
 

  

 

 
 

 

 

 

 

 

 

 

-ÏÎÉÔÏÒ ÏÆ %ÌÅÃÔÒÉÃÉÔÙ -ÁÒËÅÔ /ÐÅÎÉÎÇ 

Issue Τ4. 22nd April 2020  

Executive Summary  
I. The legislative framework is volatile and is re-shaping while the market faces challenges. There is no steady 

environment for market participants, especially for newcomers. The market does not function properly as 
ancillary services segment is not yet operational. 

II. 4ÈÅ ȬÒÅÆÏÒÍÓȭ ÁÒÅ ÍÏÓÔÌÙ ÍÉÎÏÒ Ô×ÅÁËÓ ÆÏÃÕÓÅÄ ÏÎ ÒÅ-regulation rather than liberalisation and limiting the market 
power of existing market participants. Most changes attempted to manually control prices and redistribute 
financial flows rather than address the elephant in the room ɀa high market concentration. 

III. IPS and BEI are very different trading zones, and separate tailor-made approaches should be used. Most changes 
in legislation focused on IPS, while they did not address structural deficiencies in Bursthyn zone.  

IV. We identified 4 phases of market development in IPS, with different factors kicking-in and affecting price. Nuclear 
power, channelled exclusively through organised segments of the market, has a dominant share, and its 
oversupply had a decisive impact on price. The thermal generation, mostly private, faces no significant 
competition on bilateral agreements segment, as import from Russia and Belarus have a very limited effect.   

V. The overall overcapacity in Ukraine creates conditions for oversupply and contributes to dramatic price drops. 
This situation will persist if market players like Energoatom do not follow economic reasoning but rather an 
administrative directive regarding the volume they produce, and if thermal and nuclear generation do not 
compete in all market segments. 

VI. The loopholes in market rules created a dangerous posiÔÉÖÅ ÆÅÅÄÂÁÃË ÅÆÆÅÃÔ ÉÎ *ÁÎȭ-&ÅÂȭΨΦȟ ÄÒÉÖÉÎÇ $!- ÐÒÉÃÅÓ 
below economically reasonable levels in some weeks, and syphoned millions of hryvnias from the system. 

VII. Debts are now accumulating in the system, adding to an unaddressed legacy of UAH 30 bln from the old market. 
Non-payments on the balancing market threaten the stability of PSO schemes and Energoatom, as more and 
more nuclear is sold as imbalances due to surplus in the system.  

Debt from water supply companies and national coal mines continue to hoard and affect the BM as well. In 
addition, underfinancing of RES in TSO tariffs undermines financials of the GB and PSO design. 

VIII. In the BEI, increased import has no significant impact on competition and price. A significant share of imports is 
traded on the DAM, just to be bought and re-exported to EU countries. Most likely, DTEK has established control 
over cross-border allocation via auctions, managing to keep DAM prices high. 

IX. Increased transparency is a big upside of the new market. A lot of previously hidden data became available, 
enabling better assessment of trends. Much is to be done to reach levels of transparency of established markets, 
to attract new players. 

X. If fundamental flaws of the market structure will not be addressed, any minor change or tweak will not make the 
market function properly. Market concentration and lack of competition, both on wholesale and retail side, should 
be addressed as soon as possible. The administrative price control should be phased out. 

July 2019 ɀ February 2020 

Ukraine opened its electricity wholesale market on July 1st, 2019. The Monitor of Electricity Market Opening 
(MEMO) is an analytical publication series that aims to present key developments in an emerging market. It  is 
designed to provide professional and independent in-depth assessment and fact-based analysis of the Ukrainian 
electricity market.  
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Glossary 
 

 

Abbr. Full name Details 

AS Ancillary services 
Part of the balancing market in form of reserve services provided to 
system operator by market participants 

BAM Bilateral agreements market Non-regulated market segment 

BEI Burshtyn energy island A trading zone synchronized with ENTSO-e 

BESS  Battery energy storage system  

BM Balancing market Last stage for trading electric energy 

BRP Balancing responsible party Market participant responsible for settling imbalances 

