CONSIDERATION REGARDING THE NATIONAL POWER SYSTEM AND

ELECTRIC POWER MARKET EVOLUTION

Characteristic features of the power field, especially long term application of different sectorial policies as well as proposed objective power achievements, the big capital necessary for this system, the necessity of production achievement simultaneously with the consumption etc. can command medium and long term strategies for whose objectives specific polities are elaborated.
In approaching the power sector development in Romania it was taken into consideration the creation of structures which can adjust to the unique European market, in whose frame the national markets lose gradually traditional borders, becoming integral part of the common market.
In the producing sector, in the period 2001 – 2004, the main objective was its restructure, to answer requirements of setting up the competitive energy market. This restructuring process was made in stages by Government Decisions, getting from a structure of Termoelectrica Company with 41 stations and Pi (installed power) = 13.009 MW, in 2000, to a structure  with 3 power complexes (Turceni, Rovinari andCraiova –   Pi = 4.230 MW); Electrocentrale Bucuresti Company (9 stations  - Pi = 2.938 MW); Electrocentrale Deva Company (Pi = 1.260 MW); Electrocentrale Galati Company (3 stations - Pi = 1.317 MW) in 2004. At the level  of Termoelectrica in 2004, the installed power is 5.515 MW distributed in 3 production branches.
Beginning with 2001, electric power production was growing, attaining in 2003 the amount of 56.406 GWh, with a growth of 3,8% against 2002.
The second electric power producer in Romania is Hidroelectrica Company which has an installed power of 6.250 MW and yearly production of about 16.000 GWh, representing about 1/3 of country’s power consumption. 

The main hydroelectric stations according to their set up order are: CHE Stejaru (210 MW), Vidraru (220 MW), Portile de Fier I (1050 MW), Lotru (510 MW), Mariselu (220 MW) and others.

 At Hidroelectrica Company, electric power sale price is settled by ANRE.
Another important producer on the electric power market from our country is Nuclearelectrica National Society which produces about 10% of necessary consumption, producing about 5,5 TWh yearly. The price of Electric power supplied in the system is settled by ANRE.

Another important actor in the National Power System is Transelectrica Company, which assures the regulated access of third parties to transport electric network, transparently, non-discriminating and equidistant against all participants to the electric power market.
The essential activity of Transelectrica Company is accomplished by Operational Unit – National Power Dispatcher (UNO –DEN) and 8 transport territorial branches

As a result of achieving the conditions required by UCTE (Electric Power Coordinating and Transportation Union) on May 8, 2003 Transelectrica has became entirely a member of UCTE. The electrical transport network includes 77 electric stations and about 8800 km electrical lines, of which 4475 km of the tension of 400 kV and the remainder of 220 kV
It’s mentioned that the transport and system tariffs of Transelectrica Company are settled by ANRE.
In SEN infrastructure an important role has the electric power delivery network administrated by Electrica Company and its 8 branches  (Moldova, Muntenia Sud, Muntenia Nord, Oltenia, Transilvania Sud, Transilvania Nord, Dobrogea, Banat).

The clients portfolio of Electrica Co includes about 8.484.840 consumers, of which: great consumers 9.258, small consumers 596.160 and 7.879.422 household consumers.
Till (01.05.2005) were privatized the branches Dobrogea and Banat and are finishing procedure of privatization the branches Moldova and Oltenia.
 At branches Banat and Dobrogea the majority shareholder is ENEL- Italy; at Moldova is EON – Germany and at Oltenia is CEZ – Czech Republic.

 The administrator of electric power wholesale market is OPCOM who has as principal activities: coordination of activity of forecasting electric power consumption; establishment of merit order and marginal price of system; elaboration of working program of the dispatched and supply units of system services; establishment of electric power quantities and services transacted, payment obligations and cashing rights for the participants to the market; collect and publish data about electric power market performance; supervision of market performance and forwarding to ANRE of data necessary for decisional deed; conciliation of some disputes regarding the quantities transacted on the market, payment obligation and cashing rights etc.
In present, in Romania there are two market segments: the settled market and the competitive market.
EVOLUTION OF ELECTRIC POWER MARKET
Romania assumed the decision of liberalisation electric power market considering important the creation of a competitive market, coherent, where the participants can benefit from advantages of a competitive medium, definitely assuring the frame and necessary measures to reach this objective
In view of adhesion to, European Union, the Romanian electric power sector must not only comply with directives and community resolutions, but has to undertake action, to set up, to create and apply procedures, legislative frame and regulations, harmonised to carry to results provided by these directives.
These general coordinates are able to outline the scope of structural, changes, organizational and legislative changes about trade mechanism and that of transacting electric power and system services, whom liberalisation of electric power market in Romania made necessary.
As an important element of primary legislation, in 1998 was issued Urgency Ordinance no. 63, with the purpose of establishing the frame, principles and the main direction of action meant to liberalize the electric power competitive market in Romania, in concordance with the provision of European Directive 96/92/EC, as well as with subsequent decisions in this field
This way, the market entered into a profound modification phase and also continues today, the entire process progressing on the following main coordinates:

