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Introduction

The Central South Electricity (CSE) regional initiative comprises the regulators of Italy (AEEG), France (CRE), Germany (BNetzA), Austria (E-Control) Slovenia (AGEN-RS), Greece (RAE) and is led by AEEG. The Swiss regulator Elcom is actively involved, on a voluntary basis, in the regional activities.

The internal harmonized electricity market should be completed by 2014 (European Council 4th Feb 2011).

The European Commission (EC) requested each regulator, under the coordination of the lead regulator, to contribute to elaborate a “European Energy Work Plan 2011-2014” by the end of June 2011 for each region and to address it jointly to the EC (DG ENER) and to ACER. 

The present workplan, drafted on the basis of the indication of ACER Regional Initiative coordination group, describes in a synthetic way the main developments needed at regional level and also aims at presenting to the relevant stakeholders the main milestones to be achieved in order to reach the 2014 target in time.

ACER and the Electricity Regional Initiative coordination group have completed the elaboration of the European Energy Workplan 2011-2014. The European Energy Workplan consists of four cross-regional action plans which identify milestones and responsibilities for implementation of a common European approach to cross-border electricity trading by 2014. 

To agree the four cross-regional action plans, the seven electricity regions developed a regional input to the European Energy Workplan. The seven regional inputs were developed in discussion with TSOs and Member States and consulted on with regional stakeholders. The regional inputs explain each regions contribution to completing the internal electricity market. The four cross-regional action plans have been developed and agreed on the basis of the regional inputs. 

As a result of this process the cross-regional action plans and regional inputs may not be completely consistent. However, ACER and the National Regulatory Authorities have agreed that the European Energy Workplan consists of only the four cross-regional action plans. This means that, if any inconsistency remains between the seven regional inputs and the four cross-regional action plans, stakeholders should consider that the cross-regional action plans prevail.

1 Priorities and deliverables for 2011-2014

Implementing efficient capacity allocation mechanisms – in either long and short term timeframes - is widely seen as the key element of a functioning regional market. In recent years the Florence Forum has promoted the identification of those allocations methods to be considered as a target to be achieved by each regional market in order to foster the creation of the internal market.

The main driver for this Work Plan –and therefore the main priority– is the implementation of the target model for capacity allocation and congestion management: in parallel with the more formal legal process of the drafting of the European network codes on this same subject, the CSE Region is therefore committed to pursue the adoption of those market models identified as targets at European level.

Other activities (priorities) of the region, in the next 4 years, will mainly focus on the analysis of the regional network development plans to be developed by the TSOs, the monitoring of the actual implementation of the transparency requirements – with main reference to the future comitology guideline on this matter – and of the efficient use of the interconnection capacities.

1.1 Priority I. Implementation of the target model

The implementation of the target model is structured in the 5 areas (long term, day ahead, intraday, balancing and capacity calculation) on which the target model set in the draft Framework Guideline on CACM has been based and on which the AESAG (Agency Stakeholder Advisory Group) has been asked to provide its advice identifying implementing solutions. 

The stage of development of the CSE region in the 5 areas is not homogeneous and there are certain areas, such as long term allocation, in which many features of the target model have already been implemented and others, such as Intraday, where no capacity allocation has been introduced yet. This is clearly highlighted in the following roadmaps.

This said, it will be unavoidable that the development in certain areas will precede the issue of CACM Framework Guideline and Network codes, while in some others the development may also benefit by the establishment of a clear European legally binding framework; it will also be the case in which the regional activities may also benefit by the progress achieved by other regions in the same field and where it is natural to foresee – at a certain stage - the integration of the CSE in already existing regional or cross-regional activities.

Since its birth, the only borders involved in the activities of the CSE region have been: IT-FR, IT-CH, IT-AT, IT-SI, IT-GR; so despite Germany being a full member of the region, so far only the Italian borders have being considered for the regional capacity allocation procedures; the present document is written in consideration of this same regional scope so the term “CSE borders” indicates the above mentioned borders.

