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Introduction 
 
The European electric power system, initially interconnected for reliability reasons, then used also 
for commercial purposes through well-defined exchange contracts (mostly long term contracts), is 
nowadays faced with a more complex market: traditionally integrated companies, which handled the 
reins of exchanges, have to make room to new actors, traders or Independent Power Producers, 
willing not only to sell in national market but also to the regional markets, for example through the 
Power Exchanges. 

Boundaries to electricity exchanges are mostly due to transmission capacity limits. Transmission 
congestion occurs when the transmission system cannot be operated securely in light of a requested 
pattern of generation, demand and transmission. As an absolute minimum, procedures must relieve 
congestion before physical or security limits are breached. 

TSOs understand the physical realities of their networks. Market actors (traders, IPPs) understand 
the financial realities of their trades and the underlying physical realities of the associated 
generation and demand.  

Another important issue is the effect of “loop flows” on congested borders: a transaction between 
two areas through a non-congested interface (i.e. there is still some “free” capacity to be allocated 
on this interconnection) may create important loop flows that induce security problems on another 
border somewhere else in Europe. 

The question of the existence of the congestions, and the process of the development of Regional 
Electricity Market in South east Europe raises the question of fair, non-discriminatory, market-
based and efficient procedures for congestion management to be implemented in region. The main 
aspect of congestion management process are the procedures of  transmission capacity allocation, 
which are regularly performed as a planning procedure before the realization of the commercial 
transaction (on year-ahead, month-ahead, week ahead, or day-ahead basis). 

 

One of the objectives of the SETSO TF1 and its subgroup NACMPF2 is to establish the suitable 
mechanisms of transmission capacity allocation in the South-east European (SEE) region, as a part 
of congestion management procedure.  

 A pilot-project on investigation of the Coordinated explicit Flow-based Auction (CA) 
method for transmission capacity allocation was launched, as a possible future solution for 
SEE region. The first phase of the pilot-project (July-August 2004) considered the 
investigation of the technical aspects of the method related to the existence of separate II 
UCTE synchronous zone. The results of this phase were described within [1].  

 Later on, the monthly calculations were continued (second phase of pilot-project, Sept’04 – 
till now), with considering the effects of reconnection of two UCTE synchronous zones. 

 The SETSO activities concerning pilot-project are presented at 5th Athens Forum which 
welcomed these activities and “Forum invites CEER and ETSO to work together with the 
view of putting in place a co-ordinated mechanism, on a dry-run basis, by summer 2005.” 
[reference 2, article 11.] 

                                                 
1 SETSO TF: “South-east European Transmission System Operators” Task Force 
2 NACMPF SG: “Network Access, Congestion Management and Power Flows” Sub Working Group  
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The present document gives: 

 the description and the example of CA method 

 an overview of the already performed, ongoing and future activities related to the 
investigation of the coordinated explicit auction in SEE region, during planned dry-run 
period of implementation 

 vision of real-run of CA 

 prerequisites and open questions 

 overview of currently applied congestion management methods in SEE region (Annexes) 

 

While speaking about dry-run, the main focus is given on the elaboration of monthly auctions (and 
the possibility to introduce the weekly auctions), since yearly auctions could be organized on 
similar basis as monthly auctions. On the other hand, prerequisite for daily auctions is extensive IT 
structure, and therefore daily auctions are not foreseen for the dry-run period. They are left for later 
phases, after gaining the necessary experiences from monthly auctions, and defining all the IT 
requirements. 

 

 

1. Overview 
 
Being on the beginning of the creation of the electricity market, the SEE TSOs expressed their will 
to investigate the possibility to implement some of the latest ETSO proposals for transmission 
capacity allocation, based on better representation on physical behaviour of interconnected electric 
systems than those widely used on most of the European borders till now, such as bilateral ATC 
allocation. Those basic principles are comprised with ETSO paper “Co-ordinated Auctioning” [4], 
and similar ones are also used in other ETSO proposals [5].  

Coordinated explicit Auction method uses the flow-factors (PTDF – Power Transfer Distribution 
Factors) to convert the commercial exchanges into their physical influence on the cross-border 
flows, and Bottleneck, or Border Capacities (BC) as physical limitations for those flows. Knowing 
the present situation in SEE region, the entities used for the definition of the source and sink for the 
commercial exchanges could be present TSOs, where also the network constraints (BCs) should be 
defined on the borders between TSOs. The above concept is expected to have a better performance 
comparing to the usage of non-coordinated or bilateral mechanisms for allocation of the scarce 
transmission capacity, within which the Available Transmission Capacity (ATC)3 is used as a 
constraint for the commercial exchanges. 

Coordinated explicit Auction can later be extended to market coupling (ref. [6]), and its 
implementation comprises a number of relevant steps in the right direction (such as multilateral 
coordination, utilisation of a PTDF load-flow model). 

 

 

 
                                                 
3 ATC is defined as the remaining part of NTC after guaranteeing transmission rights on the longer term allocation rounds 
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2. History 
 

Identification of the congestions 
 
First step of the process of establishment the efficient congestion management procedure in SEE 
region was the identification of cross-border congestions. Through the questionnaire filled by the 
TSOs representatives, as well as through the Day Ahead Congestion Forecast (DACF) procedure, 
which implementation in SEE has been strongly supported by the SETSO, an information about 
critical operational conditions became available.  
 
Picture 1: Main cross-border congestions in SEE 
 

 
 
Regarding the southern Balkan area, one can see that the main congestions are closely correlated: 
Simultaneous imports of Greece, FYR Macedonia and Albania from Bulgaria, Romania and 
sometimes Serbia should not be treated separately at each respective border between TSOs because 
of the strong interdependence. Also, recent experiences show that other borders could be congested, 
where interdependence appear again: for instance, exports of electricity from Romania and Bulgaria 
towards Serbia should not be treated separately at respective borders. 
Later on, the current European Congestion Management methods, as well as those implemented in 
SEE region were investigated (see Annexes). 
 

 



SETSO-SUDEL NACMPF SG:  

Coordinated Auctions in SEE region – Activity report 
 

6/34 
 

Pilot-project on Coordinated Auction in SEE 
 
After the review of European capacity allocation methods, SEE TSOs decided on the investigation 
of ETSO Coordinated Auction through the pilot-project. The Terms of Reference for CA pilot-
project was agreed within NACMPF SG in first half of 2004, and pilot-project was launched in July 
2004. 
Picture 2: CA pilot-project in SEE during summer 2004: Participating TSOs 

 

 
 
At that time the Second UCTE synchronous zone was separated from the main UCTE grid, 
comprising eight TSOs (only ERS-part of BiH was at the Second zone), and consequently these 
TSOs were involved in aforementioned pilot-project. Also, this was an unique opportunity to 
investigate such method on the entire Interconnection, since it is naturally that flow-based method 
would have the best performances if applied to the entire Interconnection. Also Turkish TSO 
TEIAS participated in pilot-project, although not synchronously connected to Second UCTE 
synchronous zone (except radial connections of part of Turkish grid to Bulgarian power system for 
some periods in the past). 
During the pilot-project, mainly technical aspects of Coordinated Auction method have been 
investigated, such as: 

 Network model exchange&merging, 

 Calculation of PTDF matrix, 

 Calculation of Border Capacities, 

 Comparisons between realized and calculated flows etc. 

