Rules for the Auction of Available Transmission Capacity 
on the CEPS(Slovenska elektrizacna prenosova sustava, a.s. Interconnector for 2003

CEPS’s interconnectors are often overloaded which leads to bottlenecks. In order to mitigate against congestion on such bottlenecks, a non-discriminatory and transparent method for the allocation of available transmission capacity ( an auctioning system will be used. This document describes the rules for the yearly auction, based on the rules for the auction procedure successfully used by German TSOs in 2001. Deadlines for individual stages of the auction procedure are specified in Annex 2 to these Rules.

All actions and steps required by these Rules must be made in writing and delivered by auction participants in person or by registered letter. Notices delivered by fax will be likewise considered provided that the fax is followed by a confirming registered letter. 

For the purposes of these Rules: 

”Auction” means a process aimed at the reservation of available transmission capacity on the CEPS( Slovenska elektrizacna prenosova sustava, a.s. interconnector in a specified direction, according to the rules described below;

”Congestion management” means the objective and non-discriminatory process of the allocation of available transmission capacity on interconnectors, which eliminates speculations; congestion management ensures the safety and security of transmission system operation;

”Interconnector” means a group of lines connecting two neighbouring transmission systems. In these Rules, the interconnector between CEPS and Slovenska elektrizacna prenosova sustava, a.s. (thereinafter „SEPS”) is referred to. 

Available transmission capacity for 2003 and individual calendar months of the year will be allocated to market participants in auctions. Available capacity is guaranteed to be offered to the market, except in cases where provisions concerning the prevention of damage and Force Majeure are applied.

1.
Allocation Procedure

Available transmission capacity on the CEPS(SEPS interconnector for 2003 and the individual calendar months of the year is allocated in auctions organised by an Auction Office. In these Rules ”Auction Office” means CEPS. The allocation of available transmission capacity is determined according to direction: Auction 1 involves the direction from CEPS to SEPS with Auction 2 involving the direction from SEPS to CEPS.

Each auction participant ( bidder submits his bid in writing, before the deadline given below. The bid must contain the data specified in Article 3 ( Bids for Available Transmission Capacity. 

With the submission of a bid to the Auction Office, the bidder commits himself to paying the determined price for congestion management relating to the transmission capacity reserved for him in the auction irrespective of its actual use.

According to the current Czech Grid Code, part VI, the following agreements with CEPS are required for the use of reserved capacity: an Agreement on accepting the trading conditions for electricity transit and/or an Agreement on accepting the trading conditions for electricity imports and exports, together with the respective Transmission Contract.

2.
Available Transmission Capacity

CEPS offers available transmission capacity on its interconnectors for 2003 and the individual months of the year. The amount of available capacity on the CEPS(SEPS interconnector will be published on CEPS’s website regularly, on dates determined by these Rules.

3.
Bids for Available Transmission Capacity

In order to participate in an auction procedure, bids must be submitted to CEPS’s postroom in sealed envelopes by bidders in person or by registered letter. The postroom marks the date of delivery on each envelope. Bids for each interconnector and each direction must be submitted in separate envelopes, marked with the following data:

	Bid for reservation 
of available transmission capacity 
for 2003
	
	Bid for reservation 
of available transmission capacity 
for 2003

	
	
	Month: xx

	Interconnector: ……….
	
	Interconnector: ……….

	Direction:  ……………
	
	Direction:  …………… 


Only one bid may be submitted by a bidder for a certain interconnector and a certain direction. 

For auctions for individual months of 2003 bids delivered by fax will be likewise considered.

For further consideration each bid must contain the following unambiguous and legible specifications:

1.
Identification data of the bidder,

2.
Specification of transmission direction (number of auction, see Annex),

3.
Amount of transmission capacity to be reserved in MW,

4.
Value of bid in EUR/MW. The price bid for the allocation of available transmission capacity / payment for congestion management covers only the reservation service. Transmission fees will be charged independently of this, and

5.
Signature and stamp of the bidder.

Bids specifying all the above-mentioned data must be submitted, without any reservation, in the format shown in the Annex. For each interconnector and each direction, several (max. five) bids may be submitted on the same form or on the same fax sheet. Bids are binding and cannot be modified after delivery. They can be withdrawn however, provided cancellation is received in writing before the below-mentioned deadline.

Bids which do not fulfil the above requirements will not be considered in the auction procedure. The meeting of the determined day and time for receipt of bids at the designated Auction Office (CEPS) will be assessed according to regulations given in Annex 2 to these Rules.

4.
Auction procedure

The Auction Office will collect all bids which are received up to the deadline. After the deadline the bids will be checked in terms of completeness and correctness, listed starting with the highest bid and then evaluated.

If the total amount of capacity requested by valid bids is not greater than available transmission capacity, payment for the congestion management will amount to zero, i.e. each bidder will receive the requested transmission capacity free of charge for the congestion management.

If the total amount of capacity requested by valid bids exceeds available transmission capacity, payment for congestion management for each 1 MW will be determined by the lowest price offered by accepted bids. This congestion management charge is then payable by all bidders receiving a monthly reservation of available transmission capacity on the CEPS(SEPS interconnector. The due charge rate depends on the volume of capacity reserved.

