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Summary document of events and progress 
1. This document gives a comprehensive summary of the history, development, and progress to date for the France-UK-Ireland Electricity Regional Initiative.  It is intended as a ‘one stop shop’ document.  Where relevant, links are provided to give further details.
2. Feedback on how well this document addresses your needs and any ways in which it could be improved would be most welcome.  Feedback can be provided at any time to Gary Craig: (regulatorgb@ofgem.gov.uk).
Background to France - UK - Ireland Electricity Regional Initiative
ERGEG Electricity Regional Initiative
3. ERGEG launched its Electricity Regional Initiative (ERI) in February 2006.  This launch included the publication on the ERGEG website of the ERGEG Conclusions Paper The Creation of Regional Electricity Markets An ERGEG Conclusions Paper, which set out a plan for integrating national electricity markets across the EU with the ultimate goal of reaching a single EU electricity market.  The plan anticipated as an interim step in this process the establishment of a number of regional groupings of countries, where each could address market integration issues on a local and more targeted basis. Further details regarding the ERI across the EU, for example regarding the way other EU countries have been grouped together, can be found in Annex C and at :

http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI
4. The Electricity Regional Initiative (ERI) is a joint European Commission and regulatory initiative that is intended to foster the further integration of national electricity markets, through the further development of regional electricity markets.  It is in line with the policies developed by the European Commission to create regional electricity markets as the interim stage towards a fully functioning internal energy market.  

5. The ERI is seen as one of the delivery mechanisms, that will actively involve all stakeholders, in tackling many of the barriers to progress that currently exist between Member States (as identified by the Commission). The ERI is intended therefore to complement the Commission’s Green Paper. 


Market integration across France, UK, and Ireland

6. ERGEG’s launch of the ERI established, among other things, the France-UK-Ireland (FUI) Electricity Regional Energy Market (REM).  That is, regulators of Republic of Ireland, France, Great Britain, and Northern Ireland (CER, CRE, Ofgem, NIAUR respectively) have committed themselves to working together and with all stakeholders to further the integration of their national markets with a view to promoting efficient trade and enhancing competition.
7. Ofgem has been designated as the Lead Regulator for this group of countries.  Ofgem accordingly chairs this group of regulators and takes responsibility in the first instance for organising meetings and managing the work programme.
Objectives for market integration across France, UK and Ireland 
8. The basic objective of the FUI electricity REM is to foster the integration of the national electricity markets in France, UK and Ireland in order to promote trade and the development of further competition.  To this end, it is intended that the following objectives are reached :
· Identify and publish, based on the priority areas discussed in the ERGEG Conclusions Paper and through open consultation with market participants, the priority areas to be addressed across these countries;
· Establish and publish a timetable for the technical work required to address these areas, including allocating responsibility for the tasks to the stakeholders most able to accomplish the relevant work; and

· Take forward and oversee that this work is done to timetable.

Consultation and stakeholder participation

9. It will be important to involve stakeholders in the process for identifying and addressing impediments to trade between the four national markets.  They have for example the expertise and market knowledge to help regulators and others understand and tackle the issues.  It is necessary also to allow a full airing and discussion of views before particular solutions and changes are adopted.
10. Accordingly, the four regulators foresee substantial consultation and involvement of stakeholders.  Methods will include for example :
· Formal Stakeholder Group (see below)

· Written consultation exercises

· Workshops and other discussion fora

· Formal and informal bilateral contacts

· Ongoing Workstreams with detailed stakeholder participation

11. The majority of these methods have already been set in place, see below.

Institutional Structure
12. In order to take forward the work, regulators, the European Commission, TSOs and stakeholders will need to be involved, as well as government representatives from the appropriate ministries.  Regulators for example have the responsibility and authority for driving forward the work.  TSOs will need to consider and implement solutions to the issues that arise in solving problems that impede cross border trade and market integration.  The expertise, views and actions of market participants, stakeholders in general, and government will be needed in developing approaches to particular problems and enhancing market functioning.  These elements have been organised in the FUI region as follows.
Regulators and the ‘Regional Coordination Committee’
13. The four regulators have established a Regional Coordination Committee (RCC) comprising the four regulators plus the European Commission.  It is chaired by Ofgem,  which has been designated as the Lead Regulator for this region.

14. The RCC has the responsibility and authority for driving forward the work in the FUI region.  It acts as overall coordinator of the tasks facing the FUI region, and is responsible for consulting stakeholders, defining the way of work and establishing priorities, milestones and deliverables.  It must also report to ERGEG concerning progress in the FUI region.
15. The RCC also establishes relations with TSOs through the Implementation Group (IG) and with stakeholders through, among other things, the Stakeholder Group (SG).
16. The RCC meets around once every two months.