Also bidding and clearing procedures were initially investigated during the pilot-project. 

 

The first results of pilot-project were described in [1], and they shown that method is fully 
applicable in region from the technical point of view.  
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Later on, the regular monthly calculations were continued till nowadays,  (now with entire BiH 
participated) with initial consideration of the “edge effects” (influence of neighbouring non-
participating electric power systems), which become actual after the reconnection of two UCTE 
synchronous zones (on 10th October 2004). 

The SETSO activities concerning pilot-project are presented at 5th Athens Forum which welcomed 
these activities and invited Regulators and TSOs to work together with the view of putting in place 
a co-ordinated mechanism, on a dry-run basis. 

 

3. Description of Co-ordinated Flow-based Explicit Auctions 
as envisaged in SEE 

 
The Coordinated (explicit) Auction method [4] is the extension of bilateral explicit auction 
mechanism, enhanced with more accurate presentation of the physical behaviour of the 
interconnected system, with considering the existence of the loop flows in highly meshed systems. 
Here the variant of the ETSO method is described, as envisaged to be implemented in SEE region.  
Main idea is the simple presentation of the meshed network effects through the flow-factors (power 
transfer distribution factors - PTDF), where each exchange scenario is coupled with the set of 
PTDFs that show the distribution of the physical active power flows in the interconnected network. 
The main quality of the Coordinated flow-based Auction, compared with NTC-based auctions is 
that no longer the commercial transactions are limited at the borders where they are reported, but 
those commercial transactions are converted into the physical power flows at the borders by using 
PTD factors. The influences of all transaction are summarized on each border, and breaching of the 
allowable flow is observed. If the sum of the influences of all transactions is higher than allowable 
physical limit (Border Capacity) at some border, the transaction with lowest offered price per one 
Megawatt of the flow on congested border is the first to be reduced. 
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Auctioning Office: tasks  
 
Auctioning Office (AO) is the entity organized by the TSOs for the administration of the Auction 
process. It should receive and coordinate the technical parameters from the TSOs (PTDF matrix, 
BCs) and the bids from market actors. On the basis of those data it would organize the coordinated 
auction for a given time frame (yearly, monthly, weekly, daily). 
The existence of an centralized Auctioning Office is necessary because of the simultaneous 
allocation of the transmission rights in the area where Coordinated Auction is to be applied, i.e. the 
simultaneous and coordinated allocation of the transmission capacities at all borders. 
It is important to mention that the result of an auction is determined only by the data sent by the 
TSOs and market actors, and that Auctioning Office could not have an impact on the auction result 
in any case. Its work has to be defined according to the strict predefined rules considering the 
questions of data transparency and confidentiality. 
The proposal is to establish the Auctioning Office for explicit auctions in SEE region as an 
independent body, owned by all TSOs involved in the CA process. The place where the Auctioning 
Office has to be accepted by all participating TSOs in the CA process. The Auctioning Office will 
be supplied by all necessary tools and software to perform all the activities related to the CA 
process.  
During the dry-run phase, SETSO NACMPF subgroup will act as the centralised Auctioning Office, 
until the final decision about the organization of the Auctioning Office will be taken. 
 

Procedures of Coordinated Explicit Auctions  
 
The network is divided into zones, separated by borders or interconnections. These zones could 
correspond to the TSOs. 

- The TSOs and Auctioning Office merge the network models sent by the TSOs and verifies 
the model of the  power system pool of the area under investigation. 

- The TSOs and Auctioning Office compute the PTDF matrix which shows the contribution of 
the transactions among the zones to the physical flows at the borders between the zones. 

- For each border between the neighbouring zones, linked by existing physical tie-lies 
(“electrical border”), the technical constraints that limit the physical flow at the respective 
border is calculated. This limit is called the Border Capacity or Bottleneck Capacity (BC), 
and it should be defined for both directions. These BCs should also reflect (where possible) 
the network constraints which limits cross-border trade, located in each neighbouring TSO. 

- This PTDF matrix and the set of BCs should be published and offered to the market 
participants 

 
The set of information to be provided by the TSOs (and AO): 
TSO models for the  period under consideration => 
PTDF matrix 
Border Capacities (BC) 
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- The Auctioning Office organizes the simultaneous (coordinated) auction, where market 
participants send their bids consisting of a quantity and price for the transmission right they 
want to buy, for the desired transaction between source and sink area. 

 
 
The set of information to be provided by the market participants: 
Quantity [MW] 
Destination (source area and sink area) 
Bid [€/MW] for the transmission right 
 
In the clearing process, the selected set of bids is the one that combines the best overall economic 
value for the market, under the physical and security constraints.  
If there are no congestions, no market actor should be charged (=no congestion, no payment). 
If there is a congestion on some border (i.e. influence of all bids at that particular border exceeds the 
offered BC), some of the transactions should be partly or totally rejected. The first transaction(s) to 
be decreased will be the transaction(s) offering minimum price per each MW of flow caused on 
congested border, i.e. transaction with the lowest ratio bid/PTDF (at congested border).  
If there is congestion, some of the transactions will be decreased as described above, and all the 
transactions that “passed” will be charged according to their PTDF for that border and a reference 
price .  
The last accepted bid (partially or totally), gives the “reference4” price, and this “reference” bid will 
pay the reference price. Other accepted transactions will be charged on the basis of the reference 
price, but multiplied with the ratio of (their PTDF at congested border)/(PTDF of last accepted 
transaction at congested border).  
If rights-with-obligations are sold at the auction, that makes possible to consider the netting of the 
counter-flows. In that case, the transactions that relieve the congestion (=their PTDF is “negative” 
at congested border), will be rewarded according to their PTDF at the corresponding border. In case 
of rights-without-obligations, where participant is not obligated to use capacity that is awarded to 
him at the auction, no netting should be considered. 
 

 
 
 
                                                 
4 In ETSO document “Coordinated Auction“ the last accepted bid is called “marginal bid”, and its offered price is called 
“marginal price”  

Clearing: 
IF (there is congestion on border i) THEN: 

Transaction x with lowest ratio Bidx  / PTDFx (i)  will be decreased, until Flow(i)≤BC(i). 
Bidx ≡ Reference Price (i) (RPi) 

All transactions j that have PTDFj (i)>0 will be charged proportionally to their PTDF with: 
RPi• (PTDFj/PTDFx) 

The transactions k with PTDFk (i)<0 will be rewarded proportionally to their PTDF only if 
netting is considered: 

RPi• (PTDFk/PTDFx) 
ELSE: 

No congestion-no payment 
END IF 
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4. Example of possible CA implementation in SEE region 
 
The main aspects of Coordinated explicit flow-based Auction will be presented here, shown through 
the vision of its implementation in SEE region as it is now (reconnected to the main UCTE grid). 
Also some of the conclusions from the CA pilot-project about the procedures for calculating the 
technical parameters will be used here. 
 
