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1 Introduction

The amendments to the Electricity Market Act (588/2013) (Act on Amending the
Electricity Market Act 497/2023) came into force on June 1, 2023. According to
Section 65 a of the Electricity Market Act, "The end-user has the right to offer de-
mand response on an organized marketplace either independently or through an
aggregator.” According to Section 65 a of the Electricity Market Act, "The end-user
must compensate their open supplier or balance responsible party for the costs in-
curred during the activation of independently implemented demand response in the
day-ahead market, intraday market, or balancing market." According to Section 72
a of the Electricity Market Act, "The independent aggregator must compensate their
customer's open supplier or balance responsible party for the costs incurred during
the activation of demand response implemented in the day-ahead market, intraday
market, or balancing market." In this document, the end-user is equated to an inde-
pendent aggregator when the end-user offers up- or down-regulation energy to an
organized marketplace independently, i.e., without bilateral agreements with the
open supplier and balance responsible party.

The amendment (Act Amending the Act on the Regulation of the Electricity and Gas
Markets (Laki sahko- ja maakaasumarkkinoiden valvonnasta annetun lain muuttam-
isesta 499/2023)) to the Act on the Regulation of the Electricity and Gas Markets
(Laki s&hko- ja maakaasumarkkinoiden valvonnasta 590/2013) also came into force
on June 1, 2023. Section 10, subsection 6 b) of the Act provides for the confirma-
tion of the compensation calculation method.

2 Definitions

Down-regulation refers to the reduction of production or the increase of consump-
tion. In down-regulation, Fingrid sells activated Balancing Energy to the Balancing
Service Provider

Automatic Frequency Restoration Reserve (aFRR) is a centrally controlled, auto-
matically activating frequency restoration reserve, the purpose of which is to restore
the frequency of the electricity system to the nominal frequency and to restore the
power balance of the load-frequency control area to the design value.

Independent Aggregator refers to a Balancing Service Provider that combines Re-
serve Resources, bypassing the conventional electricity supply chain. In other
words, it refers to a party that is not an Open Supplier or Balance Responsible Par-
ty of the Reserve Resources.

Compensation Fee refers to the compensation fee charged or paid by Fingrid under
the compensation model for Independent Aggregators.

Compensation model refers to the reimbursement of the costs incurred during the
supply of down- and up-regulation by an Independent Aggregator. The compensa-
tion is paid towards the Balance Responsible Party of the Reserve Resource. In
addition, an imbalance caused by the delivered balancing energy is adjusted in the
Balance Responsible Party’s balance with an imbalance adjustment.
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Reference price refers to the price used to calculate the compensation fee.

Reserve Resource refers to an individual resource capable of control; a power
plant, consumption facility or energy storage facility.

Balancing Service Provider refers to the contracting party that has concluded an
agreement with Fingrid to participate in the reserve market. A Balancing Service
Provider may be an Open Supplier or Balance Responsible Party of a Reserve Re-
source, an Independent Aggregator, a Contractual Balancing Service Provider or a
combination of the above.

Imbalance settlement period refers to the time unit for which the balance responsi-
ble parties' imbalances are calculated. The Imbalance Settlement Period is 15
minutes.

Balance Responsible Party refers to an electricity market party who is responsible
for the said market party’s imbalances and has a valid Balance Agreement with
Fingrid. In other words, the party’s open supplier is Fingrid.

Balancing Energy Delivered refers to the balancing energy defined and reported by
the Balancing Service Provider to Fingrid or Fingrid's service provider, which the
Balancing Service Provider delivers to the Automatic Frequency Restoration Re-
serve. The Balancing Service Provider shall determine the balancing energy for
each Imbalance Settlement Period.

Day-Ahead Market refers to an electricity marketplace where parties trade in elec-
tricity sold and purchased for the next day.

Up-regulation refers to the increase of production or the decrease of consumption.
In down-regulation, Fingrid buys activated Balancing Energy from the Balancing
Service Provider

3 Compensation model calculation method in the Automatic Frequency
Restoration Reserve (aFRR)

The compensation fee is determined for each Imbalance settlement period as fol-
lows:

Compensation fee = Balancing Energy Delivered x Reference price,

where the Reference price is the Day-Ahead Market price in the Finnish bidding
zone during the relevant imbalance settlement period.

The compensation fee applies to the Balancing Energy delivered by the independ-
ent aggregator as follows:

Up-regulation energy:

e Fingrid charges the independent aggregator the compensation fee.
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e Fingrid pays the compensation fee to the Balance Responsible Party of the
Reserve Resource.

Down-regulation energy:
e Fingrid pays the independent aggregator the compensation fee.

e Fingrid charges the compensation fee from the Balance Responsible Party
of the Reserve Resource.