· Setting up an electric power market on the basis of principles transparency non-discrimination and objectivity;

· Setting up and bringing to entirely working status of Settlement National Authority in energy field;
· Introduction of competition in electric power production and supply;
· Introduction of authorization and licence system of new participants to the electric power market;              

· Guarantee the settled access of third persons to the electric networks;

From a structural viewpoint, on the basis of Government Decision no.365/1998, was achieved the reorganization of Electric Energy Autonomus Administration – RENEL, by setting up:
· National Company of Electric Power – CONEL SA. 
· National Company Nuclearelectrica SA

· Autonomus Nuclear Activities Administration 
From the outset, CONEL had in its composition three branches, trade companies whose stock are in its property, with de following main sphere of activities:
· S.C. Termoelectrica S.A. – electric and thermal power production in thermoelectric power plants;
· S.C. Hidroelectrica S.A. – electric power production in hydroelectric power plants    

· S.C. Electrica S.A. – electric power delivery and supply
An important step in the first stage of liberalization process is setting up regulation of the market.

As result of emission of Urgency Ordinance no. 29/1998, was founded the National Authority in Energy Settlement – ANRE, public institution having the responsibility to create and apply a system of settlement necessary for functioning of the sector and electric power market under efficiency, competitive, transparency and consumers protection rules. 

Beginning with 1999, National Authority in Energy Settlement - ​ANRE became operational and elaborated and advanced the main rules for operating the new structure:

· Commercial Code of electric power wholesale market;  
· Programming and dispatch  rule of SEN;

· Draft for electric power sale-buying (purchasing) contracts and for transaction of system services, transport and distribution service;
· Technical codes of networks;
· Rule of according  authorisation licences, approved by Government Decision;  
· Rule of accrediting eligible consumers of electric power; 

· Methodology of prices and tariffs establishment.

Reorganisation of electric-power sector  registered a new important stage in 2000, together with applying Government Decision no. 627/2000, through which was realised the separation of CONEL in the following entities set up with independent trade company status being totally in property of the state:
· S.C. Termoelectrica S.A. 
· S.C. Hidroelectrica S.A. 
· S.C. Electrica S.A.

· C.N.Transelectrica S.A., with function of Transport and System Operation, having as branch with judicial personality S.C. OPCOM S.A.

In the same year, in two successive decisions, started the opening process of electric power market towards competition.
Thus, by the Government Decision no. 122/18.02.2000 market opening rate was established at 10% of final electric power consumption for 1998 and with a consumption limit of 100 GWh/year for the accrediting of eligible consumers.

Further, by the Government Decision no. 982/19.10.2000, market opening rate was increased to 15%, consumption limit for the accrediting of eligible consumers being maintained at 100 GWh/year.

Beginning with year 2000, after a decrease period, the production of electric power started to increase, due to economic growth. In figure 1 is presented the evolution of electric power production in period 1989-2003. 
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Figure 1 Evolution of electric power production in period 1989 – 2003

(Source A.N.R.E.)


In 2001, by emission of the Government Decision no. 647/2001, national power development strategy elements were established for the medium terms (2001-2004).

From the viewpoint of market reorganization, this year was marked by important decisions.
On the basis of Government Decision no. 1182/2001, was founded the Commercial Society for Electric and Thermal Power Producing "Electrocentrale Deva" - S.A., as branch of the Commercial Society for Electric and Thermal Power Producing "Termoelectrica" - S.A., by partial division of Termoelectrica S.A. – Electrocentrale Deva Branch.


