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1.
SCOPE AND OBJECTIVES
The present operational procedure regulates the methods of monitoring and evaluating the centralized markets adminstrated by the TSO in order to assess the eficiency and competition level of markets and to prevent the anticompetitive practices according to The Commercial Code of the Wholesale Electricity Market, The Technical Code of the Electricity Transmission Grid – Part II and The Methodology of Wholesale Electricity Market Monitoring for Assessing the Competition Level on Market and Preventing the Abuse of Dominant Position.
2.
FIELD OF APPLICATION
The present operational procedure applies within the UNO-DEN, in monitoring the operation of the Balancing Market, the Ancillary Services Market and the Market for Allocation of Cross-Border Capacities.

3.
DEFINITIONS AND ABBREVIATIONS
3.1. Definitions 

The terms used in the present operational procedure are explained below. 
The terms already defined in The Commercial Code of the Wholesale Electricity Market,The Methodology of Wholesale Electricity Market Monitoring for Assessing the Competition Level on Market and Preventing the Abuse of Dominant Position (revision no.1), as well as in The Technical Code of the Electricity Transmission Grid, have the same meaning in the present operational procedure.
3.1.1. Abuse of dominant position = Anticompetitive practices of a participant on a determined electricity market which holds a dominant position on that market;
3.1.2. Anticompetitive practices = Practices which have as an object or may affect the commerce or prejudice the consumers, by restriction, prevention or distortion of the competition;
3.1.3. Abnormal market behaviour = Any inconsistency between trade intentions of a participant (expressed by his offers, notifications, etc.) on a specific market in a specific time period, on one hand, and its previous behaviour or the public data describing the specific moment, on the other hand;
3.1.4. Inadequate market bevahiour = Behaviour deviated from ANRE regulation framework and related procedures with possible negative effects upon market efficiency and system security;
3.1.5. Participant market share = The participant sales/purchases share of the total volume of sales/purchases made on the market; according to the present operational procedure provisions, the market share may by calculated also based on the available generation capacity /  import capacity or based on the market participant offers/bids compared to the total offers/bids of the same type from the market;
3.1.6. Dominant position = A company is significantly able to act independently from his competitors and clients on a relevant market. In the related literature the term market power it is also used having a very close meaning;
3.1.7. The Available Offer = The offer on the balancing market that takes into consideration the type of regulation that the Dispatchable Unit can frame into, the availability declaration, the physical notification, the technical minimum and the loading/unloading speed of the DU. 
· For the slow tertiary upward regulation: the difference between the availability and the physical notification

· For the slow tertiary downward regulation: the physical notification
· For the fast tertiary upward regulation: the minimum between (the difference between availability and the physical notification) and (the value obtained by multiplying the loading speed with 15 minutes)
· For the fast tertiary downward regulation: the minimum between (the difference between availability and the physical notification) and (the value obtained by multiplying the unloading speed with 15 minutes)
· For the secondary upward/downward regulation: the secondary regulation half-range
3.2. 
Abbreviations
3.2.1       ANRE – Romanian Energy Regulatory Authority
3.2.2        MMD – The Market Monitoring Department from Transelectrica
3.2.3        DL  – Dispatchable Load
3.2.4        CD – Commercial Division
3.2.5        DI – Dispatching Interval
3.2.6        BMO – Balancing Market Operator
3.2.7        MO – Electricity Market Operator (SC OPCOM SA)
3.2.8        TSO – Transmission System Operator
3.2.9        BM – Balancing Market
3.2.10 BRP  – Balance Responsible Party
3.2.11 DAM – Day-Ahead Market
3.2.12 NPS – National Power System
3.2.13 DU – Dispatchable Unit
3.2.14 UNO-DEN – National Power Control Operational Unit
4. REFERENCE DOCUMENTS

4.1. The  Commercial Code of the Wholesale Electricity Market; 
4.2. The Technical Code of the Electricity Transmission Grid;
4.3. Electricity Law; 
4.4. The Methodology of Wholesale Electricity Market Monitoring for Assessing the Competition Level on Market and Preventing the Abuse of Dominant Position. (revision no.1) – A.N.R.E Code.: 35.2.407.0.01.07/12/2006;
4.5. Competition Law no. 21/1996, republished.
5. RESPONSIBILITies 
5.1 MMD:
5.1.1 Evaluates the way market participants apply and comply with the rules and procedures, according to the Commercial Code and Technical Code of the Electricity Transmission Grid – Part II.
5.1.2 Monitors the participants behaviour on the markets;
5.1.3 Prepares and sends reports to ANRE, on a weekly and monthly basis, according to the terms described in ANRE’s Methodology of Wholesale Electricity Market Monitoring for Assessing the Competition Level on Market and Preventing the Abuse of Dominant Position.
5.1.4 Periodically informs ANRE about aspects that suggest an inadequate operation of the centralised markets managed by TSO.

