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1 Introduction

The Northern Europe region of the ERI comprises Denmark, Finland, Germany, Norway, Poland and Sweden and is led by DERA.
The internal market should be completed by 2014 (European Council 4th Feb 2011).

The 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 for each region and to address it jointly to the EC (DG ENER) and to ACER. In this context, ACER will support and coordinate NRAs and lead regulators in the development of this Work Plan, both for electricity and gas. 
The work of the Regional Inititatives showed considerable success in the past. An example for a main achievement is the implementation of the Interim tight volume coupling (ITVC) in November 2010. Regulators of the Northern and CWE RIs coordinated with TSOs and PXs of the regions to find a solution for the well-functioning of both regions day-ahead markets.
2 Priorities and deliverables for 2011-2014
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…
2.1 Priority I. Implementation of the target model
Capacity allocation and congestion management is a key issue for market integration and increasing competition. A target model has been defined for electricity and another is being developed for the gas market.
The vision is to converge towards this model in Europe, through progressive implementation, by 2014.

Once the integrated internal electricity market is reached, the consumers will benefit from improved competition, sustainable prices and secure supply. The efficient utilisation of the transmission system will facilitate these benefits…
2.1.1 Deliverable I.1 Long term

In the Nordic area (Nord Pool Spot area) a financial market is implemented where market participants can hedge their positions by financial contracts such as forwards or futures against the system price in combination with e.g. CfDs (Contracts for Differences). 

Enabling efficient hedging opportunities is the main objective of the forward market in the CACM Framework Guideline. The guideline states furthermore that cross-border financial markets on both sides of a border are an alternative to FTRs or PTRs with use-it-or-sell-it (UIOSI).

The focus of the NEERI work plan with regards to the long term market will be on ensuring that interconnectors between the Nordic market and the continent are compliant with the framework guideline.

The border DK1-DE (Western Denmark – Germany) is kind of an exception. Here some of the cross-border capacity can be auctioned explicitly (PTR) on a monthly or yearly basis. Since January 2011 the UIOSI principle is in place for those allocation rights. Furthermore, these auctions are under the CASC regime and thereby harmonized with the CWE and CSE regions. Though it has to be determined if this option will be the enduring solution for that border.
In the Northern region, 2 work streams have been established in order to prepare decisions on future solutions for long term hedging opportunities. One work stream will assess possibilities at the borders from the Nordic market to Continental Europe. Participants from the Northern Europe region will work in cooperation with the Dutch regulator and in coordination with CRE and ACER in this group. 
Regulators will also work on establishing common criteria, which can be used to decide national (bilateral) for each interconnection. These criteria, as well as a general assessment of the different types of possible products should be established by the end of 2011.

In Q1 2012 regulators will engage with stakeholders possibly by a public consultation. After the consultation and its evaluation, decisions on the long term transmission rights (or other hedging opportunities as CfDs) will be made for the individual borders in Q2 2012. As work with the possible design and and impact of FTR products will be ongoing at the time, regulators will at a minimum decide, if there will some form of TR (PTR or FTR) or CfDs to be implemented at the respective borders.

NordREG (the cooperation of Nordic energy regulators), will be assessing if additions should be made to the current market design with CfDs due to the introduction of hedging instruments between the Nordic Region and Northern Continental Europe. This work will take place during 2012 and be concluded Q4 2012. The process will also involve stakeholder consultation.
A task force is already created and coordinated by ACER, which assesses legal consequences of a possible move towards FTRs. This work is scheduled for the remainder of 2011. 

Parallel to the decisions on the type of hedging products, NRAs will participate in ACERs work, to harmonize respective (future) auction rules and nomination rules and to prepare the move to a common trading platform.

The Northern Europe region commits to the deadlines and deliverables in the cross-regional roadmap on long-term transmission rights.
2.1.2 Deliverable I.2 Day-ahead: Single European price market coupling
The target model for the day-ahead timeframe is a Single European price market coupling.
This day-ahead target model requires harmonised gate closure time, compatible bids, single pricing algorithm and sharing of all bid data between PXs. 

Markets in Denmark, Finland, Norway and Sweden have implemented price-coupling through Nord Pool Spot. All cross border capacity between these is allocated via implicit auctions. (Also Sweden and Poland have been already coupled via implicit auctions where price-coupling was implemented. This solution bases on cooperation between Nord Pool Spot and Towarowa Gielda Energii (TGE) both responsible for collection of bids and offers and settlements on the respective markets).

The day-ahead allocation mechanism on Polish-German border is part of ongoing work on flow-based project in the CEE region. Therefore this particular border is not considered presently to be included in the Work Plan for Northern Europe ERI.

Furthermore Estlink 1 (and possibly Estlink 2 from 2014) are coupled through Nord Pool Spot. On the border of Western Denmark to Germany (DK1-DE) some of the capacity is auctioned explicitly on a monthly or yearly basis. It has to be reviewed how capacity is auctioned on that border in the future.
The Nord Pool Spot area is coupled via EMCCs volume coupling to Germany (DK1-DE, Kontek cable, Baltic Cable) and the Netherlands (Norned). Flows on these interconnectors are relatively close to optimal, still pricecoupling will lead to more correct and socioeconomically better flows (and prices).

The next step for the Northern Europe region towards implementation of the target model is a full price coupling in North West Europe. TSO’s of the region are working on the implementation of price coupling together with Europex. The ambition of the projects and regulators is implementation of price coupling by the end of 2012. 