1.1.1 Deliverable I.1 Long term: Harmonisation and improvements of the long-term explicit auctions

The CSE has achieved a good level of harmonisation for what concerns the allocation of  long term physical transmission rights. A common set of auction rules has been adopted since 2009. 

By the signature of a Memorandum of Understanding the 19 of May 2010, the CSE TSOs have agreed to join the Common auction office CASC (already performing explicit auction for the CWE region) which has been operating explicit auctions in the CSE region since March 2011. The MoU signed foresees the implementation of a single set of auction rules for all the borders managed by CASC starting from 2012: CSE, CWE borders plus Swiss borders so far not considered in the scope of any Regional initiative (CH-DE and CH-AT).

Having a common auction office has led the CWE and CSE regions to speed up the harmonization of their respective (explicit) auction rules: some critical differences have been identified with special reference to capacity calculation and capacity product definition but the regulators have jointly agreed to work together towards a full harmonization.

The natural evolution of the long term capacity allocation for the CSE regions is the adoption of financial transmission rights, that should be considered as complementing the implicit allocation of daily capacity through the market coupling.

The introduction of the FTR will also allow to achieve a full harmonization of the most critical aspects of PTR allocations such as nomination procedures and compensation schemes.

The decisions taken by the region for long term capacity allocation will be developed in consideration of the activities ad hoc ACER TF dealing with the same subject.

Timetable:

	DELIVERABLE I.1 Long term

	ACTION
	RESPONSIBLE
	DEADLINE

	TSOs shall develop a new draft for new harmonized auction rules (covering CWE, CSE and Swiss borders), which will be presented and discussed with the stakeholders. A workshop is foreseen.
	TSO
	Fall 2011

	Approval procedures and entering into force of the new (explicit) auction rules.
	TSO, NRA
	November 2011

	Further harmonisation of PTR allocation rules taking in due consideration the amount of capacity to be allocated and the relevant level of firmness; 
	TSO
	Summer 2012

	Approval procedures and entering into force of the new (explicit) auction rules covering CWE, CSE and Swiss borders. If so allowed by the level of harmonisation of capacity calculation methodologies a single compensation scheme for all the involved borders.
	TSO, NRA
	December 2012

	In parallel NRA should study the possible implementation of Financial Transmission Rights (FTRs) and issue an agreed roadmap for the introduction of FTR within 2014
	NRA
	Q3 2012


1.1.2 Deliverable I.2 Day-ahead: Single European price market coupling
The target model foreseen by the CACM FG for the day-ahead timeframe is a Single European price market coupling.

At present different approaches are under discussion – with main reference to the governance of the future pan-European coupling - and the European Commission is going to propose a comitology guideline to define the legal framework in which these activities should be carried out.

Due to the absence of an European legal framework, so far – in the context of AESAG - either TSOs and PXs have been proposing, on a voluntary basis, pilot projects implementing possible different governance solutions. In particular the PX project (Price Coupling of Regions - PCR) is sustaining a decentralised and flexible governance approach and is also developing the possible coupling algorithm to be adopted.

Until now there is a general consensus at European level that the PCR algorithm, once developed, will be the algorithm to be adopted for the future European coupling.

At present, among the CSE borders, market coupling is implemented for the IT-SI border only, where the 2 PXs run the same algorithm to solve both markets at the same time (PCR approach). Possible extension to other borders will be analysed already in 2012. 

Hand in hand with the definition of the governance framework a gradual adoption of the future single algorithm is foreseen in each market of the region in order to get ready to join other regional coupling already in operation.

2012-2013 activities will be mainly devoted in harmonising the day ahead market rules of each country in order to overcome the current differences which are hampering the coupling.

