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Project Plan Developing Network Code on Gas Balancing

ENTSOG has received the invitation to draft the network code on balancing on
4 November 2011.

The publication of this document will be the start of a formal consultation on the project
plan for the development of a network code on balancing.

Interested parties are encouraged to review this document to understand the process
proposed by ENTSOG and respond by the deadline of the 16™ of November 2011.

Responses should be sent to info@entsog.eu no later than 16/11/2011

ENTSOG AISBL; Rue Ducale 83, 1000-Brussels; Tel : +32 2 894 5100; Fax: +32 2 894 5101; www.entsog.eu; info@entsog.eu
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1 Background

Regulation (EC) No 715/2009 defines the process for the development of framework guidelines and
network codes (NC).

ACER has delivered a framework guideline on gas balancing and on 4 November 2011 the European
Commission has invited ENTSOG to develop a network code on gas balancing in line with the
framework guidelines developed by ACER and to submit the network code to ACER within a period
of twelve months.

The timescale for developing the network code on balancing is very tight and could have a
potentially high impact on TSOs, DSOs, network users and connected infra-structure operators. An
intensive and well-organised interaction with all stakeholders is therefore essential to develop a
network code that is acceptable to all and meets the objective of facilitating cross-border trade and
the development of the internal market for gas. To meet this challenge it is vital to have a robust,
inclusive and transparent process that ensures the elaboration of a well-considered and developed
network code.

The primary purposes of this document is to explain the key milestones of the development process
and to ensure the necessary participation and commitment from relevant stakeholders. The
document therefore describes the major steps in the process and how ENTSOG perceives the
interaction with wider stakeholders, particularly during the Stakeholder Joint Working Session
(SJWS) and formal consultation phases of the network code development.

The main documents supporting the balancing network code process (ACER framework guideline on
balancing, ACER’s evaluation of responses and the European Commission’s invitation letter) are
published on the ENTSOG website here: www.entsog.eu, in the ‘Publications & Events’ section under
‘Balancing’.

2 Objective

The objective of the project on developing a network code on balancing is to publish and submit a
network code to ACER that is in line with the framework guideline on gas balancing and contributes
to the European objective of further developing the internal market for energy. The network code
on gas balancing will provide a sound basis for implementing market based balancing rules in which
the responsibility to balance the transmission networks is shared between network users and the
TSOs.
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3 Scope
3.1 Topics covered in network code

The scope of the project is limited to developing a network code on balancing rules for transmission
systems based on the contents defined in the balancing framework guidelines and subject to the
requirements given in the Regulation 715/2009. The project will also outline and identify the
relations with other areas such as Congestion Management Principles (CMP), Capacity Allocation
Mechanisims (CAM), Interoperability and Tariffs. The balancing network code will provide rules that
apply under conditions that are not qualified as an emergency as defined in Article 10(3)(c) of
Regulation (EC) 994/2010.

As a consequence, the project will be focused on the following topics:

e The roles and responsibilities for network users and TSOs
o A shared responsibility model between network users and TSOs
o Obligations and incentives for network users to support the balancing of the transmission
network

e Balancing tools for the TSO:
o Buying and selling flexible gas
o Definition of standardised products
o Balancing services
o Establishment of a “merit order” on TSO balancing actions including short term standardised
products and balancing tools available to manage the system
o Costs and neutrality of balancing

e Description of the balancing period and nomination process:
o Balancing period
o Within-day obligations allowed
o Nomination procedures

e Imbalance charges:
o Definition of volume and price of imbalance
o Neutrality concept Development
o Recovery charge principles

e TSO information provision obligations:
o Information flows and timing to network users (day ahead / within day /day after)
o Forecasting methodologies and allocation algorithms
o Cooperation model of DSOs and other stakeholders to support the fulfiiment of TSO’s
obligations
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e Cross-border cooperation:
o Definition of potential valuation methods of cross-cooperation projects.

The TSO’s network and market environment in the different EU member states show many
similarities but also some considerable variances. These variances must be taken into account when
developing a network code on balancing, weighing the benefits of harmonization against the cost of
balancing rules that do not deliver efficient outcomes in the context of genuine system needs.

3.2 Relation with other network code or guidelines areas

The network code on balancing will be developed taking account of the anticipated provisions in the
CMP annex to regulation 715/2009 and the network code on CAM. It is assumed that CMP and CAM
will be adopted in line with current provisions — changes may impact the development of the
balancing network code.

Where detailed procedures on the cooperation between TSOs are needed beyond the requirements
and processes described in the network code on balancing, these will be considered in the scope of
the interoperability network code.

