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Energy Community
- Basic information -



E) Treaty establlshlng the

The European
Community

THE ENERGY POLICY IN EUROPE

Generally, approach towards common
principles (security of supply,
competition, environment);

SEE: mostly bilateral relations;

Necessity for a common framework:
THE TREATY ESTABLISHING THE
ENERGY COMMUNITY

Signed on 25 October 2005
Came into force in July 2006

www.ERRAnet.org

The Republic of Albania

The Republic of Bulgaria (EU MS
since 2007)

Bosnia and Herzegovina

The Republic of Croatia

The Former Yugoslav Republic of
Macedonia

The Republic of Montenegro
Moldova

Romania (EU MS since 2007)
The Republic of Serbia

Ukraine

The United Nations Interim
Administration Mission in Kosovo
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Energy Community
= Regqulatory Board (ECRB
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v

v

shall discharge the tasks entrusted to it by Article 58 of the
Energy Community Treaty — 15t ECRB meeting held in
December 2006

at the request of the European Commission, or on its own
initiative and in accordance with the objectives of the Energy
Community Treaty, shall undertake the function of advising
on statutory, technical and regulatory rules in the region to the
Energy Community Treaty Institutions

shall provide advice to the Ministerial Council and the PHLG
with regard to monitoring and assessing the operation of
the energy networks and network energy market and issue
recommendations to the Parties when so entrusted by the
Treaty or the Ministerial Council.

shall facilitate consultation, co-operation and co-ordination
amongst regulatory authorities to a consistent application of
the Acquis Communautaire. The ECRB makes
recommendations and reports with respect to the functioning
of the energy markets.

v" may determine the existence of a serious and persistent

breach and bring it to the attention of the Ministerial Council.



E Who are the Members of
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« ECRB consists of representatives from Regulatory Authorities
from Contracting Parties, Participants and Observers to the
Energy Community Treaty

« ECRB Members comprises high level representatives from ten
energy regulatory authorities of the Signatory Parties:

» Energy Regulatory Authority of Albania (ERE)

» State Electricity Regulatory Commission of Bosnia and
Herzegovina (SERC)

» Croatian Energy Regulatory Agency (HERA)

» Energy Regulatory Commission of the FY Republic of
Macedonia (ERC)

» Energy Regulatory Agency of Montenegro (REGAGEN)

» ANRE - Moldova

» Energy Regulatory Agency of the Republic of Serbia (AERS)
» NERC - Ukraine

» Energy Regulatory Office (ERO) of the United Nations Interim
Administration Mission in Kosovo (UNMIK), and

» a representative of the European Commission

wiww. ERKAnet.org



Who are the Participants of the ECRB
and what distinguishes them from the  www.ERRAnetl.org
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* ECRB is also attended by thirteen energy regulatory authorities
of the so called Participants. These are currently:

E-Control (Austria) HEO (Hungary)

SEWRC (Bulgar AEEG (ltaly)
(Bulgaria) ANRE and ANRGN (Romania)

ERU (Czech Republic) ronN| (Slovakia)

CERA (Cyprus) AGEN-RS (Slovenia)
CRE (France) OFGEM (UK)
BNetzA (Germany)

RAE (Greece)

* Participants have the right to participate in the discussions,
however have no voting rights



E) Who are the Observers to
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ECRB allows Observers to its meetings, currently
attributed to the following energy regulatory authorities:

»GNERC (Georgia)
»NVE (Norway)
»EMRA (Turkey)

« Observers do generally not take part in the discussions

www.ERRAnet.org
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Congestion Management in
SEE region



e The 8t Congestion
e Management Region - SEE
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 The most pressing issue was the pending BV e
definition of a Congestion Management area .7 ©
in the South East European region - S L
Prerequisite for SEE CAO establishment was| = __ .4
creation of the 8" Region and definition of - N
consisting countries

* The need of a definition for South East Europe
region became evident during the Action Plan
drafting process for the CAO as Regulation
1228/2003 and its Congestion Management
Guidelines consists no definition for SEE region

« At the same time, the definition is essential for
the SEE CAO project as it predefines the
future participants of the CAO

« The so called 8" Congestion Management
Region was established according to the
approach used within the EU (ERGEG
Electricity Regional Initiatives) by the
agreement/decision reached at the Ministerial
Council in June 2008




E A Project Overview : The 8t"
REGIONAL ASSOCIATION Re io n
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As a result a common Coordinated
Congestion Management method,
including capacity allocation, is to apply
for the following territories:

» the nine Energy Community Treaty
Contracting Parties

» the neighboring countries Bulgaria,
Greece, Hungary, Romania and
Slovenia

» ltaly with regard to the
interconnections between ltaly and

the Contracting Parties to the EnC SEE

Treaty (DC undersea cables) 13 contracting parties
» Austria, as an important supporter 24 borders

of the SEE Coordinated Auction o 43 mation

Office project got an observer
status



E) Congestion Management in
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capacity split — market based
capacity allocoation method

-
common, market based capacity £~ capacity split — one non market lﬁied |

allocation &7 capacity allocoation method

S
©



Congestion Management in SEE:
Compliance with Regulation 1228/03  www.ERRAnel.oig
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* SEE national transmission systems are faced with a complex
international electricity market, transits and a growing number
of market participants

* Thus Cross-Border congestions occur and create a barrier
for international electricity trade within SEE (North — South)

* Therefore it was necessary to implement proper rules for
Market-based Congestion Management

* The Basic principles for Cross-Border Congestion
Management are described in the Regulation (EC) 1228/2003

and CMG

* Regulation 1228/2003 is applicable in the SEE Region through
the Energy Community Treaty

