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1 Introduction

· The CEE region of the ERI comprises Austria, Czech Republic, Germany, Hungary, Poland, Slovakia and Slovenia, and is led by Austrian regulatory authority E-Control.

· 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” 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 these regional work plans, both for electricity and gas. 
· ACER and the Regulators elaborated in addition to the regional plans cross-regional plans for 4 key areas (long-term capacity allocation, day-ahead single European price coupling, intra-day capacity allocation, capacity calculation). The cross-regional plans are supposed to be the main reference for forthcoming implementation. The regional plans are complementary and should be compatible with the cross-regional plans, but may provide more details. The plans shall be presented at the XXI Florence Forum in December 2011 and subsequently implementation shall be started according to the plans.
· Previous action plans of the CEE Region of the ERI are contained under the section Regional Initiatives ( Electricity ( CEE, at the webpage of the European Energy Regulators (EER) (www.energy-regulators.eu) and are referred to in this document when applicable.
· Summary of progress achieved to date is also presented and updated at the above mentioned webpage of the EER 
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 (CACM), as elaborated by the PCG (Project Coordination Group) and AHAG (Ad-Hoc Advisory Group (on Congestion Management)) in the years 2009-2010 and as presented, discussed and agreed in the XVIII, XIX and XX Florence Fora. Since end of July 2011 this target model is reflected in the Framework Guidelines on Capacity allocation and Congestion Management adopted by ACER. These Framework Guidelines will build the basis for ENTSO-E for drafting network codes and for regulators scheduling the necessary actions in the region in order to endorse the integration, coordination and harmonization of the congestion management regimes.
Beyond CACM, the additional mid-term priorities defined in the previous work plans of the region include transparency, removing of market entry barriers and addressing regulatory gaps in dealing with cross-border issues. Beyond that, the long-term priorities to be addressed (but which were not elaborated in more detail) include electricity balancing markets integration and market design harmonization. The following figure presents a comprehensive overview of the mid-term and long-term work plan topics and priorities.
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Figure 1: Mid- and long-term work plan topics and priorities in the CEE Region of ERI
2.1 Priority I. Implementation of the Target Model for CACM
CACM is a key issue for market integration and increasing competition. A target model has been defined in the CACM Framework Guidelines for the electricity market.
The vision is to converge towards this model in Europe, through progressive implementation, by the end of 2014.

Once the integrated internal electricity market is reached, the consumers will benefit from improved competition, sustainable and market based prices and security of supply. The efficient utilisation of the transmission system will facilitate these benefits and foster welfare gains for all consumers and for society as a whole.
2.1.1 Deliverable I.1 Long Term Capacity Allocation
For the CEE Region in ERI, the Central Allocation Office (CAO) was established in 2008 with the purpose to manage in a coordinated manner, in close cooperation and on behalf of the CEE TSOs, the CACM tasks. CAO is conducting yearly, monthly and daily explicit auctions since the end of 2010 for the entire CEE Region based on NTC capacity calculation method. Therefore, the long term allocations (yearly and monthly) are conducted from a single point of contact, with one set of allocation rules applicable for all borders in the CEE Region. This achievement is the starting point for all future developments.

The target model envisages a single (EU-wide) set of allocation rules for yearly and monthly auctions and a single point of contact for allocation. PTRs with UIOSI or FTRs shall be allocated – a decision on the product is still to be made. Further harmonization steps on nomination shall be pursued. 

In parallel to the physical long term capacity allocations, the forward/futures markets need also to function in an adequate way, with sufficient liquidity, transparency and market efficiency. In some CEE countries these markets are currently not operated by PX (Power Exchanges), but by other trading platforms (e.g. brokers). Liquidity in these cases is therefore often still limited. Improving this situation is one task complementary to capacity allocations for future developments, to contribute to the target model implementation. The CEE regulators are able to consider these situations in designing the framework, but they have limited means in terms of the development and implementation of the commercial trading platforms and PX. 