Financial arrangements described in the balancing network code might need to be taken into
account in the network code/guideline on tariffs.
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4 Context of network code development

The network code development is a vital part of the overall process of delivering binding rules to
promote the completion and functioning of the internal market an cross-border trade of natural gas.
Below, a graphic overview shows the entire binding rules development process:

Overview of network code process
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5 Project phases

The dedicated network code development period is divided into different phases as illustrated

12 months

below.

1. Project
planning

>

REFINEMENT WORKSHOP

KICK OFF MEETING LAUNCH WORKSHOP

PROJECT PLAN STAKEHOLDER JOINT STAKEHOLDER SUPPORT
CONSULTATION WORKING SESSIONS PROCESS

LAUNCH FORMAL CONSULTATION
DOCUMENTATION

CONSULTATION WORKSHOP

STAKEHOLDER
INVOLVEMENT

INFORMAL, BI-LATERAL and ADHOC INTERACTIONS AS REQUIRED THROUGHOUT THE PROCESS

&1

h

It is essential that stakeholders are involved in all phases of the network code development process
including:

e Project planning

e The core interactive network code development proposal activity associated with
stakeholder involvement before and during the Stakeholder Joint Working Session part of
the process including the consultation on the first code proposal

e The network code decision making process

Frontloading Key: To allow maximum opportunity to take account of all views when formulating the
network code stakeholders must be involved early in the development process to ensure that their
positions are well understood. Major changes and proposals late in the process will be difficult to
accommodate and so ENTSOG aspires to create a genuine collaborative effort early in the process to
identify approaches that deliver on the policy objectives but which also attract the broadest support
possible amongst all actors.
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5.1 Project plan development

Feedback from this general project plan consultation will define the key participation in the main
network code development period.

Planned start 26 October 2011
Main activities Kick-off meeting

Consult on initial project plan
Finalization of project plan and Launch documentation
Publish project plan

Key Deliverables Project plan
Launch documentation

Stakeholder involvement

During this phase of the project stakeholders can respond to the project plan consultation.
Stakeholders are asked to indicate their level of involvment in the network code development
process, ranging from very dedicated participation and active contribution to no interest in the
process. More information is given in chapter 8 “Stakeholder involvement”. A pro-forma responseis
included with this plan, in which stakeholders can indicate the level at which they would like to be
involved.ENTSOG wil also look for opportunities to engage with stakeholders in an information
session. This interaction can be either bilaterally or on the basis of meetings for wider stakeholder
participation. This activity is part of the network code development project and has been identified
only recently. This means that the time to plan such session will be short and can for this project
only be done on a best effort basis.

5.2 Code proposal development

This phase is aimed at an intensive interaction with stakeholders to deliver a first code proposal for
consultation.

Planned start 13 December 2011
Main activities Launch meeting

Stakeholder interaction through Stakeholder Joint Working Sessions (SJWS)
Draft initial code proposal
Consultation on initial code proposal

Consultation workshop
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Key products For each SJWS invitation, agenda, supporting materials and minutes

Initial code proposal

Stakeholder involvement
e Project launch workshop

This workshop is intended to provide further clarification of the framework guideline and to explore
early stakeholder reaction to the launch documentation and key concepts that will underpin the
network code development.

e SJWS

The SJWS are working sessions which will enable exchange and development of ideas for inclusion in
the network code. During this phase of the network code development activity ENTSOG envisages
wide interaction with all actors. These sessions will be open to all and will be held at regularly
intervals as specified in the Project planning section of this document (chapter 7).

e Primemovers

The stakeholders committing most actively participate to the process shall form a group of prime
movers that will support ENTSOG by interactively discuss the content during the development of the
code. Such interactions are likely to be intense and time consuming, but it is believed that the
commitment of at least a small but diverse group of stakeholders will be critical to developing robust
projects and therefore assure the success of the project.

e Consultation workshop

Midway through the consultation period ENTSOG will organize a workshop on the initial code
proposal. The aim is to give an overview of the results from the SJWS and rationale behind the initial
code proposal.

This initial development effort will support the draft ENTSOG network code proposal suitable
justified in the context of the wider stakeholder engagement.

This proposal will be the subject of a formal consultation. ENTSOG will communicate with any
respondent requesting a discussion and may make contact with any respondent where such contact
might assist to understand the consultation responses and better inform ENTSOG’s final network
code proposal.
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A more detailed explanation of the stakeholder engagement process is described in the “ENTSOG
Guidelines on Stakeholders Interaction during Network Code Development Process” which are
published on the ENTSOG website under www.entsog.eu/publications/index g proc.html

5.3 Code decision making

This part of the process is designed to deliver a final network code for approval.