« SEE Region is working on Flow-base explicit coordinated
auction scheme since 2004 (dry-run) involving TSOs,
regulators and traders



(3 SEE Coordinated Auction
b Office
—
« CEE and SEE TSOs decided to implement Explicit Flow-
based CA mechanism in SEE Region ... vs. CWE, SWE and
Nordic Region where Implicit NTC based mechanism is
implemented (Market Coupling, Market Splitting)

« Coordinated Auctions and CAO are in compliance with
Regulation 1228/03 and CMG provisions

« Majority of EnC contracting parties support the
establishment of a Cooridinated Auction Office in the SEE
region

« Steering Committee for creation the Project Team for CAO
establishment - underway

 MC supported Montenegro as location for SEE CAO

wiww. ERKAnet.org



E) SEE Coordinated Auction
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« NTC based approach for SEE CAO as the first step
« ECS studies related to SEE CAO (technical and legal study)

* Project Team will produce CAO relevant documents:
Business Plan, Auction Rules, NTC vs. Maximum Flow
approach, etc.

 SEE Regulators will have to approve CAO related rules and
perform CA and SEE CAO Monitoring

« ECRB is working on CAO Monitoring — proposal for
Arnminrmiral AF QI MAN vAlatAA AlAaAiiimaAamta AnmA QCE MNAAN
dpplilvdl Ul oL UAU ICIalcU UULUITICT IS dllu OLLL. UNU
Monitoring (regional vs. national) — as part of USAID MM
Project
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E) Activities on ex-ERGEG ERI
REGIONAL ASSOEIATION re orti Nn / ACER
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« SEE Regulators recognized a need for a detailed overview of
current CB mechanisms in SEE as there is a necessity to work on
improving Cross-Border modalities in SEE

* Necessary to investigate how EnCT signatories are taking
necessary steps in order to meet CMG requirements and analyze
their awareness of the progress they have to make in order to fulfill
them

« SEE Regulators discussed detected deviations from Regulation
1228/03 and CMG, including an explanation/motivation for these
deviations and assessing which of them are within the regulatory
scope and how and by when to overcome them

« ECRB agreed to follow the transparency monitoring approach
applied by ERI

« Transparency Monitoring will be exercised by ECRB-Section

« Upon ex-ERGEG proposal, ECRB welcomed inclusion of the 8th
Region progress report as Annex to ERI/ERGEG reporting, but
keeping content responsibility with ECRB

« ECRB EWG took part in ex-ERGEG ERI TF CB activity; now ACER
ERI



E General Principles for
wes- Gongestion Management
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Regulation (EC) 1228/2003, Article 6:

“...Network congestion problems shall be addressed with non
discriminatory market based solutions which give efficient
economic signals to the market participants and transmission
system operators involved...”

. The maximum capacity of the interconnections and/or the

lﬁhlﬂﬂmlﬂﬂlﬁlﬂ 2 Vo l‘lAlﬁ 7~ ~ AA IIAN raYdaVYele

UarisimrinosSIvVN rictwurns alicUlrly i UDD-UUI UUI IIUVVD Dlldll UU
made available to market participants, complying with safety
standards of secure network operation ...”

No pro-rata allocation of capacity & No long term contracts
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* Preliminary review regarding actual Cross-Border
mechanisms in SEE Region was presented to the 12t
Athens Forum

« The Contracting Parties made significant progress towards
reaching full compliance with the Regulation 1228/03 within
the last year

« Especially Transparency regarding the Allocation of Cross-
Border Capacity was increased within the last year

« Most of the contracting parties introduced a Market-based
Capacity Allocation scheme (50/50 split)

* Most of the contracting parties perform no Common
Auctions (except MAC-GR, HR-HU, AL-GR, SRB-HU), but
few SEE TSOs recently started negotiations (SRB-CRO,
SRB-BUG, ..))
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* Increased Transparency can be noticed in SEE region
« TSOs of the

contracting parties take = e
part in the ENTSO-E N

Vista project which .

foresees publication of A 4 |

Auction results, CB = ‘ 3

flows, available 57

capacities, etc. AN

(according to = A——
Regulation 1228/03
and CMG provisions)

* Furthermore, the EnC contracting parties increased the
number of documents available in English in their web sites

* Market Rules will be published by all EnCT signatory parties
soon (during 2011)

* ENTSO-E Transparency Guidelines
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Market Monitoring in SEE
Region:
USAID MM Project in SEE
MM Dry Run in SEE
MM Guidelines
SEE CAO Monitoring
Other Regional Initiatives

Action ltems
Next Steps



E) SEE Market Monitoring
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................... Overview
—

 What is Market Monitoring?
» Liberalized Markets versus Regulated Markets
» Multilateral versus Bilateral Generation Markets
» Transparency versus Market Monitoring

 SEE Market Monitoring Dry Run project

v" Monitoring Cross-Border Transmission in order to promote
competition in Generation Markets

v Monitoring Multilateral Balancing / Wholesale Markets

wiww. ERRAnet. org
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« Market Monitoring activities are necessary for each national
electricity market in order to provide its well functioning in
line with approved rules and based on non-discrimination
and transparency

* As the regulators are entities which approve Market Rules
and give guidelines for Market Design, they should also
develop Market Monitoring tools in order to check if these
rules and recommendations are fully respected and
implemented

* Usually the TSO or Market Operator is proposing the
market rules or other rules related to organizing or enabling
functioning of electricity markets

« Therefore, regulators have to check if the TSOs have
implemented all agreed rules and if they respect and
conduct their activities in line with them






