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NWE day-ahead price coupling project
IG meeting
05 December 2012, 12.30 – 16.30
DERA premisses
Carl Jacobsens Vej 35, 2500 Valby, Copenhagen

AGENDA

	Time
	Agenda Topic
	

	12.30
	Light lunch
	

	13.00
	Opening and welcome
	DERA

	
	1. Status of the project – progress report
	TSOs and PXs

	
	2. Status of PCR development
	PXs

	
	3. Algorithm Requirements
	

	
	a. Impact assessment on inclusion of losses on HVDC cables in NWE day-ahead price coupling
	TSOs and PXs

	
	b. Functioning of other requirements in the algorithm 
(ramping, minimum flow constraints, price difference – flow tariff, avoid curtailment by local matching etc.)
	TSOs and PXs

	
	c. Regulators view on handling of losses or other algorithm requirements
	NRAs

	
	d. Stakeholder involvement
	TSOs and PXs

	
	4. Regulatory approval process
	NRAs

	
	5. AOB
	

	16.30
	Close
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Draft Minutes

Jeppe Danø (DERA) welcomed to the meeting.

1. Status of the project – progress report
Corné Meeuwis (CASC) gave an oral update: Project partners are working to ensure that information gathered within the project can be transferred also to other parties and within PCR for further extension of the coupling over Europe. Regarding project management, Corné will be responsible for legal and regulatory issues while Tjitske Kramer (Belpex) will be in charge of project management concerning more technical aspects. Recent developments lead to a further delay in the delivery of NWE price coupling beyond Q2 2013 (see below). 
2. Status of PCR development
Andrew Claxton (APXEndex/Belpex) gave an update on the PCR project and recent decisions by the PCR SC which by now were not agreed with the NWE JSC.

The Algorithm release 3 is delivered and in test. It includes requirements of the Italian and Iberian markets. A later release 4 may be a bug fixing release. The PCR Matcher Broker (PMB) software release 2 is getting stable. 

Currently timings are discussed in particular with regard to fallback procedures between PCR and NWE. These are critical issues to resolve at a practical level.

The testing infrastructure is being established. The algorithm is integrated in the PMB. However, testing has started later than previously expected. Algorithm release 4 and the PMB 2.X.X. release will only be available by end of April 2013. The PMB release 3 will be delivered by end of May 2013. It is currently discussed between PX and TSOs how to integrate this schedule in the overall integration process and system testing. Whether this delay has budget consequences is also investigated. 
Reasons for the delay in development compared to the previous schedule are among others difficulties to agree on final steps, change requests from TSOs (e.g. including LT nomination into ramping constraints) and PXs, software quality issues in the algorithm and PMB as well as difficulties installing local test environments.

Future risks include unexpected testing issues in algorithm and PMB releases, the change of the flow calculation method (e.g. in case of no congestion there is no unique solution to the flows).

OTE (CZ) requested full PCR membership while other PXs and market operators indicated interest. CEE TSOs requested assessment about algorithm compatibility.

Margareta Bergström (EI) concluded that PCR considers NWE to be mirrored as a release of the PMB and algorithm releases. Andrew explained that PCR tries to ensure that no major changes to PCR would come up in the process of rolling out PCR over Europe.

Jeppe reminded on the letter sent by ACER (Alberto) after the Florence Forum to ENTSO-E, Europex and NWE JSC which requests more frequent information. He considered that it is hard to infer which impact these PCR developments have on the NWE planning. Corné replied that impact on planning is evaluated. Basically by mid April combined testing can start. Planning will be discussed in next weeks NWE JSC and shall be presented to the next AESAG (December 18). Probability of go-live end of September beginning of October2013 is likely. 

 Jeppe asked for the main bottlenecks and whether this delay is due to previously unforeseen needs and e.g. in terms of resources for programming. Corne replied that a number of parties within this project use the same vendor for different tasks which occupies them quite busy. Moreover, the exact specification of already known requirements came in only very late. Also it is not an issue of man power as scaling would likely not solve the issues. 

Jeppe stated that for the monthly reports as requested by ACER it would be important to highlight possible solutions. Corné considers that there are no regulatory issues that cause delays. The request for simulations e.g. impact assessment on losses should not cause a delay. Andrew added that it is tried to fit these in but the first priority is to deliver the main task.
NRAs consider that in every IG meeting NRAs are reported further delays. Therefore, it is important that a firm delivery date is to be decided. Corné stressed the complexity of the project with 13 parties out of 11 countries. It is just simply hard to get agreements with all parties despite full effort. The political will to reach certain dates is recognized however. 

Jeppe added that it is important to have a more detailed planning to better understand the reasons for delays. 

Andrew agreed that NWE is a complex IT project. PCR recently added resources to project management. In addition there exist other important projects e.g. Intraday which occupy resources. 

Jeppe asked for any major problems and potential show stoppers. Corné replied that currently no crucial remaining issues are identified. This is despite many contracts and agreements e.g. regarding the GB market which need to be concluded. Andrew does not see show stoppers. He is worried that not all procedures are worked out. There is no roll-out for the local implementation tasks. The plan shall be presented in the next IG meeting. 