Picture 3: Present TSOs in SEE region – participating in CA investigation 
 

 
 
 

Concept of bottlenecks - electrical borders 
 
The term “electrical border” is used for any border between the participating TSOs with at least one 
synchronous connection. 
 
In Picture 3 the electrical borders between participating TSOs are marked with I – XIII. 
 
Coordinated Auction rely on the concept of simplification the electrical transmission network:  
Each area (in this case TSO) with all its internal electrical production/consumption nodes and 
internal electrical circuits is considered as ONE NODE i.e. one Single Price Area, where potential 
internal congestions are generally not observed in Coordinated Auction.  
Also, all the physical electrical connections between two neighbouring areas are considered as ONE 
BOTTLENECK, or Electrical border, no matter if there are one, two or more tie-lines connecting 
these areas in reality. For these Electrical borders the joint physical limitations are defined, called 
Border Capacities (BC). 
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It is also possible to introduce not only the bilateral BC values, but also the combined limits 
(aggregated BCs for more borders at once), which is only possible in coordinated allocation 
procedures, and which can be very helpful in preserving the network security. 
 
Picture 4: Simplified transmission model 
 

 

 
 

PTDF matrix calculation 
 
Power transfer distribution factors (PTDF) are the contributions of some commercial electricity 
exchange between the two areas, to the power flows over each electrical border, expressed in 
percentage.  
For example, let us calculate the PTDFs for the transaction between TEL (Romania) and HTSO 
(Greece). 
It is the responsibility of the TSOs together with an Auctioning Office to prepare a harmonized 
network load-flow model of the transmission network in region, for certain regime which 
corresponds to the period of auction (e.g. typical model for month January 2006 for the calculation 
of PTDFs for monthly auction for January 2006). The procedures of model collection  and merging 
into regional model should be performed by the Auctioning Office.  
Common approach for PTDF calculation exercised during the pilot-project is to use DC linear load-
flow solution.  
 
In our example, first the load flows over the tie-lines would be recorded, and then summarized per 
each electrical border. After that, the generation in Romania would be increased for ∆P [MW], 
typically it is 100 MW. Increase is performed in each generation node in Romanian part of the 
model, proportionally to its engagement in base case model. At similar way the generation in 
Greece is decreased, for the same ∆P [MW]. If 100 MW is chosen for ∆P, then we just simulated an 
additional power exchange between Romania and Greece, in amount of 100 MW. Now we observe 
the resultant power flows at all borders and compare it to the base case flows: the difference in 
flows after and before this additional power exchange gives the value of PTDFs. If we use the 100 
MW increase/decrease, we automatically get the values of PTDFs in percentage. (In case that we 
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used e.g. increase/decrease of 1 MW, the differences in power flows on borders should first be 
multiplied with 100  in order to get the PTD Factors in %.) 
It is obvious that the sum of all PTDFs at Romanian border is equal to 100%, and the sum of PTDFs 
at Greek border is equal to -100%. Sum of PTDFs on the borders of any other area is zero. 
 
Picture 5: Calculation of PTD factors for the transaction between Romania and Greece 
 

 
 
 
 
In simple words, by this calculation we get the information that 50% of certain electricity exchange 
which source is in Romania and sink is in Greece would flow over TEL-NEK border, 35% over 
TEL-EPS border, 14% over NEK-EPS border etc. 
At the picture also PTDFs over the interface-borders towards the rest of UCTE which does not 
participate in Coordinated Auction are shown, but they probably would not be relevant for some 
future CA mechanism, sine at these borders different allocation mechanisms would be applied. 
 
Above calculation of PTDFs should be performed for each pair of zones: if there are nine (9) TSOs 
involved, there are 9*(9-1)=72 rows of PTDF matrix. 
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Calculation of Border Capacities 
 
For each electrical border between the participant TSOs, the technical constraints that limit the 
physical flow at the respective border are computed, for both directions. This limit is called the 
Border Capacity or Bottleneck Capacity (BC). BC values for single border should be harmonized 
between the neighbouring TSOs. 
Since there here is no standard ETSO methodology for calculating BC as for calculating NTC [7], 
few simplified approaches could be used in order to calculate BCs: 
 

a. first one proposed by ETSO, where TTC calculation can be used. The power flow on 
the direct border between TSOs for the reached NTC could be treated as BC. This 
approach is used during the pilot-project, and it is described in Annex 3. 

b. simultaneous increase of the production in each area that export in base case, with 
decrease of the production in areas that imports in base case, keeping the proportion of 
their level of exports/imports. Such decrease should be performed in steps of e.g. 100 
MW, until the security limits are breached, 

c. using the TSO’s operational experiences about allowable physical power flows on the 
borders for which the security limits are satisfied. 

 
The simplified approaches can be used during the dry-run period, while for the later phases more 
detailed methodology is necessary for the assessment of BCs based on above procedures, 
supplemented with the definitions for the reliability margins (similar to TRM for NTC calculation), 
already occupied flows (in possible previous auction rounds similar to AAC in NTC calculation, or 
by natural flows). 
 
BCs could be defined for: 

- the actual electrical borders among the participant TSOs (I-XIII), and 
- can alternatively be supplemented with combined limitations on multiple borders. 

 
 
Open questions about BC calculation are: 
• Strict methodology for calculation, 
• Inclusion of some sort of reliability margin – because of the uncertainties in calculation, 
• Treatment of already occupied flows, caused by: 

-  some long term contracts, or transactions allocated in previous auction rounds, 
- natural flows (there are flows over the tie-lines even if there are no cross-border 
transactions). During the pilot-project SEE TSOs already roughly defined the possibilities to 
calculate the natural flows and include (or exclude) it in BCs, 

• influence of neighbouring systems that do not participate in Coordinated Auction.  
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Publishing of the technical parameters 
 
The PTDF matrix and the full set of Border Capacities should be harmonized among the TSOs and 
published by the Auctioning Office, and thus offered to the market participants for the auction of 
the transmission rights. 

Bidding procedure  
 
At predefined time for the following auction round, the market actors that wish to obtain the 
transmission right from one area to another, send their bids to the Auctioning Office. The bids are 
consisted in: 

- Desired direction (source and sink TSOs) 
- Requested amount of power to be transferred in given time [MW] 
- Offered price for the transmission right [€/MW] 

 
 
Picture 6: Example of bid 

Market participant name: XY

Time horizon: (e.g.) January 2006

Desired direction 

Source: TEL Sink: HTSO

Amount: 130 MW

Offered price: 2.00 EUR/MW  
 

 
At given example, a market participant who wants to buy the transmission right for transfer of 130 
MW from TEL to HTSO system in September 2005 (for the monthly auction organized for Sept’05 
transfer capacities), and offers 2 €/MW for the transmission right.  
 
