[image: image1.png]g o
aagentur



[image: image2.jpg]


[image: image3.png]ENERGITILSYNET









NWE day-ahead price coupling and intraday projects
IG meeting

9 May 2012 from 10:30 to 16:00 hours

DERA premisses, Carl jacobsens Vej 35, 2500 Valby, Copenhagen
AGENDA
	Time
	Agenda Topic
	

	10.30
	Opening and welcome
	DERA

	10.45
	Intraday
	

	
	1. Detailed report on SOB gap analysis

a. Impact on the NWE project

b. Impact on the cross-regional roadmap
	PX

PXs and TSOs

PXs and TSOs

	
	2. PX-PX Cooperation Agreement, detailed project plan and budget
	PXs

	
	3. Update on ENTSO-E and Europex MoU
	TSOs 

	12.45
	Lunch
	

	13.45
	Day-ahead
	

	
	1. Update on Project

a. System selection

b. Status design phase (algorithm)

c. Submission of TSO/PX proposal

d. Interim high-level governance arrangements
	PXs and TSOs



	
	2. Feedback from PX workshop 20th of April
	PX

	
	3. Regulatory issues

a. Cost issues – regulators process

b. Algorithm approval process and documents/topics to be approved
	NRAs

	16.00
	Close  and next steps
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Draft Minutes

I. Opening and welcome

Jeppe Danø (DERA) welcomed participants and opened the meeting.
II. Intraday

NRAs opened the intraday session reporting on recent developments. In particular, that the PXs had provided an update on their gap analysis at the 19 April AESAG meeting. The gap analysis highlighted that it would take 18-21 months to develop the chosen starting point (ELBAS) to meet the requirements set for the NWE Shared Order Book. This timeframe would put at risk the objective of the NWE project to meet the objective of implementing common approach to intraday trading across NWE countries by the end of 2012. 

NWE PXs reported on the results of “Gap Analysis” (see presentation). The gap analysis was performed to identify the necessary upgrades to the ELBAS platform to meet the requirements of NWE TSOs and market participants as the single NWE SOB. The results of the gap analysis were that it would take 18-21 months to develop ELBAS to meet the NWE requirements at a cost of €1.4-2 million. 

ACER asked on what basis the decision had been taken for NWE PXs to select the ELBAS system as the starting point, when other trading system seemed to meet more of the trading functionalities requested by market parties. NWE PXs responded that ELBAS provides the easiest starting point as it has the single SOB/CMM functionality envisaged in NWE and already acted as intraday platform on most NWE borders. It was also noted that the decision had been taken as part of a series of high level meetings with the Commission before NWE PXs had been able to undertake a comprehensive assessment of necessary system development. 

NRAs asked whether consultation was planned with market participants to determine the necessary trading functionalities for the SOB. NWE PXs responded that stakeholder consultation had taken place via PX user forums.

NWE TSOs asked whether a full upgrade of trading functionalities was necessary since ELBAS already works smoothly in the Nordic Market. NWE PXs answered, that the trading functionalities are demanded by German market participants. Any reduction in these functionalities could result in liquidity shifting from the SOB to the OTC market.

NWE PXs presented their initial thinking on options for development of the SOB in the NWE region. The main option presented was for phased development of the SOB. The first step would be for NWE PXs and TSOs to identify which NWE requirements are a critical precondition to SOB implementation and which NWE requirements are less critical. The first phase of SOB development would then focus on the critical requirements and could take 6 months. Subsequent phases would then focus on developing the SOB further to meet the less critical requirements. Completing the first phase of SOB development for the critical requirements would be a pre-requisite for completing the local implementation projects. However, SOB development and implementation could run in parallel.

NRAs asked whether NWE PXs had considered taking a step back from the September 2011 decision to adopt ELBAS as the starting point for NWE implementation. NWE PXs and TSOs responded that looking for an alternative starting point at this stage in the project would delay the project further and would not result in a better outcome. For example, the starting point would be undertaking a gap analysis for the alternative starting point.

NWE PXs presented initial thinking on migrating to a single SOB in the German market. The first step would be to deploy ELBAS alongside the existing ComXerv platform in the German market. As ELBAS is then upgraded in subsequent phases of SOB development, PXs would work with market participants to encourage migration of liquidity from ComXerv onto the ELBAS platform. When it is clear that market participants are happy with the trading functionalities in the ELBAS platform, the ComXerv platform would be withdrawn. 

NRAs questioned how PXs would be able to ensure that liquidity will be shifted from the ComXerv platform onto the ELBAS platform. It was noted that a significant part of intraday liquidity in Germany was driven by TSOs trading RES. Therefore German TSOs could play a significant role to encourage liquidity to shift from one platform to another. PXs highlighted the risk that any attempt to force liquidity from ComXerv to the ELBAS platform could result in intraday liquidity shifting to the OTC market. PXs also noted that shifting liquidity to a new platform would require traders to change their back-office operations which would also take time. 

NWE TSOs asked for a switching deadline by which PX would guarantee a working system and participants would need to switch. A question was raised whether German TSOs are expected to act as first movers or “market makers” to encourage liquidity to shift to the ELBAS platform. 

NWE TSOs welcomed that PX now seem to have an agreement and stated that as a next step TSOs will strive to develop a project plan with PX and TSOs.

NRAs asked for more clarity and detail on the migration process and planning. PXs explained that a structured project implementation plan is needed and that system development and SOB implementation needs to be started. 

NWE TSOs presented possible implementation scenarios for the NWE region – i.e. options for phased implementation. 

