holders intend to fund the project 
partly through non-recourse project finance debt.  

1.143. The assessment of condition b) is clearly linked to the exemption from the use of 
revenues. NRAs have also considered in the analysis below whether ElecLink’s requested 
exemption from third party access, ownership unbundling and regulatory approval of 
charging methodologies are proportionate to the risk taken by ElecLink. 

2.2.1.  Allocation of multiyear contracts through Open Season 

ElecLink wants to be able to sell up to 80% of the interconnector’s capacity 
through multi-year products in order to ensure the funding for the project  

1.144. ElecLink is requesting an exemption from Third Party Access under Article 32 of 
the Directive in order to sell up to 80% of its capacity through multi-year products, up to 
20-year duration.  

1.145. As described in part 1 (analysis of the impact of ElecLink on competition and the 
internal market) of paragraph 2.1. aiming at assessing the respect of conditions a) and 
f), the allocation of multi-year contracts through an Open Season constitutes an 
exemption from European target models. NRAs consider that the conditions discussed in 
part 1 mitigate any impact to competition. As a reminder, these conditions are intended, 
in particular, to ensure that: 

• market power and market shares of dominant market participants are not 
increased by limiting the multi-year capacity volume that a single market 
participant can hold; 

• multi-year capacities contribute to maximize volume of shorter term hedging 
products (for instance annual or monthly) by organising an effective 
secondary market; 

• multi-year capacities do not interfere with the daily market efficiency and 
contribute to maximise short term capacity through netting and UIOSI, the 
latter also preventing capacity hoarding. 
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1.146. Multi-year products should only be permitted to the extent that they are 
necessary to the funding of the project. This will ensure that short-term capacity, such as 
daily/monthly/annual capacity, is maximised. 

1.147. In its application, ElecLink explains that multi-year contracts could generate a 
stream of predictable cashflows because they are guaranteed by contracts signed with 
legitimate counterparties at a fixed price for the whole duration of these contracts.  

1.148. In its application, ElecLink indicates that: 

“We estimate total project costs of c.€400m to be financed through a non-
recourse project finance structure. The management of Groupe Eurotunnel and 
STAR Capital consider ElecLink to be outside of the scope and risk profile of their 
existing core businesses and are seeking a financing structure commensurate with 
such risk. Equity capital will be provided by the Shareholders and debt financing 
will be underpinned by the sale of long-term capacity rights through an open 
season process in advance of interconnector operations. Long-term contracts will 
provide ElecLink with stable cashflow to underpin the required debt service.” 

As well as: “We need to raise non-recourse project finance debt. We can only 
proceed if we are able to project finance ElecLink. We will sell long-term 
interconnector capacity contracts to generate a stream of predictable cashflows on 
which lenders will issue a finite amount of debt on inception. An exemption will 
allow us to demonstrate to lenders the stability of such cashflows despite a 
changing regulatory environment over the course of the exemption period. As a 
single asset, we would not be able to demonstrate such predictability under a 
regulated tariff regime.” 

And finally: “Without this source of finance, the Project will not be viable”. 

London Economics notes that project finance, which is used because of project 
promoters identity, requires regular cashflows 

1.149. According to London Economics:  

“Project finance for large infrastructure projects is common. The main reason is 
that the projects themselves will be large and lumpy, but have real fixed assets.  
The balance sheets of the companies involved could be small relative to the total 
capital investment.” 

1.150. Without access to Star Capital’s balance sheet, London Economics assumes that 
its size is such that a project finance structure would be necessary. Concerning Groupe 
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Eurotunnel, London Economics analysed its financial information as stated in its 
database31. 

1.151. The study conducted by London Economics confirms that, considering the project 
promoters identity, project finance is necessary for the project financial viability: 

”Our analysis (in the Annexes) indicated we confirm the need for project finance” 

1.152. London Economics thus considers that: 

 “If the cash flows can be regularized, then project finance can be achieved.” 

NRAs consider that without multi-year products, ElecLink would be exposed to a 
high volatility of revenue 

1.153. The need for ElecLink to sell multi-year products should be assessed in the light of 
the downside risks faced by the project and the perception of that risk that creditors can 
have. Indeed, the creditor loan decisions are taken on that basis. Furthermore, as an 
exempted interconnector, ElecLink doesn’t present the same financial guarantee as a 
regulated asset can offer. 