 
 

Example of clearing procedure 
 
Let us now simulate the clearing procedure on the example of SEE region. The PTDF matrix for 
certain auction round has been calculated, as well as the set of Border Capacities for each border. 
The relevant for this example is the BC on the border EPS-MEPSO, i.e. we could presume that 
there will be no congestion at other borders:  
 
BC EPS->MEPSO = 200 MW 
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Let us consider that only three bids are sent to the Auctioning office: 
 
Picture 7: Example – three transactions (bids) 

 
 
  

Bid_amount Bid_price 
Bid MW EUR/MW 

RO-GR_1 130.0 2.0
SR-MK_1 160.0 3.0
BG-GR_1 140.0 2.0

 
 
 

Picture 8: Flows caused by the three transactions and congestion on EPS-MEPSO border 
 

 
 
By using the PTDF matrix, these three transactions are converted into the physical flows at each 
border. These flows are summarized per each border and thus we obtained the resultant physical 
flows which would exist over each border if all three transactions would be realized. In our example 
we observe only EPS-MEPSO border, where PTDF factors for these three directions are 50%, 65% 
and 30%, respectively.  
According to that, each of these transaction will cause a physical flows on EPS-MEPSO border in 
amount: 50%(130)=65 MW, 65%(160)=104 MW and 30%(140)=42 MW. 
 
Summarized flow on the border EPS-MEPSO is 211 MW, and the allowable flow i.e. BC is 200 
MW. This means that border is congested with 11 MW over allowable flow limit. 
CA clearing procedure has to relieve this congestion, by decreasing this transaction(s) which have 
the lowest ratio of  price and PTDF on congested border (p/PTDF). In other words, the transaction 
which offers smallest price per one MW on congested border, is to be decreased. 

BC=200 MW, 
flow=211 MW
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Bid_amount Bid_price 
PTDFs        

eps-mepso Flows p/PTDF 
Bid MW EUR/MW % MW   

RO-GR_1 130 2.0 50% 65 4.0 
SR-MK_1 160 3.0 65% 104 4.6 
BG-GR_1 140 2.0 30% 42 6.7 

                              Sum:    211 
 
Bid RO-GR_1 has the ratio p/PTDF = 2.0/0.5 = 4.0, which is smaller then ratios for other two bids 
(3.0/0.65= 4.6 and 2.0/0.3= 6.7 respectively), and therefore bid RO-GR_1 will be decreased first in 
order to relieve the congestion. 
Since the flow over EPS-MEPSO border should be decreased for 11 MW, and the PTDF of 
transaction RO-GR_1 on that border is 50%, this means that transaction RO-GR_1 should be 
decreased for 11/0.5 = 22 MW, and thus the flow on congested border will be equal to the allowed 
limit BC=200 MW.  
In the given example, curtailment of a portion of only one bid (RO-GR_1), has as a consequence 
maintaining power flows within their acceptable limits. If curtailment of one bid is not enough, next 
bid to be decreased would be SR-MK_1 according to its ratio p/PTDF, etc. 
 

Payments by the market actors and share of the congestion charges 
among TSOs 
 
In following table the accepted set of bids has been shown. The bid RO-GR_1 has been decreased 
for 22 MW, and its offered price sets the Reference price: RP = 2.0 EUR. 
 

Bid_amount Bid_price PTDF eps-mepso Flows p/PTDF payment 
Bid MW EUR/MW % MW   EUR/MW

RO-GR_1 130-22=108 2.0 50.0% 54 4.0 2.0
SR-MK_1 160 3.0 65.0% 104 4.6 2.6
BG-GR_1 140 2.0 30.0% 42 6.7 1.2

                                  Sum:    200 
 
The market actor who sent the bid RO-GR_1 should pay 2 EUR/MW for each accepted MW of its 
bid, that is: 108*2 = 216 EUR (times the number of hours in which the transaction will be realized).  
 
The prices that other two participants have to pay are calculated on the basis of reference price and 
their PTDFs on congested border in relation to the PTDF of “reference” (last accepted) bid: 
 
SR-MK_1: RP * (65/50) = 2.6 EUR/MW;  Total payment (per one hour): 2.6 * 160 = 416 EUR 
BG-GR_1: RP * (30/50) = 1.2 EUR/MW;  Total payment (per one hour): 1.2 * 140 = 168 EUR 
 
Total income of the congestion (per one hour): 216 + 416 + 168 = 800 EUR. 
 
This income should be shared 50:50 between TSOs of EPS and MEPSO, at which common border 
congestion occurred. 
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5. Dry-run implementation of CA 
 
The next phase of investigation the Coordinated Auctions as a possible allocation method in SEE 
region is the dry-run implementation of CA. Simultaneously with defining all the technical and 
operational aspects of CA during dry-run, intensive collaboration with SEE regulators will be 
undertaken, in order to resolve all the organizational and legal aspects of possible implementation of 
this allocation method. 

Also, the support of the consultants is welcome in this phase of CA investigation. 

As mentioned before, main focus in dry-run will be given on the technical and operational 
procedure for monthly auctions: 

a. data exchange among TSOs and with the auctioning office 

b. calculation and publishing of the technical parameters 

c. biding, clearing and publishing of the auction results 

 

Also, in the later phases of dry-run, weekly auctions can be simulated, as probably more suitable 
allocation time-frame for both TSOs and market actors. 

The proposal for  dry-run implementation is that in first phase SEE TSOs would not act only as 
themselves (TSOs) but also simulate  market actors behaviour, based on the current experience of 
operation, in order to reproduce the full auction round. Thus, the TSOs will not only work for PTDF 
and BC calculations but also in sending virtual bids for transmission rights. At the following phases, 
after resolving initial operational aspects of the auctions, real market actors will be invited to co-
operate in dry-run simulation. 

Also, during the dry-run NACMPF SG can act as an Auctioning Office, where SG participants 
would share the job about the calculation, publishing etc. 

At picture 9, a draft monthly time-schedule of dry-run CA is given, on the example of dry-run 
auction for transmission capacities during month M (procedure still in elaboration). Such procedure 
should be repeated for each month, until the end of dry-run period, with possible modifications, 
according to the experiences gained in previous rounds.  

 

Picture 9 (at the next page): Time-schedule for dry-run 
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Technical phase – calculation of technical parameters 
 
 
During this phase, all necessary information for the calculation of required technical parameters 
should be exchanged between the TSOs and the Auctioning Office (NACMPF subgroup) and these 
parameters should be calculated and published, in order to be used as an input for the auctioning 
process. 
 
The technical parameters, necessary for the performing of the coordinated auction on monthly level 
are: 
 

• PTDF (Power Transfer Distribution Factors) Matrix, with flow-factors for each commercial 
direction between the TSOs that participate in the coordinated auction,  

 
• Available Border Capacities (BCs) for each predefined technical profile in SEE region. 

Technical profiles mainly correspond to the actual electrical borders among the participant 
TSOs, and alternatively could be supplemented with combined limitations on multiple 
borders. 

 
Model exchange 

M-2, till 15th 
 
TSOs exchange the network models for the third Wednesday of month M (for regime at 10:30h), 
that comprises the best estimate of the expected situation for aforementioned day in month M. 
Neighbouring TSOs from UCTE should also send their models, in order to simulate their influence. 
 

Model merging 
M-2, 15th – 20th 

 
These models should be merged into the regional monthly model by the Auctioning Office 
(NACMPF subgroup), and regional model should be sent back for the verification to the TSOs. The 
merging of the models has to be organized on rotation basis by the members of the NACMPF 
subgroup who want to do the merging. 
After receiving the draft merged model the TSOs should verify this regional monthly model, so it 
can be used for further calculations. 
 