CHP Combined heat and power plant   

CMU The Cabinet of Ministers of Ukraine  

DAM Day-ahead market Market to sell or buy energy for the next 24 hours 

DSO Distribution system operator  

EA Energoatom State-owned single operator of nuclear power plants 

EML Electricity market law   

ESS Energy storage system  

FCR Frequency containment reserve Ancillary service type, primary reserve 

FIT Feed-in Tariff Policy mechanism to accelerate investment in renewable energy 

FRR Frequency restoration reserve 
Ancillary service type, secondary reserve: automatic (aFRR) and 
manual (mFRR) 

GB The Guaranteed Buyer 
State-owned enterprise, offtaker of RE energy and part of public 
service obligations for households 

HPP Hydro power plant  

IDM Intraday market Market to sell or buy energy intraday 

IPS Integrated power system Ukrainian mainland trading zone, synchronized with Russia 

LCU Low Carbon Ukraine project  

MEEP 
The Ministry of Energy and Environmental 
Protection of Ukraine 

 

MMS Market Management System 
A software used by UE to operate and manage the balancing 
market  

MO Market operator 
State-owned enterprise, operator of day-ahead and intraday 
market 

NEURC 
National Commission for State Regulation of 
Energy and Public Utilities 

Energy market regulator 

NPP Nuclear power plant  

OTC Over-the-counter market  Trading between two parties without supervision of an exchange 

PHES Pumped hydro energy storage  

PSO Public service obligations Regulatory tool responding to energy sector needs 

REMIT 
Regulation on wholesale energy market integrity 
and transparency  

 

RES Renewable energy sources  

RR Replacement reserve Ancillary service type, tertiary reserve 

SOE State-owned enterprise  

SOLR Supplier of Last Resort  

TPP Thermal power plant  

TSO  Transmission system operator  

UE Ukrenergo 
Ukrainian transmission system operator, operator of balancing 
market 

UEEX Ukrainian Energy Exchange A private company, independent energy commodities exchange 

UHE Ukrhydroenergo State-owned enterprise, operator of large hydro power plants 

USS Universal Services Supplier Supplier at regulated prices 

WEM Wholesale electricity market  
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Legal Framework review 
 

 
Overview  

3ÉÎÃÅ ÌÁÕÎÃÈÉÎÇ 5ËÒÁÉÎÅȬÓ ÅÌÅÃÔÒÉÃÉÔÙ ÍÁÒËÅÔ ÅÉÇÈÔ ÍÏÎÔÈÓ ÁÇÏȟ 
legal frameworks have been changing constantly. 16 changes to 
different documents were made, expecting at least four more in 
the next quarter. These include changes to primary and secondary 
legislative acts.  

We highlight significant changes and group them to related 
legislation, both primary and secondary, across four subgroups 
(Figure 1): 

Á Electricity market law (EML); 
Á Market rules on DAM/IDM and balancing/ancillary services 

markets (Rules); 
Á Grid Codes (Codes); 

Á Public service obligations as to supplying households (PSO). 

Implications 

Numerous changes in a short timeframe created uncertainty for 
market participants. Most changes introduced were not intended 
to increase competition, but rather to increase the level of 
administrative control.  

Under current rules, the regulator is authorised by law to set price 
caps on market segments. The state-owned Guaranteed Buyer is 
controlling a third of market volume under the PSO scheme. 
Changes to balancing market rules created havoc in Jan-&ÅÂȭΨΦȟ 
pushing prices uneconomically low during some hours.  

3ÕÃÈ ÖÏÌÁÔÉÌÉÔÙ ÓÈÏ×Ó ÉÎÃÏÎÓÉÓÔÅÎÃÙ ÉÎ ÔÈÅ ÁÕÔÈÏÒÉÔÉÅÓȬ ÁÐÐÒÏÁÃÈ ÔÏ 
regulation and signals the continuity of tight state regulation. 