Planned start 12 June 2012

Main activities Process consultation responses
Refinement of code proposal
Get stakeholder opinion/support
Finalize ENTSOG proposal
Submit network code to ACER

Key products Refined code proposal
Analysis of consultation responses
Network code on balancing

Stakeholder involvement

Having taken account of the draft network code consultation feedback ENTSOG will publish
conclusions, organize a workshop for stakeholders on the analysis of the consultation and
refinements ENTSOG is planning to make to the initial code proposal. ENTSOG expect that
Stakeholders will be asked for a final opinion as to whether the proposed network code is an
improvement on the status quo.

The feedback from this process will inform ENTSOG'’s final decision whether to recommend the code
for implementation.
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6 Key deliverables

During the development of network code on balancing ENTSOG plans to produce the following
deliverables:
Project Management

e Project Plan

Launch Documentation

e Final Project Plan to be refined after consultation including initial considerations on the
network code

SJWS meetings with Stakeholders
e For each SJWS: invitation, agenda, supporting material, minutes and conclusions

Network Code
e Initial code proposal

e Consultation Responses Analysis Report

e Network code on balancing
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7 Activities and timeline

The diagram below illustrates the time schedule for code proposal development.

o 7 projectlaunch A Consultation Submit
Invitationfrom  13/14pec 1112 5wy |23 53w Network Code
Commission

26 SIWS

7-8 SIWS Workshop Workshop
9 SJWS
Q

PEVE Ihopment of Development of draft network code Refinement of network code based
;:l:r:fmen tation in cooperation with stakeholders on the feedback by stakeholders

Feedback on drafted Work

SJWS SJWS SIWS SJWS SIWS Network Code
by ENTSOG shop

Main activities of ENTSOG and stakeholders during Network Code deb‘élopment phase
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Responsibilities » Merit Order * Information provision s Consolidation
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8 Stakeholder involvement

Regulation (EC) 715/2009 requires ENTSOG to “conduct an extensive consultation process, at an
early stage and in an open manner, involving all relevant market participants”. ENTSOG proposes to
go beyond this and invites all stakeholders to indicate their intended level of participation so that
ENTSOG will be able to manage the logistics of the process. To manage stakeholder involvement
ENTSOG therefore identifies four different levels of stakeholder involvement and will ask
respondents to indicate the level at which they intend to commit themselves. The table below
identifies the different levels of commitment.
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Prime Mover Committed to work on a bilateral basis and dedicate a lot of resources to
assist formulate and evaluate/refine ideas/proposals for SIWS
consideration — commitment to be intensive and involving many days
during intensive phases of the network code development

Active SJWS Expected to attend all SIWS and to read and review all material prior to

Participant meetings and to be prepared to explore detail within the SJIWS —
commitment of around 3 days per month during intensive period of
activity

Consultation  Will respond to consultations

Respondent

Observer Expected not to actively contribute to the development effort or to
participate in the formal consultations

SJIWS

As detailed in the chapter 7, ENTSOG plans to have several Stakeholder Joint Working Sessions in
which the concepts outlined in this document are discussed thoroughly and further developed ti
inform and shape the development of the code. The table provides a list of the session foreseen
during the respective project phase and workshops planned as part of the project:

Start Finish
Project launch workshop Tue 13/12/11 Wed 14/12/11
SJWS meeting 1 Wed 11/01/12 Thu 12/01/12
SJWS meeting 2 Thu 26/01/12 Thu 26/01/12
SIWS meeting 3 Thu 09/02/12  Thu 09/02/12
SIWS meeting 4 Thu 23/02/12 Thu 23/02/12
SJIWS meeting 5 Wed 07/03/12 Thu 08/03/12
Consultation workshop Tue 24/04/12  Tue 24/04/12

Code refinement workshop  Tue 31/07/12  Tue 31/07/12

Unless otherwise publically announced, all meetings will be held in Brussels. ENTSOG will inform the
participants on the exact venue and will publish meeting material in due time prior to such meetings.

ENTSOG recognises the significant challenge associated with the communication and the
development of mutual understanding of all actors’ positions during the entire twelve month
process. ENTSOG will therefore ensure that all stakeholders are kept up to date via a combination of
direct mailings or via ENTSOG website updates. All formal meetings will be documented and action
logs will be maintained, updated and published as appropriate.
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Bilateral meetings

In addition to the planned interactions with stakeholders during the code development ENTSOG is
open to interaction with stakeholders on a bilateral basis both before and during all phases of the
project. This will assist the understanding of different perceptions of the issues, challenges and
opportunities afforded by the code development and to assist preparation of concepts for further
SJWS or subsequent considerations for the draft network code on balancing.

