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Overview

Availability and access to transmission remains one of the key aspects of competition in liberalised power markets. The Indian power sector embarked into a competitive era with the enactment of the Electricity Act 2003. The Act provides for non-discriminatory open access to transmission and is an enabler fo competition in the power sector in India, This led to licensing for electricity traders who can broker trade between buyers and sellers, and setting up of power exchanges (PXs) in the country. These were instrumental in expansion of the short-term power market in the country. The impact of existing regulations governing allocation of transmission capacity assumes significance as short-term bilateral contracts get advance allocation for short-term transmission capcity over those cleared on power exchanges. 
Methods

The papre reviews developmens in the transmission allocation regulations issued by the Central Electricity Regulatory Commission (CERC) for the inter-state transmission capacity. We use extensive data on time-block wise individual buy and sell bids entered for the Day Ahead Market (DAM) on the largest power exchange in India (Indian Energy Exchange Ltd.) and that related to bilateral transactions brokered through traders or otherwise, and the transmission availability at the inter-state transmission network.

The paper explores alternate transmission allocation mechanism which does not discriminate between short-term transactions cleared under the DAM and those settled bilaterally. It evaluates the impact of this alternative as compared to current practice on market prices, market power and social welfare. Methodological approach includes simulating the market clearing outcome by using the market clearing engine of one of the Indian power exchanges by combining contracts of the power exchange as well as those brokered through traders. This is perhaps one of the rare opportunities to be able to utilise detailed bids and the market clearing engine of a functional power exchange.
Results
It is found that assurity of transmission and possibility of longer term contracts under the short-term bilateral transactions builts in a premium which is reflected in higher average price of the bilateral contracts than those cleared on the PXs. Removal of discrimination for transmission capacity allocation results in lower prices, in general. Further, we find that the market power is somewhat mitigated, while social welfare in higher, with certian caveats about the methodology of the measurement of the later.

Conclusions
The results provide insights to the role of the competitive mechanisms and transmission allocation mechanism on the short-term electricity market and, its impact on market power and welfare. The outcome should help the regulatory debate for design of alternate mechanism for transmission allocation for short-term transactions.
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