1.154. The risks and uncertainties surrounding the ElecLink project vary, for example: 

• In the absence of multi-year products, the project profitability would depend 
on the short-term capacity value, namely the price spread between French 
and GB spot markets32. As such, the profitability is fully exposed to the risks 
of the interconnected market. The evolution of the level, the volatility and 
the correlation of the electricity prices in France and GB, for the 25 coming 
years, are the main determinants; however these elements are complex to 
analyse and impossible to predict with a sufficient level of certainty after the 
very early years. 

• Other interconnector investment:  

- the total additional capacity provided in the coming years by new 
interconnectors between the British Isles and mainland Europe is 
uncertain.  

- the exact impact that future additional interconnectors between the 
British Isles and the continent will have on the price spread 
between France and GB is uncertain. However, the increase in the 
interconnection capacity will automatically result in a decrease in 
the interconnector capacity price as increased interconnector flows 
reduce the price spread that generates these assets revenue. It is 

31 As extracted from London Economics’s Bloomberg Professional Terminal and Database service subscription 
32 The same day or the day projected by ElecLink’s costumers when purchasing shorter-term products (one year 
ahead maximum). 
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difficult to anticipate the extent of price convergence after projects 
Nemo, IFA 2, FabLink and CelticLink, as well as new 
interconnectors linking, directly or indirectly the same markets, are 
achieved. 

 

1.155. Furthermore, ElecLink has few comparable projects. Creditors cannot easily 
observe an equivalent project from which they could draw useful lessons in terms of risk 
analysis on revenues. 

NRAs consider that multi-year products allow ElecLink to decrease revenue 
volatility and facilitate project finance… 

1.156. Allocating multi-year products would allow ElecLink to: 

• Guarantee a revenue share with counterparties whose credit would be 
sufficient to serve as collateral to creditors; and 

• Provide financial visibility over a very long period (up to 20 years) to the 
benefit of creditors. 

1.157. NRAs therefore agree that if all capacity were to be sold through yearly or shorter-
term products, the degree of risk associated with changes in electricity markets is of such 
magnitude that it would be likely to prevent long-term financing for significant amounts 
on acceptable terms for project promoters. 

1.158. NRAs understand from the analysis from London Economics that the funding 
structure sought by ElecLink is frequently used for similar projects. Like London 
Economics, NRAs consider that contracting debt for ElecLink will be facilitated by the 
ability to allocate multi-year products. Therefore, without these kinds of products, the 
project may not be realised. NRAs therefore consider that ElecLink should be able to 
allocate capacity in this way.  

…but consider that the share of these products shall be limited to the necessary 
minimum 

1.159. However, the NRAs consider that the volume of multi-year products should be 
proportionate to the risks borne by ElecLink – i.e. this volume should not exceed its need 
for funding. ElecLink wishes to sell up to 80% of capacity through multi-year products. 

 
 However, London Economics’ analyses show that multi-

year capacity prices could be above ElecLink’s expectations. In such a situation, the 80% 
of the capacity allocated through multi-year products would generate regular cashflows 
above ElecLink financing requirement. 

1.160. Thus, in addition to ElecLink’s proposed limit of 80% of total capacity, the NRAs 
also consider it appropriate to limit multi-year capacity allocation by a cap corresponding 
to the generated revenues. The maximum value for multi-year contracts sold by ElecLink 
is based on project funding needs.  

1.161. London Economics’ analysis is consistent with this position: 
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“Given the uncertainty around the revenues the market will actually allow ElecLink 
to raise, a way forward would be to base the derogation on the revenues required 
to achieve project financing, rather than the % of capacity allowed to sell long-
term contracts.”  

2.2.2.  Revenue and profit risk 
 

1.162. It is up to the regulators to decide the relevance of exemption from Article 16 (6) 
of the Regulations and to determine its extent. 

ElecLink requests to keep all the revenues 

1.163. ElecLink requests a total exemption from article 16(6) of the Regulation in order 
to keep all revenues resulting from interconnection capacity allocation. ElecLink suggests 
that this will allow it to recover construction, operation and maintenance costs, and 
provide a return that it considers adequate. 

