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Agenda for the workshop

SEE Wholesale market opening workshop
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1230 ï1300 Coffee and registration

1300 ï1330 Setting the stage ïpresentations, highlights from the Study, motivation for this workshop

1330 ï1630 ECRB questions/open issues (all points with a short introduction from the Consultant ïthen discussions)

ï Choice of market model for RMD

ï Targets for the SEE WMO implementation

ï References to successful implementations + reference reports

ï Detailed planning of the RMD Implementation

ï Integration with BETSEE/Balancing mechanism

ï Improvement of bilateral trading and possible introduction of financial trading

ï Contractual framework ïhow to adjust current PPAs and Full Supply Contracts

ï Integration of CAO and RMD

ï Regional institutions

ï Action plans (revisit the ECRB/PHLG presentation) and Ministerial feedback

14:30ï1500 Coffee break

1630 ï1645 Introduction to possible market setups ïImplicit auctions and bidding principles

1645 ï1745 Possible solutions for a market setup

ï Centralized solution

ï Decentralized solution

ï Various options for a decentralized solution

1745 ï1800 Wrap up, follow-up and conclusions

Agenda 

EWG comments regarding the WB WMO final report - TF3 final.doc
EWG comments regarding the WB WMO final report - TF3 final.doc
EWG comments regarding the WB WMO final report - TF3 final.doc
EWG comments regarding the WB WMO final report - TF3 final.doc
EWG comments regarding the WB WMO final report - TF3 final.doc
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Overview of the proposed market design

Highlights from the Study

SEE Wholesale market opening workshop
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Wholesale Market Opening in the region requires a regional solution

Regional solution is based on a de-centralized regional market design

ï Implementation with national control and regional cooperation

Each national market developed in parallel with the regional market

ï No separate national competitive wholesale markets

ï No break-up of national incumbents (required by the market design)

Align development of SEE markets with mainstream European trends

Use of implicit auctions in close cooperation with the CAO

Competition between OTC/Exchange/Bilateral

ï Improve bilateral trading practices ïstandardization of contracts - transparency

SEE Wholesale Market Opening

Main recommendations by the Consultant



COPYRIGHT@PÖYRY 7

7

Wholesale Market Opening in the region requires a regional solution
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SEE Wholesale Market Opening

Main recommendations by the Consultant
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ÅCompetition in generation

ïSufficient degree of competition needed to avoid market power

ïWith national markets each market need competition in generation

ïCurrently each market is dominated by one dominant generator, with the exception of Bosnia 

and Herzegovina with 3 dominant generators

ïDifficult to establish competition in all areas in the SEE

Energy generation in SEE (TWh 2008)
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SEE Wholesale Market Opening

National markets too small
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SEE Wholesale Market Opening

Main recommendations by the Consultant
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Reference to Vattenfallôs annual report 2008

SEE Wholesale Market Opening

National champions can survive (and grow)
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SEE Wholesale Market Opening

The future European Power Market ?
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SEE Wholesale Market Opening

ENTSO-E/EuroPEX Target Model
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SEE Wholesale Market Opening

Ref EuroPEX
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SEE Wholesale Market Opening

CAO integration
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SEE Wholesale Market Opening

In a mature market - DAM is the basis for all trading
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Stepwise implementation ïinitial proposal

21

18 April 2011

South East Europe Wholesale Market Opening
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First step candidates based on Gap analysis*

22

18 April 2011

South East Europe Wholesale Market Opening

*Serbia, Bulgaria and Romania the only countries with no red lights
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16 March 2011

South East Europe Wholesale Market Opening 23

ECRB questions/open issues

Presentation and discussions

SEE Wholesale market opening workshop
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Therefore, although the Consultant supports in detail his specific proposal, it is not clear

to ECRB EWG how the Consultant concluded to it, apart from relying on his experience.

Moreover, no empirical evidence has been provided from other regional markets with

similar characteristics to support the proposal and why it should not be considered just

as one more market design experiment.

ïECRB EWG does not feel that sufficient analysis and evidence have been provided in the draft

Final Report, so that it can reach an immediate decision to support and then implement the

proposal of the Consultant for the SEE WMO.

