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Abstract: This paper conducts a comprehensive evaluation of the ongoing development of legislation within
North Macedonia's electricity sector when compared against the corresponding legal framework of the European Union
(EV). Specifically, the initial overview promptly identifies North Macedonia's strategic alignment within the EU's po-
litical sphere and emphasizes the imperative need for consistent harmonization of national laws. Moreover, it becomes
evident that achieving full EU harmonization in the electricity sector necessitates cooperation and the fulfilment of
obligations stipulated in the Energy Community (EnC) Treaty. This treaty holds particular significance for North Ma-
cedonia as it stands as the country's legally binding agreement with the EU. Hence, monitoring the consistent fulfilment
of the treaty requirements, along with assessing the stance adopted by competent institutions and the perceptions of
professionals and the broader public in North Macedonia, portrays an overall image of the nation's readiness and com-
mitment to the reform process in preparation for EU accession. Furthermore, given the dynamic nature of EU energy
law evolution, especially amid the current tumultuous state of energy crises, EnC Contracting Parties consistently lag
in the transposition and implementation of these laws. This paper delineates the imminent pending obligations that
North Macedonia must address within this ongoing process.
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AHAJIN3A HA TIPABHATA PAMKA HA EJIEKTPOEHEPTETCKHOT CEKTOP
BO PEIIYBJINKA CEBEPHA MAKE/IOHMNJA BO CITOPEJBA CO ITIPABOTO
HA EBPOIICKATA YHUJA

AmcTpaxkT: OBOj TpYA NPUKaXyBa KPUTHYKA aHAIM3a Ha CETAllIHUOT Pa3Boj Ha MpaBHATA paMKa BO eJIeK-
TPOEHEPreTCKHOT cekTop Ha PemyGika CeBepHa MakenoHuja Bo criopenda co COO/IBETHaTa pamka Bo EBporckara
Vunja (EY). Bo pamkute Ha TpyZOT € mpeTcTaBeHa nmorpedaTa 0 COOJBETHO yCOTIacyBamhe Ha HAIIMOHATHOTO MPaBO
co mpaBoto Ha EY, mro BcymHOCT Tpeda 1a ce mocTHrHe MpeKy copaboTKa M MCHOHYBamke Ha OOBPCKUTE IIPE3EMEHN
co Jlorosopor 3a Eneprercka 3aenauiia (En3). OBoj moroBop e 3HagaeH U MOpaad (akToT MITO TOj € NMPB 3aKOHCKU
o6Bp3yBaukn noroBop koj CeBepHa Maxkenonnja ro mma ckiydeHo co EY. 3atoa HaBpeMeHOTO HCHONHYBame Ha
00OBpCKHTE, KaKO M IETOKYIHHOT OJHOC Ha HAAJIEKHUTE WHCTHUTYINH, CTPYYHATa M IOIIMPOKATa jaBHOCT KOH OBOj
JIOTOBOD, ja MPOEKTUpa CIIMKATa Ha MOATOTBEHOCTA M CEPHO3HOCTA Ha pehOPMUTE BO NPOLECOT HA NPHUCTAITYBabE HA
Hamiata ApkaBa koH EVY. Mwmajku ja mpenBun AMHaAMHMKaTa Ha pa3Boj Ha 3aKOHOTABCTBOTO Ha EVY, ocobGeHo Bo
TEKOBHOTO TypOyJIEHTHO BpeMe Ha €HepreTcKa Kpu3a, JOroBOpHUTe cTpaHu Ha EH3 cekoraiu folHAT MpH TPaHCIIO3U-
IMjaTa ¥ UMIUIEMEHTanujaTa Ha npaBoto Ha Ex3. OBoj Tpyn ru naeHTH(HUKYBa IOCTUTHYBambaTa, HO  HEMHHOBHHTE
3aoctaHaty o0Bpcku Ha CeBepHa Makei0HH]ja BO TOj TIPOIIEC.