Although main elements of auction rules are already compatible across some regions (CWE, CSE, CEE, partly SWE) in substance, further steps towards the harmonization of auction rules with other Regions need to be done. Notably the process initiated for the CWE and CSE Region is of particular relevance for this development. The CEE allocation rules shall be reviewed in comparison to the rules of these two other Regions in order to identify any necessary adjustments to reach compatibility. This process will also cover the area of firmness and compensation in case of curtailments. The harmonization will be done in a stepwise approach where more detailed steps will be decided precisely during the process.
Finally, the steps need to be defined in line with the cross-regional roadmap for the long-term allocation,
(i) For the elaboration of a common wish-list for a single set of European allocation rules and for drafting these rules

(ii) for a decision on whether and how Financial Transmission Rights (FTR) could be implemented and
(ii) 
regarding a single EU allocation and nomination platform.
Timetable for the long-term allocation in the CEE Region is presented in Table 1 below.
	DELIVERABLE I.1 Long term

	ACTION
	RESPONSIBLE
	DEADLINE

	First harmonization steps towards a harmonized set of auction rules including firmness 
	CEE Regulators in cooperation with CWE and CSE Regulators
	Late autumn 2011 for allocation of 2012 capacities

	Implementation of first harmonization steps
	CAO/CEE TSOs
	Autumn 2011 for allocation of 2012 capacities

	Follow the cross-regional roadmap for long-term transmission rights
	TSOs / NRAs
	Q3 2013

	
	
	


 Table 1: Timetable for the long-term allocation in the CEE Region of ERI

2.1.2 Deliverable I.2 Day-Ahead Allocation & Single EU Price Market Coupling
The target model for the day-ahead timeframe is a single European price coupling calculating prices and volumes for each bidding area and time unit based on flow-based capacity calculation. All CEE Region market participants and players (TSOs, PXs, Regulators, other stakeholders) have the objective to be coupled in an EU-single-price mechanism by 2013/14 or earlier. The starting points for the process are different for different countries. Germany and Austria are as a single price zone covered by EPEX Spot for the CWE price coupling and constitute also part of the ITVC coupling with the Nordic Region. Czech Republic and Slovakia have a bilateral coupling in operation since September 2009. Regarding implicit allocations with countries outside the CEE Region two existing projects are to be mentioned. First Poland is coupled via the Swe-Pol link with Sweden since December 2010 and Slovenia and Italy are coupled since January 2011. In Hungary, the involved stakeholders have strong intentions to couple the Hungarian electricity market with its neighbours. There have been negotiations with the Austrian partners, there is a MoU signed between the Czech and Slovakian TSOs, PXs and regulators in May 2011, and discussions are ongoing with Romania, Croatia and Serbia. Hungary, the Czech Republic and Slovakia are willing and committed to join European Price Coupling by end of 2012 as the planned launch of the trilateral coupling is Q2 2012. The Parties of the Czech-Slovak-Hungarian market coupling project welcome every applicants willing to join the project if they can keep up with the main principles of the project: the deadline and the compatibility with the CWE/NWE solution.
In addition to these existing and foreseen implicit auctions, the close relationship between the price coupling for day-ahead and the objective of Flow-Based Capacity Calculation needs to be taken into account. CEE TSOs have established CAO also as an entity for the flow-based calculation and allocation (FBA) and the project is progressing towards “go-live”. Since the relationship of FBA and single-price coupling is technically challenging, but not a completely new (as already coupled markets are included in the CEE FBA tests), a seamless coordination of practical steps needs to be ensured. The actual implementation path needs to be elaborated and decided in the next month and in coordination with neighbouring involved regions and stakeholders. This will take into account market participants views, existing legal requirements, an efficient achievement of the full target model in 2014 or respectively an earlier implementation of it with CWE/NWE region together with the adjacent borders to be joined.
Finally, governance issues related to the TSO-PX relationship will need to be addressed, in line with the ongoing discussion and preparations on governance with the EC and regulators. Beyond the discussion at the EU level, also on a regional level a proper governance structure (e.g. via contracts) supporting cooperation between TSOs and PX within the region and also with involved TSOs and PXs in neighbouring regions (primarily CWE) has to be established.

Timetable for the day-ahead allocation in the CEE Region is presented in Table 2 below.

