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Changes reshaping the Greek Electricity Market 

 

 

 

  
Ι .  I NTRODUCT I ON   

 
The Greek electricity market has been characterized by isolation and liquidity shortage 

(the “missing money” phenomenon). Furthermore, it was marked by a difficult struggle 

between de jure and de facto (effective) liberalization. Although the three EU Energy 

packages were formally transposed into the national legal order respectively through 

Laws 2773/1999 (Government Gazette A’ 286/1999) and 4001/2011 (Government 

Gazette A’ 179/2011), the electricity markets, both upstream and downstream, still 

immature. This is due not only to the dominance of the incumbent operator (Public 

Power Corporation - PPC), but also to the entrance of speculative players in the market 

during the past years and the inadequacies of the regulatory framework.   

 

However, during the last two years something seems to be changing: the Greek 

government, under the pressure to implement the new EU Target Model and the 

specific commitments undertaken in the frame of the 3rd memorandum with the 

country’s creditors, has adopted several legislative initiatives that can reshape the 

electricity markets in Greece.   
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I I .  IM PLEMENT AT I ON OF THE  T AR GET  M ODEL  

 

The Greek wholesale electricity market is organized as a day-ahead mandatory pool 

accompanied by a corrective mechanism of imbalances settlement. Due to the 

dominant position of PPC as seller and buyer, distortions of competition occurred (there 

have been often accusations from competitors that PPC manipulates the marginal 

price of the system) and as a consequence the market does not function in an efficient 

way. Law 4425/2016 (Government Gazette A’ 185/2016) aims at the reorganization of 

the wholesale electricity market in accordance with the EU Target model and EU 

Regulations 714/2009 and 2015/1222, so as to transform the Greek electricity wholesale 

market to a mature, competitive and efficient market. According to the said Law, the 

wholesale market will operate through four distinct and regulated markets 

(mechanisms): 

  

 the term products market 

 the day-ahead market 

 the intraday market  

 the balancing market 

 

However, further and more detailed regulation is required in order for the 

aforementioned markets to be fully operative. It is expected that the respective Codes 

will be adopted by the Regulatory Authority for Energy (RAE) within the first semester of 

2018 (the initial planning was to have the codes in place by the end of 2017).   

 

 

I I I .  ENERGY  EXCH AN GE   

 

The aforementioned markets will be coupled and supplemented by the creation of an 

Energy Exchange (Hellenic Energy Exchange – HEE). Respective legislative provisions 

have been recently adopted (Law 4512/2018 – Government Gazette A’ 5/2018)) within 

the frame of the prerequisites for the third review of the implementation of the program 

between Greece and its creditors. The HEE will operate the day-ahead market, the 

intraday market and the energy financial markets. It will be supervised jointly by RAE 

and the Hellenic Capital Markets Commission (HCMC). The Manager of the 

Transmission Network (ADMIE) will continue to operate the balancing market. Until the 

full realization of the single intraday coupling according to the EU Regulation 

2015/1222, the Market Operator (LAGIE) will assume the operation of the intra-day 

market. 
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IV .  I NTERRUPT AB I L I TY  SERV I CES  AND FLEX IB I L I TY  M ECH ANI SM   

 

In an electric system stability and security of supply must be assured on a short and 

long term basis.  

 

In the short term, Greece introduced in 2014 a regime of regulation of the provision of 

interruptible services approved by the European Commission under State Aid rules (see 

SA. 38711), reinforcing the stability of the system. According to these rules the Manager 

of the system organizes periodically bidding offers open to the eligible customers. The 

duration of this regime has been extended until 31.12.2019 (see SA. 48780).  

 

In view of the maintenance of the security of supply of the system on a long term basis, 

previously applicable mechanisms, such as the capacity availability certificates and 

the variable cost compensation mechanism were managed directly by administrative 

authorities – thus, not fully aligned with market conditions. Therefore, the European 

Commission and the creditors took the view that such mechanisms distorted free 

competition.  

 

Greece has abolished the said mechanisms and put in place a Transitory Electricity 

Flexibility Remuneration Mechanism, which had been approved by the European 

Commission [see State aid n° SA.38968 (2015/N) Greece] and expired on 30.04.2017. 

Greece has assumed the obligation to introduce a permanent flexibility compensation 

scheme that will be open to the participation of cross-border resources with 

neighbouring systems. 