1.164. ElecLink provided NRAs with a business plan based on a number of assumptions 
and costs projections, including expected construction costs, and revenues projections. 
This business plan has a rate of return in line with the usual estimates of return expected 
by investors in projects significantly riskier than regulated activities. 

1.165. ElecLink’s revenue comes from the selling of capacity between the French and GB 
electricity markets. It is therefore mainly dependent on the spread between French and 
GB prices. ElecLink has provided financial projections based on a reference scenario and 
financial sensitivity analysis based on a number of different scenarios. 

1.166. ElecLink also cites various project risks that it will bear. In its exemption request, 
it points in particular to:  

1.167. The market risks: 

“The owners of ElecLink face a number of risks that could have a negative impact 
on congestion revenues arising from price differences between GB and France. We 
categorise these as market risks. All of them would drive changes in ElecLink 
revenue through changes in either the level or volatility of electricity prices in 
France and GB. “ 

1.168. The risks of unplanned interruptions: 

“Our grid connections are subject to unplanned interruptions in the initial years 
until such time National Grid and RTE reinforce their respective networks.” 

1.169. The unique risks of construction and operation: 

“Unique construction and operating risks specific to the Tunnel which make our 
Project challenging to develop and operate” 

1.170. The risks of competing projects: 
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“Additional interconnector capacity is expected to have a negative impact on 
ElecLink revenues since it would likely supply electricity to GB when the electricity 
price in GB is high and export electricity from GB when the electricity price in GB 
is low. The resulting price convergence will reduce the benefit of arbitrage 
opportunities available to the capacity holders of ElecLink. 

A large number of new interconnector projects are due to be built within the next 
ten years in response to the need for more interconnection and a concerted policy 
drive at EU level to increase the level of interconnection between member states. 
In this respect, the Project is expected to be developed during a unique period in 
terms of changes to the competitive landscape in interconnection.” 

1.171. The risks pertaining to energy policy: 

“The Project is being developed against a background of a generation mix in 
Europe which is forecast to profoundly change over the next decade as policies 
designed to achieve renewables and decarbonisation targets progressively impact 
electricity supply (generation plant retirements and new build) and demand 
(energy efficiency and demand response). In addition, the policies of individual 
member states with regard to the role of nuclear power are subject to sudden and 
fundamental change. 

The economics of the Project would be highly sensitive to the changes in the 
generation mix and capacity margins that would result from policy-driven 
changes. These risks are not under our control and we are investing in a market 
and policy landscape which is characterised by an unprecedented level of 
uncertainty.” 

The regulators consider that revenues could be higher than expected by 
ElecLink ... 

1.172. Estimates from ElecLink suggest that the interconnection capacity available thanks 
to IFA 2000, IFA2, BritNed and NEMO is lower than the optimal interconnector capacity 
between GB and France (and Belgium) from around 5000 MW. This estimation is 
consistent with the analysis provided by RTE in the ten year development plan33. 

1.173. The NRAs requested London Economics to conduct additional analysis on the 
expected return and risk of the project. 

33 In the 2013 Ten Year Development Plan, RTE considers that: “During the next ten years, ENTSO-E (the 
association of European national transmission system operators) foresees particularly high flows between the 
British islands and the continent, as a result of an important development of wind generation in Ireland, 
Scotland and off the English shores, requiring a total interconnection capacity between 5 and 10 GW with the 
continent.” (Translation of CRE’s services) » 
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1.174. The analysis undertaken by London Economics suggests that prices, and therefore 
revenues, may be higher than predicted by ElecLink. For multi-year capacity, London 
Economics suggests that, based on the observed auction prices of IFA capacity, revenue 
could be higher than projected by ElecLink.  

1.175. In addition, for prices of annual and shorter term products, London Economics 
considers that: 

“The upside risks of the assumptions of ElecLink appear to outweigh the downside 
risks, although there are risks on both sides. 

• Higher peak demand in France, if a more plausible assumption that peak 
demand grew in line with total demand would lead to higher prices. 

• An increase in the gas share of electricity production in the reference 
scenario might be considered as too high.  There is a significant upside risk 
with this assumption. 

• ElecLink’s reference case supposes much higher competition from other 
interconnectors than what is currently expected. This has potentially a 
significant positive impact on the interconnector’s revenues. 

Downsides 

• A significant change in the capacity mix could lower the congestion rents and 
lower the revenues of ElecLink. 