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

	ACTION
	RESPONSIBLE
	DEADLINE

	Make proposals for potential implementation paths for FBMC (including both elements (MC and FBA) and identification of existing impediments
	CEE TSOs, PX (and CAO)
	Autumn 2011

	Evaluate and decide on implementation path and how to resolve impediments
	CEE Regulators in coordination with TSOs, ACER and Regulators and stakeholders from other relevant Regions
	Beginning 2012

	Follow implementation path as decided in the beginning of 2012
	CEE TSOs, PX (and CAO)
	End 2013


Table 2: Timetable for the day-ahead allocation in the CEE Region of ERI

2.1.3 Deliverable I.3 Intraday

The target model for intra-day comprises of a coordinated TSO capacity calculation which shall be facilitated via a Capacity Management Module (CMM). The available capacities shall be allocated via a single order book function (SOB) in a continuous implicit trading. This shall also foresee for pricing of capacities.

Intra-day allocation mechanisms exist on most borders in the CEE Region with a degree of harmonization in the allocation part. The capacity assessment is still done individually and this needs to be developed further (in line with the CMM developments). Moreover, existing allocation mechanisms are based on a first-come first-served solution and not yet on implicit continuous trading. Acknowledging the improvements of the NWE project, CEE Region will use this as a key reference for further steps on intra-day in the region.

Timetable for the intraday allocation in the CEE Region is presented in Table 3 below.

	DELIVERABLE I.3 Intraday

	ACTION
	RESPONSIBLE
	DEADLINE

	Plan how to implement NWE interim solution on CEE borders (stepwise approach)
	CEE TSOS (possibly in cooperation with CEE PX and CAO)
	Mid 2012

	Implementation of target model as defined in CACM FG and associated network code
	CEE TSOs (possibly in cooperation with CEE PX and CAO)
	Q4 2014

	
	
	


Table 3: Timetable for the intraday allocation in the CEE Region of ERI

2.1.4 Deliverable I.4: Capacity Calculation

TSOs of the CEE Region started a project on FBA and established in 2008 the Central Allocation Office (CAO) as the entity having the task to coordinate the capacity calculations for the entire region. The target model is driven by close coordination between TSOs. TSOs are requested to establish a common grid model and take into account generation and load information. For highly meshed network areas (such as the CEE Region) a flow-based capacity calculation approach is preferred. Regions having less meshed networks may apply an ATC approach. The CEE project objective is in line with the target model regarding capacity calculation. Moreover, the target model requires a single grid model across Regions as a basis for the capacity calculation and in this point the CAO and the CEE Region were able to achieve substantial progress and first-ever approach in Europe to the FBA already in 2009. The project of CAO and TSOs has encountered a number of challenges due to the high technical complexity and has therefore also faced delays. The current situation allows for a fundamentally elaborated decision whether explicit flow-based allocation to go live in 2012 in the beginning of the year 2012. Clarity on that issue will also allow for a more firm planning of the implementation steps of implicit auctions. Moreover, Regulators from CWE and CEE Region have requested TSOs from both regions to ensure compatibility of the two FB capacity calculation approaches in the regions in order to be able to achieve the target of a coordinated capacity calculation mechanism by 2014 – for that purpose, the TSOs from CEE and CWE regions have established a common expert working group for sufficient coordination of FBA.
Timetable for the capacity calculation in the CEE Region is presented in Table 4 below.

	DELIVERABLE I.5 Capacity calculation

	ACTION
	RESPONSIBLE
	DEADLINE

	Further cooperation between FB capacity calculation projects in CWE and CEE to ensure needed compatibility
	CEE TSOs and CAO
	Summer 2011 – and continuing

	Finalize FBA project – to be ready for go-live
	CEE TSOs and CAO
	Autumn 2011

	Propose implementation path in relation to day-ahead market coupling
	CEE TSOs and CAO
	Autumn 2011

	Evaluate and decide on implementation path 
	CEE Regulators in coordination with ACER and Regulators and stakeholders from other relevant Regions
	Beginning 2012

	Follow implementation path as decided in the beginning of 2012
	CEE TSOs and CAO
	End 2013

	
	
	