 Figure 1. Changes to electricity market legal framework 

Significant changes  

Bid caps 

#ÈÁÎÇÅÓ ÔÏ %-, ÉÎ $ÅÃȬΧί ÁÕÔÈÏÒÉÓÅÄ the NEURC to set price caps 
on DAM, IDM and BM indefinitely, the previous deadline being 
!ÐÒȭΨΦȢ $ÅÆÉÎÉÔÉÏÎ ÏÆ $!-Ⱦ)$- ÐÅÁË ÈÏÕÒÓ ×ÁÓ ÅØÔÅÎÄÅÄ ÓÉÎÃÅ 
-ÁÒȭΨΦȟ ×ÈÉÃÈ ÔÈÅÏÒÅÔÉÃÁÌÌÙ ÍÁÙ ÒÁÉÓÅ ÍÁÒËÅÔ ÐÒÉÃÅÓ ɉ&ÉÇÕÒÅ ΨɊ.  

In DecȭΧίȟ ÉÍÂÁÌÁÎÃÅ ÐÒÉÃÉÎÇ ÒÕÌÅÓ ÈÁÖÅ ÂÅÅÎ ÃÈÁÎÇÅÄ ÁÓ ×ÅÌÌ ÁÓ 
bid caps on the BM, now linked to DAM prices. That somehow 
warped the behaviour of market participants, pushing the price 
ÕÎÎÁÔÕÒÁÌÌÙ ÌÏ× ÄÕÒÉÎÇ ÓÏÍÅ ÈÏÕÒÓ ÉÎ $ÅÃȭΧί-&ÅÂȭΨΦȢ 7Å ÁÎÁÌÙÓÅ 
consequences on page 8.  

Changes to market rules provided a new formula for imbalance 
pricing and lowered the minimum price cap on the BM. Starting 
ÆÒÏÍ -ÁÒȭΨΦȟ %! ÉÓ ÁÌÌÏ×ÅÄ ÔÏ ÐÁÒÔÉÃÉÐÁÔÅ ÉÎ ÔÈÅ "-.  

The NEURC was also authorised to review bid caps on the DAM, 
IDM and BM in case of substantial price fluctuations. ȬSubstantialȭ 
assumes 10% deviation compared to the previous 10 days, on the 
DAM and 20% on the IDM and BM. These bid cap may not exceed 
2,500 UAH/MWh. 

 
Changes to cross-border trading  

Eastern border. Import of electricity from Russia and Belarus under 
bilateral agreements was prohibited at the start of the market. It 
×ÁÓ ÁÌÌÏ×ÅÄ ÆÒÏÍ /ÃÔȭΧίȟ ÂÕÔ ÁÆÔÅÒ Á ÐÏÌÉÔÉÃÁÌ ÂÁÃËÌÁÓÈ ×ÁÓ ÁÇÁÉÎ 
ÌÉÍÉÔÅÄ ÆÒÏÍ *ÁÎȭΨΦȢ #ÕÒÒÅÎÔÌÙȟ ÉÍÐÏÒÔ from Belarus is not limited 
to any market segment, Import from Russia via bilateral 
agreement or the IDM is explicitly forbidden, with the possibility 
for the CMU to lift the prohibition in order to prevent emergencies 
ÉÎ 5ËÒÁÉÎÅȬÓ )03Ȣ 4ÈÅ  parliament is still considering 
banning any imports from the east, including Belarus, of any 
segment. 

Western border, Burshtyn energy island (BEI). Since beginning of 
2020, UE started monthly capacity allocations across Slovakian 
and Romanian borders, in addition to the Hungarian one in 2019. 
On April 3, the NEURC has adopted important changes to rules for 
cross-border capacity allocation. Among key changes are the 
introduction of capacity limits allocated to a single participant, 
penalties for underutilisation of allocated capacity, and changes to 
financial guarantees. These measures are designed to limit market 
power and lower entry barriers for competition. We analyse further 
details on page 15. 

Figure 2. Peak/offpeak bid caps distribution on DAM and IDM 

 
*based on DAM trade volumes profile ÄÕÒÉÎÇ &ÅÂȭΨΦ 

Figure 3. Changes of caps on balancing market 
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Legal Framework review 
 

 
Changes to PSO  

The general approach to supplying households below market 
prices (PSO) remained unchanged. PSO forces state-owned EA 
and UHE to sell a share of their output to the Guaranteed Buyer at 
low regulated prices. The GB then sells power at a low price to 
suppliers and may sell the remaining power on the DAM and IDM.  