Transmission System Operators (TSOs)  and other Market Operators and the ‘Implementation Group’
17. In order to deliver concrete action and change, commitment and action will be required from the relevant competent parties able to implement the necessary change.  For the FUI region the relevant parties will in the first instance be the TSOs in France (RTE), GB (National Grid (NG) ), Republic of Ireland (EirGrid), and Northern Ireland (System Operator Northern Ireland (SONI) ).  Hence the regulators have established an Implementation Group (IG) comprising these TSOs plus the four regulators and the relevant interconnector operators.  The European Commission is also invited to attend.  The IG is chaired by Ofgem.
18. The IG meets around once every two months.

Stakeholders and the ‘Stakeholder Group’
19. Given that the overall objective in the FUI region is to promote efficient trade between market participants, it is crucial to involve stakeholders.  This will be done in a number of ways in the FUI region, including written consultation, workshops and bilateral contacts.  The regulators have also established a formal Stakeholders’ Group (SG).  This comprises all interested parties and is open to all.  Meetings of the SG are intended to be a discussion forum such that interested parties can air and exchange views, and provide one means for regulators to hear and react to the range of opinions presented.

20. The regulators presently intend that the SG meets around 2-3 times per year.
Workstreams
21. Workstreams have been established to tackle the priority topics.  These workstreams cover the topics of: Balancing, Congestion Management and Transparency.  The workstreams are led by the regulators and include representatives of TSOs and stakeholders.  More information on workstreams can be found on the ERGEG website and under the “Priority Topic” sections of this document below.

Events and meetings from launch of the ERI
22. Annex A summarizes the main events and meetings that have occurred for the FUI region, together with the main outcome.  Documents for each meeting can be accessed via the given links.
Priority issues and topics
23. Following discussion in spring 2006 with TSOs, stakeholders and representatives of the Commission and Member State governments, and in the 1st SG of May 2006, the following issues were identified as priority issues to be pursued in order to enhance integration of the four national markets :

· compliance with Congestion Management Guidelines under Regulation 1228/2003;
· co-ordination of capacity allocation on electricity interconnectors;
· enhancing reciprocal access to Balancing
 markets; and

· 

 HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/UK_Ireland/Meetings/Workstreams/Transparency" 

wholesale market transparency
. 
24. In order to complement these issues, the four regulators have in addition explicitly considered the following topics :

· Imbalance pricing

· Transmission tarification

· Analysis of interconnector flows

Treatment of issues

25. The four regulators are presently pursuing the four priority issues as follows :

Priority Issue 1 Congestion Management

Description


26. The implementation of the Congestion Management (CM) Guidelines under Regulation 1228/2003 is a statutory requirement.  It can be expected to maximise the efficient use of existing cross border electricity transmission capacities and so enhance integration of national markets.

27. In particular, better co-ordination of allocation of interconnector capacity across each of the interconnectors in the FUI region with each other, and where relevant in continental Europe, can facilitate trade across the whole region.  Such co-ordination is required by the Congestion Management Guidelines, but also forms a separate topic for the FUI region.


Process for addressing this issue

28. The TSOs in the region have written 2 papers on congestion management that form part of the formal written consultation. The first paper identifies the most significant provisions of the Congestion Management Guidelines affecting TSOs.  This uses a ‘gap analysis’ to assess those aspects of the current operational and commercial arrangements, within their respective market, which may require realignment to fully comply with the Guidelines when they come into force.

29. The Second paper builds on the work of the first paper and puts forward proposals for ways to co-ordinate interconnectors. The proposals in the second paper were consulted on and the first paper forms information as part of the consultation.

30. To complement this work the regulators have produced a formal written consultation paper analysing flows on the England – France interconnector (IFA).  Views were sought on, amongst other things, which items in the current version of IFA auction rules are considered important to be harmonised with the existing continental auction rules and vice-versa.
31. A workstream dedicated to Congestion Management was established at the end of 2006.  The workstream is tackling Compliance with Congestion Management Guidelines and Co-ordination of allocation of interconnectors’ capacity. CRE lead on the CM workstream with NG acting as lead TSO, although all regulators and TSOs in the region are represented.    The first workshop took place in Paris on 10 January 2007 and a number of forward looking actions were agreed.  The main actions related to the introduction of intraday, Use It or Sell It (UIoSI) and firmness of rights.
32. A result of the 2nd CM Workshop (17 April, Paris) and subsequent IG meetings the TSOs have now provided a “menu of options” outlining solutions that are fully compliant with the CM guidelines and allowing for harmonisation by spring 2008. The menu formed part of a 9 day mini consultation (closed 27 June) with Stakeholders to aid NGIL/RTE in adopting the optimal proposal.
33. A formal consultation based on the TSOs preferred option for an enhanced capacity allocation system for IFA occurred over the summer.  The TSOs were given the “green light” to proceed based on their preferred option.  This will see the development of a bespoke IT system for allocating capacity which will be implemented in 2008.   A User consultation will occur in late 2007.
34. Other main deliverables in this workstream are the removal of the reserve price on IFA (completed) and, if appropriate, the process should be applied to Moyle.  