By Government Decision no. 1342/2001, was reorganized the Commercial Society for Distribution and Supply of Electric Power "Electrica" - S.A. (by founding eight commercial societies – Distribution Branches and Supplying of Electric Power "Electrica" Moldova, Dobrogea, Muntenia Nord, Mutenia Sud, Oltenia, Banat, Transilvania Nord and Transilvania Sud, as well as eight branches  for maintenance and power services "Electrica", having the same geographical division).


At the same time, by a sequence of government decisions were reorganized activities within the framework of Commercial Society for Electric and Thermal Power Production "Termoelectrica" - S.A., consisting of outsourcing of thermoelectric and thermal plants, with their modification into commercial societies and their transfer in the local authorities property.
The opening degree of electric power market was increased at 25% with a consumer limit, for the accrediting eligible consumers, established at 40 GWh/year, by Government Decision no.1272/2001.

At the beginning of 2002, by Government Decision no. 48/2002 the market opening rate was increased at 33%, consumer limit for the accrediting eligible consumers being 40 GWh/year.

The outsourcing of some electric and power plants inside the Trade Company for Electric and Thermal Power Producing "Termoelectrica" – with their modification in commercial societies and their transfer into the local authorities property, continued in 2002.
Concomitantly, under Government Decision no. 1524/2002, was reorganised the activity of Trade Company for Electric and Thermal Power Producing "Termoelectrica" SA, resulted from the application of above-mentioned decisions, with the founding, as Termoelectrica branches, of the following commercial companies:
· S.C. "Electrocentrale Rovinari" S.A,
·  S.C. "Electrocentrale Turceni" S.A, 
·  S.C. "Electrocentrale Bucuresti" S.A

In  2003, two very important normative acts were issued for development of electric power market, Law no. 318/2003 of electric power and Government Decision no. 890/2003 regarding approval of  "Route paper for power field in Romania".

Also, opening of electric power market continued. By Government Decision no. 1563/2003, the market opening degree was increased, beginning with December 31, 2003 at 40%, consumer limit for the accrediting eligible consumers being reduced at 20
GWh/year.

In the same time, reorganization of "Termoelectrica" continue, in the basis of Government Decision no. 1563/2003, being founded the Commercial Company "Electrocentrale Galati" - S.A., as a branch of Trade Company for Electric and Thermal Power Producing "Termoelectrica" - S.A.
In 2004 were issued the following important normative documents:


- Government Decision no. 103/2004 regarding some measures for the reorganization of electric power and thermal producing on the basis of lignite (earth coal), under which is established S.C. "Power Complex Rovinari" - S.A, S.C. "Power Complex Turceni" - S.A and S.C. "Power Complex Craiova" - S.A by reorganization of
Trade Company for Electric and Thermal Power Producing "Termoelectrica" - S.A. and National Company of Lignite "Oltenia" ​S.A Targu Jiu;

- Government Decision no. 1.429/2004 for the approval of the Rule of certification for electric power origin produced from electric regenerable sources;
- Government Decision no. 1.823/2004 for increasing opening level of electric power market (beginning with November 2004 opening level market increases at 55% and are declared as eligible consumers the consumers that registered in 2004 a consumption at least 1 GWh per consumer place).

- Government Decision no. 1.892/2004 for the establishment of the system of promoting electric power production from electric regenerable sources. 

The application of all reorganization decisions till now, caused the establishment, at participants level, of the market structure that represents a favourable premise for setting up a competitive and efficient market.
In harmony with international evolution and with the progress registered by the power sector legislation in Romania, AN.R.E. established the principles for developing an electric power market with two components: the settled one and the competitive one. In accordance with this market, the commercial agreements between participants are based on, in their majority, the draft contracts issued by AN.R.E.
The option between the two components had in view to encourage the long term commercial agreements with prices and quantities guaranteed and, by facilitating bilateral contracts conclusion and sales/purchasing on the spot market, to offer to the producers and to the suppliers the possibility to get managerial abilities adequate for a competitive market for electric power (Figure 2).
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Figure 2. Wholesale electric power market (Source A.N.R.E.)

The participants to the market are the producers, the transport and system operator, the distribution operators, the suppliers, the eligible consumers, as well as the system services suppliers and the market operator.
In figure 3 is presented the evolution of the number of eligible consumers, producers and suppliers in the period 1999-2003, and in figure 4 is presented the structure of market in percentages in 2003.
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Figure 3. Evolution of number of eligible consumers, producers and suppliers between  1999 - 2003 (Source A.N.R.E.)