• The downside low gas price scenario seems plausible, and this would lower 
ElecLink’s expected congestion rents.“ 

1.176.   Taking into account these uncertainties on capacity price, the NRAs consider 
that:  

• There is an inherent incentive to undersize the project capacity in order to 
maximize profits, leading to suboptimal capacity and potential adverse 
effects for the electricity market;  

• Whilst ElecLink provides some justification in its application, it is not possible 
to determine whether ElecLink’s proposed capacity (1000 MW) is the 
maximum capacity that is technically feasible in the Channel Tunnel, or if 
higher capacity could be built;  

• A high congestion rent would be a sign that the optimal total capacity is 
significantly higher than the proposed project.  

... and that the downside risks to the project are not such as to justify a 
total exemption 

1.177. NRAs consider that multi-year products act as a floor to market risks taken on by 
ElecLink. Indeed, revenues from multi-year products are significantly more predictable 
than revenues from annual or shorter term products. The degree of risk is however 
higher than that attached to regulated revenues because of counterpart and OPEX risks 
(which are taken into account at their projected values by the mechanism). 

1.178. In addition, the NRAs consider that the distribution of instances of high and low 
revenue from interconnector capacity products is not equal. Indeed, revenue can hardly 
be below a certain threshold, whereas very high revenue are possible:  
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• Short term volatility of electricity price may provide a natural lower bound to 
the price of interconnector capacity. While the differential between GB and 
French forward prices has fluctuated strongly from 2009 to 2013, including 
periods of positive, negative and even zero spread, the bidirectional capacity 
prices for yearly products for IFA’s auctions has never been less than 5,6 
€/MW.  

• Very high revenue may happen if special market conditions prevail (such as 
extreme weather or generation scarcity for example).  

Therefore, the NRAs believe that only a partial exemption from Article 16 (6) is 
proportionate to the risks of the project 

1.179.  Overall, NRAs are required to consider all of the risks and uncertainties set out in 
this section in our decision as to whether an exemption from Article 16 (6) should be 
granted.  Whilst NRAs recognize that the project presents risks that are not common 
across all interconnectors, they also consider that the project revenue and return 
expectations may be underestimated and that, based on evidence of optimal capacity 
across the GB-France border, the size of the project may be sub-optimal. NRAs therefore 
consider that the degree of risk carried by the project holders does not justify a full 
exemption from the use of revenue requirement of Article 16(6). Thus, only a partial 
exemption from Article 16(6) may be granted. 

1.180. Unlike regulated activities, investors in ElecLink bear the risk of the project. In the 
case of regulated transmission system activities, operators benefit from a guarantee to 
recover their costs prescribed by law. In particular, all investments and a share of 
operating expenses are taken into account through the pass through mechanism which 
covers operators if expenditure is different from projected. In this case, the holders of 
ElecLink do not benefit from a similar guarantee. They are exposed to risks specific to the 
asset and therefore should bear the operational and financial risks associated with that 
asset while having to meet certain regulatory requirements (as grid codes). A business 
plan with a profit exceeding that of a regulated activities, and consistent with the usual 
levels of projects with a degree of risk higher than that associated to the regulated 
activities, is therefore justified. 

1.181. This business plan has been reviewed by the NRAs and London Economics and 
sensitivity tests were performed. The ability to significantly exceed the expected return in 
this business plan exists, for example if prices are higher than expected, which could 
result in ElecLink earning a disproportionate share of the congestion rents. NRAs 
therefore consider it essential that the exemption is accompanied by a mechanism to 
share the excess profit in case the return actually generated by the project exceeds a 
certain threshold. The chosen mechanism is to give network users 50 % of the profits 
exceeding a  IRR. 

2.2.3. Summary and conclusion on the fulfilment of condition b) 

1.182. If the profit exceeds a certain level consistent with a reasonable internal rate of 
return (taken into account all the risks carried on by the investors), part of the revenues 
exceeding this level will be distributed, at equal parts, to regulated TSOs in France and 
GB and will be used as indicated in article 16(6) of the Regulation.   

1.183. NRAs consider that this will ensure that the project can make a return that is 
commensurate with the risks faced by the project developers whilst ensuring that 
excessive returns cannot be exploited at the expense of French and GB grid users or 
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consumers. The specific details of the mechanism for rent sharing is set out in the 
Exemption Decision in Schedule A and Schedule B – “Operating the profit sharing 
mechanism”.    

