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Agenda:

1. Validation of meeting minutes (29th of May/23rd of July)
2. External parallel run performance and MPs’ feedback

3. CWE Project Planning
4. Calculation of ID capacities
5. Modeling assumption: Integration of FB parameters and impact on MPs’ models

6. Transparency
7. Intuitiveness
8. AOB
1 Validation of meeting minutes (29th of May/23rd of July)
· The meeting minutes from 29th of May and 23rd of July have been approved without any comments.

The minutes will be published within the Flow Based section on CASC’s website by replacing every reference to specific companies in the minutes by “market participants”.
2 External parallel run performance and MPs’ feedback
· The welfare overview since the beginning of the external parallel run has been presented on a weekly and daily basis which shows a general trend of higher welfare under FB than under ATC besides a few exceptions for week 10, 13 and lately for  week 32 and 33 which will be explained during the meeting.

· The welfare breakdown indicates an increasing surplus for the market while congestion rents decreases.

· The price convergence overview illustrates a higher price convergence under FB as more trading opportunities are allowed. Weeks 32 and 33 were an exception due to the fact that the FB domain was smaller than the ATC one for these periods.

ATC exceeding FB

· During week 32 and 33, a loss of welfare has been observed which is contradictory to the explanation given in the Feasibility Study. These situations occurred when part of the ATC domain was not covered by the FB domain but has been reached by the market. It needs however to be kept in mind that a loss of welfare does not necessarily occur when ATC is exceeding the FB domain. It is still possible that ATCs violate Critical Branches (CB) in FB but welfare is still increasing. 

· The rapid conclusion that, in reference to the security of supply, TSOs take too much risks in ATC today or that FB is over conservative is not necessarily true as can be shown by conceptual explanation and concrete illustrations.

· Market Participants asked if the constraining CB was always the same. This cannot be stated for the time being but CBs constraining the FB domain will be closely monitored by the project.

· From a conceptual point of view, one can explain that TSOs’ risk policies are global ones. TSOs consider some events and associate a certain probability and an eventual consequence to this event which lead to a consideration of Remedial Actions (RA). The risk policies applied by TSOs are not strictly equivalent as TSOs have not the same grid neither access to the same RAs. As phase shifters are not available for all TSOs, it is obvious that risk policies are different. Local TSOs’ risk policies are the same in ATC and FB but as they follow a global approach they might deviate on single days. 

· The violations of CBs under FB, despite the application of the same risk policy as under ATC, is due to the usage of two independent models which are based on different assumptions. During the capacity calculation process between D-2 and D-1 the domain is optimized via the consideration of RAs between the TSOs. In ATC, the effect is a one dimensional enlargement of the capacity domain which is done implicitly by the TSO after its own study. In FB, the consideration is explicit, meaning that the RA is a direct input of the calculation. The starting point for TSOs is the forecasted state of the grid including generation patterns, load, and typology. The application of RAs in form of phase shifters will result in a change in the patterns from the starting point leading to a significant increase of the capacity domain.
· These conceptual explanation can be illustrated by concrete parallel run results:

· “Normal” parallel run day (with promising welfare gain from ATC to FB), 11Th of July, 2-3pm