5.1.5 Periodically informs ANRE about aspects that suggest anticompetitive practices or inadequate market bevahiour of any market participant.

5.1.6 Recommends possible solutions for fixing the situations of inadequacy in markets operation (proposals for ammendments of the Commercial Code and any other regulations and procedures connected with it, proposals for warning the market participants);

5.1.7 Publishes monthly reports, both in Romanian and in English, containing a synthesis of data resulting from the monitoring activity;
5.1.8 Elaborates systems of collecting, recording, processing and disseminating the information resulting from the centralised markets operation managed by TSO;

5.1.9 Verifies that all the informations specified in the Comercial Code are published on Transelectrica’s website, with the frequency and in the format stipulated there.
5.2 BMO:

5.2.1 Collects and keeps records of all the informations resulted from the operation of BM, sending to MMD the daily/monthly/annually reports created by the IT platform and any other requested informations. 
5.2.2 Publishes on its own website all the informations specified in the Comercial Code, with the frequency and in the format stipulated there and detailed within internal procedures, validated by ANRE;
5.2.3 Sends to ANRE, on a daily basis and in electronic format, all the informations specified in ANRE’s Methodology of Wholesale Electricity Market Monitoring for Assessing the Competition Level on Market and Preventing the Abuse of Dominant Position.

5.3 CD:

Collects and keep records of all the informations resulted from the operation of:  

· Ancillary Services Market
· Market for Allocation of Cross-Border Capacities
sending to MMD the daily/monthly/annually reports created by the IT platforms of this markets and any other requested informations.

6. Mode of OPERATION
6.1 Neccessary informations for markets monitoring
6.1.1  Daily informations provided by BMO, in electronic format, for BM monitoring
a) The offered volumes on the BM, on type of regulation, compared to the producers availability declarations (on DI / DU / aggregated on participant and DI);
b) The offered volumes on the BM, compared to the contracted / neccessary reserves, on type of reserves (on DI / DU / aggregated on participant and DI);

c) The availability declarations, as well as the reasons transmitted to BMO for the availability reductions, compared to the technical limits declared in the data base:

· transmitted by the producer before the deadline for sending the physical notifications for the Delivery Day (the last version);

· settled by TSO according to Art.10 of the Technical Code – Part II;
· transmitted by the producer after the deadline for sending the physical notifications for the Delivery Day, according to Art. 10.5 of the Technical Code – Part II;

d) The merit order, containing both the quantities and prices offered for upward /downward regulation on the BM (on DI/DU); 
e) The maximum and minimum price offered on the BM, compared to the maximum price allowed (if any), on DI;
f) The standing offers (for each qualified DU for slow tertiary regulation and for each DL);
g) The statistics concerning the acceptance or rejection of the offers, specifing the reasons of the rejection (on DI / DU / aggregated on participants and DI);
h) Notified production, compared to the predefined technical limits for each of  the following physical notifications:

· transmitted by the producer before the deadline, according to Art. 23 of the Technical Code – Part II (the last version), specifing if it was approved by TSO;
· implicit, settled by TSO according to Art. 34 of the Technical Code – Part II;
· resulted after the TSO correction of an invalid physical notification, according to Art. 43 of the Technical Code – Part II; 
· resulted after modification, requested by the producer, of the approved physical notification, after the deadline for the Delivery Day;
i) The statistics concerning invalidation of physical notifications (on causes, participants and BRPs);
j) BRPs’ physical notifications in imbalance compared to the difference between the priority generation offered on the DAM, valided by MO, and the priority generation actually traded on DAM;
k) The unharmonized exchanges between BRPs, for each trading area and DI, as well as the values settled after TSO’s correction of physical notifications, according to Art. 45 of the Technical Code – Part II;
l) The exports / imports from the physical notifications, for each border trading area, for each trader and aggregated on BRPs, compared to the transfer capacities allocated to parties;
m) Consumption forecast for each BRP, and separately the consumption forecast for DL;
n) Planned consumption for each DL, according to the last physical notification transmitted before the deadline of the Trading Day, previous to the Delivery Day;
o) Available offers for secondary and tertiary regulation (quantity-price), for each type of  regulation (on DI / DU / aggregated on participant and DI);
p) Selected energy for balancing and congestion management for each type of regulation (including the secondary regulation band selected by the dispatcher), on DI / DU / aggregated on participant and DI;
q) Prices of selected energy on BM and the marginal price for secondary regulation (on DI / DU); 
r) Other informations resulted from the BM operation, transmitted to MMD in a previously agreed format, in order to perform specific analysis.
The records will be associated with: 

