The Balancing Network Code

Madrid XX, 27 September 2011
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State of play

Awaiting delivery of framework guideline — expected late October
Industry to build upon, and learn from CAM experience

Preparation for code development underway — front loading of
activity essential

High quality framework guideline essential for timely development

ENTSOG will listen, be responsive, identify and promote approaches
that enhance the prospects of a properly functioning market.
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~ fair partner to all :




What is “Balancing”?

Gas quantities change
within the system

Every difference between IN and OUT creates an
change in the amount of gas within the system

Gas flow

Gas IN: Import, Production,

LNG, Storage withdrawal
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Gas OUT: consumption (residential,
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industry, power plants), export,
storage injection

Gas within system must stay within
acceptable limits, reflecting physical
characteristics of the system
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Shipper and TSO roles

2 contributors to system integrity:
- Shippers who will be expected
to influence flows on the
system
- TSOs to ensure physical
integrity of system is
maintained

A combination of both defines a
balancing system:

- Shippers are incentivised to
“balance their portfolios

- TSO to have a residual and
system management role



“Balancing Target Model”

Network User TSO

Nominations

Balance their inputs and
offtakes within the
Balancing Period

Carry out the residual
balancing on the short
term market

position (co-operation of DSO’s)

Defined methodology
producing cost-reflective
Imbalance Price
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Wholesale

Short Term
Market

Access to Balancing
Services to ensure
system integrity but
incentivised to use

*, wholesale market

Balancing

...awaiting clarification from framework guideline of options for TSO system
management role and within day constraints/incentives for network users




Balancing processes
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Transition — the path to market based balancing

Today

Impacting system users:
Nomination / renomination regime
Imbalance determination
Tolerance application
Cash-out prices derivation

TSOs activities:
Procurement
Balancing action decision process
Financial treatment of balancing costs

Balancing framework must encourage

Information availability (DSO’s
critical role)

Balancing platforms
Wholesale market

Balancing
Target Model

Multiple steps may be necessary:
Roadmap approach
Assessment at each stage
Market player and TSO evolution

evolution as confidence develops and criteria satisfied

Aiming towards a balancing target model requires both system
users and TSOs to manage transitional steps
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Where does the Network Code development process sit?

[ ... o provision for extension of 12 months ]

Network code
ENTSOG

3 months
+ X months
+ X months

6 months




Phases in ENTSOG’s Network Code Development

12 months

PROJECT PLAN STAKEHOLDER JOINT CONCLUSIONS
CONSULTATION WORKING SESSIONS WORKSHOP

FORMAL CONSULATION “STAKEHOLDER

INTRODUCTORY )
WORKSHOP CONSULATION WORKSOPS SUPPORT” PROCESS

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

STAKEHOLDER
INVOLVEMENT
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Network Code development timeline
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Balancing just one area — ENTSOG is active in many fields




Conclusions

e Balancing is a critical and complex element of the IEM design
e Currentrules are diverse

e Simple commoditised system is the aim, but
« within-day issues from physical requirements
 socialisation vs. targeted costs to be carefully considered
* transition may be necessary for some systems

e ENTSOG

Is ready to start network code development
welcomes early sight of framework guideline
requires support from many players (including DSOs)
encourages all actors to get involved early
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Timely delivery of framework guideline and network code is essential to ensure
Implementation progress towards the single European market by 2014

Your input is needed and appreciated!
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