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Electricity market opening on July 15t 2019 may have negative combined

impact on final prices for industries and economy as a whole

Critical issues

Risks

PSO mechanism not operational
before market opening

Universal service suppliers
exposed to financial losses

v

Debts and non-payments remain
unresolved

DSOs may try to cover losses
through related suppliers

Consequences

Lower competitiveness

of Ukrainian industries

Lack of verification of
commercial metering data
submitted by DSOs

Potential abuse and data
manipulation to discriminate
independent suppliers

Independent suppliers going
bankrupt, supply segment
becomes monopolised

Low quality of commercial
metering data

Exposure of independent suppliers
to higher balancing costs

S

No sufficient testing conducted
before market opening

Interruptions due to errors and
technical failures leading to
disruption of cash flows

A 4

Industrial consumers cannot
minimize the costs of their power
purchase portfolio

NEURC has no rights to Abuse of market power in .| High volatility and less liquidity
establish price caps on market > ; L >
oligopolistic situation on DAM and IDM
segments

Final effect

Risk of inflation and

increase of prices all over

o

the economy

Retail prices increase

t

Auctions for bilateral
agreements for state-owned
generation not operational
before market opening

ﬂk

Bilateral agreements segment
dominated by private companies

?

Energoatom loses share of base
load product

Wholesale market price
increase

Energoatom, Ukrhydroenergo,
Centrenergo cannot sell their
power long-term

y

Suboptimal dispatch of power
plants and risks to system
stability

Increase of coal
generation share in
power mix —more CO2

System costs increase
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There is not enough time to repair everything, though critical risks can be
mitigated. Changes to the Law “On electricity market” are required.

Critical issues

PSO mechanism not operational
before market opening

Potential remedies

Changes required

PSO mechanism through financial
settlements, which will not distort market
pricing and liquidity

Regulation on PSO should be designed and
\b submitted by NEURC according to the article

Debts and non-payments remain
unresolved

62 of the Law “On electricity market”

Lack of verification of
commercial metering data
submitted by DSOs

Only a viable debt settlement procedure can
address this issue

————,| Lawon debt settlement to be adopted in the
Parliament

Reduce the time for providing the data for
reconciliation

Changes to the market rules

Low quality of commercial
metering data

Establish a strong financial liability for
wrongful data submitted by commerecial
meter operators

Changes to the Law “On electricity market”

No sufficient testing conducted
before market opening

Postponement of the market opening till at
least 01/10/2019

Add a new point to Transitional provisions

Changes to the Law "“On electricity market”

NEURC has no rights to
establish price caps on market
segments

Legally enforce participation in testing for all
market players with clear liabilities

Transitional provisions, p. 1 and 2

Allow the Regulator to establish price caps
for a limited duration of time

Changes to the Law “On electricity market”

Auctions for bilateral
agreements for state-owned
generation not operational
before market opening

Allow opening of different market segments
at different moments of time

Add a new point to Transitional provisions

Allow trading on DAM and IDM only for the
first 6-12 month

Changes to the Law “On electricity market”

Transitional provisions, p. 2

Establish a trigger event for bilateral
agreements opening, e.g. successful auctions
and registration of signed long-term PPAs




