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SNIENISE of market power is a potential

grwlerr f the deregulated electricity
Sector

.- r}\ dro power is a special case due to zero

“Variable cost, high effect capacity and
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- Wwater storage
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iAre power
=50ciall optimum
= @frﬁpoly
= %' The role of constraints
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' A_(_mlxed hydro and thermal system
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e The law of one price:
Arbitrage and Hotelling’s rule
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=——=® The law of variable price:

® Prices differ between periods according to
price flexibility,
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e Ramplng up

® Ramping down
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Hmrm s prlnC|pIe start with period T

in period t<T and T:

-® 'Fhreat of overflow/overflow in period s<T
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SVEidinalfreventie replace marginal willingness to
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. 1_:aw of variable price
-~ ® May have spillage
e May not fill up reservoirs
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acessary conditions
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Thermal extension
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Hydro energy

Thermal extension
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Hydro energy
Thermal extension
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SElfiliiewater values become stochastic
Vaniables, system must avoid going dry

o C £07] petltlve fringe
-:;__ =Hydro or thermal; will reduce possibilities of

—,-._.! Strateglc shifting of water
' Oligopoly game between hydro producers
— Essentially a dynamic game, reduces the

possibilities of strategic shifting of water




SOICIUSIONS for: the Real O™

yiNlinberofiphysicaliconstigintsionthydion
r)rorlur*- iesulting 1n fluctuating prices
SNVISHNEW tihe expected water values and

rrwr al supply function in detail in order to
|fy tise of market power

= ' .- urte complex in the case of uncertainty about
_mflows to reservoirs and temperature dependent
demand

¢ Quite complex to find solutions to dynamic
gaming
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