Calculation of technical parameters 
M-2, 21th – 30th 

 
PTDF matrix, where each the members of the NACMPF subgroup should calculate either portion 
of the matrix (e.g. the flow-factors that represent their export toward common “hub”-area), or each 
member of the NACMPF subgroup involved in the process, could calculate the entire matrix, where 
equal results must be obtained by everyone. 
 
Border Capacities (BC), where TSOs should calculate the physical limitations for cross-border 
power flows, which comply with the network security criteria.  “Total” BCs should be calculated 
first, and then uncertainness of the calculation as well as primary and secondary control band should 
be evaluated through some sort of TRM (Transmission Reliability Margin). Also the influence of 
natural flows and flows caused by the transactions of non-coordinated systems should be taken into 
account (NF). Thus, “Net” BC value is obtained :  



SETSO-SUDEL NACMPF SG:  

Coordinated Auctions in SEE region – Activity report 
 

20/34 
 

“Net” BC = “Total” BC – TRM  NF 
 
If there are some long terms contracts, or generally the transmission rights sold at previous auction 
rounds (e.g. if we would simulate yearly auction), its influence should be evaluated (as “long term” 
flows - LTF), and finally, available BCs for auction is obtained: 

“Available” BC = “Net” BC - LTF 
 

 
 
 

Auctioning phase: simulation of the auctions 
 

Data publication 
M-1, 1st working day 

 
On 1st working day of month M-1, above defined technical parameters should be published on the 
web-site of the Auctioning ffice, as an input for the auction. Since NACMPF SG would act as the 
auctioning office, these values will be internally published, and thus formally offered to the auction: 
 

• PTDF matrix 
• Net BCs 
• Already allocated flows  

 
As a product to be solved in monthly auction, the monthly flat value of area-to-area transmission 
right for month M (e.g. September’05) is offered.  
 

Sending of the bids 
M-1 , 2nd – 10th 

 
During this phase, the auction participants send their bids to the auctioning office. In the first stage 
of dry-run, TSOs from SEE will simulate the market actors and send the virtual bids. These bids are 
comprised of the requested amount of the capacity [MW], offered price for the transmission right 
[€/MW] and source and sink zones. Each TSO should send 3 to 5 bids related to their area (source 
or sink in their area), all with different prices. Although in real-run all bids should be closed till the 
deadline, during this phase the auction can be played with “open cards”, i.e. with all bids 
transparent, for education purposes. 

Prerequisites for technical phase 
 

• Definition of merging procedure; imbalance, global slack… 
• Procedures for calculation of BCs: from TTF, other… 
• TRM assessment 
• Natural & ”out of CA region” flows 
• Already allocated flows 
• Definition of multiple constraints (e.g. RO+BG→SR) 
• Harmonization procedure for BCs 
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Gate closure 

M-1, 10th working day, 12:00h 
 

This is the deadline for sending of the bids. 
 

Clearing 
M-1, 10th – 15th 

 
 
After the deadline for bidding, an allocation procedure is performed in an auctioning office (in 
NACMPF SG). First all bids should be validated  (format, time of arrival…) and confirmed. 
Clearing procedure should be performed according to the already described algorithm (min 
PTDF/bid). 
 

Publishing of the auction results 
M-1, 15th working day, 15:00 

 
Auction results are sent to the market actors and published on the web-site (again internally, 
because TSOs are acting as a market actors). 
 

Invoices&share of congestion charges 
M-1 , 15th – 30th   

 
After the publishing of the auction results, the virtual invoices should be sent to the market actors 
who gained any portion of the transmission capacity. Since in dry-run the TSOs act as market 
actors, invoices should only be calculated and published among them. 
Also, the virtual share of the congestion charges among the TSOs should be calculated. 
 

 
 
The time schedule for weekly auctions can be defined in later phases of dry-run.. 
All the necessary software for all kind of calculations has to be procured for the Auctioning Office. 
A special request towards the Donors has to be sent by the SETSO TF. 
 
 
 
 
 
 

Prerequisites for auctioning phase 
 

• Web-site for publication? 
• Software for clearing procedure 
• Procedure and software for the share of the congestion charges 
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(Virtual) usage of the transmission capacities 
 
During the month M the auction participants that bought the transmission rights are using those 
capacities (in real-run). 
They should announce the usage or non-usage of the capacity to the TSOs for each day of month M, 
e.g. four days before that execution day. 
Use it-or-loose it principle should be established. 
Transfer of the transmission rights to other auction participants is possible only through the 
Auctioning Office. 
Force-majeure situations should be described. 
 
Since in dry-run virtual bids would be sent, not by real market actors but by TSOs, there is no sense 
in expecting that real flows would match the ones coming out from the auction results, but certain 
comparisons of expected and realized situations can be made. Also, in this period the experiences 
from previous round of dry-run monthly auction can be systematized, and used to make the 
modifications of the procedure for the following rounds.    
 

6. Further steps 
 
The main prerequisites for the technical and auctioning phase of dry-run are emphasised in previous 
chapter. Other elements are considered as neededfor successful dry-run implementation of 
Coordinated auction, as well as for probable future starting the real-run are: 
 

a. Letter of intention by the TSOs 
 
Each TSO involved in CA investigation should commit itself to actively participate in dry-run, by 
providing necessary data and making all necessary calculation. 
 

b. Communication and cooperation with the regulators 
 
Organizational and legal aspects of the method cannot be resolved by the TSOs alone. Active role 
of Regulators is necessary in each of the further steps, mainly to jointly investigate the situation in 
legal acts of the involved countries related to the implementation of coordinated auction for 
transmission capacity.  
 

c. Support from the consultants 
 
TSO organizations SETSO and its NACMPF SG have more experiences with technical aspects of 
transmission capacity allocation, then with market aspects. The assistance of the consultants is 
necessary especially in this field. As the donation by the Government of Germany, and through the 
KfW bank, SEE TSOs during 2004 would receive the donation in money for establishing the 
transfer capacity allocation methods and to enhance the DACF procedure. Part of this money should 
be used for the consulting services. The tender procedure for the selection of the consultants is in 
preparation, and we hope that it will be finished as soon as possible, so the consultants can help in 
preparation and execution of dry-run. 
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7. Further developments 
 
Dry-run of the Coordinated Auction in SEE is envisaged according to the present experiences of 
SEE TSOs mainly from the pilot-project. Dry-run should be the one step closer to the real 
implementation of coordinated auction, and therefore to face with all aspects of CA implementation.  
There are many opened questions related to the dry-run implementation, and it is expected that even 
more will be opened during the dry-run, and consequently resolved in this period, with assistance of 
regulators and consultants. Main opened questions that can be envisaged from this point are: 
 

a. Using different models (besides one monthly model) 
Using one model for the calculation of PTDFs and BCs which will be valid for the entire month is 
perhaps a good first step, but after a while it can appear that there are many differences between 
various operational regimes and the one used. There is also a question of using one set of PTDFs for 
different network topologies that can appear throughout the month. Possibility for using the 
different basic regimes/models, i.e. defining different products to be offered in monthly auction 
have to be investigated. 
The problem can be mitigated by possible performing of weekly auctioning which is realistic from 
the point of view of the capabilities of the NACMPF subgroup at a later phase of the dry run. 

