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Letter to stakeholders

DearStakeholdersNRAs ACERand Commission,

You'rehandlingthe first issue of the CACMY earlyReport,drafted by AllNEMOsIn
cooperationwith All TSOs For us, this is not just a complianceaction towards the
provisionsincludedin CACMand Algorithm methodology,rather it is a tangible
proof of our belief that transparency and stakeholders'involvementis key to
supportan effective EUmarketintegration

The 2018 reportis just the first issue and aims to address2018 for the past and
2019 for the future scenarios, due to evolving regulatory framework and IT
processesto producedata. Thisreportwill set the basis for the nextannualreport
which will address2017-2019 for the past and 2020-2022 for the future scenarios
For the next years to come we target anticipating publication to June and to
improvethe quantity and quality of information providedand of its presentation

From a practical perspective, this report is based on two main chapters,
respectivelydedicatedto SDACand SIDCmirroring each otherin orderto support
a synoptical reading of them. The goal is more to highlight the structural
differences between the two projects, related to their inherent differences in
marketdesign,ratherthan suggestan often misleadingcomparisonof values

Al'ransparency and
stakehol der s;
Involvement is key to
support an effective EU

mar ket
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Letter to stakeholders

Besides,it must be understoodthat the geographicaland chronologicalscope for
both marketsis different due to the ongoingintegration process of the European
Electricitymarket,so therewill be some asymmetries

ql

Geographicalscope: The day-aheadmarketis closeto full integration,with a
full couplingexpectedin 2020 betweenthe MRCand 4MMC areaswhich have
had operational singularities during 2018 and 2019. As for the SIDC,the
incipient creation of the intraday continuous market, means that this report
appliesto the 14 countries that went live in the 15t wave although 7 more
countrieshavejoinedthe operationson 19" November2019.

Chronological scope: We start this comparative in 2018, however SIDC
starting pointis June 2018, that is whenit started operations
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Letter to stakeholders

In their turn, each of the two chaptersinclude four paragraphs,which deliversin
one consistent approach all the reporting obligations stemming from the
Algorithm methodology(AM) in force, adopted by ACERDecision08/2018, dated
26 July 2018 However, the performance monitoring indicators have been
preparedtaking into considerationthe proposal submitted on 31st July 2019 by
NEMOs,still under evaluationby ACERwhose decision is expectedin January
2020. Therefore,the sections on performancemonitoring haveto be considered
an earlyimplementationexercise

The CACMAnNnual Report 2018 makes a thorough compilation that goes from
actual operations (requests for changes implemented, potential incidents,
potential applicationof corrective measure),to monitoring of actual performance
(includinganalysisof inputs and outputs of the coupling process),to analysis of
expected scalability (capability to retain adequate performancein the expected
nearfuture),to concludewith R&D(processesin placeto preservein the longterm
adequateperformancein a contextof growing complexity)

A'he CACM Annual
Report 2018 makes a
t horough ¢ omg
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Letter to stakeholders

Wesincerelyhopethat this first exercisemeets your expectationsand we commit
togetherwith All TSOsto keepon working with all the StakeholdersNRAs,ACER
and the Commissionin achievinga fully integrated,well-functioning, efficient and
transparentEuropeanElectricity Market In future editions,this report will evolve
and grow in content once all the data extraction functionalities and other
processesare implemented In orderto make this evolutionhappen,NEMOsand
TSOs will continue their co-operation with the relevant institutions and
stakeholders

|

CosimoCampidoglio

Chairman of the All NEMO Committee
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Legal framework

The legal framework for the Annual Report is in Annex | of the ACERDecision
08/2018 on Algorithm Methodology of 26th July 2018 in accordance to
Article 37 of Commission Regulation (EUR015/1222 of 24 July 2015
establishing a guideline on capacity allocation and congestion management.
Throughout its articles it describes the obligation to report regularly on
different aspects that altogether conform the first CACM Annual report which
is elaborated with the cooperation of the TSOs and can be compiled and
classified in the following chapters for both, SDACand SIDC

OPERATIONSREPORT

dl Incidents (Art. 4.18 and 5.18): Lists of incidents in the operation of the
algorithm and the application of back-up and fallback procedures, the
reasoning of their occurrence and applied or anticipated remedies to
preventthem in the future.

dl  Reguest for change (Art. 12.7): provides all the relevant information on
the process followed.

d] Corrective measures (Art. 8.11): informs of the corrective methods
applied and the reason for it and gives additional info on future planned
measures to address the problem.

