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Italy-Montenegro,

ARERA works on "market

coupling”

Stefano Saglia

Adriana Fenzi

Promoting  dialogue  between Italy and
Montenegro, to encourage the integration of
European and Balkan energy markets, is the
objective of the Energy Table organized by the
Italian Embassy in Montenegro, which led to the
signing of the Memorandum of Cooperation
between the two Ministries of Foreign Affairs.The
initiative is promoted by ARERA in collaboration
with the Italian Ministry of Environment and Energy
Security (MASE) and the Balkan Energy School
(BES), the non-profit association under ltalian law
established to support the development of the
Balkan energy market and its effective integration
at European level. We discussed with Stefano
Saglia, Member of ARERA Board and President of
BES.

of the energy sector

What does the Memorandum of Cooperation
between ARERA and REGAGEN provide? How
will it promote the integration of European and
Balkan markets?

Regarding the European Regulation on Capacity
Allocation and Congestion Management, the
Memorandum of Cooperation between ARERA
and REGAGEN (Montenegro's Energy Regulatory
Authority) follows the intergovernmental
agreements and establishes the regional
methodologies for implementing "market coupling”
between the two countries, that is, an agreement
aimed at making the Montenegrin electricity
system an infrastructure integrated with the Italian
and European systems, adhering to their rules.
Through the Memorandum begins the building of
this reciprocal relationship between Italy and
Montenegro. Therefore, it sets out the guidelines
regarding interconnection capacity and the
regulation of the procedures for the exchange of
flows, both incoming and outgoing, along with the
related service costs.

What are the roles of the Authorities and
Institutions in the development of electrical
interconnections between different countries?

The initiation of such projects is always based on
an intergovernmental political agreement, followed
by the approval of transmission network
development plans by the Ministry of Environment
and Energy Security (MASE). Subsequently,
ARERA is responsible for defining the tariff
coverage for the efficient costs of the planned
infrastructure.

Only subsequently,the promoter of the investment
can request support from the European
Commission for projects of common interest, in
order to cover, at least partially, the necessary
investments, thus avoiding an excessive burden of
costs on consumers' bills.
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Energy Table meeting in Podgorica, organized by the ltalian Embassy in Montenegro.

The discussion is about doubling the capacity of
the power line connecting Italy and Montenegro.
What should the starting conditions be?

The 423 km long submarine power cable between
Italy and Montenegro with a capacity of 600 MW
has been operational since the end of 2019. Over
the last four years, its use has grown considerably
and, in 2024, it reached 85% of its total capacity.
This is made available to operators in the form of
transmission rights, allocated through specific
annual, monthly and daily auctions. Revenues
from the sale of rights exceeded 23 million euros in
2023.

The shift to market coupling would lead to a radical
change in the procedures for allocating transmission
rights. Italian and Montenegrin operators, in fact, will
no longer need to purchase them separately, as the
available energy capacity will be automatically
assigned to them upon participation in the organized
energy market.

The conditions for doubling the cable, as foreseen in the
2010 intergovernmental agreement, primarily concern the
possibility of utilizing the new capacity through a greater
expansion of the electrical grid. This can only be achieved
by strengthening the Montenegrin infrastructure and the
development of interconnections with neighboring
countries, particularly Serbia and Bosnia and Herzegovina.
Therefore, it is necessary to create an electrical
corridor that crosses the Balkans and connects to
the Italy-Montenegro cable. The Montenegrin
network operator, CGES, is currently engaged in
completing the section of the network from Cevo to
Plievlia, a 122 km line that is already 94%
completed, with completion expected by the end of
the year. This section will then have to continue for
another 15 km towards the border with Serbia,
cross the territory of the Republic of Serbia for 84
km up to Bajina Basta, connecting with Visegrad in
Bosnia and Herzegovina, and finally reach

Obrenovac, after another 111 km.