SEE Wholesale Market Opening

General comments
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SEE Wholesale Market Opening

General comments on level of details
The comments that were made by ECRB EWG wanted to emphasize that although the RMD proposal

seems as a reasonable and acceptable solution, there are a number of issues have not been

adequately discussed:

ï ECRB EWG believes that such policy measures, focused more in the details, that would fine-tune RMD are

either missing or not emphasized enough (apart from the phasing out of full supply contracts and the trading of

losses). Agree, but this project does have support/budget for a detailed design

ï It is strongly believed that more measures should be proposed in the transitional period in order to have a

successful and on time transition to RMD. Agree, but this project does have support/budget for a detailed

design

ï The issue of dominance has not been sufficiently addressed. Although the implementation of the RMD is

expected to reduce the market power of the incumbents, more measures, probably of asymmetric nature,

should be considered, at least until markets are sufficiently integrated and sufficient interconnector capacities

are available and utilized in an efficient way. Agree, but this project does have support/budget for a detailed

design
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ECRB questions/open issues

Choice of market model

SEE Wholesale market opening workshop
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SEE Wholesale Market Opening

Comments to why the proposed design have been chosen
The comments that were made by ECRB EWG wanted to emphasize that although the RMD proposal

seems as a reasonable and acceptable solution, there are a number of issues have not been

adequately discussed:

ï No analysis has been provided on why the proposed RMD is superior to all other available solutions, apart

from the strong belief of the Consultant in his proposal.

ï The scope of this effort should not be just to create a market, but to create a market that is expected to achieve

specific targets. Thus the proposed RMD should be the design best suited for this purpose.

ï It is widely known that ñthedevil is in the detailsò. Although the Consultant emphasizes the need for ñliquidò,

ñreliableòand ñcarefullydesignedòDAM and RDAM, it is not clear how this will be achieved. For example is the

trading of losses and implicit auctioning in the RDAM enough for a liquid and reliable RDAM? In order to further

support his arguments and proposals, the Consultant can either provide related examples of successful or not

so successful attempts, or a more detailed analysis.
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Based on the European target model *

Supported by several initiatives in Europe

ï PCR (Price Coupling of Regions) is planned to go live in two stages during 2013

ï PX lead initiative ïwell ahead ïstarted in 2010

ï NWE (North-West Europe) is a TSO lead initiative ïalmost the same, butnot the same

geographical area (inclusion of GB/Ireland)

ï Most likely to be combined into one implementation project

*Ref ñEuropex/ETSO January 2009: Development and Implementation of a coordinated Model for Regional and Inter Regional

Congestion Managementò

SEE Wholesale Market Opening

Choice of market model
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ÅMoU between EXAA, PXE and TGE

Presented at the CEEPEX workshop 12-04-2010

SEE Wholesale Market Opening

Two initiatives
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SEE Wholesale Market Opening

PCR ïcurrent development fully inline with SEE RDAM
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SEE Wholesale Market Opening

PCR ïa very promising development fully inline with RDAM
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SEE Wholesale Market Opening

PCR ïa very promising development fully inline with RDAM
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SEE Wholesale Market Opening

Choice of market model for the Regional Marked Design
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SEE Wholesale Market Opening

Choice of market model for the Regional Marked Design
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SEE Wholesale Market Opening

Choice of market model for the Regional Marked Design
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South East Europe Wholesale Market Opening 36

ECRB questions/open issues

Project goals and targets ïhow are they met?

SEE Wholesale market opening workshop
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The main objective of this Project is to

(1) recommend a regional market design

(2) develop an action plan (including specific transition steps as well as

long term measures) and

(3) support ECRB and SETSO and the national regulators and TSOs in

its implementation, for progressive wholesale market opening and

development of day-ahead and balancing markets and to help the

countries move forward from the current reliance on bilateral

contracts between national utilities facilitated by a few traders.

SEE Wholesale Market Opening

Main objective for the SEE WMO Implementation (from TOR)



COPYRIGHT@PÖYRY 38

38

SEE Wholesale Market Opening

Conceptual market design

SEE Regional Power Market
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What is the project goals and how is the proposed RDAM addressing

them? These are from the objectives of the project:

ï By signing and ratifying the Treaty the participating countries committed themselves to

developing a regional energy (power and gas) market in South East Europe.

ï Today, minimum content of market rules, and their harmonization across the region,

necessary to facilitate market opening have not yet been developed and enacted in all

SEE countries.

ï since most of national SEE markets are dominated by the state-owned dominant

generation company, competition will continue to only come from cross-border trade which

itself will continue to be hampered as long rules for regional cross-border congestion

management and transmission compensation mechanism have not been implemented.

ï a major obstacle for effective market opening is the regulated electricity prices in SEE

countries that remain below the full cost recovery requirements of the supplying utilities

and which do not provide an incentive for consumers to switch to suppliers other than their

regulated utilities

ï Despite this rising opportunity for non-household consumers to participate in market

opening by exploring the potential for electricity supply by third parties, risks to the

reliability and costs of such supply exist combined with inadequate regulatory and market

rules and traditional utilities resistance for market opening limit third party supply option for

these consumers.

SEE Wholesale Market Opening

Targets for the SEE WMO Implementation (from TOR)
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ï Risks to third party supply include, among others, availability, reliability, rules of allocation

of transmission capacity for their electricity purchases and financial creditworthiness of

national and regional electricity non-utility suppliers and traders as well as risks imposed

on consumers if their selected suppliers fail -> supplier of last resort.