Any remaining available capacity will be transferred to auctions for shorter time periods. The following table, Figure 1, shows an example:

	Auction 1 ( Max. capacity: 200 MW 
	CEPS ( SEPS 

	Bidder
	Amount
	Bid
	Total
	

	
	MW
	EUR/MW
	MW
	

	
	
	
	
	Allocated:

	a
	10
	200
	10
	10 MW

	b
	20
	50
	30
	20 MW

	c
	50
	25
	80
	50 MW

	b
	20
	22
	100
	20 MW

	a
	50
	22
	150
	50 MW

	d
	30
	20
	180
	30 MW

	e
	25
	19
	205
	Exceeded: 0 MW

	a
	30
	10
	235
	Exceeded: 0 MW

	a
	110
	1
	345
	Exceeded: 0 MW


Fig. 1  Auction summary
In this example, the congestion management charge for this auction is determined at 20 EUR/MW. Bidding company "a" receives a total of 60 MW and must pay 1,200 EUR for it. The unallocated 20 MW are subsequently offered in auctions for shorter time periods. 

Should two or more bids be submitted for an interconnector for the same direction and the same time period with the same price, they will be accepted on a ”first come first served” basis.

5.
Notification

The auction office will provide bidders, before the below-mentioned deadline, with the following:

1. Specification of auction number,

2. Period of reservation,

3. Amount of transmission capacity reserved for the bidder in MW

4. Value of payment for the congestion management in EUR/MW for the time period specified under the above point 2.

6.
Use of reserved transmission capacity

Upon reservation of transmission capacity on the interconnectors the network user is guaranteed that transmission is operationally feasible without endangering the safety and security of the transmission system, excluding Force Majeure.

After paying the congestion management charge, the network user is entitled to use reserved capacity on the respective interconnector in the respective direction. Reservations can be transferred to other interested network users only after paying the congestion management charge and under the following conditions:

· Reservation has been obtained in the yearly auction,

· Reservation is transferred for a calendar month or a longer period,

· The Auction Office must be informed in writing about any such transfer up to the fifth to last working day preceding the beginning of the time period for which the reservation is being transferred. 

For using the reserved capacity on CEPS’s side of the interconnector, the network user must meet the conditions specified in Article 1 of these Rules and submit to CEPS by 8:00 am a fixed transmission schedule for the following day as laid down in the Agreement on accepting the trading conditions for electricity transit and/or the Agreement on accepting the trading conditions for electricity imports and exports. Should the following day be a non-working day, the network user submits the fixed transmission schedule for that day and any successive non-working days as well as the first following working day. Modification after this time is not possible.

The use of reserved transmission capacity is based on the "use it or lose it" principle. This means that reservations which are not used up by the date specified in fixed schedules will be made available to all market participants.

7.
Deadlines

Yearly auctions

· Publication of available transmission capacity ( see Annex on CEPS’s website

· Bid submission ( 14 November 2002, 12:00 am (CET)

· Publication of auction results ( 15 November 2002, 6:00 pm (CET).

Monthly auctions

· Publication of available transmission capacity ( see Annex on CEPS’s website

· Bid submission ( 12:00 am (CET) on the date published in the Annex on CEPS’s website

· Publication of auction results ( 6:00 pm (CET) on the date published in the Annex on CEPS’s website.

8.
Accounting and Invoicing

For reserved transmission capacity allocated for the whole year 2003, the following payment conditions are set:

· 1/12 of the notified price for congestion management is due on the 15th of each calendar month, beginning December 2002 up to November 2003,

· Payment for a certain month is a precondition of the right to use the reserved transmission capacity in the following month, 

· In case of delayed payment, the bidder loses the right to use the reserved transmission capacity in the respective month; such released capacity will be allocated in the auction for the respective month of 2003.

For reserved transmission capacity allocated for individual calendar months of 2003, the following payment conditions are set:

· The notified price for congestion management is due on the 5th working day following the publication of auction results,

· Payment in due amount and on time is a precondition of the right to use the reserved transmission capacity in the respective month, 

· In case of delayed payment, the bidder loses the right to use the reserved transmission capacity; such released capacity will be allocated in daily auctions for the individual calendar days of 2003.

Czech companies may make payment in Czech crowns (CZK). Conversion from EUR to CZK will be calculated on the basis of the exchange rate published by the Czech National Bank on the due date of payment. CEPS calculates the payment for congestion management as a payment for transmission services and sends an invoice(tax document to the bidder before the 10th of the calendar month following the month for which the capacity was allocated. The Auction Office is justified in making adjustments to the payment due to cost increases (e.g. the introduction of taxes, duties, etc.). Should a bidder who bought capacity in the auction and paid the due charge for congestion management not conclude a Transmission Contract with CEPS, CEPS is justified in charging a penalty equal to the sum paid. A separate invoice will be issued by CEPS for this sum to be settled against the charge already paid for congestion management. 
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