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Governance issues are not addressed in this request, because work on governance is still
going on ...
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Sentence on we’ll work on this issue parallel ...

5

See following slide for clarification.
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Four regional implicit auction schemes are now operational (including Italy, which is a market
splitting solution to allocate capacity within Italy between 7 separate bidding areas)
Progress to date has been successful where there has been close alignment of interests among
the local stakeholders – in particular, where TSOs (and PXs in the case of implicit auctions) have
had the incentive to lead the process “bottom up”.
These regional allocation solutions have been developed largely independently within each
region, with little Europe‐wide coordination or direction. Each has tended to adopt unique
technical and governance approaches.
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markets, and they rely on a single power exchange in each market. All the solutions are price
coupling (market splitting is a form of price coupling where only one PX is operates in each of
the individual market areas) – for this reason, the current implicit auction solution regions do
not overlap. Explicit auctions are used to allocate capacity between the different regions.
The EMCC market coupling between Denmark and Germany (currently suspended) is the first
instance of an alternative to Price Coupling, namely Volume Coupling. EMCC uses an implicit
auction to determine the optimal flows between Denmark and Germany. These flows are then
included in the final matchings performed by Nord Pool Spot and EEX, which determine final
prices and, in the case of NPS, also the flows within the Nordic region. It is a two‐stage process.
The Spanish Market (Day‐ahead and Intraday), since 1998, has always accepted bids for energy
to be produced or consumed outside the Spanish electrical system in all the different countries
with which Spain has a border. During the matching algorithms bids that are economically viable
are matched, up to the limit of the commercial capacity published by the System Operator for
each individual border in a one side Implicit auction. Since July 2007 the MIBEL started to be a
full market splitting for Spain and Portugal, and the one side implicit auction is still applied to
other borders of the Iberian peninsula (the COMELEC network in North Africa)

There are also a number of coordinated regional explicit auctions mechanisms now operational.
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more than one regional solution.
In the current regional explicit auctions, capacity is allocated according to a harmonised set of
rules across several borders. In a more fully coordinated mechanism, capacity allocated on one
border can influence the capacity allocated on others.
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In Northern/Western Europe there is a complicated pattern of initiatives, building
against an already well developed set of market regions (Nordic, TLC, Mibel).
There are different types of initiative:
Horizontal extension of existing market regions to additional markets (e.g., CWE,
Nordic‐Baltic). These initiatives are reported to be progressing reasonably well,
led by the TSOs and PXs involved and requiring only limited support and direction
from regulators
Coupling impacting more than one existing solution or where the solution is not
well defined (e.g., Nordic‐CWE, South West Europe, BritNed, NorNed). These
initiatives are reported to be progressing less well. Problems frequently cited
include the governance and organisational arrangements, the technical solution,
the interaction/dependency with other initiatives, the impact on existing
arrangements and the related harmonisation issues. Some are largely led by the
TSOs and PXs involved, others are more controlled by regulators and/or
governments.

In Southern and Eastern Europe the emergence of regional solutions is less advanced
(with the exception of Italy that already has a solution, albeit only within its national
borders).
There are different types of initiative:
Price coupling between certain pairs of markets (Hungary‐ Romania). These
solutions could eventually become the basis for a wider regional solution, but
there is no clear plan on how market regions will emerge. Problems cited
include the governance and organisational arrangements,
arrangements conflicting regulatory
requirements and getting adequate participation from all necessary parties.
Generally there is a relatively high degree of “top down” influence from
regulators and/or governments.
Market coupling in the CSE region. This is at an early stage and faces key design
issues regarding the interaction with the CWE market coupling and the impact of
the different market arrangements across the region. A more focused initiative
just involving Italy and Slovenia is proposing a tight‐volume coupling. A joint WG
involving all relevant parties of the two countries was launched last summer.

The day ahead regional explicit auction initiatives identified addresses the borders
between the involved countries.
These are at different levels of development, and all generally have a relatively high
degree of “top down” influence from regulators and/or governments. Problems
frequently cited include the governance and organisational arrangements, the technical
solution, getting adequate levels of participation from all necessary parties, and
conflicting regulatory requirements.