Specific bid caps for the GB, linked to market-wide bid caps, were 
introduced. This affected market participants behaviour, as the 
GBs strategy became easily predictable. 

Current PSO design still adds significant distortion to the market, 
decreasing competition on different segments, keeping half of it 
under strict administrative control.

Market volumes regulation 

Until 31/12/2025, mandatory sale of electricity on the DAM  was 
increased from 10% to 15% for all generators (except RES). 
Importers are required to sell 15% of their volume on the DAM 
since 2020. The NEURC may increase this threshold to 30%. RES 
are sold by the GB on the DAM/IDM in full volume.  

Under the current market design, around 1/5 of volumes are 
guaranteed to be traded on the DAM. Thermal generation 
dominates the volumes which are not regulated ɀ mainly via over-
the-counter bilateral agreements. All nuclear power is expected to 
be traded on regulated segments, most of it at regulated prices. 
Such divisions create separate monopolistic situations in different 
market segments.  

 
Source: LCU calculations based on Forecast electricity balance for 2020 

 
Source: LCU calculations based on Forecast electricity balance for 2020 

Ancillary services market  

The ancillary services market segment has not yet been launched 
with market opening, nor is it fully operational. AS segments were 
restrained by unrealistic performance monitoring procedures and 
lack of certified service providers.  

)Î .ÏÖȭΧίȟ Á ÓÉÍÐÌÉÆÉÅÄ certification of AS providers was 
ÉÎÔÒÏÄÕÃÅÄȟ ÃÈÁÎÇÅÓ ÔÏ ÐÒÉÃÉÎÇ ÍÅÔÈÏÄÏÌÏÇÙ ÉÎ -ÁÒȭΨΦ. 

As of today, two suppliers with ten certified generation units (two 
thermal and eight hydro) can provide ancillary services. UE has 
assessed that the AS market has no competition . For this 
reason, UE will not conduct long-term auctions for AS in 2020. 
Only daily auctions are scheduled.  

Prices for AS are also regulated: 801 UAH/MW for primary and 
automatic secondary reserve, 512.27 UAH/MW for manual 
secondary up and 289.27 UAH/MW for manual secondary down 
reserve. There is a lack of transparency in this segment, which we 
analyse in detail in the Market Transparency section on page 19. 

TSO tariffs changes  

Since market opening, TSO tariffs have been reviewed four times. 
(Figure 6) The main driver is estimated to be the RES support 
payments socialised via the TSO load-component tariff. The tariff 
ÅÆÆÅÃÔÉÖÅ ÆÒÏÍ *ÁÎȭΨΦΨΦ ÈÁÓ ÉÎÃÒÅÁÓÅÄ ÍÏÓÔÌÙ ÄÕÅ ÔÏ:  
1) technical losses covered by system operators on the market  
2) adjustments to the growing RES output 

 

 

)Î &ÅÂȭΨΦȟ ÔÈÅ .%52C obliged electricity exporters to pay 
transmission tariffs. This change was opposed by exporters and 
criticised by the Energy Community Secretariat, as it contradicts 
ENTSO-Å ÔÁÒÉÆÆÓ ÐÒÉÎÃÉÐÌÅÓȢ 4ÈÅ .%52#ȭÓ ÄÅÃÉÓÉÏÎ ÉÓ ÃÕÒÒÅÎÔÌÙ 
blocked in court. 

LCU estimates that RES support in the current TSO tariff lacks 
around 2/3 of required amount. This has already led to debt 
accumulation from UE to the GB, and to RES operators, 
respectively, which we briefly analyse in Structural Market issues 
on page 18. We estimate that a review of the transmission tariff in 
late 2020 is inevitable to stabilise the system. 

Expectations  

UE is working on further amendments to the grid codes, market 
ÒÕÌÅÓ ÁÎÄ ÔÈÅ ÃÏÍÍÅÒÃÉÁÌ ÍÅÔÅÒÉÎÇ ÃÏÄÅ ÉÎ ÏÒÄÅÒ ÔÏ ȰÒÅÂÏÏÔȱ ÔÈÅ 
ancillary services market, make the balancing market more 
efficient and provide more transparency on the electricity market.  