Table 4: Timetable for the capacity calculation in the CEE Region of ERI

2.1.5 Deliverable I.5: Electricity Balancing Markets Integration (EBMI)

Although balancing is out of the scope of the FG CACM it is both, closely related to the target model and of essential significance in relation to the intraday market. Whereas details of the electricity balancing markets integration are a subject of the newly initiated project of ACER for EBMI Framework Guidelines (and thereafter will be a subject of the related ENTSO-E codes), two general elements need to be mentioned:

· There will most likely be no reservation of interconnection commercial capacity for balancing
· The TSO-TSO approach, where agents interact only with their respective TSO seems to be the preferable model.
Until now, there are no specific implementation projects for cross-border balancing in CEE planned and the key starting point for this issue in the CEE Region will be the future FG on EBMI and the related ENTSO-E codes.

2.2 Priority II. Interconnections and available transmission capacity

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

· Regional investment plan 

· Concrete interconnection projects

The article 12.1 of Regulation (EC) 714/2009 requires the TSOs to publish a regional investment plan every two years. 

The development of investment plans on EU level and national level is a process designed in the third package. ACER and NRAs are closely involved in this process and thus this is considered as the main workstream for investments. In parallel to the legal requirements and processes also additional initiatives such as the North-Sea Grid Initiative or the CEEE Forum address these issues.

If after all these processes any regulatory gaps on investments remain the CEE Regulators are committed to deal with these remaining issues within the RI process. However for the time being monitoring of the consistency is indicated as the main activity in the Table 5 below, closely linked to the TYNDP (Ten-Years Network Development Plan) of the ENTSO-E.
	DELIVERABLE II.1. Regional investment plan

	ACTION
	RESPONSIBLE
	DEADLINE

	Monitor regional investment plan, asses consistency with community wide TYNDP
	CEE Regulators
	Depending on EU-wide TYNDP


Table 5: Indication of CEE Region relation to the TYNDP
2.3 Priority III. Transparency 
To contribute to further improvements of transparency the regulatory authorities of the Central Eastern Europe region (CEE region) published in February 2008 a Report on Transparency. According to the Report relevant information on load, transmission, interconnectors and balancing as well as on generation has to be published in a harmonized way in the CEE region. The Report contains a list of information that shall be published by the transmission system operators (TSOs) and power exchanges (PEXs) in due time. The majority of this information is required by the annex to the Regulation (EC) 714/2009 Congestion Management Guidelines. 

The first monitoring report shows that the level of transparency in the Central Eastern Europe region is reasonably high (www.energy-regulators.eu). The information required in the Report on Transparency is generally available. 

The CEE Regulators will continue monitoring of the fulfillment of the relevant requirements. A further effort in finally harmonizing transparency throughout the whole EU IEM (Internal Electricity Market) will be made after the entering into force of the respective legal framework in the form of Transparency Guidelines, currently under preparation by the EC. 

2.4 Priority IV. Regional Report on the Management and Use of Interconnections

2.4.1 Deliverable IV.1. Regional Report on the Management and Use of Interconnections 
This reporting on electricity interconnections management and use mainly aims to provide an evaluation of the economic efficiency of congestion management methods at regional and EU level. CEE regulators propose to work with other regions and ACER to agree a coordinated approach to producing regional reports on the management and use of interconnectors. The key challenge CEE regulators have experienced in producing the regional report is access to consistent and up to date data.
2.5 Priority V. Other Issues in the CEE Region: Removing Market Entry Barriers and Addressing Regulatory Gap

The detailed planning and results achieved so far in the removal of market entry barriers in the CEE Region are contained in the respective areas (Regional Initiatives ( Electricity ( CEE Region) of the regulators’ webpage, www.energy-regulators.eu. 

Concerning the regulatory gap and addressing especially the differences in responsibilities and duties in cross-border issues like dispute resolution, etc. it is anticipated that the Regulations (especially the ACER Regulation (EC) 713/2009) and other legal provisions of the third package (most notably adequate transposition of the Electricity Directive into the national legislations) will significantly improve the situation and remove all substantial regulatory gap issues, which were identified in the CEE Region and are presented at the above mentioned webpage.
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