Kay4ynu 360poBu: IpaBHA paMKa Ha EJICKTPOCHEPTETCKUOT CEKTOP; XaPMOHU3AI[Hja Ha HAIIMOHAJIHOTO IIPaBo;
cniopen0OeHa aHanm3a


https://doi.org/10.51466/JEEIT2382207057km
mailto:krkoleva@feit.ukim.edu.mk

58 A. Krkoleva Mateska, V. Borozan, P. Krstevski, R. Taleski, S. Borozan

1. INTRODUCTION

The implementation of energy sector reforms
under the EnC legislation serves as more than just a
prerequisite for aligning with EU Law. These re-
forms constitute a comprehensive undertaking
aimed at fostering the establishment of a cost-effec-
tive and sustainable energy system. This process
stands as a crucial component of North Macedonia's
preparations for EU accession and, more broadly,
for the nation's economic advancement. Namely, as
a contracting party of the EnC, North Macedonia
has the obligation to harmonize its legislation with
the EnC acquis, which requires adoption, harmoni-
zation and implementation of legislation in the
fields of energy, competition, renewable energy
sources (RES), energy efficiency, oil and gas, sta-
tistics, infrastructure, environment and climate. The
process, which started in 2005, aimed to prepare the
contracting parties for the EU accession require-
ments and to support the transformation of the vital
sectors. At present, the aims of the process have
broadened and comprise support of the energy tran-
sition process and decarbonisation of the economy.

This paper is divided into two parts. The first
part offers a concise examination of EU and EnC
Law concerning electricity markets. It is utilized to
conduct a comparative analysis between national
legislation and the EnC's target regulations. The re-
sults of the comparative analyses are presented in
the latter part of this paper. This analysis stems from
extensive research into North Macedonia's electric-
ity sector legislation, as previously published in the
authors' works [1] and [2].

The primary objective of this paper is to pre-
sent a brief update on the current status of the elec-
tricity related legislation in North Macedonia, aug-
menting the information outlined in [1] and [1],
while also providing a comparison of achievements
against both EnC and EU objectives. This compre-
hensive overview of the current situation and objec-
tives establishes the foundation for ongoing moni-
toring of legislative changes in relevant domains.
Additionally, it offers an assessment of the country's
progress toward meeting the objectives stipulated in
the EnC Treaty.

2. ELECTRICITY MARKET LEGISLATION
AT EUROPEAN LEVEL

Until recently, the EU's electricity sector oper-
ated under the framework of the Third Legislative
Package for Electricity and Gas Markets (Third

Package). However, this package lacked defining
and enabling the utilization of innovative flexible
technologies and numerous emerging concepts re-
lated to power system operations and power market
dynamics. Subsequently, legislative advancements
have occurred, primarily through the introduction of
the Clean Energy for all Europeans Package (CEP).
This newer legislation has eliminated certain obsta-
cles hindering advanced technologies and has rec-
ognized various innovative concepts associated
with electricity markets, as well as the security, op-
eration, and management of power systems.

Nonetheless, the process of reforming legisla-
tion remains ongoing, and there are several crucial
regulations that need development and adoption to
fully implement the concepts advocated within the
CEP.

A. Clean energy for all Europeans package

CEP was adopted in 2019 and its primary goal
is to aid the decarbonization of EU’s energy system,
considering the mandatory climate targets by 2030.
These targets are introduced in the Governance
Regulation of the Energy Union and Climate Action
(Governance Regulation) [3], which is one of the
acts comprising CEP.

In addition to the Governance Regulation, the
following acts, which may conditionally be classi-
fied as follows, legal acts that comprise CEP can be
conditionally classified in two groups based on their
dominant contribution to the priority measures:

e Climate targets of the Energy Union (energy ef-
ficiency and renewable energy):
o Directive (EU) 2018/844 on the energy per-
formance of buildings,
o Directive (EU) 2018/2001 on the promotion
of the use of energy from renewable sources
(recast) (RED II), and

o Directive (EU) 2018/2002 on energy effi-
ciency.
e Electricity market and security of supply:

o Directive (EU) 2019/944 on common rules
for the internal market for electricity (re-
cast) (IEM-Directive),

o Regulation (EU) 2019/943 on the internal
electricity market (recast) (IEM-Regulation).

o Regulation (EU) 2019/941 on risk-prepar-
edness in the electricity sector (Risk Regu-
lation), and
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o Regulation (EU) 2019/942 on the establish-
ment of the Agency for Cooperation of En-
ergy Regulators (ACER) (recast).

In the following subsections a short descrip-
tion of the novelties introduced by the legal acts that
create the electricity market legislation is given.

