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(1) A European grid

Consumers need a single European grid for a real European electricity and gas market to
develop. This can be done by ensuring commeon rules and standards on issues that affect
cross-border trade. Progress is being made on these 1ssues. but it is too slow.

A European grid code could encourage harmonised. or at least equivalent. grid access
conditions. This would take the form of common rules on regulatory issues that affect cross-
border trade. Experts are taking a first step forward on a regional basis. in particular energy
regulators through the Council of European Energy Regulators and the European Regulators
Group. But further and quicker progress is necessary before all business and private
consumers will be able to purchase their electricity and gas from suppliers in other Member
States. To this end, the Commission will examine (1) what needs to be done to address the
differences between existing equivalent powers and independence for national regulators and
(11) whether existing forms of collaboration between national regulators and national grid
operators are adequate. or whether a closer level of collaboration is needed — with for example
a European energy regulator to look at cross-border issues. Such a regulator could have
decision-making powers for common rules and approaches such as a European grid code and
would work together with the network operators. A European Centre for Energy Networks
could also bring the network operators together in a formal body to assist work on developing
a European Grid Code.

Green paper COM (2006) 105




Market rules / codes / framework

I Framework & rules ,,PLANE”

Technical (operationa) rules / codes / framework
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Meeting ETSO/UCTE/ERGEG/EC on 5.9.2006
Courtesy Tahir Kapetanovic



the meantime it has become clear that there is a need to address a number of issues on which
the Regulation does not foresee detailed guidelines. The following tentative list contains the
ongoing issues relating to cross border trade. only some of which are fully covered by the
Regulation. However, most of them are already addressed by various ERGEG inifiatives:

(1) Security and reliability rules: mles between the TSOs to ensure safe operation of the
grid. A mandate for the adoption of guidelines by the Commission is already contained
in Article 8 of Regulation 1228/2003.

(2) Connection rules: governing the relation between the TSOs and the customers
(generators, distribution system operators and big end-customers).

(3) Rules for trading electricity: harmonisation of frading arrangements, timetables and
products, including intra-day trade.

(4) Transparency rules: detailed rules on data exchange and publication between market
participants. Transparency rules are already addressed in the amended congestion
management guidelines.

(5) Balancing and reserve power rules: aiming at further integration of the balancing and
reserve power markets. Cross-border balancing is already addressed in the amended
congestion management guidelines.

(6) Data exchange and settlement rules: aiming at integration of the retail market through
sufficiently harmonised data exchange and settlement ules.

(7) Investment incentive rules including locational signals: providing a European
framework for efficient investment signals for both generation and network

investments. Communication COM (2007) 250

—— - i - . - « e o4 . aa . - - - P - .



European Technical and Market Codes

(Presentation in the European Council working group in 2008)

TSO IENTSO NRA AGENCY COM OTH.STAKEH.
Monitor (Annual Work ‘Consulted ] Invites ENTSO to
Propose Programme R (el) 2d (2) prepare codes.
R (el) 2c (2)
- . + [Consulted R (el) 2e (1)
R (el) 2e (1)
Decide fConsuItation on ) (C lted
-1¢ codes onsulte ]
Opinion R (el) 2f (1) R (el) 2f (1)
Consult

Drafts codes
\R (el) 2c (1) (3)

R (el) 2d (2)

\

(. 2 . )
Receives opinion

v

rAdopt codes
R (el) 2c (1) (3)

Monitors impl. of
Codes
R (el) 2c (4)

/Opinion if drafted\
measures do not
ensure non disc.,
comp. and eff.
func. market or
are not agreed or
implemented in

- time
Monitors R (el) 2e (2)
activities of
ENTSO
R (el) 2d (1) \_ )
/Ivlonitors
activities of
theTSO and

other relevant

parties

\D (el) 22c (1a)

COM decision on

Comitology

[t ] |

R (el) 2e (3)




ENTSO Commission Agency

ENTSO Work
Programme Agency
‘ PR | Preparation of

framework 6 m (extensible)
guidelines

¢

Framework
l guidelines

Preparation of \/I/\
12 m network codes i N
Draft code N1 @ Opinion 3 m

Comitology - ~ 12 m

¢

’

Legally binding
codes

|

Florence forum December 10-11th 2009 | 8



1. network security and reliability rules including rules for
technical transmission reserve capacity for operational
network security;

grid connection rules;

third party access rules;

data exchange and settlement rules;

Interoperability rules;

operational procedures in an emergency;

capacity allocation and congestion management rules;

rules for trading related to technical and operational provision
of network access services and system balancing;
transparency rules;

balancing rules including network related reserve power rules;
rules regarding harmonised transmission tariff structures
in(I:Iuding locational signals and inter-TSO compensation
rules;

12. energy efficiency regarding electricity networks
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Inter TSO compensation mechanism
Tariff harmonisation rules
Congestion management rules
Safety and operational rules
Provision of information rules
Trading of electricity rules
Investment incentive rules
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... and all items on the Article 8 list

Guidelines and codes workshop 16 November 2010
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Setup of the day-ahead market coupling governance structure

20.5.2010/MS
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Electricity network codes and guidelines
adoption timetable 2015
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Electricity network codes and guidelines
adoption timetable 2016
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Day-ahead market coupling
status in November 2016

REGIONAL DAY AHEAD IMPLICIT AUCTIONS

Northern Ireland

North West Price coupling

Europe (NWE)

Poland Poland price coupled within
NWE through SwePol-link

Ireland and All Island market, single price

Zzone

Czech — Slovak —
Hungary-Romania

Price coupling

Source: APX, updated by Matti Supponen







Legislative process




Future market design legislative proposals?

- Enhanced and more integrated intraday and balancing
markets with deployment of short term price signals
and demand response.

- Renewable support and operation more market based,
with interaction between national schemes.

e Sorting out roles in distribution, supply and services,
Imposing collection and access to data, discussion on
tariffs.

e Capacity remuneration mechanism guidance with
regional adequacy analysis, adequacy standard and
cross border participation.

e TSOs to cooperate more, oversight by ACER.

e More: power exchanges' governance, retail stuff,
Interconnectors, price zones, : and




Conclusions

European network codes are here to stay.
First batch of network codes is nearly ready.

It is early days to judge how efficiently they are driving
the European integration, ...

... but without network codes market integration might
be very difficult.

A new set of network codes will probably be born with
the Winter package, including some difficult but
Important items such as tariff structures.




Thank you for your

Attention!
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