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Dear all,

Welcome to the March 2025 issue of the EU-China Energy Magazine.

In this issue, we continue our in-depth exploration of EU energy legislation with ‘Understanding EU Energy Law: Part Two - The Law in Practice’. In Part One of the article, published in our October 2024 issue, we delved into the development and design of energy law in the EU, tracing how rules are formulated centrally at the EU level. Building on that foundation, Part Two examines how individual EU Member States (looking in particular at the Netherlands, France, and Denmark) have found different ways to reconfigure their energy markets to align with EU directives and achieve their decarbonisation goals.

China is taking important steps to boost new energies, which are underpinned by ongoing market and price reforms as well as the continuous enhancement of its clean tech production. In this issue, we examine the potential of China's new Contract for Difference (CfD) renewable support scheme to accelerate power sector decarbonisation. We also feature a data-driven analysis from the Centre for Research on Energy and Clean Air (CREA), highlighting how clean technologies contributed a record 10% of China’s GDP in 2024.

We are very sad to bid farewell to Enrui Zhang, our deputy team leader and senior policy expert. Enrui is returning to Paris for family reasons. He has been an invaluable member of our team. We wish him all the best in his new endeavours and look forward to future collaborations.

We wish you an early Happy Easter and look forward to your feedback. 

Dr Flora Kan

ECECP Team Leader

31 March, 2025
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1.  ​Understanding EU Energy Law: Part Two – The law in practice
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by Humphrey Chad Farrell

With generous support from Dr Rozeta Karova, international consultant on energy law and policy and Lars Bregnbaek, partner and energy market expert, Ea Energianalyse

In Part One of this article, published in the ECECP magazine in October 2024, energy law lawyer and consultant Rozeta Karova explored the dynamics, intent, implementation and incentives guiding EU energy law. When a state becomes a member of the European Union, it becomes subject to EU laws and courts, while maintaining a level of autonomy in how it chooses to implement policy, designing the laws and carrying out directives itself.

Karova introduced the topic of EU energy law with an exploration of the development and design of energy law in the EU, tracking how rules are developed centrally before being implemented into law by individual Member States. Karova’s article focused on the development of short-term electricity markets and their integration, exploring how the EU principle of economic liberalisation drove the earlier energy policies of opening and unbundling energy markets across the EU​[1], before creating a more unified market in the third ‘package’ of legislation - which created an association for cooperation between Transmission Systems Operators (TSOs) (ENTSO-E​[2],​[3]) while establishing stronger principles for promoting energy trading across national borders. Karova also explained that the prioritisation of consumer protections has ensured an efficient market design: retail markets evolved alongside changing energy infrastructure, while national regulatory authorities have an important role in monitoring the functioning of the market​[4].

To see how the law works in practice, this article will examine how the Netherlands, France and Denmark are reconfiguring their respective energy markets in response to key EU legislation (e.g. sector liberalisation through unbundling​[5], and the EU’s ambitious green energy targets).

The case studies of these three countries will be investigated as examples of the legally binding EU targets being given form at a national level by individually determined national legislation.

In 2019, the EU adopted the ‘Clean Package for All Europeans’, a new package of legislation which created a legally-binding EU wide target to reduce emissions by 55% by 2030 (compared to 1990)​[6], a binding target of at least 32% for renewable energy sources in the EU’s energy mix by 2030 and an energy efficiency target of at least 32.5% by the same year (compared to a baseline scenario established in 2007)​[7]. These targets​[8] serve as key building blocks for the EU to become climate neutral by 2050​[9]. While the Member States are able to negotiate the legislative provisions, the EU legal structure means that once the Council of the European Union and the European Parliament have made the law binding, each Member State retains their competence of how to implement the target. As we will see, this means that Member States have autonomy when it comes to choices between different green energy sources and managing energy consumption.

This article will highlight how these challenges have emerged from this major pivot towards green energy sources, as well as how Member States are able to confront those challenges with a combination of central planning and market-oriented solutions.

