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Vattenfall’s response to “Consultation on the methodology for capacity 
calculation in the day-ahead and intraday timeframe” 
 
 
Vattenfall welcomes the opportunity to comment on the proposed changes to the capacity 
calculation methodology. 
 
In our letter 1, together with Fortum and Swede Energy to NordREG, dated 27  May, we 
expressed our concern with the development of the proposal for a Nordic capacity calculation 
methodology. The views expressed in the letter are valid also for the response to this 
consultation. 
 
This might be the single largest change to our wholesale market design since the 1990s.  To 
present new ideas at this stage such as the proposal to lower the hurdles, is not only 
surprising, it is also irresponsible. How the new method will impact the intraday market, and 
thereby the available flexibility in the system  must be properly covered and analyzed between 
“now” and go live of a new capacity allocation methodology.  
 

The core of our concern is that given the complexity and the omitted analysis of impacts on 
other timeframes than the Dayahead, the requirements to demonstrate  a robust efficiency 
improvement should rather increase than decrease.   

A standard precautionary principle should apply. 

 

Vattenfall rejects the TSOs proposed changes to the methodology and process 

We do not support the proposed changes to: 

• Reduce the requirement to show efficiency and reliability of the proposed methodology 
before go-live. 

• Remove the requirement to perform one year of simulations showing the efficiency and 
reliability of the methodology before starting the parallel run. 

 

 
1 Full letter may be accessed following this link 

mailto:kristian.gustafsson@vattenfall.com
https://www.energiforetagen.se/globalassets/dokument/positioner/letter-to-nras-_flowbased-implementation-plan-20200527.pdf
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In addition we do not share the interpretation that the intuitive flowbased patch is forbidden, as 
far as we understand the regulation it is not strictly required. In any case, this assessment 
should be thoroughly analyzed prior to  proposing the next step.  
 

The new method must clearly show increased efficiency and reliability 

Vattenfall’s most important individual concern is that the implications for the Intraday market 
are not included, and as far as we can tell maybe not even fully understood by the TSOs. 
Combining the flowbased methodology (FB) for the Dayahead market, and the NTC-based 
methodology for the Intraday market is not straightforward. We still lack a proper explanation 
how this will work in practice. We have been given indications that the FB-methodology will 
result in limitation in the cross boarder capacity allocated to the Intraday market and the 
implications of this scenario have not been studied. 
 
As regards the Key Performance Indicators (KPI) none of the proposed KPI’s cover the impact 
from changed allocation to the intraday market 2, and, most importantly, the potential knock-on 
effect this will have on the total availability of flexibility in the electricity system. Vattenfall has 
followed the immense development of predictability and dynamics that have occurred during 
the last decade. We are convinced that the market participants need to step up and improve 
their ability to manage the increased volatility during the ID-timeframe. A well-functioning 
Intraday market is the cornerstone for this.  
 
Having said that, we cannot but interpret this as a proposal to restrict the free market’s ability 
to actively offer flexibility, and rely more heavily on a reactive system operation, where only 
flexibility that meet the requirement of the balancing market can participate.3  
 
It is also a fact that the socioeconomic cost of a less intuitive price formation is not properly 
included in the assessments up to date. We expect that this will impact both liquidity of the 
financial markets and potentially the public trust in the market outcome. Even though these 
aspects are challenging to quantitively assess, it does not mean that they do not count.  
 
  

 
2 In the Nordic reference group Vattenfall did propose a KPI formulation that would cover the effect  including 
changes in intraday allocation, [1 - (Flowbased flow – Physical flow) / Flowbased flow]. The proposal was 
turned down by the TSOs with the arguments; “it measures several aspects that are out of control from a 
CCM/MC perspective”, and “it does only… means that there is a difference in the information available at D-2, 
D-1 and real-time and could as such not be “a go/no-go for FB”, and with the standard reference to their social 
welfare function (note, which does not include effects from the ID-market, thus effectively an argumentation in 
circles). 
3 A reference may here be made to the recent proposal by the Nordic TSOs to reserve cross border capacity 

from the spot market to increase the availability of operational reserve in the TSO-markets. Together with this 
proposal, which may restrict the possibilities to adjust between Dayahead and balancing time frame, this 
implies less space for the free market to solve the flexibility challenge, and more responsibility to centrally 
steered balancing market and reserves. 
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Implication of not performing a full year of simulations  

The proposal to skip the simulation corresponding to a full year, implies that we lose the 
opportunity to stress test methodology and transparently discuss with stakeholders on the 
performance of the method under more extreme situations.  
 
For the proposal now, it is enough that the selected KPI:s are fulfilled two months in a row, 
which naturally will depend on what kind of situation our power system happen to be in during 
the period of the parallel run. Conditions change with season, and the impact on price 
formation from one season to another is highly diverse.  
 
Final remarks 

If significantly improved, Vattenfall does not rule out that FB can be successfully implemented 
and lead to a better utilization of our common resources. Thus, our purpose is  not to be 
against FB as such.  
 
However, we do believe it was a mistake not to develop a CNTC alternative in parallel in order 
to keep both options in the best interest of society.  
 
If the current proposal cannot prove robust socioeconomic gains it should not be implemented.  
 
In addition to the above we also stand by the response submitted by Swede Energy. 
 
 
 
 
With kind regards,  
 
Vattenfall AB 
 

 
Cecilia Hellner 
Chef Public & Regulatory Affairs Sweden 
 
 