Jeppe inquired about what really the new aspects of the NWE price coupling are regarding changes for the PX systems compared to today. Andrew explained that shipping arrangements and GB inclusion are quite new. Corné added that the biggest change is actually on the borders between regions. This concerns e.g. how to include connections from GB to the Netherlands and to France. This might lead to different results in the coupling. 

Rose Sargant (NMa) inquired about local testing by TSOs. Hans Vandenbroucke (Elia) replied that e.g. local interfaces are still working within the new environment. This includes IT issues as well as contractual agreements concerning pre- and post-coupling. 
Andrew asked for potential extension of NWE as ACER had asked for clarity on what that means in regard of planning. Inclusion of SWE could be handled from a PCR perspective probably quite easily. Better information shall be available in January. If possible to include further borders this should be done. 

Corné stated that SWE could join PCR in parallel but rather not within the NWE project as this would likely result in further delay.
Olaf Islei (Ofgem) considered that flexibility in the project seems to lay only in the target date rather than resources or anything else. Hans Randen (Nordpool) stated that there is not much room for parallel development in PMB. 
Jeppe summed up that NRAs recognise the size of the project and trust that all effort is put into it. However, NRAs need to see a more detailed planning and have monthly progress report. NRAs need to understand reasons for delay better. It is important to have a credible and realistic go-live date. 

3. Algorithm Requirements
a. Impact assessment on inclusion of losses on HVDC cables in NWE day-ahead price coupling
Tore Granli (Statnett) presented the plans for the impact assessment on losses. It was not possible to deliver results already today mainly due to the need to wait for release 3 of the algorithm. In the project’s algorithm TF it was discussed how to address the questions raised by NRAs. Simulations based on data for 2011 will take about 2-3 weeks to be finalised. If release 3 is not ready on time, it will be reconsidered to use release 1. TSOs will hire an external consultant to write a report and answer the questions. 
Rose asked how the loss factor is determined. The answer was that this is based on an average of historically measured losses. 
Christina Simon (Svenska Kraftnät) considered the need to have a legal analysis of loss functionality which basically would result in congestion rent being extracted from the market. Moreover, there is an ITC aspect concerned as well by such condition. An NRA assessment would be welcomed. 

Thomas questioned the need of a country breakdown on economic effects as the overall goal is maximization of overall social welfare for NWE and Europe eventually rather than individual figures.

b. Functioning of other requirements in the algorithm

Jeppe reported on the assessment process of the algorithm. The NRA algorithm TF will continue to work and write a report which shall be finalised beginning of 2013. The paper will serve as a “harmonised opinion maker” for NRA decision making and not as an approval paper.

Patrick Luickx (CREG) stated that NRAs lack information about which requirements will actually be activated on which borders. He also reminded on the questions sent NRAs in September. 

Rickard Nilsson (Nordpool) explained that in the PCR environment the algorithm is built to cover the requirements of the TSOs. PCR is not deciding which requirements are to be active on which borders. Patrick inquired about Price Taking Orders (PTO) with different price caps at different PXs which could cause interferences. 

For NRAs it is important to understand what changes on their respective borders. Rickard sees very limited changes which concerns special product features. The only substantial change might concern DC losses. 

Tore also presented the functioning of other constraints (ramping, minimum stable flow (MSF), avoidance of curtailment by local matching, handling of price differences). The algorithm can handle line ramping, cumulative flow ramping (new feature) and net position ramping. Line ramping is an instrument of system operation to maintain system security. 
MSF will not be operative at the launch of PCR/NWE as it is not fully developed yet and quite complex. Local matching constraints (LMC) or PTO aim at limiting curtailment. The algorithm can support different price boundaries on different markets. 

Jeppe suggested that harmonisation of price boundaries should be discussed in this project. Frank added that due to the NC CACM this will have to be done anyways. Rickard explains that this should not be taken lightly as price boundaries have a direct and substantial effect on financial and risk positions. Price boundaries e.g. for EPEX are not really fixed due to the potential of a second auction in the daily operation process. This differs from the NPS approach which has a firm limit.
Jeppe concluded that if reasonable price boundaries could be found amongst NRAs then PXs should be ready to change accordingly. Reflection on this issue should be continued. NRAs will investigate whether they can come up with proposal for a harmonised approach to be discussed again for the next IG meeting. TSOs and PXs will probably be consulted in this respect. 
c. Regulators view on handling of losses or other algorithm requirements 

The topic was not discussed further.
d. Stakeholder involvement

Corné stated that a 2nd stakeholder meeting is included in the planning. Furthermore, with respect to the discussion to a later extension of NWE the JSC invites ENTSO-E and Europex as observers in the project. Finally, it is discussed to introduce a central coordination point for TSOs, PCR and new entrants in addition to making texts available. 
4. Regulatory approval process
Corné explained that a 3rd Regulatory report will be delivered together with the impact assessment on DC losses in February and followed by the approval package. About four months for national approval will be needed. 

5. AOB

Next meeting: 20 February 2013 in the afternoon in Copenhagen.