PERFORMANCEVMONITORINGREPORT(ART. 6.6):

reports on algorithm performance indicators, relevant usage indicators,
relevant output indicators, thresholds; value of parameters ; cases of

performance deterioration and description of the reasons.

SCALABILITYREPORT(ART. 7.7):

assesses the estimated level of scalability for the following years and of the
Estimated Usage, Anticipated Usage and Usage Range. Perspective projects
scoped for the activity with the related estimated workload.

R&DREPORT(ART. 4.19 AND 5.19):

Describes the status of the R&D activity and the planning of the future R&D
activity, including an estimation of the identified workload and the associated

budget.

Furthermore, Art. 13 of the Algorithm Methodology establish the obligation to

publish the reports mentioned in previous slide.

Finally, this report sets the basis for compliance with Art.

37.6 of CACM Z~ Mn

later than two years after the approval of the proposal in accordance with
paragraph 5, all TSOs and all NEMOs shall review the operation of the price
coupling algorithm and continuous trading matching algorithm and submit

the reportto the @f d mb x |
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Executive summary

OPERATIONS

During 2018, SDACoperations confirmed its reliability. The number of operational
incidents proved limited, with no decoupling and still keeping a majority of cases
not visible to market participants, i.e. without impact on them. At the same time,
no corrective measures has been triggered, following the moderate level of usage
of products and requirements and the overall adequate level of performance (see
following bullet). Finally many requests for change have gone live, the most
relevant being changes to the geographical scope (with inclusion of the Single
Electricity Market on the island of Ireland (SEM) since 1/10/2018), in the network
topology (with the DE-AT split always on 1/10/2018) and the go-live of the 10.2
release of Euphemia entailing multi-threading improvements, more frequent
checks against time limit to avoid late termination, enhanced strategy to sequence
activation of the different threads and other technical improvements.

PERFORMANCBVIONITORING

During 2018 the usage of products remained generally stable, despite seasonal
fluctuations, while a significant increase has been recorded in the number of
PTDFs used in the CWE areas following the DE-AT border split. These changes

induced a major impact on the Time To First Solution (TTFS),which Q]after the go >>>

SDAC Single Day -Ahead Coupling

Auring 2018, SDAC
operations confirmed

t S

rel 1 abi |

ALL

NEMUO) —

COMMITTEE



— EXecutive summary Single Day -Ahead Coupling  =———

live of the mentioned requests for change on 01/10/2018 {]increased by nearly
30%. Notwithstanding, the performance of the SDACalgorithm confirmed highly
reliable, ensuring yearly average TTFS of 3.4 mins, well below the maximum 12
mins allowed and never higher than 9 mins. The performance of the algorithm A he performance of the

proved adequate also in terms of optimality and repeatability. :
SDAC algorithm

SCALABILITY i ) .
confirmed highly reliable,

For the years 2019-2021, the demand for scalability is expected to increase

significantly, due to many Requests for Change expected to go-live during these ensuring yearly average
years already included in the Roadmap (the several MNA projects, w), plus an -

exogenous trend of growth in the usage of products. Such estimate does not take TTFS of 3.4 mins, well

into account the potential impact of some relevant RfCs (Nordic Flow Based, Core below the maximum

Flow based, 15/30 mins products), for which proper data sets and specifications :

are still missing. The results confirm good reliability, despite deterioration of TTFS, 12 mli N s al |l ov

but raises challenges on the future scalability as the trade off between new
demand for scalability (flow-based, 15 min MTU) and the prospects for improving
the algorithm capability (five more minutes for calculation time, new releases)
cannot still be assessed.
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— EXecutive summary Single Day -Ahead Coupling  =———