The draft law with changes to EML concerning energy storage is 
ÃÕÒÒÅÎÔÌÙ ÄÅÂÁÔÅÄ ÉÎ ÔÈÅ 0ÁÒÌÉÁÍÅÎÔȭÓ %ÎÅÒÇÙ #ÏÍÍÉÔÔÅÅȢ ,#5 
analyses this initiative in a separate policy evaluation.  

The draft of amendments to the market rules published by the 
NEURC suggests eliminating bid caps on the balancing market 
completely. 

For public discussion, the NEURC published the draft of 
amendments to the RAB tariff methodology changing the 
ÃÏÍÐÅÎÓÁÔÉÏÎ ÒÁÔÅ ÆÏÒ $3/Óȭ ÁÓÓÅÔÓ ÆÒÏÍ ΧΨ.5% (for both old and 
new assets) to 1% for old assets and 15% for new assets. 

The MEEP expressed its intention to redesign the PSO 
mechanism later in 2020 to minimise or even get rid of market 
distortions. However, a recently published draft does not 
introduce any significant changes. The key suggestions include 
the possibility for the GB to sell power via bilateral agreements 
and to set a lower GB-specific bid cap for the DAM/IDM, in an 
attempt to decrease the DAM price. 
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General Market Structure IPS 

 

 

This section gives a simplified graphical representation of 
electricity volumes and money flow on the Ukrainian market. 
Calculations are made by LCU based on the electricity forecast 
balance for 2020, our analysis and assumptions of key market 
data, and consider current legislation.  

Figures below show net electricity flows between main groups of 
market participants and segments (left to right). Monetary flows 
(right to left) are presented for the electricity component only, 
meaning all other components of the final electricity price (TSO, 
DSO tariffs, taxes and levies etc.) are excluded for simplification. 

The IPS trading zone is heavily regulated, PSO for households 
distorting competition and affecting money flow. Organised 
market segments (DAM/IDM/BM on Figures 7, 8) are mostly 
dominated by nuclear power and divided between the two big 
market players, the GB and EA. Bilateral agreements are 
controlled mostly by private TPPs with no competition. Such a 
design allows TPPs to withdraw intragroup consumers and 
household consumption via PSO from the market, thereby 
decreasing the demand on organised segments. Prices for 
ÈÏÕÓÅÈÏÌÄÓ ÁÒÅ ÒÅÇÕÌÁÔÅÄ ÁÎÄ ÓÅÔ ÂÅÌÏ× 7%- ÐÒÉÃÅÓȢ 4ÈÅ '"ȬÓ 
activity on the market is heavily regulated. 

Figure 7. Electricity volumes flow on the market [IPS, TWh] 

 
Source: LCU estimates 

Total market turnover is around 121 TWh and around 120 UAH bln 
(only the electricity component, all other tariffs, RES surcharge 
etc. are excluded). 

Under the PSO scheme, EA sell to GB at 567 UAH/MWh, UHE sells 
to BG at 674 UAH/MWh, while the household tariff in some 
regions does not cover even these low prices. 

Figure 8. Money flow on the market* [IPS, UAH bln] 

 
*electricity component only, other final price components, e.g. TSO/DSO tariffs, are excluded 
Source: LCU estimates 
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General Market Structure BEI 
 

 

The BEI trading zone is synchronised with ENTSO-e and 
ÄÉÓÃÏÎÎÅÃÔÅÄ ÆÒÏÍ ÔÈÅ ÍÁÉÎÌÁÎÄȬÓ )03ȟ ÃÒÅÁÔÉÎÇ Á ÃÏÍÐÌÅÔÅÌÙ 
different market environment. 

In the BEI, the GB is buying electricity for households on the 
market, under the PSO scheme since there is no supply from NPP 
or HPPs. At the same time, the GB is also selling RES on the DAM, 
sometimes effectively buying electricity from itself.  

LCU estimates that a significant volume of electricity imported to 
the BEI goes through the DAM (details on page 15). This electricity 
is most likely re-exported back to EU. 