· the identification code of the participant

· the Delivery Day
· the Dispatching Interval DI
· the time stamp certifing the entrance in the IT platform
6.1.2 Monthly informations provided, in electronical format, by BMO for BM monitoring
a) Daily selected quantities of the balancing energy (separately for congestions management) on DI, producer and type of regulation, as well as the monthly sum on type of regulation;
b) Daily actually delivered quantities of the balancing energy (separately for congestions management), on DI, producer and type of regulation, as well as the monthly sum on type of regulation;

c) Monthly total costs / incomes on BM, specifing separately the costs/incomes for congestions management;
d) Maximum, minimum and average prices for each type of regulation;
e) Other informations resulted from the BM operation, transmitted to MMD in a previously agreed format, in order to perform specific analysis.

6.1.3 Information provided by CD, for monitoring the Ancillary Services Market
a) The quantities and prices offered by the market participants, for each type  of reserve (secondary regulation, fast tertiary regulation, slow tertiary regulation, capacity reserve), for each Delivery Day and DI (weekly/monthly reports);
b) The quantities contracted and the acquisition prices, for each type of reserve (secondary regulation, fast tertiary regulation, slow tertiary regulation, capacity reserve), for each Delivery Day and DI (weekly/monthly reports);
c) Contracting method (regulated, auction or negotiation) for each of the contracted reserves, each type of reserve (secondary regulation, fast tertiary regulation, slow tertiary regulation, capacity reserve), for each Delivery Day and DI (weekly/monthly reports);
d) Price establishment method (regulated by ANRE, auction or negotiated) for each of the contracted reserves, each type of reserve (secondary regulation, slow tertiary regulation, capacity reserve), for each Delivery Day and DI (weekly/monthly reports);
e) Other informations resulted from the Ancillary Services Market operation, transmmited to MMD in a previously agreed format, in order to perform specific analysis.

6.1.4 Information provided by CD, for monitoring the Market for Allocation of Cross-Border Capacities
a) Available transfer capacity, for each line or group of lines in a cross-border section, for each direction (import/export) and correspondent time interval, for each allocation session (daily/monthly/annualy reports);
b) Requested quantities and prices offered by each participant at the auction, for each line or group of lines in a cross-border section and for each direction (import/export), stating the adequate time interval, for each allocation session (daily/monthly/annualy reports);
c) The allocated quantities for each participant after the auction, for each line or group of lines in a cross-border section and for each direction (import/export), as well as aggregated data on participants, direction (import/export), each line or group of lines in a cross-border section (daily/montly/annualy reports);

d) The requested and allocated quantities, after the allocation session, for each participant, each line or group of lines in a cross-border section and each direction (import/export), the manner in which this capacity resulted as available and allocation criteria, as well as aggregated data on participants, direction (import/export), each line or group of lines in a cross-border section (daily/monthly/annualy reports);
e) Other informations resulted from the operation of the Market for Allocation of Cross-Border Capacities, transmmited to MMD in a previously agreed format, in order to perform specific analysis.

6.2 Monitoring compliance with market rules
6.2.1 It is realized based on the received reports, according to art. 6.1., the purpose being to detect the causes that lead to the violation of the rules and finding solutions for avoiding this situation in the future.
6.2.2 MMD as well as the participants at the markets managed by TSO, may propose ammendments of the Commercial Code and any other regulations and procedures connected with it.
6.2.3 The market participants send their proposals to MMD (on Transelectrica website), who then use them to elaborate the suggestions to ANRE. 
6.2.4 After ANRE approval, MMD:
· publishes on Transelectrica website the modified version of its own procedures, approved by ANRE, specifing the data from which they come into force.
6.3 Monitoring the markets operation
6.3.1 Indicators of markets efficiency/performance
In order to asses the market efficiency and performance, MMD monitors:
a) The available energy for balancing, for each DI of the Delivery Day, for each DU or DL, each type of  regulation (secondary, fast tertiary or slow tertiary), upward or downward regulation.