NRAs requested TSOs and PXs to work together to develop a project plan for the development and implementation of the SOB to meet the NWE objectives for 2012 as a immediate priority, keeping in mind the objective of implementing the target model on a pan-European basis by the end of 2014.

III. Day-ahead

1. Update on Project

Corné Meeuwis (CASC) held a joint TSO-PX presentation on the status of the day-ahead project. The All Party Cooperation agreement (APCA) for the design and implementation phase shall be ready to be signed before the Florence Forum 22nd May. A letter will be sent soon to the lead NRAs of the NWE project and in copy to ACER/other NRAs. This letter contains additional and detailed information in Annexes as well as excerpts from the APCA. With the letter companies ask for comfort from NRAs on the issues described therein. Tjitske Kramer (Belpex) and Corné Meeuwis (CASC) lead the two working groups of the NWE JSC and are supported by E-Bridge for overall project management.
The preliminary budget for the design and implementation phase is unchanged compared to the figures presented at the last IG meeting (€10.3 + 0.8m). The next JSC will also discuss the decision between the one or two step approach (PMB/PCS). A two step approach may involve additional costs of about € m2.5.
The cost sharing between NWE and non-NWE will be 60% / 40%. NWE TSOs will only be charged with 60% of the PCR common costs while recovery of the 40% non-NWE costs shall be managed by the PCR PX. 
Payments for future non-members of PCR were discussed.
Bente Hagem (Stattnett) explained that TSOs will be responsible to ensure that PXs will not be paid double. 

The APCA and Annex to the letter also describe the NWE interim governance arrangements and ensures that arrangements shall be changed in future according to compliance with potential European legislation on governance (i.e. Governance Guideline).

Andrew Claxton (APXEndex) presented answers to some questions which were forwarded to the companies by email by NRAs in preparation of the meeting. According to PXs, TSOs will not become owners of the algorithm. A change request procedure to the algorithm will be part of another APCA for the operational agreements. 
Thomas Müller (BNetzA) asked whether TSOs agree to this view of the PXs. Corné answered that TSOs generally agree to that – even though some TSOs would have liked to become owners of the algorithm –  for the following reasons: PXs ensured that market coupling can be held up even in case of exit/bankruptcy of a PX involved and PX will provide a simulation tool with access to historical data. Those conditions suffice TSOs interest. 

Christophe Gence-Creux (ACER) asked whether ACER may have access to the simulation tool. Andrew answered that this may be possible under a certain contract and service fee.

Asked upon details on the operational costs, Andrew explained that they are expected to be limited. 
2. Feedback from PX workshop 20th of April

Andrew reported from a PCR PX meeting with the associate PX. A total of 13 PX participated. The process how to become full member of PCR was discussed as well as Governance issues. The PCR cooperation agreement and co-ownership agreement aim to be finalised before the Florence Forum. Any party can sign up to become a PCR party provided that they are supported by their local TSO and/or NRA. If they don’t chose to become a full member they may become associates and have access to more detailed information on PCR. In terms of the current work on a Governance Guidelines a NEMO committee of all its NEMOs is foreseen (“NEMO”- Nominated Electricity Market Operator). 
Christophe asked whether TSOs/PX can agree with respect to transparency and visibility in particular towards market participants to make public at least parts of the APCA, as he had proposed during the last AESAG. Bente agreed to seriously discuss this during the next JSC. However, before the Florence Forum a publication will not be possible.  
3. Regulatory issues

a. Cost issues – regulators process

Jan-Welf Selke (BNetzA) showed a regulators presentation on cost issues of which most have already been addressed under the agenda points above.
Upon question by Christophe PXs committed to reimburse TSOs for any contribution to the common design and implementation cost which they may receive in case of new PCR full members. 
b. Algorithm approval process and documents/topics to be approved
Markus Hübner presented the NRAs’ view on Algorithm approval issues. The algorithm itself has to be approved by some countries and in particular new requirements compared to the current market coupling setup as well.
Andrew expressed that changes to the algorithm may become a more crucial topic from a regulatory point of view in the future. In particular, it may be necessary to clarify which types of changes may need to be approved locally/nationally only and which need a common approval. 
IV. Next steps

Day-ahead

Jeppe summed up the discussion of today on day-ahead. There seems to be an APCA signed soon and a request for a comfort letter will be sent out tomorrow. Thus, the preparatory work to have a day-ahead implementation project is done.

NRAs asked companies to consider publishing at least some information concerning the APCA before the Florence Forum in order to accommodate the market participants’ needs. 

Intraday 

NRAs summed up the discussion on intraday. In the short term (phase 1) NWE PXs and TSOs confirmed their commitment to the NWE intraday project objectives for 2012 with ELBAS as the starting point for the SOB. In 2012 this would cover “minimum requirements” or “must have features” for ELBAS to be a viable cross-border solution. NWE PXs and TSOs would develop a full structured plan on how to implement intraday in NWE in 2012, with an update on progress at the next AESAG meeting and a full discussion at the next IG.

The priority is the plan for 2012 which should cover the following issues: development of the Shared Order Book and implementation of the Shared Order Book in local projects. NRAs also requested NWE TSOs and PXs to consider how to involve stakeholders (to ensure support for the proposal) and to consider how to reach the overall objective with SOB development and implementation running in parallel. In particular the migration solution should be developed jointly by PXs and TSOs.

In the longer term (after Phase 1) two main options were discussed. The continued evolution of the ELBAS starting point to the target model or to move directly to the target model. NRAs had questions remaining regarding the timing, costs and risks associated with each of these options. NRAs requested TSOs and PXs to develop their thinking further on these issues and propose a solution for the next IG meeting.

The next combined NWE day-ahead and intraday IG meeting will be 27th June in Brussels.
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