Beginning with November 2004, the opening rate for the electric power market was increased by Government Decision no. 1823/2004 to 55%, the eligibility limit being a yearly consumption of minimum 1 GWh. As a result, over 2000 final consumers from Romania became eligible. 
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Figure 4 Structure of market and process of liberalization 2003 (Source:       OPCOM)

THE FUTURE DEVELOPMENT OF THE ELECTRIC POWER MARKET


As indicated in "Route Paper for power field in Romania", it’s intended to reach a liberalisation level of the wholesale electric power market of 100% until 2007



On 01.01.2007 is predicted the full opening of the market for industrial consumers, the complete liberalisation being expected by 01.07.2007.

In figure 5 is presented the evolution of the electric power market opening level and eligibility level in the period 2000 – 2007.
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Figure 5. Evolution of the electric power market opening level and eligibility level in the period 2000-2007.

The project of the future wholesale electric power market, which is defined by the commercial Code drawn up by ANRE (approved by Order  of ANRE President no. 25/22.10.2004), and which will get in force in January 2005, is correlated with the European ones and will consist in a voluntary energy bourse for the spot market of energy (day before market) completed with a bilateral free market, normally characterized by medium and long term contracts, and a balance market and reserves which aim at stability of the network in a real, short performance time.
Beside these markets, there is a market for trans-frontier auctions to allocate trans-frontier capacities in an efficient manner. 

Due to the specific characters of electric power sector and medium in Romania, there are some market rules that influence the general project of the market, described hereinbefore horizontally. These rules are described immediately as the principal features of each market are mentioned.
The main characteristics of the future electric power market in Romania:
Day Before Market (DAM)

· Voluntary participation after acceptance of registration by the Market Operator;
· Offers are simple couples price quantity (maximum 25) and there is no possibility to remit complex offers;
· Both purchasing and sale offers can be transmitted; 
· These offers report on energy delivered/consumed during periods of intervals of day before that of transaction;

· There are permitted import and export offers for Trans-Frontier Transaction Zones. Delivery zone must be indicated in the offer;

· The price is determined by the intersection of demand curve with offer after taking into consideration of possible trans-frontier restrictions; Therefore, an unique price of Clearing of the market for all zones will appear in case there is no restriction, otherwise, at the worst, a different price for each zone will appear (effect of market division);
· All transactions allocated that follow the previous rule are bidden and in the event of error, the agents who caused it must pay, according to the procedures of imbalance;
· A model of self-programming is preferable to be used. Thus,  the offers for a day before market are portfolio offers and once correlated, the participants to the transaction realise the programming that must be sent to TSO;

· The responsible party with the balancing (BRP) as an entity, must be created. The participants to the transaction have to be affiliated with BRP or themselves have to be BRP;

· The producers, the suppliers and the responsible parties with the balancing must send their physical notifications and declarations of availability to TSO, who is responsible with the programming;
· The regularization is performed by the Administrator of Settlement (specific service inside OPCOM).
Balancing Market 
· Not all services required by TSO for a constant and secured transport network performance are administrated by equilibration market, but only the following:
· Secondary Reserve 
· The Slow Tertiary Reserve 
· The Fast Tertiary Reserve 

· The offers for this market are for Dispatched Units (UD) and Dispatched loads (ID) and all available capacity for Dispatched units must be obligatorily tendered;
· There are different markets for each type of reserve, the Equilibration Market System, based on technical parameters of each physical unit, will calculate the prices for each type of reserve required, will calculate the appropriate allocation; 
· The principles of calculation are different: The Secondary Reserve is paid according to the principle of marginal price, while Tertiary Reserve (fast and slow) is paid on the basis of principle “payment at offer”.
Market of trans-frontier auctions

This intends to allocate, by utilizing market mechanisms, the limited resources of the capacities of trans-frontiers inter-connections. This is based on the successive auctions market.

· The Capacity of Available Transaction (CTD)   is determined by TSO, according to standards of procedure ETSO for this purpose. This is realized for several periods in a year and CTD resulted is published for the information of the market.
· CTD is auctioned by the Operator of de Market at different times: yearly, seasonally, monthly and finally on daily basis. 
The non-allocated capacity is transferred to the next auctions.
· The participants to the market have the obligation to announce the capacity available previously allocated, in case they will utilize it doubtlessly. Otherwise they will lose it.
· All capacity not-allocated or not-announced is transferred for the day before market for usage in the process of division of the market.

