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Delivering a single, decarbonised, European
electricity market

e Three concurrent activities

« market integration by 2014 within a framework of legally binding
Network Codes

« action by MS to deliver national decarbonisation (based on self-
sufficiency)

« decarbonisation initiatives on a European scale

« Decarbonisation needs market integration, but more co-
ordination required if conflicts are to be avoided




Market integration assumes an “energy only”
market design

— Price

[ Fixed Costs
Supply curve structure (illustrative) [ variable Costs
Current context Low carbon context
£/MWh Bemand £/MWh Demand
""" 1 Capacity E
Py Payment |
- "
i i | MNeed fo
3 [ H highe:
H capaci
i payments
@
RES Muclear Coal CCGT FMWHh RES NMuclear coal+ ccot  MWh

CCE

According to DECC, the UK's power secfor will evolve from a variable/fixed cost split of
70%/30% in 2010 to 20%/80% in 2030.

* in a low carbon power sector, majority of costs to be recovered will

be fixed rather than variable

*Markets where wholesale prices are set by marginal cost are not ideal,
margins will deteriorate and price volatility will increase




Decarbonisation will require capacity support;
various schemes being implemented/discussed
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Auction of capacity

Greece
Capacity obligation and
market introduced in 2005

ltaly
Capacity payment
introduced in 2004




Market coupling

* Two interconnected markets, ATC non congested
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Energy prices need to be consistent to avoid cross border trade distortions
Support mechanisms have potential to distort energy prices

Support mechanisms need to be harmonised as far as practical and/or market
coupling approach modified
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Process for developing network codes
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Market integration work programme

European Network Codes: topics
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EC/ACER/ENSO-E 3 year work plan
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Implications for GB? EMR

Carbon price support Long term contracts for low carbon generation
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Implications for GB?

Market design, introduction of zonal pricing?

* bidding areas based on pricing/congestion/topology, not
necessarily national boundaries

Project TransmiT, need to move to something nearer

postage stamp charging?

 locational signals via market coupling

* harmonise with European practice

Many other possible impacts

Wil N1

* balancing arrangements, connection requirements,
data exchange etc