2.3. Analysis of whether ElecLink has met condition c) 

1.184. According to condition c):   

“the interconnector must be owned by a natural or legal person which is separate 
at least in terms of its legal form from the system operators in whose systems 
that interconnector will be built”. 

1.185. The system operators concerned by this article are Réseau de Transport 
d’Electricité (in France) and NGET (in GB). 

1.186. In its exemption request, ElecLink confirms that it is owned by Star Capital (51%) 
and Groupe Eurotunnel (49%) and that at 30 June 2013, neither shareholder was related 
to the System Operators in GB or France. 

1.187.  In the absence of elements that could call into question the respect of condition 
c), the NRAs consider that this condition is met. 

2.4. Analysis of whether ElecLink has met condition d)  

1.188. According to condition d): 

 “charges are levied on users of that interconnector”. 

1.189. In its exemption request, ElecLink confirms that its costs will be recovered 
through the sale of the interconnector capacity to market players. Furthermore, 
ElecLink’s description of capacity allocation clearly indicates that charges will be levied on 
all users. 

1.190. Therefore, the NRAs consider that this condition is met.  

2.5. Analysis of whether ElecLink has met condition e)  

1.191. According to condition e):  

“since the partial market opening referred to in Article 19 of Directive 96/92/EC of 
the European Parliament and of the Council of 19 December 1996 concerning 
common rules for the internal market in electricity34, no part of the capital or 
operating costs of the interconnector has been recovered from any component of 

34 OJ. 27, 30.1.1997, p.20   
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charges made for the use of transmission or distribution systems linked by the 
interconnector”. 

1.192. In its exemption request, ElecLink confirms that its proposed interconnector is a 
‘new’ interconnector and that no part of the costs of the project has yet been recovered. 
Indeed, ElecLink specifies that it intends to recourse to project financing and equity to 
recover costs, and that these will be paid back by the sale of interconnection capacities. 
As a consequence, none of ElecLink’s costs will be underwritten through regulated 
transmission charges. 

1.193. Therefore, the NRAs consider that this condition is met. 

2.6. Requested exemption duration 
 
ElecLink requested an exemption duration of 25 years.  

1.194. According to ElecLink: 

 “A 25 year exemption is required to provide lenders confidence that they will be 
repaid with some margin for downside scenarios i.e. where forecast cashflows are 
lower than expected due to unplanned outages, lower than expected arbitrage at 
borders, materially higher operating and financing costs or higher construction 
costs.”  

The NRAs consider that the exemption scope should be proportionate to the 
risks taken by ElecLink 

1.195. ElecLink’s financial projections show that an exemption duration shorter than 25 
years reduces the project’s expected return  

. As noted above however, using London Economics price projections leads to 
a higher return. 

1.196. The profit sharing mechanism set out in the previous paragraph is based on an 
exemption duration of 25 years. Given the uncertainty over revenue projections (see in 
particular the two previous sub-sections 2.2.1 and 2.2.2), the NRAs consider that it is not 
appropriate to limit the exemption to a duration substantially lower than ElecLink’s 
request given that such a limit could adversely impact on the feasibility of the project. 

1.197. Thus, the NRAs grant a partial exemption from Article 16(6) of the Regulation and 
Article 9 of the Directive for 25 years, while adjusting the scope of the exemption to the 
risks of the project by setting conditional limitations to the exemption.  
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1.198. However, granting a partial exemption from Article 32 of the Directive enabling 
the allocation of multiyear products for the whole exemption period is not justified by 
ElecLink’s financing needs. Indeed, ElecLink indicates in its business plan that it will 
repay the project finance funding in 20 years. Therefore, multi-year products, which are 
justified by the need for project finance funding, can only be allocated for the first 20 
years of ElecLink’s exemption. 

2.7. Conclusion on the fulfilment of exemption conditions a) to f) 

1.199. Following the analysis undertaken by the NRAs and set out in this Joint Opinion, 
the NRAs consider that additional conditions must be added to ensure fulfilment of the 
exemption conditions. Provided that the conditions mentioned above and described in the 
Exemption Decision at Schedule A are fulfilled, the exemption conditions (a) to (f) set out 
in Article 17 are considered satisfied.    
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