1) Renewables directive

The RED 11 [4] introduces the following three
key concepts for the first time:

e Enabling self-consumption, i.e. enabling end
users or customers to generate electricity from
RES for their own consumption and allowing
them to store and sell surplus electricity.

o Establishment of renewable energy coopera-
tives.

Implementation of new or redefined criteria
concerning sustainability and reductions in green-
house gas emissions from individual biofuels, bio-
liquids, or biomass fuels.

In addition to these concepts, RED Il sets a
new obligatory target for the EU to achieve 32%
RES in energy consumption by 2030. It includes a
review clause scheduled for 2023, aimed at poten-
tially increasing the EU-level target. The directive
aims to enhance the structure and stability of RES
Support Schemes, simplify administrative processes,
and create a clear and steady regulatory framework
for self-consumption of RES.

Furthermore, RED 11 raises the bar for the in-
tegration of RES in transportation and heating/
cooling sectors, fostering collaboration among EU
Member States (MSs) and non-EU countries. It
encourages joint efforts to achieve the RES target
through mechanisms such as statistical renewable
energy transfers, collaborative RES projects, and
unified Support Schemes for RES.

The adoption of the Fit for 55 package required
significant alterations to the existing EU energy leg-
islation, aiming to incorporate a higher RES share
within the energy composition of both the European
Union and its Member States (MSs). This initiative
also called for a revision of RED II. Consequently,
in July 2021, concurrent with the adoption of Fit for
55, the European Commission (EC) puts forth a pro-
posed amendment to RED I [4]. The EC's proposal
for the revised RED Il aims to achieve a twofold in-
crease in the share of RES in the energy mix by
2030, accomplished by elevating the mandatory EU
minimum RES share in final energy consumption to
40%. To accomplish this goal, a comprehensive
framework for the deployment of RES across all
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sectors of the economy is set to be initiated and re-
inforced by sector-specific targets at both the EU
and national levels.

Among the provisions of the revised RED 11 is
the obligation to create a credit mechanism incen-
tivizing renewable energy consumption in transport,
facilitating collective Power Purchase Agreements
for RES generators, introducing a new EU-wide la-
belling methodology for industrial products manu-
factured using renewable energy, and establishing a
pilot project to foster cross-border cooperation on
renewables. The sustainability of biofuels has also
been addressed, for instance through the creation of
Support Schemes that align with the biomass cas-
cading principle.

Amidst the Parliamentary process for the
adoption of an updated RED Il in July 2022, the Par-
liamentary Committee on Industry, Research, and
Energy highlighted the necessity for additional ad-
justments to the legislative proposal. This was to en-
sure alignment with the objectives and targets out-
lined in the REPowerEU plan. The report presents
several promising insights. Specifically, Member
States (MSs) are urged to target a 5% increase in
newly installed capacities for both storage technol-
ogies and innovative RES technologies. Addition-
ally, they are mandated to develop a minimum of
two cross-border RES projects by 2026. In October
2023, the Council adopted the updated Directive,
with the new objectives to raise the share of renew-
able energy in the EU’s overall energy consumption
to 42.5% by 2030 with an additional 2.5% indicative
top up to allow the target of 45% to be achieved.

2) Electricity directive and electricity regulation

The IEM-Directive [5] and IEM-Regulation [6]
aim to introduce a new energy market design. This
section of the CEP focuses on adapting the EU's in-
ternal electricity market model to address the de-
mands posed by the energy transition. Its aims to
enhance the connectivity and resilience of the mar-
ket, while safeguarding it against power system fail-
ures. Furthermore, this segment of the CEP is de-
signed to facilitate the incorporation of renewable
electricity into the grid and to better cater to the di-
verse requirements of all consumers.

The acts introduce a definition of energy stor-
age systems, acknowledging their significance as
vital resources within power systems. They are cru-
cial in enhancing flexibility to accommodate the in-
creasing integration of renewable energy into the
grid. Additionally, these acts acknowledge the
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emergence of citizen energy communities as a dis-
tinct category of collaboration among citizens or lo-
cal stakeholders in the energy sector. The new mar-
ket model is designed to incentivize consumers to
actively participate and contribute to maintaining
stability within the electricity system by leveraging
their consumption flexibility. This flexibility en-
compasses practices like intelligent charging of
electric vehicles and utilizing self-generated elec-
tricity. Moreover, these legislations significantly
tackle issues related to customer protection, facili-
tating energy supply transitions, and addressing
concerns regarding energy poverty.