b. Bidding and clearing procedure 
The details of bidding and clearing procedures, with all necessary calculation procedures, 
communication channels and IT requirements should be defined during the dry-run 

c. Treatment of previously allocated transactions 
How to evaluate the influence of previously allocated transactions (whether long term contracts or 
outcomes from previous auction rounds). To calculate flows originated by them? 

d. Auctioning office 
During the dry-run NACMPF SG would act as an Auctioning Office, but having the real-run in 
mind the position, organization, role and responsibilities of an Auctioning Office should be defined 
during the dry-run 

e. Confidentiality and transparency issues 
Communication channels: TSOs ↔ A.O, TSOs ↔ Market Actors, Market Actors ↔ A.O should be 
defined, with specification what data are available to whom; what is transparent and what is 
confidential. 
 
Other open questions, more related to future possible real-run of CA: 
 

f. Multilateral “Coordinated Auction” Agreement 
g. Regulators to define: To explore existing legal acts and possibly to modify some in 

order to enable the coordinated auction 
h. Cash flow between market actors and TSOs (invoices, share of congestion charges, 

clearing house…) 
i. Regulators to define: Use of the congestion charges 
j. Bank guarantees for market actors 
k. Procedures for confirmation of the transactions by market actors to TSOs 
l. Procedures for re-selling of the transmission rights 
m. Emergency situations 
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ANNEX 1: Overview of European capacity allocation methods 
 
An evaluation of European capacity allocation methods, whether currently applied or still in 
elaboration, has been made in order to find the most suitable solution for the SEE region. 
The main two groups of methods are NTC (ATC)-based methods, which are widely used across 
Europe, and flow-based methods which are still in elaboration. 
 
NTC-based methods rely on publicly published values of Net Transfer Capacity (NTC), defined 
for each border between countries, control blocks or TSOs.  
NTC is the “maximum exchange programme between two areas compatible with security standards 
applicable in both areas and taking into account the technical uncertainties on future network 
conditions”. As said in the definition, NTC is related not directly to the physical power flows, but to 
the commercial exchange programs reported at some border.  
 
Flow-based methods For each commercial exchange program, the set of load-flow factors (Power 
Transfer Distribution Factors-PTDF) is defined, which determines the influence of particular 
transaction on the power flows over the network elements (most frequently - over the tie-lines on 
borders). In accordance to this, the physical constraints for the power flows are defined, called 
Border Capacity or Bottleneck Capacity (BC) for each border, instead of “program” constraints 
such as NTC. 
 
Picture 10: European methods for transmission capacity allocation 
 

 
 
 
Still widely used across Europe are the “rule-based” methods of Priority list (First come-first 
served) and Pro-rata rationing, both based on published NTC values and predefined priority rules. 
Following the Regulation (EC) No 1228/2003 [11], which determine market-based and 
economically efficient methods to be used in future, these two methods are not considered as a 
possibility for SEE region. All other methods (see Picture 10) are market-based and organized in a 
form of auctions.  
 
The term “explicit” auction considers capacity allocation procedure separated from the operation of 
electricity market (on contrary, in “implicit” procedures the capacity is implicitly allocated together 
with energy). 
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Probably, the final target of congestion management in SEE would be the establishment of 
multilateral implicit auctions, whether NTC-based (Market Splitting, as in Scandinavia) or flow-
based (Flow-based Market Coupling, proposed by ETSO and EuroPEX).  
The available methods for the implementation in SEE at the present moment are: 

• NTC-based bilateral explicit auctions 
• NTC-based coordinated explicit auctions 
• Flow-based coordinated explicit auctions 

 
Bilateral explicit auctions based on NTC are market-based method used at numerous borders in 
Europe, e.g. on borders Germany-Netherlands and Belgium-Netherlands (jointly), Czech Republic-
Austria, Austria-Hungary etc. Short description of the method follows: The sellers (two 
neighbouring TSOs) determines ex ante ATC considering security analysis, accepts bids from 
potential buyers and allocates the capacity to the ones that value it the most. This method is 
transparent and non-discriminatory and gives economic signals to the market players. 
However, the bilateral NTC auction, same as other NTC-based bilateral methods (first come-first 
served and pro-rata) is not suitable for the regions with significant loop flows: programmed 
exchanges reported at one border can be allocated fully in accordance with auction rules, but they 
can produce the congestion somewhere else in interconnected grid, if the systems are 
interdependent. Through the identification of the congestions in SEE region, their interdependence 
has been recognized and therefore classical bilateral NTC auctions could not be the appropriate 
solution from the operational security point of view, although they would be a significant step 
forward in organization of the regional electricity market. 
Coordinated explicit auctions based on NTC are established among Czech Republic (CEPS), 
Germany (VE-T) and Poland (PSE-O) since 1st of January 2005, i.e. rather late to be candidate 
capacity allocation method for SEE. Nevertheless, this form of an auction has been monitored in 
SEE with uttermost attention, being very similar to the SEE idea of possible implementation of 
Coordinated flow-based explicit auctions from an organizational point of view. Their auction rules 
are studied within NACMPF SG, and CEPS representatives are invited at the NACMPF SG meeting 
in February 2005, in order to explain their methodology. 
 
Picture 11: Coordinated explicit NTC-based auction in Central Europe 
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Main improvements made through coordination, in comparison with aforementioned bilateral 
concept of explicit auction are: 
NTCs are allocated simultaneously at all borders, 
Coordinated mechanism offered the possibility to introduce the combined limits, instead of only 
NTCs at “bilateral” borders (e.g. PL export towards CZ+D+SK, import of D from PL, CZ). 
 
This latter improvement – the possibility for defining the combined limits, can partially mitigate the 
drawback of NTC-based methods related to the existence of loop flows, since combination of limits 
can be defined in such way to “catch” the loop flows. All this makes the Central European 
coordinated solution more attractive for the implementation in South-east Europe, in comparison to 
the bilateral concept. 
On the other hand, certain problems are still not resolved with this method, i.e.: 
combined limits still cannot totally remove the problem of loop flows, which can only be followed 
through flow-based methods. 
There are eight TSOs in SEE region for which the joint capacity allocation method has been 
investigated. The problem of “pancaking”, i.e. the necessity for market actors to participate at 
auctions on several borders is likely to appear in SEE. In Central Europe there are only three 
borders (for now), and the pancaking problem is not present yet. It is now known that in future also 
participation of Slovakia, Austria, Hungary and other German TSOs is expected in Central 
European coordinated auction. In such case, e.g Czech Republic would become the “transit” country 
for some transaction from Poland to Austria, and the market actor should win the transmission 
capacity at both PL-CZ and CZ-AT border in order to exercise his transaction. At the meeting with 
NACMPF SG, CEPS representatives stated that in case of the extension of coordinated auction 
towards other countries in Central Europe, they will consider flow-based modelling, in order to 
prevent pancaking.  
The SEE TSOs are already faced with this possibility, and therefore it is natural for them to 
immediately think about flow-based methods for capacity allocation, such as coordinated explicit 
flow-based auction. 
This method can roughly be explained as if TSOs from Central Europe would upgrade their NTC-
based Coordinated Auction by considering flow-factors to convert each commercial transaction into 
the contribution to the physical power flows at border lines, and introduce the physical limits (BCs) 
instead of programme limits (NTCs). The possibility of introducing the combined limits is 
preserved in each form of Coordinated allocation procedure. 
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ANNEX 2: Currently applied congestion management procedures in SEE 
 
