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DAY 1 -7 March 2012

Introduction

The below notes should be read in conjunction with the presentations and supporting
materials (e.g., detailed business rules (DBRs)) for the workshop, posted on the ENTSOG
website.

Please note that the European Commission and ACER have indicated that any comments
made during a SJWS should not be considered a formal position from those organisations.

1. Process update

ENTSOG informed stakeholders about the upcoming public consultation, its form and related
matters. Key points included:
e Formal public consultation is a key phase for industry stakeholders;
e ENTSOG aspiration to formulate precise consultation questions to yield focused
responses;
e Stakeholders were asked not to “rewind, replay and repeat” unsubstantiated
arguments from previous consultations or the SJWS consultation phase
e A mid-consultation workshop will be held on May 9", late enough in the
consultation period for participants to come fully prepared to articulate and justify
their positions, but sufficient time before consultation close to allow stakeholder’s
to make high-quality, focused responses.

2. Balancing Target Model — “a day of regime operation”

ENTSOG presented a worked example of the Balancing Target Model, in the form of a role
play including volunteer stakeholders, demonstrating how the following elements of the BAL
NC would fit together:

e Information provision;

e Nominations;

e Operational balancing, including short-term standardised products and their merit

order;

e [Incentives;

e Daily imbalance charge;

e Neutrality.




Stakeholders found it to be quite instructive, generating numerous clarification questions
and valuable observations. Stakeholders also raised the issue of challenging initial allocations
before they become final. The signal provided during the day should converge to the final
allocation. Any changes to the final allocation should be reconciled using a neutral gas price.
This would speed-up the end-of-day settlement.

3. Balancing system

Having issued as pre-reading the detailed business rules for this topic, ENTSOG provided an
overview of the trade notification concept within and proposed their use (via a "Disposing
Trade Notification", an "Acquiring Trade Notification" and matching process).

Stakeholders expressed openness to the concept. There, however, were requests for
clarifications and discussions about the lead times for such notifications and how they might
relate to the lead time in other schemes, including nominations and use of storage facilities.
ENTSOG did not make a formal proposal for the lead time but suggested 2 hours as being
consistent with the envisaged re-nomination confirmation timeline. Participants proposed
that the network code should be prescriptive as regards notifications and should include that
any time to process Trade Notifications should be “as short as possible.” It was noted that
since the concept of trading at the VTP (‘virtual trading point’ is by definition not directly
linked to physical flows then, other than for reasons associated with TSO’s current IT
systems, the confirmation process could be very short.

4. Operational balancing

Having issued as pre-reading the detailed business rules for this topic, ENTSOG explained
that the TSO balancing actions envisaged under the BAL NC and the four short-term
standardised products (STSPs) which the TSO could procure and use to manage the system.

Stakeholders’ early questions prompted a discussion on whether an entry-exit system could
comprise more than one balancing zone and vice versa. ACER clarified the definition
established in the Framework Guidelines; namely that there should be a 1:1 correspondence
between entry-exit systems and balancing zones.

Returning to the proposed set of four STSPs, an exchange between ENTSOG and
stakeholders took place:

e Whether temporal products should be included at all, as they are that which
underpin within-day obligations [see section on WDOs below]; The same effect
could be achieved with a combination of two balance of day products; stakeholders
believe that this set of two balance of day products will always be cheaper, if this is
the case then the current merit order will prevent the use of temporal products;

o Whether the TSO should be able to source gas at an adjacent VTP and then import
this flexibility (rather than access it via market players) and how this could be
reconciled with the CAM NC approach that it is Network Users rather than TSOs that
should hold capacity and compete with other market players for gas at non-
adjacent hubs;

e The question whether the concept of Originating Participant was limiting Trading
Platforms too much; the key principle is that it should be clear on the Trading



Platform which of the two Participants will have the obligations to renominate and
as long as this principle was upheld, then it doesn’t matter how it is implemented;
ENTSOG will explicitly solicit views on this in the consultation on the draft network
code.

5. Nominations

ENTSOG presented an overview of its draft business rules (DBRs) in slide format of the
nomination scheme to apply at interconnection points across the Member States. The DBRs
also propose harmonisation at non-IPs. There are also proposals within for interim steps to
allow time (and necessary IT system development) to implement the final nominations
scheme; their value, though, was challenged by some stakeholders.

The DBRs are the result of intense work and cooperation between ENTSOG’s working groups
for balancing (Market business area) and interoperability (Infrastructure Development
business area) after ACER advocated the inclusion of some aspects of the nominations
scheme in the BAL NC in early-February.

There was general acceptance of the proposed nominations regime. Stakeholders, however,
highlighted the need for strict coordination and reconciliation of the timelines proposed in
the CAM NC and others to follow to ensure a viable set of network codes.

A key issue was whether scheme would require all balancing zones to establish a ‘pure’ daily
balancing/nominations scheme in the 24-hour gas day or whether it could accommodate
hourly nomination schemes — especially where hourly and daily schemes are adjacent to
each other at member state borders.