· In this case, the ATC domain was saturated on three borders. The constraining CB was the import limit in NL. A significant price effect could be observed when comparing NL prices of 65€ (ATC) to 50€ (FB).
· When applying the ATC solution to the FB domain, it appears that one CB was overloaded which does not imply that the ATC solution was not safe.  The situation was imperfect because the coordination process between TSOs is not yet fully deployed. In this specific case, two German TSOs needed to commonly agree on the RA but as only one of them actually applied the RA, the most constraining CB was retained by the model. If the two TSOs had perfectly coordinated, the ATC domain would have been respected. Currently, TSOs are considering different RAs in the elaboration of their procedures. 
· Market Participants asked how often an internal line has been constraining the domain as TSOs might prioritize internal congestion management at the expense of XB trades.  The request was made to disclose to the Market the exchanges with NRAs about the labeling as CB for an internal line. Project Partners tried to explain that under FB the influencing elements are the trades notwithstanding the geographical status of the lines (internal or cross-border). In any case, the monitoring is performed by the project and reported to NRAs. 
· Further explanation on the coordination of RAs will be provided during the next CWE Market Forum on 10th October. 
· Parallel run day from week 33 displaying a significant degradation of day-ahead market welfare, 15th of August, 6-7pm
· On this single day, 500K€ of welfare has been lost because the limiting CB in FB, which was an internal line in BE, close to NL borders, was congested in N situations (in the basecase without considering any outages). 
· When applying the ATC solution to the FB domain, 2 overloaded CBs have been discovered, the one of BE and an interconnector between FR and BE in N-1 (in case an outage is happening). For the internal BE line a lack of coordination on preventive/pre-fault RAs which need to be applied in the basecase has been observed. In this case, the starting point needed to be changed which would have required coordination with the concerned TSOs. The CB on the FR-BE interconnector was overconstraining and should have been removed from the monitored CB set. It has been removed from the CB set since then and will thus not constrain the domain anymore.
· MPs underlined their need for representative FB data and are therefore wondering how to detect data input changes which may impact prices. Project Partners explained that beside this threshold, other more complex items need to be taken into account. The external parallel run will serve as a learning phase to detect such single cases which are very scarce. NRAs will also monitor these occurrences. 
· MPs expressed however their concern that other “mistakes” might not be discovered in time but have an impact on MPs’ hedging or investment decisions. MPs would like to be informed about such a “mistake” in order not to consider the day as representative data. 
· The cases where the FB domain was overconstraining (i.e. too conservative) were outliers in the external parallel run and are expected to decrease in the further course of the external parallel run. MPs stated that, for transparency reasons, the project should inform the market when such an error has been corrected so as for MPs to know that this specific day is not representative and should therefore not be part of their analysis sample.
· MPs asked if import/export constraints for every country could not be provided to the market. The project informed that individual TSOs’ justifications have been given in the approval package whose non-confidential parts have been published on CASC’s website: http://www.casc.eu/en/Resource-center/CWE-Flow-Based-MC/Approval-Documents.

· MPs also asked for the indication of non-intuitive hours in the parallel run publication. 

The project will investigate if a column highlighting these hours can be added in the parallel run publication.
3 CWE Project Planning
· After the market consultation and the approval package for Regulators, the project is now working on the industrialization of the FB process. Due to a delay in the IT delivery of the industrialized Flow Based version of the TSO Common System however, the daily parallel run publication can only start at 1st of February after the availability of the industrialized Common System and successful training of all operators. 

· The project will be technically and operationally ready by the end of March 2014, some months after a successful launch of the NWE DA Project. 

· Subject to dependencies, such as NRA approval, Market Participants’ acceptance and readiness, readiness of IT systems and operational aspects, satisfactory completion of the external parallel run and coordination with NWE extensions (SWE, etc.), CWE project partners envisage a go live for end of June 2014.

· MP expressed his concern about the NRA approval package being already the final version. Project Partners explained that in addition to the NRA approval, the project has many additional go live criteria which need to be met before a go live. 

· MPs requirement concerning the minimum duration of a full daily stabilized parallel run vary from 1 year without any missing days for some MPs to a shorter period for other MPs who clarified that the market rather needs to know when the industrialized stage has been reached and be provided with circumstantial justifications for missing days.
· MP however stressed the need to understand the FB impact on all types of situations with high and low renewables. According to the presented planning, MPs would only have a daily parallel run with the industrialized system in spring and summer and would have to rely on winter simulations which have been performed with non-stable process and tooling.
· MPs requested that the CWE Project informs the Market when the project reached an industrial stage in the process. 
4 Calculation of ID capacities
· This presentation did not address a true capacity recalculation for the ID stage but complies for the time being with a compatibility issue between FB in DA and ATC in ID. For the future, a true ID FB capacity calculation process is foreseen as described in the Feasibility study.
· The principles for ID capacities remain the same as today, meaning that the capacity left after DA MC is given to the ID market and in case all capacity is used in DA, obviously no capacity is left for ID allocation.