After the identification of the congestions in SEE region, an overview of currently applied 
congestion management procedures has been made. First version of this overview has been made in 
January 2004, and since now there has been many developments, i.e. new allocation methods of 
transmission capacity are established in the meantime. 
Another snapshot of the situation regarding the currently applied congestion management methods 
has been performed in May 2005, and the results are briefly presented in this chapter: 
 
1. Currently applied methods are explicit and implicit auctions, pro-rata rationing and priority list.  

2. On the borders where there is a certain level of coordination among TSOs there is also an 
agreement of sharing the NTC value 50:50, and each of the neighbouring TSOs allocate its half 
independently.  

3. Usually the same method is applied for both directions in each border. 

4. The exception from 2. and 3. is the border between Austria and Hungary, where each TSO 
allocates its import (100% of NTC in import direction). 

5. Most of the TSOs from SEE region the joint coordinated procedure of monthly network model 
exchange, which are then merged and used for monthly NTC calculation. Thus pretty consistent 
NTC values are usually obtained by the neighbouring TSOs. 
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Table: Currently applied capacity allocation methods in SEE region 

Country-
TSO 

Involved 
interconnections Method 

Coordinated 
with other 

TSO 

Joint 
with 
other 
TSO 

Time 
frames 

Greece Priority list No No Y, M 
Montenegro Priority list No No Y, M Albania 

Serbia Priority list No No Y, M 
Hungary HU→A explicit auctions (entire A import) Yes No Y, M, (D) 

Italy Split 50:50, explicit auction (A part) Yes No Y, M Austria 
Slovenia Split 50:50, explicit auction (A part) Yes No Y, M 
Croatia Split 50:50, pro rata (BA part) Yes No Y, M 

Montenegro No method / / / Bosnia-
Herzegovina 

Serbia No method / / / 
Greece Priority list No No M 

Romania Split 50:50, Priority list Yes No M 
Serbia Priority list No No M 

Bulgaria 

Turkey No method / / / 
Bosnia-Herzegovina Split 50:50, missing information (HR part) Yes No ? 

Hungary Split 50:50, missing information (HR part) Yes No ? 
Serbia Split 50:50, missing information (HR part) Yes No ? 

Croatia 

Slovenia missing information No No ? 
Albania No No Y 
Bulgaria No No Y 

FYR Macedonia 
AL,MK,BG→GR: explicit auctions (GR) 

No No Y 
Greece 

Italy Split 50:50, explicit auction (GR part) Yes No M, D 
Austria A→HU explicit auctions (entire HU import) Yes No Y, M, (D) 
Croatia Split 50:50, explicit auction (HU part) Yes No Y, M 

Romania Split 50:50, explicit auction (HU part) Yes No Y, M 
Hungary 

Serbia Split 50:50, explicit auction (HU part) Yes No Y, M 
Austria Split 50:50, implicit auctions (IT part) Yes No D 
Slovenia Split 50:50, implicit auctions (IT part) Yes No D Italy 
Greece Split 50:50, implicit auctions (IT part) Yes No D 
Greece Priority list No No Y, M FYR 

Macedonia Serbia Priority list No No Y, M 
Albania Priority list No No Y, M 

Bosnia-Herzegovina Priority list No No Y, M Montenegro 
Serbia Priority list No No Y, M 

Bulgaria Split 50:50, explicit auction (RO part-testing) Yes No Y, M 
Hungary Split 50:50, explicit auction (RO part-testing) Yes No Y, M Romania 

Serbia Split 50:50, explicit auction (RO part-testing) Yes No Y, M 
Albania Priority list No No Y, M 

Bosnia-Herzegovina Priority list No No Y, M 
Bulgaria Priority list No No Y, M 
Croatia Split 50:50, pro rata (SR part) Yes No Y, M 

Hungary Split 50:50, pro rata (SR part) Yes No Y, M 
FYR Macedonia Priority list No No Y, M 

Montenegro Priority list No No Y, M 

Serbia 

Romania Split 50:50, pro rata (SR part) Yes No Y, M 
Austria Split 50:50, pro rata (SI part) Yes No Y, M 
Croatia No method / / / Slovenia 

Italy Split 50:50, pro rata (SI part) Yes No Y 
Turkey Bulgaria No method / / / 

Priority list = First come, first served    

Split 50:50 = ATC value shared equally among neighbouring TSOs, each TSO allocate its half   
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Picture 12: Currently applied capacity allocation methods in SEE region 
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ANNEX 3: Simplified calculation of Border Capacity 
 
The simplified approach for BC calculation is proposed by ETSO in document [4]5. TTC 
calculation could be used for the calculation of BC, in sense that the power flow on the direct border 
between TSOs for the reached TTC could be treated as BC. In other words, TTF ≡ BC. The 
example of using first approach (TTF ≡ BC) is given below. 
 
If we are calculating the BC for the direction NEK->EPS , we will calculate Total Transfer Capacity 
(TTC), by increasing the production in NEK and in the same time decreasing the production in EPS 
in fixed steps, and according to the predefined sequence of generator’s participation. In each step 
security limits are checked, and in the last secure step the TTC value is obtained. 
In our example TTC (NEK->EPS)=1000 MW, which means that the maximum exchange program 
in this direction, which correspond to the security standards is 1000 MW.  
In this case the direct physical flow on the border NEK-EPS is 442 MW, i.e. TTF6= 442 MW. 
By using this simplified approach, we could consider this TTF of 442 MW as BC. 
Such calculation should be performed for each electrical border and in each direction: If there are 13 
electrical borders, then there will be 26 BC values. 
 
Picture 13: BC calculation 

 
 
BCs could be defined for the actual electrical borders among the participant TSOs (I-XIII), and can 
alternatively be supplemented with combined limitations on multiple borders.  
 
Additional constraints can be defined for multiple borders, in order to preserve the simultaneous 
feasibility of constraints at some cross-sections, such as: 

- Export of TEL and NEK towards EPS (I + II), 
- Import of HTSO (IX + XI + XII), 
- Import of HTSO, MEPSO and KESH (III + IV + VIII + XI), 
- Import of ZEKC from EPS and EPCG (VI + VII), etc. 

                                                 
5 ETSO: Coordinated Auctioning [4], Page 6/22: “This limit, called Bottleneck Capacity (BC) …can be related to the 
present NTC calculations … although it is defined as a physical flow through the tie-lines.” 
6 TTF – Total Transfer Flow; (according to ETSO [4]), it is the net physical flow across the border associated with a 
programme exchange of magnitude TTC (Total Transfer Capacity). In the context which applies to TTC computation – 
TTF may be understood as the physically maximum cross-border power flow compatible with security standards in each 
control area. 
 



