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1. Capacity allocation and optimization problem between EE and LV
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Transfer capacity netting mechanism, utilized by
Nord Pool Spot increases the usage of cross
border capacity and reduces the auctioneer’s Fapities
incentive to withhold capacity from the auction. * 1-Way capacity
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Cross border transfer capacity between

Estonian / Latvian electricity transmission
systems is determined by exercising two
separate capacity allocation auctions - one in
each direction (i.e. EE-LV and LV-EE).
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Ge problem of scarce cross border capacity between Estonh

. and Latvia is aggravated by the fact that only 80% of net

Bilateral transfer capacity (NTC) is allocated for trades which participate
at the Nord Pool Spot (NPS).

Other 20% of net transfer capacity (NTC) are reserved for
bilateral trades. Since capacity on explicit auctions has to be
bought not later than two days before actual transmission of

electricity takes place, this system creates additional

K administrative challenges for traders. j




2. Results of EE-LV cross border capacity allocation on 29-06-2011
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Usually only fraction of net transfer
capacity (NTC) between EE and LV is
available for traders who are willing to buy
electricity at Estonian price area of NPS
and import it to Latvia / Lithuania.
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Weekly explicit auction calendar

2011 26 21.06.2011 130 140

Weekly explicit auction results

20% of net transfer capacity (NTC) was
successfully auctioned via explicit auction;
however, it is not clear whether all this capacity
was actually used.

Cross-border capacity could be
utilized more effectively if:

1) Transfer capacities between EE

Since physical flows are always less 2) All 100% of NTC is allocated via
than net transfer capacity (NTC), the

capacity allocation is inefficient and

should be optimized.

and LV are netted.

implicit auction.




3. Price transparency problem at Estonian price area of NPS

Price settlement in NPS Estonia area

The price of electricity at Estonian price area of Nord
Pool Spot for each hour is determined by the
intersection of the aggregate supply and demand
curves at Estonian bidding area.

Estonia bidding area is used by Estonian market participants for
making both purchase and selling bids.

Price settlement in NPS import and export areas

Usually the equilibrium price in ELE, ELI and ERI bidding
areas differs from the Estonian area price, but
according to the rule all power traded in the export and
import areas is settled to a single price of NPS Estonia.
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Russia import (ERI) bidding area is for
market participants who import
electricity to the NPS Estonia price
area from Russia.
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Market participants from LV and LT:

= Make purchase bids for NPS
Estonia price area in Latvia
export (ELE) bidding area.

= Make selling bids for NPS Estonia
price area in Latvia import (ELI)
bidding area.

NPS
= Estonian
area price




4. Results of trading at Estonian price area of NPS on 29-06-2011

The purchase bid in ELE (Export to
Latvia) bidding area was set at
59.00 EUR/MWh, whereas MAX
price at Estonian price area was
settled only at 53.19 EUR/MWh.

Bid: 1761 ELE 1420 2011062822
Area: ELE
Status: Results published

Trading results report
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5. Possible suggestions for solving mentioned problems

a) The prices and amounts of

trade in ELE (Export to Latvia),

ELI (Import from Latvia) and ERI ?
. . . 2-Way
(Import from Russia) bidding capacities
:\r/zilzgreuld be made publically ‘ e i
: S
— =S
b) Cross border transfer capacities ,_V!,a *
. . ay T-Way -
between Estonia and Latvia capacities capacities
could be netted (i.e. 2-way 4 [ OSHbids

capacities could be enabled).

c) Explicit capacity auctioning
could be renounced and all net
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transfer capacity (NTC) could be
L. L. . OnIY purchase Only sales
allocated via implicit auction.




