2. Special column - Power market reform

China to build a unified national power market by 2029

In November 2024, the NEA led more than 20 units, including the China Electricity Council (CEC), to jointly formulate
the Blue Book on the Development Plan of the National Unified Power Market (CHN: 4= [E 4i— 8, J1 1137 K& & I ki 5 iz
5), which proposed for the first time a three-step roadmap for the construction of a unified national power market.
The Blue Book proposes that China will initially build a unified national power market by 2025, with basic trading rules
and technical standards unified and orderly connection between inter-provincial/regional markets and
provincial/regional markets. By 2029, a unified national power market will be fully built, provincial spot power markets
will be covered nationwide, and new energy will fully participate in market transactions. By 2035, the unified national
power market will be improved, with a full range of trading varieties, free competition among trading entities, and a
price mechanism that fully reflects the value of various resources so that a high share of the new energy power market
can operate effectively and stably.

According to the interpretation of the NEA, large differences exist in the framework, rules, and transaction varieties
of the current provincial and regional power markets. Inappropriate administrative intervention still exists in some
markets, creating barriers to transactions between markets. In addition, some regions have not yet carried out
transactions and settlements by time interval for medium- and long-term contracts, resulting in the inability to
effectively connect the medium and long-term markets with the spot market. These problems require the continuous
improvement of the power market mechanism. The CEC states that setting the target year for the full completion of
the national unified power market in 2029 will ensure that power market reform and reforms in other sectors are
promoted in parallel and connected with China's 15th Five-Year Plan for the Power Sector Development. Based on this,
the Blue Book proposes eight key tasks."

1. Multi-level market structure, clarify the functions of the provincial, regional, and inter-provincial/regional power
markets and establish an effective connection mechanism, expand the inter-provincial/regional market entities;

2. Complete trading varieties, deepen and optimise the medium and long-term contract market, spot market,
ancillary services market, and capacity market, and explore the transmission rights and futures markets;

3. Adaption to the green transition, improve the trading mechanism of large-scale wind and solar bases, explore
the joint participation of multiple types of entities in the market; improve the green certificate trading mechanism
and enhance its liquidity;

4. Safety and sufficiency, flexibility and interaction, incentivise conventional units, pumped hydro, new-type energy
storage and other regulating power sources, increase the scale of demand-side response (DSR) and promote
DSR to participate in the market;

5. Open and fair market operation, unify basic trading rules and technical standards, strengthen settlement
management, and build a standardised information disclosure system;

6. Connection between the wholesale and retail markets, optimise the price transfer mechanism, enrich the retail
trading varieties, and simplify the administrative process;

7. The connection between policies and management, establish a feedback mechanism between power markets
and power planning, and strengthen the support of power markets for power supply security;

8. For scientific and efficient supervision, conduct digital supervision and establish a market credit system and
evaluation feedback mechanism.
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The inter-provincial spot power market officially starts its operation

The inter-provincial spot power market refers to the day-ahead and intra-day electric energy transactions based on
inter-provincial medium and long-term transactions. In August 2017, China launched inter-provincial spot transactions
for surplus renewable electricity, which became the inter-provincial spot power market prototype. In November 2021,
the State Grid issued the Inter-Provincial Power Spot Trading Rules (Trial) (CHN: 25 8] B F3 B 8828 300 GRAT) ),
which established the fundamental rules for inter-provincial spot power market. In January 2022, the inter-provincial
spot power market was launched. After the simulation trial operation and settlement trial operation, the market turned
to official operation on October 15, 2024.

The inter-provincial spot power market is currently being carried out in the administrative areas of the State Grid and
Inner Mongolia Power Co. Ltd.,, and a complete market system has been formed, including inter-provincial medium
and long-term transactions, day-ahead and intra-day transactions, and ancillary services. As of June 2024, the
cumulative transaction volume was about 75 TWh, with thermal power, hydropower, wind power, and solar PV
accounting for 53%, 21%, 19%, and 7%, respectively; the average transaction price was 0.77 RMB/kWh, 0.24 RMB/kWHh,
0.3 RMB/kWh and 0.23 RMB/kWHh, respectively. Inter-provincial spot power markets enable efficient real-time
transactions in various regions while promoting new energy consumption, bringing more opportunities for new
market players such as energy storage and VPPs."?

China's first regional power market completes full-month settlement trial
operation

The southern regional power market is China's first regional power market, covering five provinces: Guangdong,
Guangxi, Yunnan, Guizhou, and Hainan. It has been in trial operation for over two years and has completed multi-
day and multi-week settlements. In November 2024, the southern regional power market completed its first full-
month settlement trial operation, marking that it has the conditions for long-term settlement operation. When the
renewable power output of any province fluctuates, the southern regional power market can automatically find the
best solution within 15 minutes. During the full-month settlement trial operation, the market added nearly 900 GWh
of unplanned hydropower in Yunnan and wind power in Guangxi, effectively avoiding the curtailment of clean
energy.'
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