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The Market Monitoring Report provides anin -depthyear -on -
year analysis of the remaining barriersto  the well -functioning
of the IEM and provides recommendations
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Source: MMR link -> http :// www.acer.europa.eu/en/Electricity/Market%20monitoring/Pages/Current - edition.aspx.
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Some background to the fifth MMR

Key milestones Novelties

- 21 Sept: electricity m  Development of policy volume
and gas wholesale complementing the technical volumes
workshop

m  Earlier publication of wholesale volumes

- 9 Nov: presentation of
the MMR to the public m Use of aggregated REMIT data for assessing

gas hubs, further enhancing analytical rigour

- 9 Nov: presentation to
European Parliament, s State of play on implementing dynamic
ITRE Committee pricing




Introduction

Consumers in 2015 finally saw some benefits in terms of lower
prices, except for electricity HHs for whom, on average, final
prices kept on increasing

Electricity and gas post -tax price trends for household and industrial
consumers in Europe I 2008 1 2015 (euro cents/kWh)
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Source: Eurostat (26/04/2016) and ACER calculations.
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The share of non -contestable charges I n hous
and gas bills keeps rising , Starting to squeeze competition out
Composition of electricity and gas post -tax price (POTP) for household
consumers in Europe I 2012 71 2015 (euro cents/kWh)
Electricity Gas
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Underlying better functioning market dynamics are to some degree offset by

government intervention

Source: ACER Retail Database and information from NRAs (2015 ). Note: Data is based on offers for households

in capital cities.



Recommendation on non - contestable charges

s Reduce the incidence of charges not related to supply costs in end-user
prices.

m  MSs may wish to consider whether the costs of funding RES support and other
similar schemes could be covered in ways other than through charges on

energy prices.

m) A lower incidence of the non-contestable part of end-user prices may promote
C 0 N S u nnéerest il switching supplier.
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Increasing  levels of convergence in supply costs are being
observed in recent years, indicative of further market Integration

2015 ¢ alculated gas sourcing cost per EU MS compared to TTF(= 21.0 a4 /MWh )
<=1 euro/MWh

| 1-3 euro/MWh
B >3 euro/MWh

A Influence of lower oil
prices and gas
oversupply

A Impact of reverse-
flows

A Hub functioning

A Improved LNG
competitiveness
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As such, the dispersion in the energy component of retail prices across EU MSs
tends to be lower in gas than in electricity

Source: ACER estimates based on NRA input, Eurostat Comext, BAFA, Platts. Suppliersé sourcing CoOS-g

based on a weighted basket of border import and diverse hub product prices. For some countries sourcing of own
production occurs at lower cost than the imports (e.g. HR, RO ).




Recommendation on gas wholesale markets (1)

s Refrain from introducing new market model rules, pending the ongoing
Implementation of the Gas Target Model and of the Network Codes. The
ongoing effort to redesign the electricity wholesale market may not
necessarily warrant a (similar) change in the gas market model, which seems

to be working well. The market needs to play fully without undue intervention.

m Address any remaining infrastructure bottlenecks. In a few EU MSs, the
limited interconnection capacity seems to explain higher market concentration
and supply sourcing costs. Examples of such critical gaps are the bi-
directional corridors linking Greece-Bulgaria-Romania-Hungary and Poland-
Baltics.

= Investments in new regulated infrastructure shall nonetheless be selective,
have a regional perspective and be based on validated CBA methodologies to
reduce the risk of any overinvestment.




Gas wholesale markets

ACER CEER><

- Agency for the Cooperation Council of European
of Energy Regulators Energy Regulators

While the gas hub model is working better, the heterogeneity in
hub development impacts retail competition
A ranking of EU hubs based on 2015 monitoring results

Established hubs

Advanced hubs

Emerging hubs

llliquid hubs

Source: ACER.

Broad liquidity

Sizeable forward
markets which
contribute to
supply hedging

Price reference
for other EU hubs
and for long-term
contracts
indexation
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High liquidity

More reliant on spot
products and
balancing operations

Progress on supply
hedging role, but
relatively lower
longer-term
products liquidity
levels results in
weaker price risk
management role

Improving liquidity
from a lower base,
taking advantage of
enhanced
interconnections

Liquidity partially
driven by market
obligations imposed
on incumbents

Still significant
reliance on long-
term contracts

promote competition in retail markets

Reliance chiefly on
long-term
contracts

Early-stage
organised market
places or lack of a
hub

Absence of an
entry-exit system in
some markets

Well -functioning hubs provide more options to hedge supplies, which also helps to
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