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Dear Lord Ricketts and European Affairs Committee		

Nord Pool welcomes the opportunity to submit evidence to the Committee on the ‘the UK-EU reset.’ The Trade and Cooperation Agreement (TCA), its implementation and future negotiations, and the trade relationship between the UK and EU, are crucial aspects of the UK’s energy landscape. Together, they influence the direction, efficiency and cost-effectiveness of many of the investments being made in renewable energy across the continent and the North Sea while supporting Europe’s energy security. 

Nord Pool is Europe’s leading power market, operating commercial power exchanges for the delivery of physical electricity in 16 European countries, including GB. Nord Pool is a ‘Nominated Electricity Market Operator’ in the EU and a designated by Ofgem ‘Relevant Electricity Market Operator’ in GB for the operation of day-ahead and intraday wholesale electricity markets across the continent. Nord Pool also operates the auction for the North Sea Link, a 1.4-gigawatt electricity interconnector between GB and Norway. 

Given the impact of the next iteration of the TCA on electricity trading and interconnectors, Nord Pool’s response below focuses only on question 7. We would be happy to provide additional information to the Committee should that be of help.   


Yours sincerely,


Thomas McGoey 
Advisory, Advisor Regulatory and Government Affairs 
UK, Ireland and Central Europe



NORD POOL RESPONSE 
7. As part of its reset plans, how should the Government deal with the expiry in 2026 of TCA provisions on fisheries and energy?
The Trade and Cooperation Agreement (TCA) plays a crucial role in determining alignment, cooperation and direction of travel between the EU-UK. Since 2021, much work has been done to examine and progress elements under its Energy Title. While progress has been made in certain areas since its entry into force, other areas such as the potential linkage of the two Emission Trading Schemes and more efficient electricity trading arrangements (via Multi-Region Loose Volume Coupling (MRLVC)), have failed to make material progress. However, we note that both topics continue to be pursued as part of the work under the TCA and, given the recent timeline releases, are likely to be pursued until the June 2026 review/expiry.
While we appreciate the two issues, ETS linkage and electricity trading arrangements, are separate commitments under the TCA’s Energy Title, together they provide an overall level of uncertainty for industry which is passed onto consumers, market participants and investors, and which also limits the progress which can be made on either area. Given the potential negative implications on all parties of a CBAM on electricity between the UK and EU and on European energy security, we would urge the two parties to link their ETS schemes before the entry into force of the EU’s CBAM. 
Only once the two systems are linked can there be material progress made on EU-UK electricity trading arrangements. Until then, the inclusion of electricity in EU’s CBAM will remain a ‘blocker’ to any potential implementation of efficient trading arrangements because the CBAM will result in all UK electricity exports to the EU being taxed, even if generated from renewable sources. All electricity generation exports from the UK into the EU will therefore be taxed at the same rate to enter the EU. This can result in the UK having a higher electricity price and result in further curtail of renewable generation that could have been utilised had it not been for the CBAM. While this not only stands to impact the flows between two jurisdictions over interconnectors and result in consumers paying a higher than necessary price for electricity but also increased carbon emissions as fossil fuel plants are called on to meet the needed generation. 
Ahead of the expiry to the energy title in the TCA in 2026, we would also strongly encourage the UK government to involve industry, including Transmission System Operators (TSOs) and power exchanges both in the UK and EU, at examining and testing alternatives to MRLVC. Work done on MRVLC so far by EU and UK TSOs have not found it to be a viable solution with potential to deliver more efficient electricity trading arrangements. Instead, there remain material concerns with its design, in particular on its timing and interaction with the EU’s internal electricity algorithm (SDAC), and outstanding questions on its interaction with the UK’s wholesale design and offshore assets. While the Specialised Committee on Energy has asked TSOs to further examine these outstanding questions and critical design elements ahead of 2026 expiry, we are not optimistic that these will ever be addressed and remain seriously concerned with MRLVC’s potential implementation. 
However, this need for efficient trading arrangements provides an opportunity for other solutions to be examined by technical experts from TSOs and power exchanges ahead of the 2026 expiry. It also provides an opportunity to examine a multi-timeframe solution which fully and efficiently utilises the increasing deployment of renewable energy sources. As more renewables are developed, the day-ahead and intraday timeframes will become increasingly interlinked to enable renewable assets the ability to alter their positions closer to delivery to account for changing demand and weather patterns. Without such multi-timeframe arrangements, the growing volume of renewable generation will not be used as efficiently as possible. However, MRLVC focuses only on the day-ahead timeframe. 
From Nord Pool’s perspective, linking the EU and UK ETS systems and the need for an alternative to MRLVC provides an opening for the examination of a price coupling solution, rather than a volume coupling solution like MRLVC, between the EU and UK to be tested and developed before needing commitment in the TCA’s annex. Only price coupling across the day-ahead and intraday timeframes done simultaneously, as there is currently throughout Europe (and unlike other industry proposals which have proposed coupling by extension of only the day-ahead timeframe) would deliver the most efficient and secure trading arrangements for both GB and UK. Such an approach supports energy security, efficient utilisation of renewables, and lower bills for both UK and European consumers.
Received 31 March 2025
 (
PRIVATE
)2
 (
PRIVATE
)
 (
PRIVATE
) (
2
/
4
)
