


TRANSMISSION

TEXT The top box provides an overview of ownership, operational, and
regulatory responsibility regarding the region’s transmission system, as well
as addressing congestion constraints, new projects, and tariff regimes.

MAPS The first graphic usually depicts the region’s transmission system. The
second graphic contains information about import and export interconnection
capacity to the region’s neighbors.

MARKET OPERATIONS

TEXT The bottom text box describes the state of the wholesale market and
details main market rules.

MARKET DATA When a market is in place, we provide historical wholesale price
data for the last 1 to 2 years. We also provide basic wholesale price statistics,
such as average price, minimum price, maximum price, as well as the
standard deviation.

STATE MARKET BRIEFINGS

THE DIRECTORY is intended to provide a reference for the reader to which
actors are active in the various market segments: generation, wholesale trading,
transmission, distribution and retail supply.

= Under the wholesale market and retail supply category, we specify how the list
has been determined (i.e., whether it is from a list of registered participants, or
simply includes principal actors in that segment).

= In the distribution sector of certain regions, there are literally hundreds of
small municipal actors. We have chosen not to list these actors by name, but
rather to refer to their existence in broad terms.

MACROECONOMIC INDICATORS

This information is provided to place the state in a macro economic context.

We provide a brief overview of regulatory developments specific to the state.

DISTRIBUTION

TEXT The top text box provides an overview of ownership, operational and
regulatory responsibility regarding the region’s distribution system.

MARKET DATA We provide average distribution rates, comparing distributors
and illustrate the primary distribution utility service territories in the state.

RETAIL MARKET

BAR CHART Where relevant, we provide bar charts that summarize switching
statistics.

DEMAND PIE CHART This graphic illustrates the breakdown of consumer demand.
TEXT The bottom text box provides an overview of state regulations regarding

the retail market, mechanisms for encouraging switching, switching statistics,
and provider of last resort policies.
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Estony

FINLAND

Baltic Sea l

Gulf of Riga

USEFUL LINKS

Gulf of Finland

RUSSIA

Estonia

Energy Market Inspectorate (EMI)
Regulator

http://www.eti.gov.ee/

Eesti Energia
Main Generator
http://www.energia.ee/

Ministry of Economic Affairs and Communications
Government Institution
http:.//www.mkm.ee/

DC Baltija
Regional Association
http://www.dc.riga.lv/

46 | Estonia

Europe/Regional

Energy Information Agency
http:.//www.eia.doe.gov

International Energy Agency
http://www.iea.org/

UCTE
http://www.ucte.org/

EU
http://europa.eu.int/

European Commission
http://europa.eu.int/comm/index_en.htm

Eurostat
http://europa.eu.int/comm/Zeurostat/

Erra
http://www.erranet.org

World Nuclear Association
http.//www.world-nuclear.org/




Population (2002) 1,358,000
GDP per capita, $, (2002) 4,792
GDP Growth (2002) 6.0%
(ELCTRLETY SECCR SSes
Installed Capacity (2002) 3,200 MW
Available Capacity (2002) 2,700 MW
Peak Demand (2002) 1,500 MW
Consumption (2002) 6,400 GWh
Load Growth (2000-2010) 0.2% p.a.
Expected Additions (2004-2010) n/a
Generation (2002) 8,400 GWh
Imports (2002) 300 GWh
Exports (2002) 1,000 GWh

Source: Eesti Energia, DC Baltija. Lithuanian Energy Institute, World Bank
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REGULATOR

Energy Market Inspectorate (EMI)

GENERATION

Eesti Energia

WHOLESALE MARKET

There is currently no wholesale market in place

TRANSMISSION

National Grid (Eesti Energia)

DISTRIBUTION

Eesti Energia
Fortum Elekter
Narva Elektrivérgud

Foreign Investors:
Fortum

SUPPLY

While some customers are free to choose their supplier in
Estonia, there are currently no suppliers officially registered

with the government or the regulator
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= The new Electricity Market Act entered
into force in 2003, aiming to align energy Generation
sector policy with EU requirements (Eesti Energia)

The law prescribes unbundling Eesti
Energia, a state-owned vertically
integrated utility. At present, there are
separate business units for generation,
transmission and distribution