Regulators of Northern Europe, CWE and GB initiated the NWE CRCC (cross regional coordination committee) for the Day-ahead market. In this group NRAs will closely work together to assess the process of the pricecoupling project, identify open issues and work on common positions. As recognition that the project has an effect on the European solution, lead NRAs from the other regions, and NRA for other market coupling projects, and ACER are also part of the CRCC as observers. 

As a part of the work in the CRCC regulators try to establish common positions on relevant issues for the NWE market coupling. These are for example, how the coupling should integrate losses on DC interconnectors, possible minimum flows and ramping restrictions. Also, regulators will commonly address the issue of unharmonized price limits within NWE and will advocate for a harmonization as soon as possible.

In regular IG meetings, regulators work together closely with TSOs and exchanges on the project. The purpose of cooperation is to follow developments of the project, give regulatory guidance and identify challenges and open issues early to avoid delay in the implementation.

A condition of the project in NWE is expendability to all other regions. Concerning the governance setup of the price coupling, the European Commission is currently working on a governance guideline to define relationship between TSOs and power exchanges and their regulatory oversight.
The Northern Europe region commits to the deadlines and deliverables in the cross-regional roadmap on day-ahead market coupling.

2.1.3 Deliverable I.3 Intraday

The Nordic intraday trading solution ELBAS facilitates continuous trading and is an integrated system with effectively a one-to one relationship between CMM and SOBF. The ELBAS solution is functioning in the Nordic market area (also on the Kontek cable, DK2-DE).

There are several links from the Nordic market to neighbouring markets where there are no or insufficient solutions in place at the moment. On the NorNed interconnector an intraday solutions (most likely ELBAS) is to be implemented in Q1 2012. 

NPS and EPEX are working closely together to implement a solution on the DK1-DE border. The exchanges will present the timeline of this project mid-November 2011
Discussions will start between regulators and Baltic Cable about the possibilities for an intraday solution based on Elbas between Sweden and Germany, since it is now clear that the NEW ID project will allow border by border implementations in the interim phase. However, no deadline has been decided yet. Furthermore, a project about launching Elbas on SwePol Link has been postponed due to too high costs foreseen, and a more feasible solution will be sought.
The Northern Europe region commits to the deadlines and deliverables in the cross-regional roadmap on intra-day.

2.1.4 Deliverable I.4: Cross-border balancing among TSOs

Although balancing is out of the scope of the FG CACM, it is related to the target model. 

The TSO-TSO approach, where agents interact only with their respective TSO seems to be the preferable model.
Cross border balancing (TSO-TSO with a common merit order) is already in place in the NPS market area. Talks about cross border balancing between Energinet.dk and TenneT (DK1-DE) are ongoing at the moment. 
Timetable:

	DELIVERABLE I.4 Cross-border balancing among TSOs

	ACTION
	RESPONSIBLE
	DEADLINE

	Start of discussion regarding cross border balancing on DK1-DE
	NRA
	2011

	Identification of main problems
	NRA/TSO
	2012

	Implementation of XB balancing project in line with FG on Balancing
	NRA/TSO
	By 2014 


2.1.5 Deliverable I.5: Capacity calculation

In accordance with FG CACM the ATC method may continue to be used in the Northern ERI. The question of capacity calculation in the Nordic market is put under review by NordREG. The first considerations from this work will be presented towards the end of 2011.  Germany and Poland, as part of the highly meshed network on central Europe, will work within other regions on the flow based calculation of capacity.
Timetable:
	DELIVERABLE I.5 Capacity calculation

	ACTION
	RESPONSIBLE
	DEADLINE

	Draft conclusions of the review of the ATC method in the Nordic area
	Nordic NRAs
	Q1 2012

	Final conclusions and decision about the capacity calculation method in the Nordic area
	Nordic NRAs coordinated with NE RCC
	2012


2.2 Priority II. Interconnections and available transmission capacity

This priority will focus on two aspects, first the global figure and second, specific projects:

· Regional investment plan 

· Concrete interconnection projects

2.2.1 Deliverable II.1: Regional investment plan

Currently TSOs are developing regional investment plans as part of the process towards ENTSO-E’s TYNDP. At the moment the optimal process to get involved for regulators has to be decided and is dealt with within ACER. The Regional initiatives are not shaped in the same way the regional investment plans are developed.
2.2.2 Deliverable II.2: Analysis of concrete interconnection projects
For new interconnection projects Northern Europe regulators will asses the consistency with regional and community-wide investment plans.
2.3 Priority III. Transparency

In order to contribute to an improvement of transparency the regulatory authorities of the Northern Europe Electricity Regional Initiative published in September 2007 a Transparency Report. According to this report relevant information on load, transmission and interconnectors as well as balancing has to be published in a harmonized way within the region. The majority of this information is required by the Congestion Management Guidelines.

To ensure improvement of transparency in line with the above mentioned report regulatory authorities of the Northern Europe region committed themselves to monitor implementation of the Transparency Report. The basis of this monitoring is an evaluation by regulators and the publication of two monitoring reports.

A first monitoring report on load, transmission and interconnectors and balancing data was published in July 2008. The second monitoring report analysed how TSOs meet the requirements of the Transparency report on generation and consumption. This report was published in June 2010. 

Even though there is already a high level of harmonization within the region, there remain some shortcomings with regard to the implementation of the transparency report. Therefore, energy regulators of the Northern Region will update the two monitoring reports and analyze whether formerly lacking elements have been solved.
2.3.1 Deliverable III.1: Regional transparency report assessing compliance with new transparency requirements
Timetable:

	DELIVERABLE III.1. Regional transparency report assessing compliance with new transparency requirements

	ACTION
	RESPONSIBLE
	DEADLINE

	Update of Monitoring reports / inclusion of lacking elements
	RCC
	Q3/Q4 2011
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