· In order to derive ATC values for the ID market form the FB domain in DA, an algorithm has been implemented which extracts ATCs from the FB domain. Different shapes of the ATC domain are possible, so the chosen algorithm mechanism is an arbitrary solution. 

· ID ATCs have been computed since the beginning of the external parallel run. The project proposes an additional download section on CASC’s website where these ID ATCs can be published. 

· A graph has been presented indicating minimum ID ATCs which are all 0, mean values and max values that occurred for initial ATCs, and mean + standard deviation.

· MP asked if the welfare effect in ID has been considered as the welfare gain in DA could be reduced when taking into account the ID allocation. MPs base their acceptance on the welfare gain but it should be considered globally thus the impact on ID market should be assessed in order to have the full picture.
5 Modeling assumption: Integration of FB parameters and impact on MPs’ models
MP presentation
· MP explained the models MPs are using for their forecasting activities and what are the challenges in running these models related to the FB implementation.

· MPs aim is to have a view on the potential curve of the 24h curve of the spot exchanges. For their daily work, MPs can purchase data packages with forecasts and economic fundamentals which also include indications about which plants might be price setting in the long run. 

· A fundamental model with a pan-European approach is a quite sophisticated and expensive model which takes a lot of time to be run and can give a long term indication. The inputs for this kind of model are: hourly demand forecast, thermal availability, normals for renewables, fuel prices, EUAs, start up costs assumptions, bid up strategies + renewable sensitivities as well as ATCs. The outputs are the hourly shape which results in BL, PL and OP + XB flows. In discussion with project partners it has been clarified that commercial rather than physical flows are considered. Project Partners reminded that the output of the MC allocation is a set of Net Positions which are only decomposed in flows for clearing purposes by an arbitrary rule. Therefore, project partners would rather encourage MPs to use the NPs instead of XB flows. 
· For the simple stack model the demand is computed by using historical patterns adjusted by temperature forecasts, thermal and nuclear availability (depending on available information for examples outages), renewable best forecasts, run of river and pump storages forecast, XB flows assumption (based on total flows for the last years with similar days in respect to wind, solar, etc. generation). Big market players may use more sophisticated models and have their own internal analysis teams. 

· The from the models resulting forecast predictions will only be an approximation of the real-time scenario but in 95% of the cases, a range of solutions can be found based on which MPs can confidently predict the market outcome.

· While today, the ATC MC gives MPs the confident that their forecast is reasonable, FB MC will complex the models as more physical elements are taken into account. The forecast difficulties will increase the longer the forecast run which raises the following major difficulties:

· How should the expected flows be derived given the other inputs?

· How do MPs play with sensitivities if they do not see the correlations?

· How do MPs forecast realistic scenarios for medium and long term horizon?

· How a fundamental model could cope with all the possible solutions derivable by the flexibility in flows?

· How could the inputs for the FB calculation be translated in MPs’ simple models?

· MP explained that MPs also need to perform accurate price forecasts for making hedging and investment decisions. Therefore, MPs for example need to know if the higher price volatility in BE and NL during the parallel run might be a rather stable pattern for the future as the plant might need to be operated differently. In this respect, MPs need to know the inputs for the ptdf matrix. The foreseen price shape is needed for technical investments of power plants.

· MP asked for a forecast of the ptdf matrix for next week/year.

Project Partners’ answers and common discussion
· For the short term the requested input data exist and discussions on its publication are currently ongoing with NRAs in order to find a compromise. 

· For the long term, as the FB model is based on a closer reality to the physical elements of the grid, these inputs can by nature not be forecasted as they are constantly changing. Therefore, it should be investigated if for example the volumes, min/max export limits, as published during the parallel run, could not be helpful inputs rather than unreliable LT ptdfs. MPs seem to agree that some kind of basic scenarios, addressing typical windy and summer days, could be helpful in order for MPs to establish a reference domain. The problem is however how to forecast the interdependencies between the borders.