The Netherlands

Although the Netherlands has achieved some key EU goals of high interconnection with other EU states and an unbundled sector, some infrastructural challenges are apparent.

As an EU Member State, the Netherlands has an unbundled electricity market, so that grid operators are separate from the companies that trade, produce and sell electricity. Seven grid operators manage the flow of electricity within and outside of the country. All bordering countries, as well as Norway, Denmark and the UK, are interconnected with the Dutch electricity grid via high-voltage transmission lines.

Dutch policy advisor Ermin Kloppenborg notes that the Netherlands has embraced unbundling more than other Member States, having unbundled the ownerships of both TSOs (Transmission Systems Operators) and DSOs (Distribution Systems Operators). While unbundling is central to the EU model of a liberalised energy sector, the approach in the Netherlands has been criticised as potentially preventing a holistic approach to central planning.

In transitioning to renewable energy sources, the Netherlands faces the new challenge of grid congestion. For example, solar power has grown very strongly as a source of electricity, with installed capacity rising to 23.9 GW by 2023 - over 40 times that of 2013 - while annual production reached nearly 20 TW in 2023​[10]. Because the Netherlands is such a small and densely-populated country, solar farms have been placed in low-density rural areas. However, because the infrastructure in these areas is designed primarily for small local populations, there is insufficient transmission capacity to efficiently transport the new volumes of electricity generated​[11].

While a lack of sufficient infrastructure is the biggest obstacle to an efficient grid system, the high population density in the Netherlands makes the required finances and timeframe for the required development much more onerous; land is expensive and its use is highly regulated. This means that the current problems of insufficient transmission capacity relative to production may not be resolved for at least five years, according to Dutch/German TSO TenneT​[12].

While the long-term solution to grid congestion is grid expansion, the time required for this scale of infrastructure investment means that more immediate solutions have been introduced in the short term to encourage more efficient use of the existing grid. These include incentivising lower consumption during peak times, and rewarding power generators to match supply and demand locally, rather than over-congesting grids. Grid operators may also encourage consumers to switch to off-peak usage using Time-of-Use network tariffs, and by applying capacity restriction contracts that require power generators to lower peak production in return for compensation.

France

While many EU countries have embraced green energy derived from wind or solar sources in response to EU targets, France is unique in looking to nuclear power to replace fossil fuels.

The remarkable efficiency of nuclear energy can be attributed to the long lifespan of power plants, which is constantly being extended as technology improves. France’s nuclear power generation can reliably meet national demand thanks to a generally stable annual consumption rate: it has decreased slowly from a peak of 472 TWh in 2010 (though sharper consumption decreases in recent years may have been driven by the energy crisis which meant other fuel sources were less available)​[13]. The current cost of nuclear power is roughly EUR 60/MWh​[14], and accounted for 65% of power consumed in France in 2023​[15], though this cost may decrease as plants become more efficient.

Consumer needs have been prioritised throughout the liberalisation of France’s energy market: the ‘New Organisation of the Electricity Market Act 2010’ – also known as the ‘NOME Act – played a key role, states French energy law lecturer Guillaume Dezobry. The NOME Act reformed the organisation of the electricity market, allowing bidding for the right to supply electricity, and encouraging competition between suppliers to French consumers.

The price that suppliers pay is determined by the Energy Regulatory Commission (CRE), the French regulatory commission – for example the current CRE cost of nuclear energy production is EUR 60.7 MWh​[16]. Suppliers can access the system through the ‘Regulated Access to Incumbent Nuclear’ or ‘ARENH’ mechanism.

A supplier will apply to CRE for access to nuclear energy based on demand forecasts, and then pay the CRE-determined price per energy unit to sell on to consumers​[17]. ARENH access is capped at 100 TWh per year and the market is fully open to competition, ensuring best value for consumers.

France’s example highlights the importance of investment in infrastructure. Before 2008, energy demand was increasing rapidly. Its long-term strategy of prioritising nuclear power investment in the face of rising energy demand has resulted in an improved grid design
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