35. This work links into other Congestion Management related work occurring at the CEER/ERGEG Task Force level.


Priority Topic 2 - Balancing

Description

36. Gains from trade suggest that increased reciprocal access to balancing markets across the FUI region will have both benefits for System Operators and market participants.  These benefits include the procurement of balancing services in an efficient manner by the possibility of using internal and external reserve resources in a competitive environment across a wider area. This is likely to have associated benefits in relation to plant loading efficiency (with associated environmental benefit) and a decrease in balancing costs.


Process or proposed process for addressing this issue

37. The TSOs in the region initiated the process by writing a formal written consultation paper on balancing.  This paper sets out the current tools and mechanisms adopted by TSOs within the region.  The paper considers two basic models that could be used to facilitate improved reciprocal access to cross border balancing services and enhance the balancing markets involved.

38. To supplement this work, the regulators produced a formal written consultation paper comparing imbalance pricing arrangements across the four countries.
39. A workstream dedicated to balancing was established at the end of 2006.  This workstream is tackling the issue of reciprocal access to balancing markets in the region. Ofgem lead on this workstream with RTE acting as lead TSO, although most regulators and TSOs in the region are represented.  The first workshop took place in London on 17 January 2007 and a number of forward looking actions were agreed.  The main action agreed was that the TSOs would develop the “favoured” Model 2 that allows for reciprocal access via TSO to TSO trades.

40. The second workshop took place in London on 23 March 2007 and the TSOs along with a sub-group of stakeholders submitted a proposals paper based on Model 2.  The group members agreed that the principles outlined in the paper are broadly the correct ones and that we should move forward on this basis.  The proposals are also broadly correct but need to be developed with some of the areas being expanded on, particularly pricing.  

41. The TSOs hosted a dedicated work shop on 11 May in London to address outstanding issues in the paper including: pricing, timing and volume.  The workshop saw members of the group actively contribute to the development of the paper and the writing of the pricing rules.
42. The results of the initial consultation and the preliminary debates in the balancing working group led to focus on the potential ways to develop further the TSO to TSO model and implement it. The workstream has resulted in the TSO’s
, in conjunction with those Stakeholders participating in the Balancing workstream, publishing a further consultation paper in October 2007.  This paper outlines their proposal for the introduction of cross border TSO balancing procurement.  The public consultation closes on 20 November 2007.
43. In early November 2007, the TSOs agreed and published an indicative timetable for the implementation of the cross border balancing system.  A high level summary of responses based on the consultation paper and the indicative timetable will be presented at the 5th SG meeting on 26 November.
44. This work links into other Balancing related work occurring at the CEER/ERGEG Task Force level.


Priority Topic 3 – Transparency


Description

45. Full compliance with transparency provisions is a key requirement for effective market functioning, including efficient price discovery.

46. Some criticisms have been levelled at the FUI region regarding the lack or perceived lack of full market transparency.  Hence wholesale market transparency issue are to be addressed in the FUI region.


Process or proposed process for addressing this issue

47. The latest version of the ERGEG Transparency Guidelines for Good Practice will be used as the key template for assessing transparency across the FUI region.

48. The TSOs in the region (apart from SONI) have produced formal written consultation papers that sets out their current levels of transparency in their own market using the  GGP for Transparency as a basis.
49. A workstream for this topic was established at the end of 2006.  This workstream focused on the informational gaps relating to the wholesale market that exist in the region.  CER and NIAUR jointly lead on this workstream with Eirgrid and SONI acting as joint lead TSOs. All other regulators and TSOs are also involved.  The first workshop took place in Dublin on 23 January and the 2nd by teleconference on 13 February.  A number of forward looking actions were agreed.  The main action fell to the market participants to submit proposals on what information they felt should be published to allow for the more efficient functioning of wholesale markets.