The IEM-Regulation also introduces cyber se-
curity care as part of the tasks of ACER, the Euro-
pean Network of Transmission System Operators
(ENTSO-E) and of the Association for the European
Distribution System Operators (EU DSO Entity)
and it imposes an establishment of a new Network
Code on Cyber Security.

3) Risk regulation

Secure operation of power systems and func-
tioning electricity markets are prerequisites for se-
cure and continuous supply of electricity. But even
when these conditions are expected to be met, there
are factors that may influence or disrupt supply of
electricity. These factors may be both natural and
man-made. Their effects can be easily spread to
neighbouring systems as power systems are inter-
connected infrastructures. The consequences of dis-
ruptions in supply may have regional impacts in
economy, environment and social interactions.

The secure power system operation and effi-
cient electricity markets are fundamental require-
ments for ensuring a continuous and secure electric-
ity supply. However, despite meeting these condi-
tions, various factors — both natural and human-in-
duced — can influence or potentially disrupt the sup-
ply of electricity. Given the interconnected nature of
power systems, the effects of these factors can
swiftly propagate to neighbouring systems. Conse-
guently, these disruptions can lead to regional im-
pacts affecting the economy, environment, and so-
cial interactions.

The Risk Regulation [7] is a legal act from the
CEP which focuses on the issue of secure supply of
electricity. It sets a framework for cooperation
among EU MSs in preventing, preparing for and
managing large scale electricity crisis, as well as for
monitoring the security of electricity supply in the
EU. This regulation also considers the possible co-
operation between EU MSs and EnC Contracting

Parties in the area of secure electricity supply,
which may include identification of electricity crisis
scenarios, defining electricity crisis and establish-
ment of risk-preparedness plans.

The Atrticle 5 of the Risk Regulation [7] stipu-
lates adoption of a Methodology for Identifying Re-
gional Electricity Crisis Scenarios. The Methodol-
ogy sets the framework for the transmission system
operators (TSOs) to establish electricity crisis sce-
narios on regional level, based on common scenar-
ios rating scales. Table 1 and Table 2 show the cur-
rent scenario classification scales, which are elabo-
rated in more detail in [8].

Table 1

Six-step likelihood classification scale [8]

Classifica- Events
tion per year

Description/example

1 x years of initiating event

Very likely >0.5 2 orless

Event expected practically
every year, e.g. winds/storms
causing multiple failures of
overhead lines may be expec-
ted nearly every year in some
areas

Likely 02-05 2-5 Event expected once in a
couple of years, e.g. heat
wave causing limits on out-
put of open-loop water-co-
oled power plants, low water
levels at hydro plants, higher

load, etc.

Possible  0.1-0.2 5-10 Event expected or taken
into consideration as a poten-
tial threat, e.g. cyber or mali-

cious attack

Unlikely 0.01-0.1 10-100 Rare event, e.g. simulta-
neous floods causing una-
vailability ofgeneration, dis-
tribution and transmission

infrastructure

Veryun- 0.001- 100-— Vvery rare event, e.g.
likely 0.01 1000 earthquake causing a huge
destruction of transmission,
distribution and generation

infrastructure

Extremely <0.001 1000 or Not applicable, impossi-

unlikely more ble, or extremely rare event,
expected beyond 1 in 1000
years
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Table 2

Five-step impact classification scale [8]

Expected energy Loss of load
not served% expectations
(of average annual (hours)
consumption)

Classification

Disastrous >0.25% >168
Critical >0.05% and <0.25% >48 and <168
Major >0.01% and <0.05% >12 and <48
Minor >0.002% and <0.01% >3 and <12

Insignificant <0.002% <3

At the beginning of December 2023, the sec-
ond public consultation on this Methodology has
finished. The consultation process aims to ensure
that the Methodology, developed by ENTSO-E, is
updated according to the latest information and de-
velopments. Such approach is required as the risk
factors that influence the risk scenarios are continu-
ously evolving.