"%)ȬÓ ÇÅÎÅÒÁÔÉÏÎ ÉÓ ÈÉÇÈÌÙ ÃÏÎÃÅÎÔÒÁÔÅÄȟ ÔÈÅ $4%+-owned 
Bursthyn TPP controlling over 90%. Our analysis indicates that 
DTEK is also controlling most of the import allocations, which 
allows them to establish a strong control over prices on all market 
segments.  

Figure 9. Electricity volumes flow on the market [BEI, TWh] 

 
Source: LCU estimates 

Total market turnover is around 15 TWh and around 13 UAH bln 
(only the electricity component, all other tariffs, charges and re-
export are excluded). 

 

4ÈÅ "%)ȬÓ ÐÒÉÃÅÓ ÈÁÖÅ ÁÌ×ÁÙÓ ÂÅÅÎ ÈÉÇÈÅÒ ÔÈÁÎ ÉÎ ÔÈÅ )03ȟ ÄÕÅ ÔÏ 
the exercise of market power. 

 

Figure 10. Money flow on the market [BEI, UAH bln] 

*electricity component only, other final price components, e.g. TSO/DSO tariffs, are excluded 
Source: LCU estimates 
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Organised Wholesale Market Segments Overview IPS 

 

 
The wholesale electricity market had experienced a certain period 
of stability and then went into ongoing turbulence. For the period 
covered, our analysis identifies four phases on the wholesale 
market. Each is described by a set of metrics across organised 
market segments, giving a comprehensive picture of market 
reactions.  

Phase I: Jul-3ÅÐȭΧί. Stable DAM volumes, supply matches 
ÄÅÍÁÎÄ ÃÌÏÓÅÌÙ ÄÕÒÉÎÇ ÐÅÁË ÈÏÕÒÓ ÁÎÄ ȬÄÅÆÉÃÉÔȭ ÏÆ ÓÕÐply persists 
during off-peak hours (Figures 11, 15). This resulted in stable high 
prices, with minimal deviation from price caps.  

This coincides with a stable average load, relatively low NPP 
output and few balancing market activations. Phase I is a period 
of stable exercise of market power. 

During Phase I, prices are at their highest possible level. There is 
close correlation between NPP generation and DAM supply 
(Figure 16). Stable load and NPP output fixed the balance of 
market powers for three months, while the impact of changes to 
the legislation was insignificant. 

Phase II: Oct-.ÏÖȭΧί. Prices begin to drop, significantly deviating 
from caps, reaching results under 1,000 UAH/MWh for a week. 
This is most likely driven by increased NPP output during a partial 
withdrawal of demand from the DAM. Fluctuations in TPP 
generation did not affect supply significantly. TPPs seem to have 
no significant DAM impact, as shown in market shares (Figure 17). 
TPPs shifted their volumes to the BM, challenged by excess 
nuclear on the DAM.  

Average DAM shares decreased and remained stable. While the 
load increased, NPP output followed. DAM structure on seller side 
being dominated by nuclear (Figure 17), this increase of NPP 
supply resulted in the deficit of supply gradually turning into 
surplus, during both peak and off-peak hours. 

This surplus in the system has also affected TPPs, struggling on 
the DAM. We see significant increase of down activations in the 
balancing market, lowering average TPP output for several 
weeks. On the contrary, BM prices for up-regulation increased, 
likely a result of limited supply. Data on TSO commands beyond 
the BM merit order is being published, starting .ÏÖȭΧίȢ /ÕÒ 
analysis shows a significant number of such emergency 
commands, hinting to market players creating an artificial scarcity 
of bids. 

DAM prices dropped below existing minimum BM price caps, 
triggering a review of BM rules. This linked the price caps to DAM 
ÒÅÓÕÌÔÓȟ ÓÔÁÒÔÉÎÇ ÆÒÏÍ $ÅÃȭΧί. 