50. The aim is now to produce a Consultation Paper on Transparency.  The document will use the “Transparency Guidelines for Good Practice” as a basis.  Implementation of many proposals relating to transparency is likely be outwith the powers of regulators alone e.g. French legal restrictions on publishing certain information.  Therefore, this document will be used to, amongst other things, send a consistent message to Ministries in the region, along with the European Commission, that in some instances only they have the powers to introduce greater transparency in the region.

51. This work links into other Transparency related work occurring at the national and CEER/ERGEG Task Force level.

52. In a step aimed at increasing levels of transparency in Europe ETSO have launched the first phase of their web based information platform.  It is called ETSO VISTA and can be located by clicking on ETSO VISTA.

Priority Topic 4 – Tarification 


Description

53. If regional markets are to be harmonised it is essential that the structure of transmission tariffs in these regions do not act as a competitive barrier.  This issue requires assessment of the degree to which differences in transmission tariffs across FUI impede or distort trade.

Process or proposed process for addressing this issue

54. The regulators produced a formal written consultation paper outlining the different tariffication systems in the region, including a worked example that tries to illustrate the differentials.
55. Following consultation responses and further analysis Ofgem has decided to ask NGET to undertake a review of the treatment of interconnectors with respect to the GB transmission charging regime.  This will include those parts that may impact on trade e.g. the demand TNUoS Triad charge.  Ofgem will take bilateral action with NGET to ensure the review can be carried out in as timely a manner as possible. Although time consuming, such a review is essential to ensure that NGET continues to comply with its licence conditions in a developing European legislation context.   
56. Once the review has been completed, and if changes to the GB transmission charging regime are required, a full consultation will be undertaken.  In accordance with its statutory duties Ofgem would need to approve any proposed changes to NGET’s charging methodology.
57. This work links into other Tariff harmonisation related work occurring at the CEER/ERGEG Task Force level.

Timetable and Action Plan

58. Timetable 
Next steps

59. Work will continue to be progressed through the workstreams, SG, IG and RCC.  Consultation papers are expected over the winter on the Congestion Management and Transparency workstreams with implementation of the relevant proposals following.
60. Feedback
If you feel that this document can be added to or improved in any way please email Gary Craig (regulatorgb@ofgem.gov.uk) who will be happy to consider any suggestions.

Annex A - Summary Table of meetings, actions and developments

Summary Table of meetings, actions and developments

	Date
	Stakeholders
	Regulators (Ofgem, NIAUR, CRE, CER)
	TSOs (Eirgrid, NG, SONI, RTE)

	3 May 2006
	
	· RCC met

· First view on priority topics reached
	

	15 May 2006
	
	
	· IG met

· First view on priority topics reached

	30 May 2006
	· Stakeholder Group met

· First view on priority topics reached
	
	

	12 June 2006
	
	· 2nd RCC meeting
· Papers proposed on priority topics
	

	29 June
	
	· 3rd RCC meeting
· Allocation of papers agreed
	

	6 July
	
	
	· 2nd IG meeting

· Allocation of papers agreed 

	23 August
	
	· 4th RCC meeting
· Initial drafts of papers discussed
	

	30 August
	
	
	· 3rd IG meeting
· Initial drafts of papers discussed

	19 October
	
	· 5th RCC meeting
· Papers discussed and finalised for public consultation

· Establishment of workstreams discussed
	

	24 October
	
	
	· 4th IG Meeting
· Papers discussed and finalised for public consultation

· Establishment of workstreams discussed

	14 November
	· 2nd SG meeting
· Consultation papers presented and discussed

· Establishment of workstreams discussed
	
	

	7 December
	
	· 6th RCC meeting
· Workstreams established
	

	11 December
	
	
	· 5th IG meeting
· Workstreams established

	11 January
	· CM Workshop (Paris)
	
	

	17 January
	· Balancing workshop (London)
	
	

	19 January
	· 1st Consultation closed
	
	

	23 January
	· Transparency workshop (Dublin)
	
	

	26 January
	
	· 7th RCC
	

	29 January
	
	
	· 6th IG

	1 February
	· 3rd SG
	
	

	12 February
	
	
	· 7th IG
· Process and coordination agreed

	5 March
	
	· 8th RCC
· Detailed timetables discussed
	

	7 March
	
	
	· 8th IG
· Detailed timetables presented and agreed

	16 March
	
	· Meeting of GB/Irish regulators to discuss interactions of SEM and BETTA markets
	

	23 March
	· 2nd Balancing Workshop (London)
· Paper presented, further development of proposals required
	
	

	17 April
	· 2nd CM Workshop (Paris)
· Further development timeline required.  TSOs to produce menu of options
	
	

	27 April
	
	· 9th  RCC
· TSOs to produce menu of options on CM, Consultation paper on Transparency to be produced by regulators.