B. Network codes

The electricity sectors in EU MSs are further
governed by a set of regulations that are known as
Network Codes (NCs). The existing Electricity NCs
were adopted in the period 2015 — 2017 with the aim
to unify power system operation and market rules
across the EU for the purpose of creating a func-
tional Internal Market for Electricity. This set of
regulations formally belongs to the Third Package
and comprises the following acts:

e Connection Codes
High Voltage Direct Current Connections,
Demand Connection Code (DCC), and
Requirements for Generators (RfG).

e Market Codes

Capacity Allocation & Congestion Manage-
ment (CACM),

Forward Capacity Allocation (FCA), and
Electricity Balancing (EBGL).

e Operation Codes
System Operations (SOGL), and
Emergency and Restoration (ER).

The process of preparation of amendments to
these NCs and their subsequent adoption to comply

Ciuc. Enexiupoiniexn. Hng. Texnoa. 8 (2) 57-67 (2023)

with the legislation introduced by CEP is ongoing
within EU institutions.

1) Forward capacity allocation

The FCA [9] sets out regulations governing
long-term markets, which enable market partici-
pants to mitigate future price risks within defined
periods specified in forward contracts (such as
weeks, months, quarters, or years). To facilitate
cross-border electricity exchange, this regulation
also establishes the rules for the forward allocation
of both physical and financial transmission rights.
However, the new stipulations outlined in CEP em-
phasize the imperative need for establishing a new
EU Electricity Market Model. ACER's recent Policy
Paper on the Further Development of the EU Elec-
tricity Forward Market [10] argues for revisions to
the forward market in line with these developments.

2) Capacity allocation
and congestion management

The CACM [11] forms the basis of the Euro-
pean single electricity market. It establishes meth-
odologies for computing and allocating transmis-
sion capacities across the different market
timeframes. Additionally, it defines regions for ca-
pacity calculations, bidding zones, and rules gov-
erning the operation of day-ahead and intraday elec-
tricity markets. CACM specifically emphasizes im-
plicit coordinated capacity auctions and aims to
standardize the operation of cross-border markets
across Europe, fostering increased competitiveness
and the integration of RES. The implementation of
CACM has demonstrated significant progress in ad-
vancing both the EU's day-ahead and intraday elec-
tricity markets [12].

3) Electricity balancing

EBGL [13] promotes integration, coordination
and harmonization of electricity balancing rules,
thus facilitating the efficient use of available balanc-
ing resources and allowing new players such as de-
mand response and renewables to participate in this
market. This should help to increase security of sup-
ply, limit emissions and diminish costs to custom-
ers.

Namely, the objective of EBGL is to foster bal-
ancing market integration with the aim of reducing
total costs and to increase social welfare while en-
suring operational security. EBGL introduces a def-
inition of the concept of “Balancing energy”, which
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should be provided by Balance Service Providers
(BSPs). The TSOs can use this energy to balance the
deviations between supply and demand in real-time.
Balancing can be provided by a wide range of tech-
nologies, including small-scale, renewable, and
conventional generation, energy storage and de-
mand response. Therefore, one of the major impacts
of the implementation of EBGL is that it provides
opportunities for all potential sources of balancing,
fostering competition and maximizing social wel-
fare. The EBGL are guided by the notion that ac-

January 2020 June 2021
TERRE (RR)
Article 19 EB regulation Article 22 EB regulation

Design and implementation of Greece and Romania became
measures to optimise the algorithm;
analysis and monitoring counter-

activations 2022

24 countries with 27 TSOs

11 countries with 11 TSOs
{
S

[l Member [l Observer  Non-operational member [l Project member

operational in 2021, Bulgaria and
Serbia are to connect in course of

revisioned; design, implemen-tation

tions which are not explicitly forbidden, like partic-
ipation or initiative for cooperation, are allowed.

The requirements of EBGL include establish-
ment of balancing platforms for frequency contain-
ment, frequency replacement and reserve replace-
ment, which are already operational and increase the
number of participating TSOs, as presented on Fig.
1 below. These platforms have been developing in
the last few years and the results of their imple-
mentation confirm the benefits of regional coopera-
tion.

May 2022 Q3 2022

Article 21 EB regulation Article 20 EB regulation

Main documents created and Finalization of designs consti-tuting
the go-live release; completed
factory acceptance testing; Manual

of Procedures finalised

and testing of the non-real-time
communication interface

27 countries with 30 TSOs

31 countries with 34 TSOs

Fig. 1. Overview of balancing platforms development in Europe [14]

Balancing market design and arrangements
cannot be fully decoupled from real time system op-
eration. As a result, SOGL [15] is also relevant for
the discussion of electricity balancing. The SOGL
primarily addresses three aspects of balancing: the
harmonisation of reserve categories, the activation
strategy for balancing energy in real-time and the
sizing of reserves.