SETSO-SUDEL NACMPF SG:  

Coordinated Auctions in SEE region – Activity report 
 

32/34 
 

 

ANNEX 4: Positions about network service fee for cross-border access 
to the network of EPS 
 

EPS position 
 
Explanation of network service fee for the access to the network of EPS through 
interconnection power lines 
 
As of 1st November 2004, Electric Power Industry of Serbia has started to charge network service 
fee for access to the transmission network of EPS through interconnection power lines. Network 
service fee has been imposed as a temporary solution and is meant to cover expenses in cases of re-
dispatching of power plants of EPS in order to provide requested and approved transactions, with a 
view to maintain security of electric power system of Serbia. This fee is 0.5 EUR/MWh for each 
approved and used MWh of a transaction realized through the interconnection line on requested and 
approved border. This service fee is charged to all electricity market participants that want to have 
access to the network of EPS through interconnection lines and is equal for all participants. 
 
Introduction of the network service fee is necessary for the following reasons:  
 

• Transmission tariffs covering in full electricity transmission and transmission system 
management costs (including network congestion management costs as well) have not been 
defined yet at the level of Serbia. Therefore, in the first phase, it is necessary to define in an 
appropriate manner tariffs for the access to transmission network of EPS through 
interconnection lines in order to provide all components of transmission service (and costs 
produced by this service). In the second phase which is supposed to be realized during 2005, 
transmission tariffs for all participants that want to have access to the network of EPS should 
be clearly defined. This tariff shall cover all components of transmission service – the first 
connection to transmission network, access to the network, network congestion management 
and other system services.    

• When calculating transmission capacities in the network of EPS, maximal values of net 
transfer capacity are adopted (NTC). EPS opted for this approach aware of its “central” 
position in the region, and in order to allow to all interested parties access to and use of 
interconnection lines of EPS for the purpose of electricity transmission through the 
transmission system, then to enable maximal degree of utilization of the existing 
transmission capacities, as well as to contribute to the regional electricity market 
development. Maximal NTC values of EPS are obtained on the assumption that in some 
regimes, when it is necessary, re-dispatching of power plants of EPS is carried out, which 
obviously produces concrete and quite specific costs to EPS. In a certain number of cases 
EPS needs to carry out re-dispatching of its own power plants in order to be able to keep and 
guarantee high values of NTCs. In Italy, for instance, all importers have to pay 0.3 
EUR/MWh with the view of guarantee of the announced NTC (this collection covers all 
congestion management expenses, including the expenses of re-dispatching of power plants, 
of the Italian TSO).    

• There are no harmonized proceedings for congestion management and capacity allocation in 
transmission network yet (not only at the level of Serbia, but at the level of the entire region). 
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In the situation like this, it is possible to guarantee high NTC values only with re-dispatching 
of our power plants, the expenses of which shall be covered through the network service fee. 
In this way an “annual fund for remuneration of re-dispatching costs” is created and owing to 
this fund a collection for additional expenses related to congestion management in 
transmission network (the amount of which, it is known, may reach pretty high values) is 
avoided.      

• As a final solution for congestion management, EPS is planning to initiate, within the 
shortest possible time period, auctions for transmission capacities on a monthly basis for 
each border, for which purpose a basic part of capacity which may be guaranteed without re-
dispatching (“no congestion – no payment’ principle would apply) and an additional part of 
capacity which may be guaranteed only with re-dispatching (re-dispatching costs would be 
charged) would be defined. In this way, it would be possible to use transmission capacities to 
the maximal amount, and costs of re-dispatching related to the congestion management 
would be totally covered. In case this solution applies, the present network service fee would 
be abolished because re-dispatching costs would be covered in the above manner. 

 

EPS has intention to abolish extra fee as soon as the above stated conditions are fulfilled, i.e. 
capacity allocation mechanisms are introduced (which is planned to be done till July 1st, 2005). 
 
 

EPCG position 
 
EPCG informed SETSO TF that Montenegrin Regulator approved to the EPCG TSO the possibility 
to introduce the same fee as EPS did. Besides that, EPCG didn’t used this possibility so far. It is 
important to note that because of the EPS’s fee of 0.5 EUR/MW EPCG pays approximately the 
same costs as for the entire CBT. 
 
 

NEK position 
 
• The ITC- Inter TSO compensation (CBT) agreement covers all expenses related to the cross 
border transfer of electricity. The expenses are calculated in a transparent and non-discriminatory 
way for all the participants in the process. 
 The position of NEK EAD is that no party in the agreement has any reason to impose additional 
charges for cross border electricity trade, out of the charges defined by the ITC mechanism. 
• In case there are congestions in the network, these congestions have to be defined in a transparent 
and non-discriminatory way. All affected parties must have the technical possibility to check and 
prove the congestions. 
  The procedures for congestion management have to be published in advance and have to be 
applied in a transparent and non-discriminatory way. 
  NEK EAD does not agree to pay for any additional charges for transit of electricity, out of those 
defined by the ITC mechanism. 
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KESH - ATSO position 
 
The position of ATSO is that all parties signatory of the Agreement must abolish all transit charges 
and not introduce any new one towards ‘traders’ and/or other TSOs. It is much clear already that 
this additional ‘service fee’ is going to increase the electricity price, which ultimately fall on our 
customers. 
 

SETSO TF position 
 
SETSO TF discussed said topic and unanimously and severely discouraged EPS to proceed to the 
application of the 0.5 Euro/MWh network service fee for accessing EPS transmission network via 
interconnection lines. The reasons for this opinion, discussed more than once within SETSO TF, 
are: 
 
1. A re-dispatching fee is typically a way to recover costs incurred in congestion management 
(CM). The EPS fee has been introduced following the discussions on 2005 ITC agreement, when 
TF decided to cap losses at 15%, in order not to increase further the cost claim; in case of not 
capped losses, EPS would not have introduced it. Then it seems that EPS linked the fee to the CBT 
mechanism rather than to CM. 
 
2. A re-dispatching fee, as any CM fee, must be documented, transparently auditable, and 
authorized by the country Regulator, in presence of a TSO fully independent from the relevant 
national vertically integrated utility. In the EPS case it seems that these conditions are not respected. 
EPS fee is quantified and imposed by a TSO (moreover still vertically integrated), and not by a 
Regulatory authority, so it is not transparent, not auditable and not documented, contrary to the 
art.4.1 of EU 1228 Reg. 
 
3. The fee is applied on all the transactions uploaded on the interconnection, then including the 
transit contracts, contrary to the art.4.5 of EU Reg.1228 
 
4. NTC values given to the market are assessed in accordance with the SETSO TF (ETSO) 
procedures and should be normally assessed in "the most likely to happen situation". Then, there 
should be no need to impose firmly a fee for re-dispatching actions to guarantee the network 
security. If these re-dispatching actions, and relevant costs, are applied continuously, it means that  
the NTC on the interconnection is pushed till and beyond its possibility . 
 