	

	2 May
	
	
	· 9th IG
· TSOs to produce detailed menu of options on CM for next SG

	11 May
	· Ad Hoc Balancing workshop

· Proposals finalised
	
	

	1 June
	
	
	· 10th IG
· CM Menu of options discussed

	8 June
	
	· 10th RCC

	

	14 June
	· 4th SG

· CM Menu of options presented
	
	

	12 September
	
	· 11th RCC
	

	18 September
	
	
	· 11th IG

	15 November
	
	
	· 12th IG

	26 November
	· 5th SG
· Balancing consultation responses presented
	
	




Annex B - Workstreams


Annex C – Summary ERGEG Electricity Regional Initiative
61. ERGEG has identified 7 regional electricity markets, each with an identified lead regulator :

	Region
	Countries
	Lead Regulator

	Central-West
	Belgium, France, Germany, Luxembourg, Netherlands
	CREG (Belgium)



	Northern
	Denmark, Finland, Germany, Norway, Poland, Sweden
	DERA (Denmark)



	France, UK & Ireland
	France, Republic of Ireland, GB,

Northern Ireland
	Ofgem (GB)



	Central- South
	Austria, France, Germany, Greece, Italy, Slovenia
	AEEG (Italy)



	South-West
	France, Portugal, Spain
	CNE (Spain)



	Central-East
	Austria, Czech R, Germany, Hungary, Poland, Slovakia, Slovenia
	E-Control (Austria)



	Baltic
	Estonia, Latvia, Lithuania
	PUC (Latvia)


62. ERGEG’s intention is that each of these regions forms a platform where relevant parties - regulators, market participants, consumers, Member States, the European Commission, and other stakeholders – can be brought together in order to identify and remedy barriers to progress towards competitive electricity markets in each region.  Action and input will be required from all these parties if progress is to be made.

63. The focus is on the practical issues that are most important to the further development of effective competition.  Progress under the ERI is also intended to recognize the over-riding principle that regional markets must be compatible with the eventual goal of a single European market.

64. Accordingly, the regulators in each electricity region plus a representative of the European Commission have formed a “Regional Co-ordination Committee” (RCC), chaired and administrated by the lead regulator.  The RCC has a primary role in bringing together the other relevant parties, ensuring that all parties have a voice and are consulted, and in pushing forward the necessary actions to agreed timetables.

65. In each region, groups have also been established for stakeholders and for network operators. A Stakeholders’ Group in each region is intended to act as an arena and focal point for collecting and disseminating views from all interested stakeholders regarding the ways in which the regional market may be further developed.  Formal meetings of each Stakeholder Group will be a principal forum for the expression of stakeholders’ views.  Formal written consultation exercises and bilateral contacts between stakeholders and regulators are also envisaged.

66. Given the principal role of TSOs and the likely need for them to undertake action to implement solutions to market problems in a region, an Implementation Group (‘IG’) comprising TSOs and other market operators as necessary, as well as regulators, has also been established in each region.

67. The electricity regions build on existing work.  They are not intended to replace existing regional projects (such as Nordpool, Mibel and the Pentalateral forum), but will develop projects in other regions, and provide an opportunity for existing projects to be enhanced and extended.  The electricity REMs will operate alongside other initiatives which are underway or are proposed in South East Europe and in the Euromed area.

68. ERGEG has established a parallel initiative for gas, the Gas Regional Initiative.
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Next meetings are scheduled as follows :


�HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/France-UK-Ireland/Meetings/IG-MEETINGS"��IG� – 12th France-UK-Ireland IG, by teleconference, 15 November 


� HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/France-UK-Ireland/Meetings/SG-MEETINGS" ��Stakeholder Group� - 5th France-UK-Ireland SG, London 26th November 2007





Balancing workstream consultation and implementation timetable were published in November 2007:





The TSO �HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/France-UK-Ireland/Papers%20and%20Written%20Consultation/%E2%80%9CProposal%20for%20the%20introduction%20of%20cross%20border%20TSO%20balanci"��consultation document�, accompanying � HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/France-UK-Ireland/Papers%20and%20Written%20Consultation/Cover%20note_%20Reciprocal%20access%20to%20balancing%20markets_FINAL.doc" ��cover note� and system � HYPERLINK "http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_RI/ERI/France-UK-Ireland/Papers%20and%20Written%20Consultation/ERI_FUI_Indicative_implementation_timetable-2007-11-06_V.xls" ��implementation timetable� are all available on the ERGEG website.





Consultation papers expected for the following workstreams in late 2007:


Wholesale market transparency


Congestion Management IFA User Consultation
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