6. ReactiontoDay1

DAY 2 — 8 March 2012

7. Within-day obligations

ENTSOG presented an overview of its DBRs in slide format for elaborating and possibly
expanding on the criteria for WDOs that relevant NRAs are to apply when approving or not
the introduction of new WDOs or the continuation of existing WDOs.

For most criteria, ENTSOG proposed a clarification and/or elaboration, making more explicit
the assessment to be made by NRAs. Stakeholders were asked criterion-by-criterion
whether they supported the proposal made by ENTSOG. Considerable debate took place for
each as stakeholders expressed views as to how the criteria could be elaborated even more
to result in the most objective —and most appropriate — consultation by a TSO on a
proposed WDO and assessment by a NRA. Examples of suggestions made are:



e the relevant NRAs should have an explicit requirement to approve or not a proposed
or existing WDO — and not rely on post-hoc prohibition;

e adefinition of system integrity, such as the idea of maintaining an accepted
operational envelope of volume and pressure often used by TSOs;

e the definition of indices and target values, which would be comparable across
member states, to indicate when a system’s integrity was at risk;

e definitions for liquidity and for when flexible gas could be considered available in a
given balancing zone;

e the definition of indices and target values, which would be comparable across
member states, to indicate when a system was not liquid or was lacking flexible gas
and thus required the use of procuring gas in adjacent markets;

e that the criterion of information sufficiency for a WDO be elaborated to require that
information provision is sufficiently-early, -accurate and/or binding to enable
network users to comply with the obligation;

e Charges on WDO shall be aimed at recovering TSO’s cost for managing within-day
positions of the network on the basis of ‘the causer pays’; this should be linked to
prices in the within-day market, charging option prices is not the intention.

e In a market based balancing regime flexibility should be priced

e that the criterion of information sufficiency for a WDO be elaborated to require that
information provision is sufficiently-early, -accurate and/or binding to enable
network users to comply with the obligation;

ENTSOG also proposed that a cost-minimisation criterion be included in the BAL NC: that a
WDOs and its settlement for affected network users shall minimise the cost of ensuring
system integrity, meaning that the NRA shall assess whether the buying and selling of gas
from the accounts of network users to comply with the obligation has been minimised.
Stakeholders welcomed this proposal.

ACER thanked ENTSOG for its treatment of this topic, observing that “good progress” has
been made. On most issues, however, ACER would not react immediately to ENTSOG's
proposals and to give feedback as stakeholders were. ACER did, though, suggest that due
respect to the 24-hour gas day be given when assessing WDOs. They also accepted that two
or more NRAs may have to cooperate to assess the impact of a WDO on the network users
across member state borders.

8. Information provision

Having issued as pre-reading the DBRs for this topic, ENTSOG provided an overview of the
key elements of the input aspects of the information flows required for a functioning
balancing regime. In the absence of evidence to support stakeholders’ calls for near real-
time information provision, the DBRs propose only the minimum, i.e., two per day,
information provision requirements.

Issues of concerns raised by stakeholders included:
e The impact of OBAs on information requirements;
e Will a cost-benefit analysis be sufficient to ensure the increased and/or more-
accurate provision of information?
e The ownership of the NDM forecasting methodology: TSO vs. DSO;
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9. Transitional “roadmaps” of interim measures

ENTSOG presented basic business rules on the use of interim measures in the transition
period, including references to the business rules presented earlier on specific measures
such as end-of-day tolerances and the release of surplus flexibility.

ENTSOG pointed to the fact that the sole criterion for justifying the use of interim measures
was “liquidity,” a loosely defined term in the FGs and one lacking objective measures.
ENTSOG made an open call for input for parameters and targets to define liquidity.

ENTSOG reminded stakeholders of the earlier proposal for interim steps on nominations. It
also highlighted the importance of transitional balancing platforms or trading platforms,
which could possibly be shared across multiple balancing zones. Referring to this later point,
ACER reminded all of the section in the FGs on cross-border cooperation, suggesting that if
platforms were shared in the transition there should be consideration of balancing zone
coupling and merging in the move to the BTM.

On the issue of interim measures for the daily imbalance charge, ENTSOG suggested that
one or more alternatives to using price proxies and administered prices could/should be
developed.

10. Conclusions

No summary of key observations or conclusions from the day were made.

Stakeholders were thanked for their regular attendance and active participation across the
SJWSs. Those who have been observing the SJWSs via webcasting were also thanked for
their faithful engagement.

ACER congratulated ENTSOG on running an expert, participative and transparent SJWS
consultation process which truly advanced the policy debate.

11. Next steps

e 9 March: feedback to ENTSOG on ‘strawman’ business rules on transition/interim
measures

e Week of 12 March: Business rules for “Group 2” topic chapters to be uploaded on
ENTSOG website

e 18 April: BAL NC SJWS briefing for Eastern European stakeholders, Vienna (TBC)

e 13 April: Launch of (written) public consultation on initial draft of BAL NC

e 9 May: mid-consultation workshop, Brussels.