ï Such risks along with regulatory, market access, technology (especially metering), market

balancing and electricity trading and power exchanges barriers to market liberalization,

need to be addressed.

ï The study should aim also to find a solution for the integration of dominant national players

into the SEE regional wholesale market, paying respect to the obligation for unbundling in

line with the EU Directives.

ï Harmonized mitigation measures need to be developed

ï in order to increase national competition, it seems that the least cost option for sustainable

development of the competition in SEE is creation of the SEE regional electricity market.

ï This is also in line with the approach endorsed in the EU with the regional initiatives

ï According to regulators opinion it is necessary to follow a step-by-step approach when

introducing Wholesale Market Opening in the SEE region. Regional Market Design is

strongly related to these elements and it is necessary to apply a ñmosaicòpieces concept,

whereby the regional market design is adjusted gradually (starting from the simplest form-

bilateral contracts), based on the participantsôconsensus on the desired level of

integration.

SEE Wholesale Market Opening

Targets for the SEE WMO Implementation (from TOR) (2)
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ECRB questions/open issues

Reference implementations ïother regional successes

SEE Wholesale market opening workshop



COPYRIGHT@PÖYRY 42

42

5: The opinion of ECRB EWG still holds, although the position of the Consultant is

understood and respected.

ï It would be appreciated if the Consultant could at least provide more references on regional

markets (reports, papers, etc).

SEE Wholesale Market Opening

Comments to chapter 5-6
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The Energy Act of 1991

Main Objectives:

Å Higher utilization of the total hydro power resources

Å Better balancing power supply capacity and power demand

Å Increased efficiency

Å Reduced regional price differences for end users

Å Balance the number of companies involved in the power business

Å Support Regional market coupling

Norway - Introduction of a Competitive Power Market

The Power Pool (1971)

Å Centralized system operation (by Samkjøringen) ïISO

Å Centralized market place (for selected utilities) ïPower Pool

Å Centralized congestion management (by Samkjøringen) ïISO

Å Third party access to grid (organized by Samkjøringen) ïISO
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1964: Trading organization for power producers is 

established
- Krångedegruppens Sammkörnings AB (KGS)

- Incumbent, Vattenfall, is excluded in this trading

1980: Computerized trading is introduced 

1992 Swedish TSO, Svenska Kraftnät, is established by 

separation of transmission grid from Vattenfall

1996 New Swedish Energy Act

Sweden join Nord Pool trading

Sweden ïa similar story
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Nordic as First Mover

Establishment of a Regional Market
1991 2001

Jan   1991: Norwegian energy act requiring open access to all customers 

May 1992: Norwegian spot-market opened to all participants, tariff system reform

June 1995: Finnish Energy act

Jan   1996: Swedish energy act, border tariffs between Norway and Sweden abolished

June 1998: The common market includes Finland

July 1999:  The common market includes Jutland/Denmark. 

Oct   2000:  The common Nord Pool Market includes Zealand/Denmark East

Main incentives to form:

Å One common free power market

Å Approved market concentration

Å Regional optimisation of use of power resources
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Nordic as First Mover

Establishment of Regional Market

1991 2001
Stepwise 10-year process of development:

Å The national markets were opened for
competition

Å To a large extent similar legislation and
regulatory framework

Å Nordic TSOs cooperate through an
ñInter-Nordic System Operation Agreementò

Å Common transmission tariff structure

Å Transmission border tariffs stepwise removed

Å Import/export only through the Day-Ahead Market

Å Bilaterale contracts as inter area trade

Å Separate national procedures for system services
and balancing mechanism, but a common order book for tertiary reserves 

Future expansion:

Å Harmonized Nordic retail market 
Å Common balance settlement 
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The Nordic Power Market

Nord Poolôs 

Market Share
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Status 2011:
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CWE story 

CWE is based on the energy markets of Netherlands, Belgium, France, Germany and

Switzerland

Around the millenium, there were several energy markets:

ïLPX and EEX (Germany) -> joined together as EEX in 2003

ïThen added Austria included in the German calculation

ïA separate operation of Switzerland (as an island) was added

ïAPX operated the Dutch market

ïBELPEX was created for the Belgium market

ïPowernext covered the French power market

In 2006, Powernext, BelPX and APX created TLC (Trilateral Market Coupling)

ïSeparate organisations, systems but a common implicit auction

In 2008-9, EPEX Spot was created as a joint venture of Powernext and EEX

At the same time the CWE project for joining this regionôspower markets was launced.

51

18 April 2011

South East Europe Wholesale Market Opening
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Market Coupling  - CWE / Nordic ITVC
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South East Europe Wholesale Market Opening

SEE Wholesale Market Opening

CWE Success-story