Timetable:

	DELIVERABLE I.2 Day-ahead: Single European price market coupling

	ACTION
	RESPONSIBLE
	DEADLINE

	Time-table for a regional implementation of PCR algorithm – once validated by the NRAs - by TSOs and PXs, to be reviewed and approved by NRAs 
	TSO,PX, NRA
	Q1 2012

	Based on the governance guidelines to be issued by the European Commission and relevant contractual arrangements between TSOs and PXs, a roadmap will be issued for the extension of existing interregional market coupling project (CWE-Nordic MC) to the CSE region, 
	TSO, PX, NRA
	End of 2012

	Gradual adoption of the PCR algorithm for solving day ahead markets of the region according to the time-table approved by the region; adaptation of existing day ahead markets features in order to comply with the coupling needs.
	NTA, PX, TSO
	2012-2013

	Implementation of price coupling within the CSE region. 
	TSO, PX
	 Beginning 2014

	Single price coupling go-live on all Member States
	TSO, PX
	End of 2014


1.1.3 Deliverable I.3 Intraday: Implementation of cross-border intraday trade

The target model for intraday according to the FG CACM is the following: implicit continuous trading with reliable pricing of intraday transmission capacity reflecting congestion. Regional auctions may complement the implicit continuous allocation mechanism. Where implemented, implicit auctions should have adequate gate closures to provide the necessary flexibility to the market and be coordinated with, and linked to, the pan-European platform.

So far no intraday capacity allocation is operated for the CSE borders, so it is quite natural that the progress of the region should follow other more advanced regional experiences, in order to be able to join at least in 2014.

The proposed timeplan foresees a first stage of development implementing a first rough intraday allocation already at the beginning of 2012 at least on some selected borders. This first experience will ensure some confidence by the TSOs in changing, during the day of delivery, the exchange schedule.

The progress in this timeframe will follow the most advanced experiences at European level with main reference to the NWE project, the solutions adopted there for the development of a Capacity management module and a single order book will be considered for transposition in the CSE region according to the timetable described below.

Timetable:

	DELIVERABLE I.3 Intraday

	ACTION
	RESPONSIBLE
	DEADLINE

	Presentation of a roadmap for interim (explicit auction based) cross-border intraday trade on Italian borders by the CSE TSOs. 
	TSO, PX
	November 2011

	CSE regulators’ position on interim intraday model and roadmap. 
	NRA
	November 2011 

	Interim allocation procedures in place
	TSOs
	April 2012

	Presentation of a roadmap for implementing the target model on cross-border intraday trade on the regional borders by the CSE TSOs; this roadmap should be realised by taking into consideration the developments of the NWE pilot project on intraday  
	TSO, PX, NRA
	Q2 2012

	CSE regulators’ position on intraday target model implementation and roadmap for CSE region. Coherence with other ongoing projects on this issue will be checked. Options and a roadmap will be submitted to public consultation.
	NRA
	4th quarter 2012

	Decision by the NRA on the first stage of implementation of a continuous trading scheme for cross border intraday capacity allocation. For this first stage of development potential preliminary and interim solutions may be tested with particular reference to a Capacity management module and the opening to OTC trading/balancing exchange. For the second step, additional solutions should focus on capacity pricing and the potential integration with implicit auctions.
	NRA
	End of 2012

	Implementation of the Capacity Management module, as first stage of the continuous trading target model.
	TSOs, PXs
	Mid 2013

	Go live of the second stage of development of the regional intraday market. Integration with other regional intraday projects.
	TSOs, PXs
	December 2014


1.1.4 Deliverable I.4: Balancing: Development of cross-border balancing exchanges

Currently no cross border balancing is implemented on the CSE borders. 

The main progress in order to let regional TSOs exchange cross border balancing services will be achieved in parallel with the definition of the ACER balancing framework guidelines.

The next steps will be mainly based on an assessment phase in order to get a better understanding of the national balancing systems and identifying possible borders in which to start a potential testing phase.