The refinement of the corridor on Serbian territory
is the responsibility of the national network
operator EMS, which has signed an agreement
with CGES, specifying 2027 as the expected
completion date for the project. Although ARERA
does not have direct monitoring powers over the
implementation of the projects, it closely follows the
developments with interest.

What would be the advantages of such a
doubling for Italy and the Balkans? Why does
the EU consider this structure strategic?

Once the Trans-Balkan corridor is completed, which runs
from Montenegro to Serbia, the Italy-Montenegro
connection would strengthen the link between the Balkans
and the ltalian peninsula and, together with the existing
power line between ltaly and Greece, it would create a
virtuous circle that will promote the integration of all of
Southern Europe, allowing for the importation of low-cost
energy into Italy.This objective is strategic both in
terms of energy security, as it allows integrated
electrical systems to support each other in times of
difficulty, and in terms of the dispatch of solar
energy, as it enables the cross-utilization of peak
production, which occurs at different times in the
countries traversed by the corridor.

The fact that in 2023, over 99% of the energy transmitted
through the cable went from Montenegro to Italy seems to
confirm the forecast of a predominant use for importation.
However, this does not exclude the possibility that it could
facilitate the evacuation of excess energy from ltaly,
especially during periods of high renewable production
There are to be considered, from a forecasting
perspective, the effects of some regulatory aspects,
including the entry into force of the Carbon Border
Adjustment Mechanism Regulation a cross-border CO2
adjustment mechanism known as CBAM .
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If the Balkan countries were required to
purchase CBAM certificates to offset the
lack of a CO2 pricing mechanism like
the EU ETS, it is likely that their
competitive advantage in terms of price
could be significantly  reduced.
However, if these countries manage to
join the European electricity market
coupling by the end of 2025, they could
benefit from an exemption from CBAM
until 2030.

What insights emerged from the
conference on the promotion of
interconnection capacity and EU
integration in the Eastern Partnership?

The conference, held in Rome on
September 24, promoted the exchange
of information on electrical
interconnections between the actors of
two geographical areas: the Western
Balkan countries, to which Italy is
interconnected thanks to submarine

cables with Montenegro and Greece,
and those of the Eastern Partnership:
Azerbaijan, Armenia, Georgia, Moldova
and Ukraine. Following the sharing of
the positive experience of using the
cable between lItaly and Montenegro,
Georgia is evaluating the construction of
a submarine electrical connection with
Romania.

In addition to offering economic and
social benefits, the coupling of
European and Balkan energy markets is
an element of political rapprochement
between States on which the EU is
heavily betting on. If we then also
consider the relations with the countries
of the Eastern Partnership, we realize
more clearly how, from a geopolitical
point of view, the harmonization of the
market rules of the different countries
also entails notable advantages for the
Italian System, starting from the
possibility of planning private
investments in the Balkan region.



The role of Balkan Energy School (BES)

Established in 2022 as a non-profit association under Italian law, BES is based in Milan at ARERA and includes, among its
founding members, in addition to the Authority, the regulators of Albania (ERE), Bosnia and Herzegovina (SERC), Montenegro
(REGAGEN), and North Macedonia (ERC). Since 2023, the Greek regulator (RAEWW) has also become a member of the
Association, while the Serbian regulator (AERS) is an observer.

The geographical area of reference for the activities of BES includes the countries signatories of the Energy Community Treaty,
those of the European Union to which Title Il of the same Treaty applies (i.e., the neighboring states of the signatory countries),
and those that have or may have an interest in the aforementioned geographical area.

The purpose of the Association is to promote the exchange of knowledge in the energy sector, with particular reference
to the development, regulation, and integration of the market, while also considering sustainability parameters. The
activities of the Association are strengthened by its training school, which organizes technical seminars to facilitate the
transfer of knowledge, as well as the development of regulatory capacity in the energy sector. Finally, BES carries out
institutional and capacity-building activities that are inclusive and benefit the Balkan region, supporting the development
and integration of the Euro-Balkan energy markets. It thus acts as a mentor to the member countries, illustrating best
practices already implemented in Italy and Europe.