Transmission

Energy Market Inspectorate, established National Grid (Eesti Energia)

in 1998, was granted more authority
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Currently, market opening is under 10%.
Given Estonia’s small size, the new
legislation allowed derogation from the
EU Directive such that further market Dfer o e

opening can be deferred until 2009 (35%) Eesti Energia, Narva Elektrivork, Fortum Elekter
and 2013 (100%)
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= The market is dominated by
Eesti Energia; the government is
committed to maintaining its
vertically integrated structure

I_
O
L
n
a¥
<
Z
9
<
Z
O
|_
n
Ll

- Estonia will be a part of a planned Eligible Customers Non-Eligible Customers

single market for Baltic countries

= Eesti Energie controls more than 90%  KEY PLAYERS
of generation. Municipal plants possess Capacity Generation
the remaining capacity

= Estonia is committed to continue using Other
indigenous oil shale as the primary fuel 5% Other
source. It also owns Eesti PdlevkKivi, 9%
the sole supplier of oil shale

GENERATION

= In 2000, the Eesti Energia power
plants were being privatized through . . . .
a sale to NRG (US). The deal was Eesu9§£/:)ergla Eesn9]%%ergja
cancelled in 2001 on the grounds that
NRG was not able to secure financing
in time to complete the acquisition

= Recent modernization program

improved the environmental and ENERGY SOURCES
safety standards at the two main Capacity Generation
plants, which allowed Estonia to Oth
; Other ther
meet EU environmental standards 59

= Estonia favors feed-in tariffs to promote
renewable energy: guaranteed tariffs
and access to the grid for renewable
energy producers

QOil Shale
91%

. QOil Shale
= Energy is still sold under regulated 95%

prices (price cap regime). Since oil
shale is produced by a monopoly
(Eesti Polevkivi), its price is also
established by the regulator

Source: EIA, Eesti Energia, ERRA, Ministry of Economic Affairs and Communications
48 | Estonia



ESTONIA

TRANSMISSION MAP 0
Thermal
Tallinn Power Plant

Source: DC Baltija
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Estonia is a part of the interconnected transmission
system of the three Baltic countries and Russia.

PRICES BY CUSTOMER SIZE, 2000-2002

$/MWh excl. VAT
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Medium
Small

2000 2001

Source: Ministry of Economic Affairs and Communications

DEMAND, CONSUMER TYPE, 2002

2002

Commercial and

Transport
20/, 29%

Industry
34%

Source: Ministry of Economic Affairs and Communications

Public Services

Households
31%

= Eesti Energia, via its 100% owned
subsidiary, National Grid, is the
transmission system operator. Legal
separation of National Grid is expected
by 2005; no privatization is expected

= The transmission system spans
about 6,000 km

= Transmission charges are regulated
using a cost plus regime, with
intentions to move to performance-
based ratemaking

= Estonia, together with Latvia and
Lithuania, plans to integrate its
transmission system and market
operations under a Common Baltic
Electricity Market framework, which
entails the creation of Baltic Power
Company, a single transco for the
three Baltic countries

= Baltic IPS (interconnection of the power
systems of Estonia, Latvia, & Lithuania)
is the power pool

= Operative-dispatch management of
the Baltic IPS is carried out by the
Baltic Power Systems Regional Control
Centre (DC Baltija) in Riga, Latvia

= Eesti Energia owns two-thirds of the
Estonian distribution network. The
remaining networks are owned by
Fortum Elekter, Narva Elektrivérgud,
and over 60 other small municipal
utilities

= Under the new Electricity Market Act,
large distribution networks will be
legally unbundled from Eesti Energia

= Supply and distribution are not separated
= In 2002, no customer switched suppliers

= Network losses are still high, at 13%,
but expected to decrease

= Estonia was one of the first East
European countries to eliminate
cross-subsidies in 2002. Therefore,
electricity prices today almost reflect
full costs

= In February 2004, Eesti Energia filed an
application for a 14.9% price increase

= The tariffs are regulated using a price
cap regime

= The tariffs are grouped into 16 packages
enabling the consumers to select the
most suitable one (options with time-
of-the-day rates, capacity charges, etc.)
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