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HUNTON WEM Development

Introduction : H&W’'s WEM Work

eParticipation in working groups related to Standard
contracts, WEM Agreement, Instructions

eAnalysis of WEM Law adopted by VR and vetoed by the
President of Ukraine

e Preparation of own Draft Law and Proposals for a WEM
Development Concept

eParticipation in official working group on the functioning
and development of the WEM
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HUNTON WEM Development

H&W WEM Development Concept: Phased
reform of the WEM

Preparation phase Phase I - Full Phase II -
Pool Bilateral Contracts

» Grid Code
» Physical bilateral
contracts

> Amendments to
WEM Agreement,
including Market
Rules

» Based on current
WEM model

Preconditions

» Balancing market

» Regulatory
Actions

» Transform
Energomarket State
Enterprise

Preconditions ;

~ 1 year 3 -4 years
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HUNTON WEM Development

Summary of Proposals for Phase I

eRemoval of administrative constraints of demand and
interference into scheduling and dispatch

eCreation of mechanisms to allow the NDC and HV
Operator to offer reliability of power supply

eEnforceable and meaningful contractual relationships
eReal measures to deal with non-payment

eSecure, transparent and direct cash payments
Privatized market administration function

eFinancial contracts to hedge against price risks
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HUNTON WEM Development
Areas of change

Creation of mechanisms to > - . . ]
alow the NDC and HY Prices to provide incentives

Operator to offer reliable

power supply ‘ Regulatory obligations to

Removal of administrative ta I’QEt SpECiﬂC objectives

constraints of demand and

et cneauling X Change from administrative
and dispatc

| | /’A interference to regulatory
Enforceable and meaningful : . £ ket b d
contractual relationships ' monltormg of market base

Real measures to deal ‘ 4/ reIationships
with non-payment
"', Adjustment of contractual

Secure, transparent and direct

cash Payments framework of the WEM
Privatized market administratiq / _ o
function / Adjustment of organizational
Financial contracts to fra mework Of the WEM

hedge against price risks
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HUNTON WEM Development

Prices to provide incentives

eGeneration prices should recover costs

*SMP should result from competition for a place in the
stack order

eUplift should cover all costs of system constraints and
forecast errors - but should be minimized using an
incentive mechanism

eCapacity fee should provide incentive for availability

eFees for ancillary services and reserves should recover
costs for these services

ePrice risk from market price fluctuations should be
addressed through financial contracts
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WILLIAMS WEM Development
Regulatory obligations to target specific objectives

(In addition to pricing mechanism and competition)

bbligation to purchase

sufficient ancillary
services from

market members

Cost covering prices for generation,
services and value-based pricing for

”
Lo peaking plant )
——

Reliability

Economic purchase
obligation
for suppliers

Wholesale price of pool,
adjusted by
financial contracts

—

—~

Economic Price
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%U&g%s WEM Development

Change from administrative interference to regulatory
monitoring of market based relationships

Fuehallocation | |Administration Mi energo | | De d limits
toGen of atgorithm ‘Opetativka’ C Res-441
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HUNTON WEM Development
WILLIAMS

Market organization and governance

Current State

Committee

Antimonopoly \ Market Members [+—___ |

Cabmin Mintopenergo

__»WEM Agreement |
" NERC ~ /
WEM Board

Keeper of
the Debt i Market

System
Operator

(Claims’ Administrator |
barrier)
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HUNTON: -
WILLIAMS

Current State

WEM Development
Contractual framework

Setting of tariffs,
price caps, algorithm

Cross-subsidies,
network charges

o

TSR RS -

Dispatch anifHV
Transmission Contract
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