4) System operation

SOGL [15] specifies TSO activities to manage
secure operation of their electricity grid, consider-
ing the integration of RES and flexibility resources,
as well as increased interconnections and cross-bor-
der competition. This regulation also introduces re-
gional coordination a legal obligation for TSOs.

SOGL introduces provisions related to coordi-
nation and data exchange between TSOs, between
TSOs and Distribution System Operators (DSOSs),
as well as between TSOs or DSOs and Significant
Grid Users (SGUs), both during planning and close
to real-time operations. This includes rules and re-
sponsibilities for the approval of Key Organization
Requirements, Roles and Responsibilities (KORRR)
relating to Data Exchange [16], the implementation
of specific aspects of the data exchange, and the
agreements on processes and format for data ex-
changes between key players.

5) Emergency and restoration

While SOGL refers to normal power system
operation, ER [17] considers emergency operation
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of power systems. The ER [17] outlines the specific
steps and protocols that TSOs must adhere to in the
event of incidents within their grid. These proce-
dures are designed to meet the highest standards and
best practices for handling emergencies, blackouts,
and the restoration of normal grid operations. ER es-
tablishes standardized requirements for TSOs to de-
velop both the System Defence Plan and the Resto-
ration Plan. The standardized approach ensures the
effectiveness and coherence of these plans on a Eu-
ropean scale. Moreover, ER aims to maintain the
continuity of energy transactions during states of
emergency, blackout, or restoration. It also defines
the conditions [17] under which such transactions
could be temporarily suspended.

6) Connection codes

RfG [18] prescribes the standards that genera-
tors have to meet in order to connect to the grid. The
implementation of the RfG aims to boost the market
participation of generation technology and increase
competitiveness.

DCC [19] sets the requirements for grid con-
nection of: i) transmission-connected demand facil-
ities; ii) transmission-connected distribution facili-
ties; iii) distribution systems, including closed dis-
tribution systems; iv) demand units, used by a de-
mand facility or a closed distribution system to pro-
vide demand response services to relevant system
operators and relevant TSOs. DCC introduces obli-
gations for system operators to make appropriate
use of the demand facilities' and distribution sys-
tems' capabilities in a transparent and non-discrimi-
natory manner.

C. Legal framework of the Energy Community

In general, the implementation level of the EU
energy and environmental law in the Energy Com-
munity Contracting Parties is limited to the docu-
ments of the EU Third Package for Electricity and
Gas Markets. However, the activities to introduce
new acts in EnC Law, which are related to the CEP
package, have already started.

The first step towards alignment with the cur-
rent EU law in the related areas was done at the 19"
EnC Ministerial Council of 30 November 2021 [20],
when the first set of CEP documents and commit-
ments was adopted in the EnC Law. This set covers
legislation in the areas of governance, energy effi-
ciency, renewables, electricity market design, and
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security of supply rules. The alignment with the cur-
rent EU law continued with the Decision of the 20™
EnC Ministerial Council of 15 December 2022 [20]
and the adopting additional set of CEP related doc-
uments. The most important development for the
SEE Electricity Market happened on the same Min-
isterial Council [20] by adoption, based on the pre-
vious long-lasting negotiation and adaptation pro-
cess with the EC, of the Market and System Opera-
tion NCs deriving from the Third Package for Elec-
tricity and Gas Markets. The adoption of the Market
and System Operation NCs has become a reality af-
ter incorporating a new reciprocity mechanism
within the EnC Treaty, which makes possible mar-
ket couplings between EU MSs and EnC Contract-
ing Parties. Finally, the renewables, energy effi-
ciency and greenhouse gas reduction targets for
2030 were adopted at the Ministerial Council in De-
cember 2022, following the finalization of a study
by the European Commission.