As soon as the balancing guideline principles will be established a regional balancing integration may be pursued with better defined criteria and tools.

Timetable:

	DELIVERABLE I.4 Cross-border balancing among TSOs

	ACTION
	RESPONSIBLE
	DEADLINE

	Identification of the main prerequisites for the implementation of cross-border balancing and elaboration of a roadmap. 
	TSOs
	Q3 2012

	In parallel with the drafting of the Framework Guidelines on electricity balancing markets, identification of a roadmap by each member country to reach the requested harmonization level to allow the integration of the markets
	NRA, TSOs
	Q4  2012

	Implementation of first balancing market integration on selected borders of the region
	TSO
	mid 2013

	Regional balancing market integration
	TSO
	end 2014


1.1.5 Deliverable I.5: Capacity calculation

Currently capacity calculation is jointly performed by the 5 involved TSOs on the basis of a published methodology adopted for the Norther Italian borders. The calculation is performed once a year and is mainly a classic NTC calculation based on registered snapshots of the grid and calculating the maximum possible exchanges among the different borders.

As the target model for capacity calculation foresees the adoption of flow based methodologies for meshed networks the current CSE method should be abandoned in the coming years. Since other regions (CEE, CWE) seem at present more advanced on this subject CSE may gain from their experiences in order to develop its own solution.

Timetable:
	DELIVERABLE I.5a Capacity calculation

	ACTION
	RESPONSIBLE
	DEADLINE

	Proposal on the 2012 NTC values and capacity product definition based on the current adopted Pentalateral calculation methodology 
	TSO
	October 2011

	Assessment of 2012 NTC values and capacity product definition based on the current adopted Pentalateral calculation methodology
	NRA
	October 2011

	In line with the discussions on the level of firmness of the allocated capacities the TSOs should study, and propose for approval, a revision of the current metohodology for capacity calculation and product definition, in order to offer capacity with a higher level of firmness.
	TSO
	July 2012

	Decision on the level of firmness and compensation scheme to be adopted for each border of the region 
	TSO
	November 2012

	TSOs and PXs should produce a feasibility study for the adoption of the flow based capacity calculation methods adopted (or going to be adopted) in CWE and CEE regions and identify a possible roadmap for its introduction for CSE borders. Potential derogations may be foreseen for non meshed networks or interconnections based on HVDC cables only.
	TSO, PXs
	January 2013

	Decision on the investment for Flow-Based IT and start public consultation. 
	TSO, NRA
	Q1 2014

	Regulatory approvals on the implementation of Flow-Based capacity calculation. 
	NRA
	Mid 2014 

	Implementation of Flow-Based Market Coupling. 
	TSO, NRA, PX
	End 2014


1.2 Priority II. Transmission development plans

The third package foresees the obligation for the TSOs to produce every two years a regional investment plan. TSOs are going to comply with this legal provision in a specific regional group within ENTSO-E, CSE RCC will be regularly monitoring the production of the plan in order to assess its appropriateness and providing its opinion to ACER.

In the frame of the announced Energy Infrastructure Package, under preparation by the European Commission, the development plan issued by the TSOs will most probably provide a good contribution for the selection of the projects of European interest.

1.3 Priority III. Regional report on the management and use of interconnections

The regulators will produce a regional report on the management and use of the interconnections, this report, as already done in the past, will allow to have a clear idea on the efficiency of the allocation mechanisms adopted at regional level.

On the basis of past experience, the work will take advantage of the production of standardised spreadsheet to gather the data from the TSOs in the most harmonized way possible. This methodology will allow to limit the presence of discrepancies in the data which always occur and imply time-consuming investigations to be overcome. Another important feature to be introduced is the centralization of the data, so that all the regulators may have direct access to the data provided by the TSOs.

Regulators of the CSE region will work with other regions and ACER to agree a coordinated approach to producing regional reports on the management and use of interconnections. The key challenge in producing the regional report is access to consistent and up to date data.  
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