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22 April 2002

Lisa Vango
Ofgem - by fax 020 79Q?  7077

Dear MS Vango

Acquisltlan  of lnnogy  by RWE

1 r&r to @aem’s  wnsulkdlon  PaPer on the proposed acquisltlon of lnnogy  I-loldIngs by  RWE  Group,
dated  Apt% 2002.

I would observe that the very tight tlmescaie for response on the issue, while not entlrafY wtthln Your
hands, places a severe lhdtatkm  OP  the abllltY of respondents to comment, end may result in important
~@3ue@  betng rIll8sod 41togethar8  You may wish to consldsr  bringing this  ta tho attsntion  af tha  appropriate
authorities.

Innogy  group is a large player ln the GB  electricity business. This is especially so in supply, where the
group has no less than three of the ex=REC supply companies.  There la a clear comparison  here with
EdF’s supply bucrinsss  - ,the dlifefence  being that EcJF have access to the cross-channel interconnector,
while RWE would find this difficult given the continuing closed nature of the electtlclty  business In France.
This could easily result In the two campantes  campetlng on en uneven footing, with RWE forced to
balance Its generatlon  and supply portfolios through Efexon, while EdF brings in its requirements from
France. The same observation would also apply to the takeover  of Powsrgan  by E.On,

AlI  swpjiers  now have to comply with the renewable supply obllgatlonS  I would welcome advice as to how
this is to be controlled, wtthln the Ilmtts  of GE3  and EU  legislation, SO that all suppliers have equal  (of,
alternatively, nit)  aqctfs~ Lb Europe~ m4ltliarrd renewable generation, and squat  (or,  again,  nil)  ACCESS  to
the cross-channel interconnector in order to bring it to the British markat  tn fuifll its  suPplY  obllgatlons.

Supply of electricity in Gl3  is now efFectively down to just IO maln suppilers,  which represents a significant
diminution in the numbers sxistlng fust a few years ago. What controls are there to prevent 8 merger
between, say, two German campanlss  (ia,  within the lsgislatlan of a singls s&e)  whtch would then bring
about a furiher  reduction In the choice available to GE customers? It need not even be a full merger to
have thls effect.

WIthin European  energy  markets, the pasitiQn  of France tern&s  anomalous, while British companies
sesm raPIdlY  to be betng taken over by companles  from outside these shores.  There is VIIQ  llttle  ~VI~ENICEI

of British d@ctriGity  cpmpanias  making suscsssful  ~cr+.Mtlons  In the European market. Thjs dnve6 one to
questfbn whether  the v4rlous  markets are in fact equally open. If they are, all well  and good; iF they are
not, then we should not consent  to the sale of more of our  Industry until such time as all EU markets are
equally open to competltlon,  scqulsltlon, merger, etc.

Chris Thomas
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