Table 3
EnC — Obligations for contracting parties [21]
Act from :Name of document Deadllne_f_o FURIE:
position
Governance Regulation 31 December 2021
RED Il 31 December 2022
Directive (_E'U) 2018/2002 on 31 December 2022
energy efficiency
CEP IEM-Directive 31 December 2023
IEM-Regulation 31 December 2024
Risk Regulation 31 December 2024
Regulation (EU) 2019/942 on
the establishment of the 31 December 2024
ACER (recast)
FCA 1 January2024
CACM 1 January 2024
NCs EBGL 1 January 2024
SOGL 1 January 2024
ER 1 January 2024

It is noteworthy to observe that the EU is al-
ready in the process of updating some of the legis-
lative acts comprising CEP with the aim of increas-
ing the targets and objectives related to RES use,
energy efficiency and greenhouse gas emissions.
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3. IMPLEMENTATION OF ELECTRICITY
MARKET LEGISLATION IN
NORTH MACEDONIA

The content found in references [1] and [2]
clearly shows that the Energy Law [22] serves as the
foundation for executing a strong reform base to
align EU Law within North Macedonia's electricity
sector. By enacting this law and accompanying sec-
ondary regulations, the country can be considered
among EnC Contracting Parties that have success-
fully integrated the Third Package into their national
legislation.

This section presents an overview of the most
relevant bylaws and other documents which set the
legislative will in the area related to the electricity
market. As an update to the situation presented

Legislation

Energy Law

|
Amendments of the Energy Law --

of North
Macedonia

y___

Assembly of
the Republic

Rulebook on certification of the
electricity transmission system

-==

in [1] and [2], this paper highlights the main
achievements in the past three to four years. Hence,
it considers the implemented actions aimed to
further harmonise the provisions of the Energy Law
[22] and to prepare for full implementation of the
NCs. It is important to note that since the first half
of 2023, a new Energy Law is under preparation.
This Law should transpose the requested CEP
documents from the EnC Law. As presented in the
section 2, subsection C, the implementation
deadlines for all these legal acts are in the near
future.

Fig. 2 presents part of the legislative acts
adopted or approved by relevant institutions, which
enable the most significant reform achievements re-
lated to the implementation of European legislation.

Key requirements from European
Processes .
legislation

Ownership unbundling

o Procedure for transfer of ownership of shares
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operator and the natural gas
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Rulebook on Market Monitoring

=
S
=
=]
=
@
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Rules for the electricity market
ERC

Certification of TSO supply interest.

o Requirement for certification of the TSO

o draft-decision on certification of TSO
prepared by ERC submitted to EnC
Secretariat

o EnC Secretariat issued a positive opinion to
the draft-decision

e ERC adopted a decision for certification of
MEPSO as TSO

Appointing a single
National Regulatory
Authority for Energy

(NRA) for every

Observer status in ACER Electricity Market

working group

e Pre-condition — Implementation of the third
package

contracting party,
authorization of new
powers and obligations, as
well as increased

transparency.
Wholesale Marker Monitoring P Y

o Deterand detect market manipulation

Rules on balancing of the power system
Rules for allocation of cross-border
transmission capacities for electricity
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o Ensure market integrity and transparency

Trans-European Netwworks for Energy
o Cross-border energy infrastructure development
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(borders with Serbia and Bulgaria)
Rules of procurement of electricity for
covering the grid losses (For transmission
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"l Criteria for projects of common and mutual

interest

Implementation of TEN-E

and distribution networks)

Network rules on electricity distribution

Implementation of the

Decree on the activities of the organized
electricity market operator and the necessary
technical, personnel and financial conditions to be
fulfilled.

Government

EEE—N

EU Network Codes
adopted by EnC

Designation of NEMO v
e« Establishment of a national operator of
the organised electricity market in
North Macedonia— MEMO
Designation of MEMO for Nominated
Electricity Market Operator - NEMO

Process of

implerbntation Implementation of EU

Market Network
Codes

Fig. 2. Overview of the key achievements from the implementation of EnC legislation

One of the key requirements from the Third
Package was met by implementation of the Energy
Law and completing the process of ownership un-
bundling of the TSO — MEPSO. Shortly after,

another obligation was completed, i.e., the certifica-
tion process of MEPSO as a TSO was concluded
successfully. The implementation of the Energy
Law extended the competences of the Energy and
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Water Services Regulatory Commission of the Re-
public of North Macedonia (ERC). As a result, ERC
could apply for membership in the working bodies
of ACER which is an essential aspect for further de-
velopment of the work of the national regulatory
body. At present, ERC has a status of observer in
the ACER’s Electricity Working Group. An im-
portant contribution to achieving this status was the
complete implementation of the EU REMIT Regu-
lation [23] after adequately amending Energy Law
[22] and adopting the new Rulebook on Market
Monitoring [24]. By the last amendments to the En-
ergy Law [22], the EU TEN-E Regulation [25] was
transposed to the national legislation, thus achieving
one more milestone on the way to EU harmoniza-
tion. All these achievements are acknowledged by
the last EnC Secretariat Annual Implementation Re-
port 2022, [26].