 

 

V .  NEW ER A F OR RE NE W ABLE  ENERGY  S OUR CES  (RES )  S UBS IDY  

 

Law 4414/2016 (Government Gazette A’149/2016) has extensively modified the 

applicable regime of incentives for electricity production from renewable sources. The 

Law provides for a transitory regime for the existing / operating RES units, which can, 

under specific conditions, maintain their previous status of price subsidization (Feed-in-

Tariff – FiT system) or migrate to a so-called operational aid (Feed-in-Premium – FiP 

system), as laid down in more detail in the said Law. For the new RES units a regime of 

competitive tenders (auctions) is introduced by the Law. In principle, the FiP system 

should have a less distortive impact, as the public subsidy will be calculated generally 

as a difference granted on top of the marginal price of the system. By contrast, under 

the previous FiT system, RES units benefited of a guaranteed price, which was allegedly 

set in an arbitrary manner by the administration and resulted in over subsidisation. 

Moreover, as far as new RES units are concerned it must be ensured that future auctions 

will be non-discriminatory and technologically neutral.     

 

All aspects of the new RES subsidy regime have been approved by the European 

Commission by virtue of the Union’s rules on State Aid control (see SA. 44666 and SA. 

48143). These approvals reinforce considerably the legal certainty and predictability of 

the new regime for the years to come and assure compatibility with the EU 

Environmental Protection Guidelines in combination with a high level of undistorted 

http://www.klclawfirm.com/
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competition. That said, the new regime has not yet been battle tested to allow for a 

full assessment of commercial, operational and legal risks.  

      

 

V I .  FURTHER L I BER AL I Z AT I ON I NI T I AT I VES  

 

Greece has undertaken the commitment towards its creditors to reduce drastically 

(below 50%) the market share of PPC by year 2020 (see Law 4336/2015 – Government 

Gazette A’ 94/2015). That should be the result of market initiatives as well as of structural 

measures.  

 

In line with the above Law 4389/2016 (Government Gazette A’ 94/2016) has introduced 

NOME auctions, essentially as an alternative source of electricity supply. PPC is obliged 

to auction periodically a quantity of electricity form lignite and hydro units, determined 

every year by RAE. NOME auctions offer suppliers and other eligible users access to 

electricity production sources currently controlled by PPC and thus aim at boosting 

competitiveness in the downstream markets. The first NOME auction took place in 

October 2016. Although NOME auctions have allowed private suppliers to become 

more active and seek more aggressively larger market shares, it appears that this 

measure alone is not sufficient to bring drastic market changes.  

 

In parallel, the Greek government has undertaken towards the European Commission 

that PPC will divest part of its lignite units (Meliti I and II in the Northern Greece and 

Megalopoli in the Southern Greece). That would allow the emergence of other strong 

players in the market by reducing significantly PPC’s market shares. To that end, DG 

Comp is conducting a market test for the units for sale. The first phase of this market 

test has been completed and apparently shows that the two major problems are the 

supply of lignite units from closely located mines (Meliti II and II) and the preservation 

of existing working places (Megalopoli). 

 

 

V I I .  PERSPECT I VES  

 

Perhaps for the first time on realistic terms, there is hope that the reform of the Greek 

electricity markets will allow to proceed with a significant degree of real liberalization 

and permit the transformation of the Greek market into a mature, open and highly 

competitive market. However, achieving such goal will depend, in our opinion, on the 

fulfillment of at least the following conditions:  

 

 The Greek government should take all the necessary steps so as to complete 

during the year 2018 the regulatory framework to fully implement the 

aforementioned reforms. In fact, Greece has a strong negative history of 

incomplete / non operative reforms. Completion and fine-tuning of the 

regulatory framework must be prompt so as to give to the markets the right 

signal of determination and stability. 
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 RAE and generally supervising authorities should proceed promptly and resolve 

all necessary licensing and regulatory prerequisites in close consultation with 

market participants. 

 

 Market participants, including investors and credit facilities, should be alert to 

and flexible to adjust and live up to the new reality of a more mature market, 

striking a fine balance of investment risks and rewards. 

 

If the aforementioned conditions are met and important infrastructure projects are 

accelerated and completed on time, such as the so-called “Euroasia project” of 

transmission system interconnection between Israel, Cyprus and Greece, electricity 

markets in Greece can rapidly become fully interconnected and highly competitive. 

 

That, combined with liberalization efforts in the Gas sector and a set of important on 

going and anticipated Oil exploration projects could finally transform Greece into a 

real energy hub in the East Mediterranean area for the years to come.  
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