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Concept Paper 

Handbook for “Setting-up National Power Exchanges in SAARC” 

Background: 

Power markets can have different structures and therefore can operate in many ways. New markets 

may emerge in future with new ideas however some characteristic features are common to all 

electrical energy markets since generation, transmission and distribution are governed by the same 

physical laws. New operating conditions of electricity systems are characterized by fast changes in 

power generation and uncertainties in energy delivery.  

A possible solution is the introduction of competitive power markets for stabilizing long-term 

development of power systems. For this to happen, it is important to look into two major aspects 

of competitive market, they are establishment of national power exchange and secondly the 

settlement of the imbalance. Power exchange is necessary to bring competition among market 

participants while Imbalance settlement is necessary to bring discipline in the system. There should 

be harmonized operational preconditions for national power system to operate smoothly. 

Consequently, similar rules and standards need to be followed for information exchange like 

reporting, performing settlement, invoicing and collateral management etc. 

Further, in order to participate in the regional power exchange, all responsible parties regardless of 

the country or market, has to abide by the common precondition. Inevitably, some national 

differences will remain, and it may not be possible to harmonize these in the short term. The 

handbook should also gather the experience of many years from energy sector reforms in South 

Asian countries and indicate the main challenges facing energy supply industry in the future. 

Introduction: 

In most of the South Asian countries, electricity distribution is operated and maintained by public 

distribution companies. The energy accounting is generally based on the monthly billing system 

where customers are charged based on the prescribed tariff determined by the regulators. Over the 

years, most of the countries and regions around world have move towards competitive market 

modality. For SAARC countries, to come up with power exchanges, each country has to bring 

substantial improvement in infrastructure, regulation, financial settlements and other requirement 

as necessary. These associated issues have to be discussed and the roadmap for development of 

such strategy is required to be studied and addressed, accordingly. Thus, a handbook is essential 

for countries to start planning for necessary requirements for the establishment of national power 

exchange. The handbook can be seen as a review of the most important issues, which are important 

for the understanding of the actual and future processes in the power supply sectors. Therefore, 

for this thorough assessment, SEC, under its thematic area of Program on ‘Energy Trade between 

the SAARC Countries’ (PENT), proposes the development of handbook for “Setting-up National 

Power Exchanges in SAARC”.  
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India is the only country in the South Asian region which has implemented the competitive power 

market at national level. Though Bangladesh, Nepal and Bhutan are connected to India grid, the 

mode of market operation with these countries are still bilateral in nature. It is important that the 

South Asian countries have to take a proactive move in order to move towards the open and 

competitive market plan. Therefore, it is felt necessary that the country specific plan and guidelines 

have to be studied so that each country can follow it up to reach its milestone when it comes to 

power market.  

Objectives: 

Following are the objectives of the Handbook; 

1. To provide the guideline for development, operation and management of national power 

exchanges. 

2. To update on the new technologies and their effective implementation. 

3. To analyses the current states and set direction for the future development of energy 

system. 

4. To give direction for implementation of such projects and explore the benefits of such 

national power exchanges. 

Broad Contents of Proposed Handbook:  

Following broad aspects shall be covered in this proposed handbook; 

1. Competitive Power Market through National Power Exchanges. 

2. Energy Accounting. 

3. Imbalance Settlement. 

4. Infrastructure requirement. 

5. Political and geographic barriers in the implementation. 

6. Advantages and disadvantages of competitive power market. 

7. Importance of National Power Exchange for the Cross-Border Electricity Trade. 
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