Fig. 2 presents another essential step for the
process of implementation of Market NCs, i.e. the
establishment of a National Operator of the organ-
ized electricity market in North Macedonia —
MEMO. Furthermore, in September 2020, by a gov-
ernment decision, MEMO was designated as the
Nominated Electricity Market Operator (NEMO),
in line with the Market NCs of the EU. The comple-
tion of these actions, which are considered as out-
standing achievements, made our country the first
of the EnC Contracting Parties to have implemented
such a decision. Within this period, MEMO under-
took a number of activities for the establishment of
the first organized electricity market (the Day-ahead
and Intraday market) in North Macedonia, and for
its coupling with neighbouring markets into a single

Legislation

B2y e setting the price)

Rules for the
electricity markets

Wholesale market q e MEPSO procures ancillary services

Rules on balancing of

the power system
manner

Rules for operation of
the organized —>
electricity market

Retail market its own supplier

Achievements Processes

ESM is not regulated (ERC is not
—» ¢ ESM hasno obligation to provide  —|  rgjease of the obligation to sell

balancing capacity and energy
e Balancing responsibility for ESM supplier)

— in a market-oriented and transparent  —» | acenves for secondary regulation

e MEMO, as NEMO is responsible for
the organized electricity market

Energy Law e Each customer is eligible to choose

Rules for electricity e Established Universal supplier
supply e Established Supplier of last resort

electricity market of the EU. On a session held on
6™ of April 2023, the ERC adopted a Decision to
approve the Rules for Operation of the organized
electricity market. This has led to the first live Day-
ahead auctions, which were held on 10" of May
2023 [27]. The establishment of the organized Day-
ahead market operated by MEMO is a key step to-
wards achieving the European Electricity Market
Target Model and further market coupling with
neighbouring markets.

As per the evaluation conducted on the imple-
mentation of EnC legislation in North Macedonia
[26], it is estimated that the collective efforts made
to implement the Energy Law [22] and create and
endorse secondary regulations, primarily driven by
the expertise of the ERC, have resulted in the estab-
lishment of an "advanced electricity market model
characterized by a high degree of openness."

In relation to the implementation of the NCs,
the Energy Law prescribes their direct applicability,
however, [26] states that no NC has been translated
and published officially as a legislative act. The
transmission grid code was amended in December
2021 to implement some requirements of the NCs.
The distribution grid code was amended in 2022,
but it still requires introduction of further changes
to reflect the required parameters of the Connection
Codes [26].

Upon adoption of the Energy Law and of series
of bylaws described in detail in [27], the wholesale
and retail electricity market were completely
transformed.

Fig. 3 presents a general overview of the
achievements related to the market development.

Commercialization of the largest
electricity producer (gradual

electricity to the universal

Organising annual auctions for

and monthly auctions for reserves

for tertiary regulation Full liberalization of

the electricity markets

Operation of the Day-Ahead
Electricity Market

Fig. 3. Achievements and processes in relation to electricity market liberalization processes
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4. CONCLUSION

This paper provides comprehensive analyses
of the developments of the EU electricity market re-
lated legislation. This paper also considers EnC Law
latest developments and the obligations for the
stakeholders in the electricity sector of North Mac-
edonia. The focus is both on the achieved results and
the challenges ahead.

The analyses show that despite North Macedo-
nia's notable accomplishments in implementing the
Third Package, there are remaining actions to be
taken, particularly regarding the complete imple-
mentation of the necessary NCs. As outlined in sub-
section C of section 2, there are new tasks and obli-
gations that must be met to initiate the implementa-
tion process of the CEP. In essence, this paper
clearly demonstrates that the alignment with EU law
is a continuous process that shall continue in the fu-
ture. This is due to the numerous challenges faced
by EnC Contracting Parties, which are reiterated
with each new development in both EU Law and
EnC Law.
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