· As TSOs also need somehow to manage their medium and long-term forecast of the grid, MPs asked TSOs to share with them their assumptions.
· It seems that at least for some MPs, the translation of FB inputs in their models would be more helpful than the publication of the whole CGM as this information would be difficult to exploit. 

· For other players, the key inputs of the FB calculation as CBs, the method for GSK, the usage of phase shifters, functioning of the intuitive patch are needed in order for MP to compute their own ptdf matrix. Project Partners raises awareness as MPs at least lack the operators’ experience and coordination on RAs which cannot be simulated. Therefore the computed PTDFs by MPs are likely to be misleading.

6 Transparency
· Based on the proposition on data publication made within the NRA approval package, CWE project partners would like to have MPs’ feedback on the following proposal for CB publication: CWE project partners propose to publish ex-post for each day with an hourly resolution, the detailed list of pre-solved critical branches also highlighting the limiting CBs, with locational information aggregated per country or border. Also with respect to the European directive on critical infrastructure which is currently being analyzed on a national basis the disclosure of such information cannot be taken lightly.

· MPs commented that this proposition does not need their needs. Rather than having the country borders, MPs would be interested that the labeling of the line, even anonymous, is being constantly kept the same for statistical purposes. However, at least bigger players might be able to retrieve the information eventually, which means that if the naming of the CB remains constant, it will probably not be anonymous for a long time.

· MP enquired if Shadow Auctions ATCs could also be published as in case of a Fallback, time is very short for MPs to adapt their bids. The project informed that this is still under discussion within the project. It has however been clarified that, as ATCs for Shadow Auctions are derived from the FB domain, they can only be published at 10.30 D-1 the earliest, when a decoupling is announced the latest.

· Another question concerns the impact of events outside of the CWE region on the FB calculation. It has been explained that these events are taken into account as today in the assumptions for the calculation and do not have any additional effect.
7 Intuitiveness
FB allocation
· As requested during the public consultation, the allocation which is currently done by the COSMOS Algorithm and after the NWE Go Live by the Euphemia Algorithm has been presented.

· The objective of the allocation algorithm is the maximization of welfare while respecting the network constraints. The change of the constraints nature from ATC to FB does not change the functioning of the algorithm.

· Under FB, an exchange on one border has an impact on the other border depending on the flow factor while under ATC exchanges did not have an impact on the other border as they were simultaneous feasible. 

· The allocation reaches its optimal solution where the price difference between two markets equals the difference of flow factors multiplied by the exchanged energy. 

· A non-intuitive solution can be made intuitive via two possibilities: 1) by fixing the NPs to 0 so that there are no exchanges 2) by creating partial convergence. A three market example can illustrate the equilibrium function and the non-intuitive flow from B to C. The difference in flow factors between B and C which is 0.25 indicates the amount by which, in case of an exchange from B to C, the line is relieved. In case the solution is non-intuitive, the intuitive patch will be triggered for the specific CB.

· The following cases from the external parallel run can support these explanation: 

· 16th of July, hour 7, unconstrained situation, with two ATC corners outside of the FB domain which are BE max import and export.

· 13th of August, hour 9, where algorithm leads to the fact that DE becomes isolated because it was non-intuitive.

· 14th of July, hour 21, intuitive patch equalizes prices between BE and FR. Relieving effect of FR-DE exchange has been discarded.

· In case FBI will be chosen and implemented in the DA stage, price differences remain and capacities are relieved in ID. The risk has been underlined by MPs that exchanges not allowed in DA will be possible in ID which might create a run on the ID market. Following this logic, the choice of FB vs FBI should be made for both timeframes in order to avoid discrepancies. It needs however be noted that in case FBI is chosen, capacities might be lost and not fully used in the end after ID allocation.

The project will consider this remark for the further discussion on FB vs FBI.
· The project clarifies that ID ATCs, computed in the parallel run, are derived from the plain FB domain. MPs will be informed when the publication of those ID ATCs will be available.
8 AOB
· The CWE Market Forum will take place on 10th of October in Brussels.

· A FBUG Call will be organized in November and a physical meeting is foreseen for the beginning of 2014.
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