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Draft Minutes

Jeppe Danø (DERA) welcomed to the meeting and emphasised that after a long period of preparation now the implementation phase has already started and is moving on.

1. Status of the project – progress report
Corné Meeuwis gave an oral update on the status of the project: Meanwhile the APCA has been signed by all parties. A decision has been made that shipping will be organised between power exchanges clearing houses (CCP solution) for the current ITVC area, i.e. CWE and NE. This is already in place for CWE and it shall be implemented for the connection towards NE as a three party complex, i.e. CCPs of NordPool Spot, APXEndex and EPEX Spot. For the latter, details still need to be worked out. Regarding the GB market a decision on the shipping arrangement is pending and complex due to multiple power exchanges operating in the same market area. Work on a concrete timetable for system testing has started. A difference in flow calculation between CWE and NE is another issue that is currently being worked on. 

Andrew Claxton (APXEndex) presented a PCR status report. Different documents have been developed and signed (e.g. Cooperation Agreement). The service provider, Unicorn, for the PMB has been contracted. The price coupling algorithm for NWE which is currently being developed is called Euphemia (European Hybrid  Electricity Market Integration Algorithm). Work on an industrialised version is on going.  New requirements that may appear will be treated under change control. Some TSO requirements are not included in a launch release (e.g. minimum stable flows, ramping, taking into account LT nominations). While some of these are already in the algorithm today they may be updated others may only be introduced with later releases.  PCR fall-back procedures consider full or partial decoupling (shadow auctions etc.). Within the PCR environment Spain, Portugal and Morocco could join NWE right from the start. 
Corné explained that work on systems should be ready by end of January to start testing. Hence, the earliest go live for NWE price coupling would be end of Q2 2013.
Jeppe thanked for the update and for the useful 1st Regulatory Report that had been delivered by the project partners in July. Referring to the report, Q2 2013 is a delay by at least three months. Regulators are disappointed about this delay. However, it was emphasised that the target date shall be fixed realistic. Corné explained that a save go live date would even have been later. However, companies themselves would like to keep pressure up to deliver by Q2 2013.

Jeppe asked whether a public consultation is planned. Corne answered that regulatory approval is taking a period in this. It is assumed that in these processes different aspects will be consulted on. Jeppe asked the project partners to include appropriate periods for regulatory approval in the planning. At the same time the market should be properly consulted.

Rickard Nilsson (Nordpool) explained that the project’s legal group has mapped regulatory approvals in different countries. To have a serious consultation it would need to be decided what to be consulted on, what to do with answers and how to fit into the process. Moreover, the major aspects of the coupling, the algorithm and so on are already known to the stakeholders today. Jeppe proposed to be in close contact with regulators on this issue. 
Andrew stated that essential issues, e.g. introduction of losses, would be something to consult on for the TSOs. Market participants would also likely want to know what fallback scenarios and systems etc. are. This could be well communicated through forums and workshops. Regulators consider workshops and forums as very helpful but still encourage having the market involved by consultation. The three extra months due to the delay could be used. 

The 2nd Regulatory Report will be delivered around mid October.

2. Algorithm Requirements

a. Plans for handling of losses on HVDC cables in NWE day-ahead price coupling
Ian Moss (National Grid ) presented plans of handling losses in the price coupling. This issue is dealt with also in Annex 5 of APCA according to which the algorithm shall be capable of handling losses. The way to determine available capacity will not be changed. Patrick Luickx (CREG) pointed out that inclusion of losses in day-ahead may have an effect though on intraday capacity calculation. Anders Larsson (Svenska Kraftnät) asked about the example regarding the DC-links and whether the assumptions concerning losses could be seen as too generalized.
The algorithm Euphemia is capable of including losses. Essentially the shipper procures and sells different amounts of energies on each side of the cable which differ by the loss. The costs of losses are thus borne directly by the market participants as the algorithm ensures that congestion management income always at least covers cost of losses. This may result in situations where there is no flow on the cable if as a result of the coupling price differences are too small to match losses. The algorithm can handle situations where two zones are connected both with HVDC and AC connections taking losses on the HVDC into account. In this case, the algorithm would first fill the AC interconnector and then, provided costs of losses are covered, fills the HVDC. Anders Larsson (Svenska Kraftnät) added that before activating the loss component within the algorithm Svenska Kraftnät demands that further studies about effects should be carried out, especially if the loss component will be activated on AC interconnectors. 
In the presentation arguments for a European or national decisions to activate the loss functionality where confronted. 

b. Regulators view on handling of losses or other algorithm requirements 

Thomas Müller (BNetzA) presented NWE regulators current position on the issue: The objective of NWE day-ahead price coupling is maximization of social welfare. Among other things, HVDC grid losses are a social cost that – in general – shall be taken into account by the price coupling algorithm. Regulators seek to have a harmonised approach to this issue in line with EU Regulation. The regulators’ working assumption is that losses should be taken into account by the algorithm for all HVDC connections with a common method unless there are other technical constraints for certain interconnections which would pose a social cost and reduce social welfare. In this case, the loss functionality should not apply to these but to the other connections. However, in order to better understand the impacts and technical constraints of taking HVDC losses into account, more information is needed. To this end regulators will soon ask via email questions to be studied and request for reporting to the next IG meeting. 
Moreover, regulators would like to know which (other) requirements TSOs propose to be operational in the algorithm at which border and what their impacts are. The main new requirements which TSOs consider to introduce shall also be presented during the Stakeholder forum at least on a higher level. The second Stakeholder Forum could go deeper into the issues if needed.
Andrew asked whether regulators plan to consult market parties about the introduction of losses or other constraints. Thomas answered that usually the TSOs propose a solution and regulators approve while in this process the market may be consulted. Jeppe added that this is one of the issues which show that market consultation is necessary. 

Jens Mattausch (50Hertz) asked what would be the conclusion of the consultation and what to do with further requests from market parties. Jeppe replied that this should be taken into account.
Hans Randen (Nordpool) asked whether local or national approval is still needed if we would come to a harmonised approach. Jeppe answered that national approvals where applicable is needed, but an agreement on a harmonised approach would of course make it hard for individual regulators to deviate.
3. Stakeholder involvement in NWE day-ahead project, including planning of SG meeting

Corné explained that the Stakeholder Forum, September 26, shall inform market participants about the project and the most relevant future changes compared to today. So far about 100 participants registered. The forum shall not go too deep into the details as these may be left for the second Stakeholder forum. 

Additionally, there will be an information session on the status of the CWE Flow-based project in the morning.

4. NRA involvement in future price coupling

Jeppe introduced into a discussion how to organise exchange between regulators, power exchanges and TSOs for the period after the operational start of the price coupling. Proposal is to establish an informal body (“Regulatory Council”) comprising these three groups of stakeholders to meet and discuss further developments and expansion. 
Andrew pointed out that the proposal broadly mirrors the Governance Guideline. However, we should be careful not to duplicate groups (CWE PLEF etc.). ACER should also participate in this group.
Xavier Pinchaux (RTE) asked whether the council would also concern intraday – which it probably would.

Ritva Hirvonen (Fingrid) stated that we should also reflect on the extension of NWE. 

Rickard proposed that this group should not become too big and have regional committees below potentially. 
Jeppe summarized that based on the discussion today a regulatory council is welcomed and that regulators will consider together with ACER how this approach could be further developed.

5. AOB

Next meetings shall soon be scheduled for end November 2012 and mid/end February 2013.

