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The Market Monitoring Report provides an in-depth year-on-
year analysis of developments in the IEM and on the remaining
barriers to its well-functioning, formulating recommendations

The Reports are available at: http://www.acer.europa.eu/Electricity/Market%20monitoring/Pages/default.aspx 2
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Main insights:

Public service obligations have been widely implemented
Disconnections are not monitored everywhere

Varied definitions of the concept of vulnerable customers
Varied regulation on the provision of customer information
Smart meters increasingly rolled out across Europe

Majority of complaints are related to price, contract or billing related
issues

e DSO service quality lags behind CEER recommendations
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Smart meters

Share of household customers equipped with smart meters for electricity in 2014

< 10 % of household customers

. 10 - 50 % of household customers

/Approximately \

half of MSs have
minimum
technical and
other
requirements in
their legislation
to ensure
benefit for
consumers

. > 50 % of household customers

Source: CEER Database, National Indicators (2014-2015).
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Consumer complaints

EU average share of final household customer complaints addressed
directly to NRAs, weighted by total number of complaints (electricity:
in total 62,728 complaints)

Customer
services

Connection to the grid Activation

3%

unclassified
4%

Metering
4%

“Price, contract or billing
related issues” ~ 58 %
“Service related issues” ~ 26 %

Disconnection

due to no or

late payment
5%

Quality of|

supply
6%

“Others” ~ 12 9%

Provider

change /

switching
7%

Unfair commercial
practices
8%
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In 2014 electricity demand decreased (-6% since 2008) while
RES generation continued to increase (almost tripled since 2008)

Evolution of electricity demand and generation from RES in Europe - for both demand
and RES generation - 2008=100
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Generation from intermitent RES (right axis) P Electricity demand (left axis)

Source: ENTSO-E and Eurostat (2015). Note: RES stands for renewable energy sources.
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Day-ahead market coupling has enabled a more efficient use of
available cross-zonal capacity and helps price formation of
hedging products

Percentage of available capacity (NTC) used in the ‘right direction’ on all EU
electricity borders — 2010-2014 (%)
+ Feb 2014: NWE (incl. GB-FR)
100% -  May 2014 : ES-FR

+ 2010-2013: Baltic market * Nov 2014 RO (CZ-HU-SK)
° * Jan 2011 SI-IT
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Source: EMOS and Vulcanus (2015).




Agency for the Cooperation

Council of European
of Energy Regulators

Energy Regulators

A C E R Electricity wholesale markets — adequacy CEER><

Uncoordinated development of Capacity Mechanisms (CM)
State of play — September 2015

Strategic reserves for DK2
region from 2016-2018
(and potentially also from
2019-2020)

Capacity auction
(since 2014 - first delivery
in 2018/19)

Capacity payments
(since 2007)
Considering reliability
options

Capacity requirements
(certification started 1
April 2015)

Capacity payments (since
2008) — Tendering for
capacity considered but
no plans

Capacity payments (Since
2010 partially suspended
between May 2011 and
December 2014)

- No CM (energy only mN

CM proposed/under consideration

CM operational

Strategic reserves (since
2007)

Strategic reserves
(since 2004 ) - gradual
phase-out 2020 and
considering a permanent
market-based system

after 2020

Debate ongoing

Strategic reserve
(from 2016 on, for2to 3
more years) - Capacity
market under
discussion

Strategic reserves
(since 1 November 2014)

Reliability options
(first auction end 2016,
first delivery of
contracted capacity is
expected in 2021)

New Capacity
Mechanism under
assessment by DG

COMP
(Capacity payments from
2006 to 2014)
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The completion of the Internal Gas Market is progressing, but
national markets are at different stages of development

Gas price formation is more and
more driven by gas-on-gas
competition factors

Renegotiation of existing long-term contracts to
include hub indexations

Lower demand within the EU
Lower demand for LNG globally

Still, in many MSs long term contracts drive the
price

Supported by...

Hub development

But some MSs have illiquid hubs

Enhanced infrastructure interconnectivity

But some MSs still depend on one supply source

euros/MWh

Overall EU gas wholesale prices
decreased in 2014, also driven by lower
oil prices

Comparison of selected EU MSs hub and cross-border
import prices — 2012 to 2014 (euros/MWh)
40

35

S883 8858883593388 5882-8 5393388588249

= NCGMADE) e Germany average border import
~= ZEE MA (BE) +++ Belgium imports from Norway
= PSVMA(T) e Italian imports from Russia



Agncyf the Coo p ratio
of Energy Regulato

A C E R Gas wholesale markets CEER/\

gy Regulators

There is an increasing price convergence among EU hubs as well
as a narrowing gap between hub and long-term contract prices

Comparison of Italian and German hub and border import prices — 2012
to 2014 - yearly average price in euros/MWh

Convergence among hubs Convergence among hubs and lorng-term contract prices

- . B
2012 - 2012 2012 @
34,5 29.0

25.0
- e

2014 - 2014 2014
21,7 25,4 23,3

0 50 0 50 0 50
mPSV MA =NCG MA mPSV MA mIT It BNCG MA mDE It

Source: ACER estimates based on Eurostat Comext, BAFA and Platts. 14
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Retail markets

The trend of rising final end-user prices seems to be changing
for industrial consumers

Post-tax EU28 retail prices from 2008 to 2014 (euro cent/kWh)
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Wholesale
energy prices
have been
decreasing over
the same period
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Industry benefits much more from retail competition than
household consumers
Relationship between the wholesale electricity price and the energy component of

the retail electricity price for household and industrial consumers in a selection of
countries 2008 to 2014 - (euros/MWh)
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Source: ACER Database, Eurostat, NRAs and European power exchanges data (2014) and

ACER calculations.
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RES and other non-contestable charges represent a larger part
of the final household bill, more in electricity than in gas...

Post-tax retail price breakdown - incumbents’ standard offers for households in
capital cities - 2012-2014 (%)

Electricity Gas

100% 8% | 100%
0
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%
2012 2013 2014 2012 2013 2014
®m Energy ® Network = Taxes = VAT mRES mEnergy ®Network wTaxes = VAT



ACER ER SN
A for the Coo ouncil of European
[ P ygy Raglacors Enaray Regutrtons

MMR 2015

® New structure and process foreseen
» MMR 2015 will consist of 5 documents

overview of all chapters
SU MMARY = main document
last document to be released

—_—

Wholesale Electricity Market

Each thematic

Wholesale Gas Market chapter will be
— released
Retail Energy Market separately after

its completion

Consumer Protection and
Empowerment —
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