b) The energy traded and prices on BM, for each type of regulation and each DI: minimum, maximum values, statistical distribution, percent from total consumption, comparison between the prices on BM and DAM;
c) The congestion costs versus total costs of balancing electricity;

d) Correlation level between prices on BM and traded volumes;
e) Correlation level between prices on BM / negative imbalance price/ positive imbalance price and the internal consumption;
f) Volatility of negative imbalance prices and positive imbalance prices;

g) The consumption forecast for NPS (National Power System), compared to the real consumption: minimim and maximum differences, statistical distribution;
h) Power reserve on peak load;
i) Unavailable generation capacity in the power system – hourly;
j) Prices on ancilliary services contracts, on reserve type;
k) Volumes offered/traded on ancilliary sevices contracts on reserve type;
l) Requested and allocated transfer capacities on the interconnection lines, offered  and settled prices for each line or group of lines in a cross-border section, for each direction, each allocation interval, comparision to former periods;

m) Level of usage of transfer capacity on interconnection lines, on directions (import/export) and borders (monthly average values);

n) Imported/exported energy, on borders (commercial transactions);
o) Annual share of newly installed generation capacity (compared to the installed power in the entire system at the beginning of the year);
p) Annual share of generation capacity out of use (compared to installed power existing at the beginning of the year);
6.3.2 Indicators of markets structure/concentration
In order to identify the participants which have a dominant position on the market and to evaluate the level of market concentration, following indicators will be determined and analized: 
a) Market concentration ratio
· it can be calculated hourly (on offpeak hours, day hours, peak hours), daily (working days, holidays), monthly, annually;
· it is analized the market share of the largest market participant (C1) and total market share of top 3 market participants (C3); C1 and C3 are expressed in %;
· it is calculated for each type of product traded on the market, on offered/selected/delivered quantities.
Nottice: In accordance with EU practices, the significance of C1 and C3 values is the following:
· Values higher than 20% may be  a concern for the competition level;

· A value of C1 > 40% may suggest a dominant position on the market; 

· A value of C1 > 50% is an indication of a dominant position on market.
· C3 almost 0%, perfect competition;

· 40%<C3<70%, medium concentrated market 

· 70%<C3<100%, highly concentrated market.

b) Hirschman-Herfindahl Index (HHI):

· for each market, HHI index is the sum of squared market shares of participants 
· expresses the  level of market concentration
· it can be calculated hourly (on off peak hours, day hours, peak hours), daily (working days, holidays), monthly, annually, specifing the minimum and maximum values for each interval, separately for each product traded on the market:
· balancing energy on BM, for upward / downward energy, for each type of regulation
· ancillary services for each type of reserve 

· transfer capacity on each interconnection line / border section and aggregated values
Nottice: In accordance with EU practices, the significance of HHI values is the following:

· HHI almost 0, perfect competition;

· HHI < 1000 unconcentrated market; 

· 1000 < HHI < 1800 medium concentrated market;

· HHI > 1800 highly concentrated market; 

· HHI = 10000 monopoly.

c) Indicator of relevant generator (PSI/RSI):
· shows which is the upper limit on which the generator/market participant’s available offer is necessary to ensure the system demand, after considering the other generators/market paricipants available offers.
· it can be calculated hourly for each generator/participant on the market, at upward/downward energy, for each type of regulation, using the formula:
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where:
k,j = index of generators/participants on the market
i = hourly interval
Ok,j (i) = available offer of the generator/participant on the market during i hour

Vj(i) = quantity delivered by the generator/participant on the market during i hour
· PSI is equal to 1 if rj is smaller than 1 and 0 otherwise
· RSI is a version of PSI, calculated for the generator/participant with the highest offer during i hour.
Nottice: In accordance with EU practices, the significance of PSI/RSI values is the following:

· PSI = 1, the generator/market participant is relevant (absolutly neccesary for covering the load) – in this case, this generator/market participant may control the price, which means lack of competition;
· Sheffrin screen test: RSI expressed in % must not be less than 110% for more than 5% of hours per year, in order to express a fair competition on the market.
d) Minimum number of residual generators (NPS):
· it is defined as the minimum number of generators/market participants in the absence of which the system demand during i hour can not be ensured:
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where:

j index of generators/market participants (arranged by size in decreased order, j=1 being the largest one); i hourly interval
Nottice: In accordance with EU practices, the significance of NPS values is the following:

· NPS ≤ 4 offers information about the possibility that some agreements may exist between the generators/market participants
e) Other structural indicators, relevant for electricity markets, may be calculated 
6.3.3 Indicators for evaluating the market participants behaviour
To identify any abnormal, inadequate or anticompetitive behaviour of the market participants, the following indicators are monitored:
a) PSI duration curve;
b) The way market participants bids are made and the significant changes in their bidding (offers at excessive high/low prices made by market participants, unusual offered volumes etc);

c) Available offer for balancing for each DU and for each DI, compared to those contracted as ancilliary services;

d) Final notifications of priority generation;

e) Physical notifications in imbalance;

f) Frequent mistakes made in offers/notifications
6.4 Actions taken by MMD as a result of market monitoring
6.4.1  MMD elaborates reports, analysis and periodically notifications, which include:

a) assessment of structure and performance of monitored markets based on here above mentioned indicators;

b) assessment of inadequate market operation and their possible causes;

c) analysis of abnormal, inadequate or anticompetitive behaviour of market participants and the actions undertaken/data collected for analysing the cases until the issuing report;
d) possible solutions for fixing the deviations found;
e) analysis of specific issues of electricity markets, in a specific context
6.4.2  If MMD identifies noncompliance with the market rules, an inadequate market operation or market participants behaviour, proceeds in the following way:
a) decides there is no need for further actions
b) notifies the participant publically or in private
c) asks for an increased number of records from the data base or more detailed reports
d) notifies ANRE
e) propose to ANRE possible solutions for fixing the identified situations (ammendments of the market rules, penalties, revoking of participants)
6.4.3 Depending on the importance and gravity of the encountered events, MMD notifies in writting ANRE as soon as possible, beside the periodical reports, about any possible case of abnormal, inadequate behaviour or anticompetitive practice of the market participants.
6.5 Criteria applied by MMD in defining neccessary actions 
6.5.1 The observed unconformity does not strongly influence the operation and the performance of the market.
In case of  minor or accidental rules violation, result of an error or due to the absence of an adequate procedure, the direct warning of the participant may be enough for the problem to be solved.
6.5.2 The observed unconformity strongly influence the operation and the performance of the market.
In this case, the unconformity is reported to ANRE, further investigations being needed in order to find a solution to the problem.  
6.6 Criteria applied for framing the unconformity in one of the categories previously mentioned: 
· cause of the unconformity (e.g induced by the IT platform)

· period of time until the unconformity is solved
· the cumulated effect of more than one identified unconformities
· the actions taken by the participant in order to solve the problem, including colaboration with MMD and the involvement at the management level.
7. Reports and Records
7.1 MMD prepares reports that contain informations about:

· the development tendences of the markets
· the performance of markets operation 
· the participants behaviour
The reports bring forward relevant unconformity cases or anticompetitive behaviour.
7.2 The monitoring reports are submitted to the management of Transelectrica, for analysing and making quick decisions for fixing the situation.  

7.3 MMD sends by e-mail, on a weekly basis (every Tuesday of the current week for the previous week) to the specialised department from ANRE, short reports on:
a) special events on the monitored markets happened during the previous week;
b) daily traded volumes on the BM (hourly values), as well as the percent from total consumption;
c) any other issues considered relevant.
7.4 MMD sends to ANRE on a monthly basis, until the 25th of the current month, a report (in written and electronic format) concerning operation of the monitored markets and the behaviour of market participants during the former month, with focus on:
a) indicators of market operation assessment
b) events of market malfunction and their causes
c) possible abnormal or inadequate behaviour, anticompetitive practices of the market participants 
d) actions taken by MMD for investigating and fixing the problems
7.5 The indicators used for processing and analysing the monthly settlements on BM and the settlements of market imbalances are comprised in the monthly report but with the delay specified in the Comercial Code neccessary for operating the mentioned settlement.
7.6 
For specific analysis, at ANRE request, TSO (BMO, CD, MMD) sends in a previously agreed format historical data from its own data bases.
7.7 MMD publishes on Transelectrica website monthly reports which comprise synthesis data resulting from the monitoring activity.
8. FINAL PROVISIONS
8.1 The present procedure will be revised after the consulting programs, concerning the market monitoring activities, would be completed.
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