An effective process will require engagement with stakeholders throughout the process, possibly
involving either bilateral or multilateral meetings with associations and individual companies.
ENTSOG would welcome views from respondants about how best to achieve this and particularly
views on the use of:

e Webinars
e Teleconferencing:

Both could be used to facilitate surgeries to facilitate discussions about specific issues or to allow
stakeholders to raise any issues or ideas they may wish to explore.

Distribution System Operators (DSOs)

The DSOs have an essential role in cooperating with the TSOs with regards to requirements on
information provision. Already in an early phase of the preparations for the network code
development process ENTSOG and the European associations representing the DSOs have started to
investigate how this enduring cooperation could be implemented. ENTSOG and the DSOs will
continue this cooperation during the network code development and extent it to drafting the
relevant sections of the network code on gas balancing.

Press

The kick-off workshop hosted by ENTSOG on the 26™ of October 2011 was attended by several
journalists, which ENTSOG welcomes. A specific issues was discussed on press participation in the
SJWS sessions and whether press presence may inhibit an open dialogue.

Three approaches might be considered:

e Press attendance and subsequent attributed reporting
e Press attendance on a Chatham House basis
e No press attendance.

In the event of the third option being preferred, ENTSOG would support a discussion with the press
on a frequent basis, to keep them appraised of developments. Respondents views are sought on this
matter and the rationale for their preference.
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9 Document management

According to this plan and to the Guidelines on Stakeholder Engagement Process, ENTSOG conducts
the network code development project in a fully open and transparent manner. Stakeholders’
involvement both during the interactive design phase and the formal consultation phases secures
the openness of the process. Other means of assuring a transparent process consist of
comprehensive publication of all discussed and developed material throughout the process.

As confirmed during the consultation on this project plan, ENTSOG has and will continue to
extensively make use of its website to make available all balancing network code relevant material,
at the following location: http://www.entsog.eu/publications/index g balancing.html.

The website is structured according to the different phases of the process, all documents remaining
available at all time, but the most relevant ones at a given point in time being put forward. The
following picture illustrates the organisation of a given section and the different documents relating
to it, with their corresponding status (see illustration below).
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10 Risks

Developing a network code on balancing is a complex process. The starting point for the network
code is the framework guideline on balancing. Intpretation will be a major issue and ENTSOG will
work with those who have written the framework guideline to ensure a common understanding so
that assumptions can be well documented in the launch documentation. Early understanding of
those elements that might be conflicting in the framework guideline is needed, to ensure the timely
development of the network code.

A second aspect that makes the project a complex one is the number of stakeholders and different
interest of different (groups of) stakeholders, especially in combination with the tight and firm
deadline under which the network code has to be developed. Early and thorough engagement of
stakeholders is a key measure to mitigate this risk as much as possible.

The deadline for finishing the project is tight and firm. Therefore ENTSOG must keep the tight
timelines and ask stakeholders to respect these timelines. ENTSOG staff will be open for bilateral
discussion of issues that arise or explain topics on a bilateral basis.

11 Conclusions

ENTSOG is therefore looking forward to working with all stakeholders on this challenging and
exciting project.

In order to ensure the best possible work process ENTSOG would like to get stakeholders feedback
on the proposed network code process. Stakeholders are therefore invited to answer the following
questions:

1. What do you expect to be your organisations’ level of involvement during the network code
development (see chapter 8 for further information)?
a. Prime mover
b. Active SIWS participant
c. Consultation Respondent
d. Observer

2. According to your opinion does the project plan for a development of a network code on
balancing provide a sufficient basis for a quality stakeholder involvement given the timelines
within which this project must be delivered? If no please propose any improvements to be
made.

3. What do you think of the proposed timeline, including frequency and number of meetings?
Are any changes needed?
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4. What do you think of the proposed topics and scheduling for each Stakeholder Joint Working

Sessions (SJWS)? Which other topics might be included?

5. What is your view on our ideas regarding use of webinars, teleconferencing? Do you have
any other suggestions that might enhance this process?

6. What are your view on press participation on the SJWS and other workshops?

Responses should be sent to info@entsog.eu at ENTSOG no later than 16/11/2011.

A response form is annexed to this project plan.

We look forward to hear from you and to working together with you in the network code
development phase for balancing.
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