Phase III: $ÅÃȭΧί-ÍÉÄ *ÁÎȭΨΦȢ DAM shares recover to levels 
comparable to Phase I - mainly due to increased demand, as TSO 
and DSOs join the market in 2020. Prices begin to slowly rise, 
peak prices staying below caps, while the off-peak price returns 
to a capped level. Meanwhile, DAM supply exceeds demand for 
all peak and off-peak hours. Off-peak supply starts to steadily 
grow, at unchanged prices. Missing impact on the off-peak prices 
at growing supply level signals that market players tend to bid at 
the highest possible level. 

At the same time, the GB starts to sell less and less on the DAM, 
pushing its surplus to be sold as imbalance at lower prices. 

Phase IV: Mid Jan-&ÅÂȭΨΦ. DAM prices fall again, surplus goes 
higher than ever before, even at a stable load and NPP output. EA 
and the GB struggle to sell most of their power on the DAM. 
Intraday volumes increase, as the GB and EA try to avoid lower 
imbalance prices. Even more nuclear goes to imbalances, 
lowering BM prices, being linked to DAM prices. TPPs are pushed 
out of the DAM even more while BM activations go down. Again, 
low prices may keep players away from bidding on the BM. 

)ÍÐÅÒÆÅÃÔ ÂÁÌÁÎÃÉÎÇ ÍÁÒËÅÔ ÒÕÌÅÓ ÁÎÄ ȬÁÒÔÉÆÉÃÉÁÌȭ ÓÕÐÐÌÙ ÏÎ $!- 

During Phase III and IV, nuclear surplus flooded the DAM. 
According to market regulation, there was no way for NPPs or the 
GB to sell surplus via bilateral agreements, resulting in significant 
parts of nuclear output ɀ and during some hours, all of it ɀ being 
sold as imbalances. According to BM rules, the price was always 
up to 30% lower than DAM results. 

These stable conditions allowed traders to adjust strategy and 
adapt to market rules. They could sell any amount on the DAM, 
only limited by financial guarantees, even lacking a source for that 
power. The DAM clears daily, with instant cash inflow. Later on 
the BM, the imbalance position for such traders is negative, 
forcing them to buy power at imbalance prices. Those being, 
during surplus, consistently lower than on the DAM, traders made 
a margin simply off a price difference.  

This scheme pushed DAM supply unreasonably high, squeezing 
even more nuclear out of the day-ahead into imbalances, creating 
a positive feedback effect. This loophole effectively syphoned 
away millions of hryvnias from the system by redistributing 
money flow from EA and the GB to speculative suppliers. 

#ÈÁÎÇÅÓ ÔÏ "- ÒÕÌÅÓ ÅÆÆÅÃÔÉÖÅ ÆÒÏÍ -ÁÒȭΨΦ ÓÅÔ Ô×Ï ÄÉÆÆÅÒÅÎÔ 
prices for balancing responsible parties. BRPs now either sell their 
positive imbalance below DAM price or buy their negative 
imbalance above it. This effectively closed the loophole, but the 
damage has already been done, fuelling growing crisis in the 
market, which we briefly describe on page 19. 

DAM structure 

The DAM is dominated by nuclear and renewable sources. EA and 
the GBȭs share is 65-70%. On the demand side, half the volumes 
are bought by non-regulated suppliers. Increased demand in 
*ÁÎȭΨΦ ×ÁÓ ÄÒÉÖÅÎ ÂÙ ÃÈÁÎÇÅÄ 03/ȟ ÅÆÆÅÃÔÉÖÅ ÆÒÏÍ *ÁÎȭΨΦȢ 3ÔÒÉÃÔÅÒ 
control over household consumption was introduced, forcing 
USSs to buy less from the GB at low prices and go to the market. 
System operators are now buying power to cover technical losses. 
USSs-TSO-DSOs combined DAM share is about 45%. 

During Phase IV, DAM demand went down, against stable 
consumption. This means that demand shifted from the DAM, 
most likely to the BM. Suppliers may have just waited to buy their 
imbalance at a lower than DAM price, while they could also pay 
with a delay ɀ contrary to DAM daily clearing.  

400ÓȬ $!- ÓÈÁÒÅ ÉÓ ΧΦ-15%. They most likely tend to sell via 
bilateral agreements, as they have almost exclusive access to this 
segment. We analyse details in bilateral agreements on page 16. 
