The specified characteristics of the future market’s project for  adjustment to the necessities of Romania are:

Portfolio contracts

Portfolio contracts will be concluded between producers and distributors (suppliers) for a continuous flux of payment between parties and for the protection of parties from total exposure to potential volatility of the day before market price for transition period.
This period will begin in 2005 and will finish in 2007 and further, when the volume of the portfolio contracts will be reduced to the adequate quantity with the necessary acquisitions of “final Supplier”, that is to the adequate quantity of those consumers who decide not to transfer on to the competitive market and maintain a settled price on a settled market.
Priority Production
A.N.R.E. can define the units with priority production which will enter on the day before market at fixed prices (the price fixed by A.N.R.E.). There are two units with priority production:

· Non-controllable: Aeolian energy, solar, energy produced by hydroelectric, power plants on water flows, etc. Those whose production cannot be forecasted precisely, and is not flexible either.
· Controllable: Those which are not  the non-controllable.
It’s compulsory for the participants to the market to participate within these contracts for announcement of the production with priority expected for months (once a year), for weeks (once a month), for seven days before (once a week) and daily. All final measured quantities that were not announced before will not enter on the market a day before as the offer corresponding to a settled price and will not be regularized.
The mechanism of capacity’s emoluments 
It’s expected the introduction of capacity’s emoluments to keep enough capacity in the production system, to cover the units for load peaks, when they produce. 
The function and the role of each entity 
It’s also important at this point to describe the main functions and the role of each entity that operates on the market.  
The Operator of the Market OP - OPCOM

· Operation of the Market a day before.

· The auction of trans-frontier capacities. 
· May organize getting system services and loss from network in the name of TSO or other network operators.
· Supervision of the market & administration of Commercial Code
Operator of Transport System (TSO) - Transelectrica

· Programming
· Operation of Balancing Market
· Acquirement and usage of system services
Administrator of Settlement (AS)

· It’s a  distinct service  within OPCOM
· Regularization of the markets (Day before Market, Balancing and Trans-frontier), taxes for imbalance, etc. According to the Commercial Code (partially in the name of TSO).

Party responsible with Balancing (BRP)

· Any licensed party (ex. Producer or Supplier) registered at TSO that is responsible financially for imbalances.
· Covers the points of connection as well as the bilateral exchanges.

       Distributor

· The one who performs the commercial activities related to a distribution company.
· To be noted: Both TSO and Distributors are mentioned as “Network Operators”
Measuring Operator

· A company that is responsible with the measuring in the transport  or delivery network.
EVOLUTION OF THE SYSTEM FOR TARIFF OF ELECTRIC POWER 
In the first stage - 1999-2001 ANRE  emitted, for the first time in Romania a package of regulations through which were defined the tariff methodologies for electric and thermo - power, as well as for the transport, system and distribution services. 
          The most  relevant were:

- Methodology of  allocation of expenses between electric and thermo power at the existing co-generation plants, through which subsidy crossed between electric and thermo power was eliminated;  

- Methodology for establishment of tariff for electric power transport, based on the principle of long term costs,  statuted  two components of the transport tariff –component C1 of injection, paid by producers and component C 2 of extraction from network, paid by suppliers. For C1 were established 12 tariff zones, while for the component of extraction in this stage was established an unique national zone.

- Methodology for establishment of tariff for electric power distribution, based also on the principle of cost + permitted the separation of supply and distribution functions.

- Methodology for establishment of tariff for system services that allowed the producers to recuperate the cost of system services guaranteed under Operator of system application.
- Methodology for establishment of tariff for system Operator (functional services) permitted to recuperate the system operator’s own cost for assuring this service to the participants to the electric power market.
- Methodology for establishment of tariff levied by the commercial Operator of wholesale electric power market established the manner of calculation of regulated tariff  on the basis of which the commercial Operator recuperates from the participants to the electric power market the justified expenses  of the  wholesale market administration service.
- Methodology of tariff for the captive electric power consumers   established the manner of calculation of regulated tariff for electric power  supplied (delivered) to the final consumers.
According to the requirements of normative documents in force, ANRE introduced a new tariff system for domestic consumers and diversified supply tariffs for industrial consumers. By choosing this strategy it was possible the elimination in two stages of the subsidy that the industrial consumer endured, simultaneously with the guarantee of a minimum consumption, at reasonable prices (social tariff), for the disadvantaged categories of the population.
The second stage – 2002 – 2003 consisted in the progressive growth of the prices and tariffs settled, so that these were to cover the justified prices of the economic agents, ensuring these ones a financial viability which may also permit lasting development of the sector.

A third stage started in 2004 represents a profound structural reform to establish tariff methodologies for network activities - transport, distribution and system services.
For electric power distribution activity, the method of regulation chosen by methodology is of the type "tariff limit basket ".

The methodology is used by electric power distribution operators for the calculations of specific tariffs of distribution.
The length of settled periods is 5 years, except the first period of settlement, which is 3 years. 

The present methodology aims to support investments in distribution companies, the assurance of distribution service quality, the function under safety conditions of distribution companies, their financial viability  and the possibility for investors to obtain a reasonable profitability of the invested capital.
The settled income for assuring the distribution service covers the justified costs and the profitability for settled basis of assets. The profitability for settled basis of assets is obtained on the basis of the settled rate of profitability and of the net accounting value of the assets that contribute to the distribution performance, value recognited by the competent authority. The calculation of settled rate of the profitability is obtained on the basis of average moderate cost of the capital before taxation, where the average moderate cost of capital used by the distribution operator takes into account the long and short term loans, own assets, subsidies and deposits.  For the first settled period, the settled rate for profitability was evaluated at 12% in real terms. For the second settled period, the settled rate for profitability is 10% in real terms. In the acceptance of the methodology the subsidies and deposit costs are considered zero. The cost of assets reflects the net income that the distribution company’ shareholders will obtain after covering all relevant costs.
The average moderate cost of the assets is calculated as total of used asset costs, taking account of their weight. 
The settled assets base must reflect cautious investments of the delivery operator in the assets used or necessary for the distribution service. The settled assets base includes half of the value of assets which will be in service during current year, recognized by the competent authority. If some assets are utilized by more activities of the distribution operator, then yearly incomes of the company that lets these assets and yearly costs with relevant letting for the activity that requires letting will be specified.
In case the distribution operator realises the re-evaluation of assets, this is reflected in the value of settled base of assets, but not more than the consumer price index. The re-evaluation of assets implies considering the real values in the calculation of average moderate cost of the assets.
For approval to include new assets immobilised under settled base of assets in the year n+1, the distribution company divides the assets immobilised, corporate and non-corporate in three categories namely essential immobilised assets, necessary immobilised assets and justifiable immobilised assets. In accordance with the importance and necessity of future investments, the competent authority approves or not their inclusion in the settled base of assets.
Every year ANRE analyses the financial results of previous year, comparing the incomes and costs realised with those previously approved for distribution activity. In case of registering some loss, under solicitation received from distribution operator, ANRE analyzes the reasons that caused the loss and decides the value of necessary correction.
If it is due to some management errors and/or due to an inefficient operation, this will not be covered by its including in the future tariffs. 
The yearly incomes corrections are permitted only for variation of quantities realised against those forecasted, for variation of quantity of CPT. At the end of the settled period the corrections for investments are accomplished.

In special cases, the distribution operator that registers an income in deficit may solicit to allot on aid tariff destined exclusively to rectification of financial situation risen from disaster or force majeure situation. 
Another novelty element is the proposal that in case of privatisation to be taken into account the amount paid by investor for acquisition of stock issued by distribution companies. Under these conditions, the stock-holders obtain a profit relevant to the own assets, but not more than that invested in fact at the moment of own assets’ transfer from state property into private property. In case the amount paid by the private investor is less the accounting value of assets at the moment of payment, the settled base of assets will be reduced by the difference between proportion of own assets registered by distribution company before privatisation and the value invested actually by  purchasing of  stock by investor. 
For electric power transport activity, the settled method selected by methodology is of the type “income limit”.

Applying this type of stimulating settlement was designed to assure: an equitable allocation between transport and system operator and the beneficiaries of transport services of incomes arisen from increase of efficiency over the limits settled by the competent authority, the efficient performance of transport company, the prevention of getting by transport and system operator of any possible advantages caused by monopoly position, the promotion of efficient investments in of efficient maintenance and management practices the transport network transport, the promotion of efficient maintenance and management, the efficient use of existing infrastructure, the continuous improvement of the transport service quality, the financial viability of transport company, the public report and transparency regarding the settlement process.
The methodology is used by the transport and system operator, for calculation of settled incomes and transport tariffs within the framework of a settlement period, the transport tariffs going to be applied to all beneficiaries of electric power transport services: producers, consumers, suppliers, distributors of electric power.
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