R&D

In order to preserve an adequate level of performance in the future, a vast
R&D Programme has been approved by NEMOs and TSOsin the SDACJSC
starting in 2019, including the assessment of potential benefits expected
from hardware improvement (different IT architecture), software
improvement (different treatment of the heuristics embedded in Euphemia)
and market design (changes in the treatment of Complex Orders and Flow
based). NEMOsshall report on the related activities in the 2019 CACMreport
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Executive summary ’S“ Single Intraday Coupling

OPERATIONS

The operation of SIDCstarted in June 2018 in the countries of the socalledZ e h g r s

v u.dRroughout the first months of operation a considerable amount of RfCs Nhroughout the first

was implemented or planned in order to guarantee the smooth functioning of the :

market as well as to prepare the systems for the second wave. The number and months of Opera“()n a
severlt.y of incidents rgglstered in 2018 was Kept at a regsonable level, with a fast considerable amount of
reduction after the first month of operation and did not hamper the well _

functioning of the SIDC especially considering the fact that this is a new and RfCswas |mplemented
complex market covering many parties. -

P Jmanyp or planned in order to
PERFORMANCEMONITORING guarantee the smooth
In 2018, important efforts were put in launching the safe operatior] of SIDCyvith a functioning of the
good level of performance. Furthermore, at that moment, the Algorithm Monitoring
Methodology (proposed Annex 4 to the AM) was not available which means that mar ket

performance monitoring indicators were not yet defined nor the capability to
extract all the relevant data was implemented. For these reasons, some indicators
cannot be assessed for 2018. This is a limitation to the first annual report that will
be fixed innextx d ~ rgpRnt.
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Executive summary

The scalability needs for the period 2019-2021 are very much linked to the second
wave of SIDC,i.e. the expansion of operations to 7 additional countries.

There was no R&D programme for SIDC as such in 2018 for the same reasons
listed in the performance monitoring part and also due to the fact that the
necessary technical developments are delivered by the provider of the central
systems itself without direct participation from NEMOsand TSOs
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Single Day -Ahead Coupling — ———

Bac kg round Assumption

NEMOrequirements Geographical scope

d] Block products (simple, linked, exclusive) d] SDAC MRC (PT,ES,FR,IT, DE,BE,NL, LU, UK, IE, AT, SI,HR, BG,
d] Pun &merit orders GR,PL,LT,LV,EE,FI, SE,DK,NO)and 4MMC (HU,CZ,SK,RO)

d] Complex Orders "MRC member not coupled

d] Aggregated MTUs orders (curves)

TSOrequirements

d] ATCand Flow based (PTDFconstraints)

d] Intuitive flow-based

d] Network constraints : Ramping, losses, minimum stable flows...

CACMrequirements

d] Adequate optimality

d] Adequate scalability

d] Adequate repeatability Ml Coupled under MRC

G] MNA [ MRC members (not-coupled)
d MTU: 60 min

B 4 MMC members
Systems release(s)

d] Euphemia10.1 (until 05/06/2018)
d] Euphemial0.2 (from 06/06/2018)
d PMB9.0.1 (until 02/04/2019)
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Operations report

In this section, operational events occurred to SDACin 2018 are
reported, including: the incidents occurred, requests for changes
decided upon and corrective measures applied. Such events are
separately reported for both MRC and 4MMC regions, at the level of
the two whole coupled areas and not at NEMO,TSOor country level.

INCIDENTS

Incidents are classified according to two criteria (severity and
causes), with a classification in SDAC which is similar but not
identical to those applied in SIDCdue to the specificities of the two
technical solutions.

d] The summary of incidents shows that the SDAC operation in
2018 was smooth and reliable for market participants.

d] As regards severity, the most critical incidents in SDAC are
those that lead to a decoupling. In 2018 there was no
decoupling incident and 60% of the incidents were not visible to
market participants in MRC while in 4MMC the share of
incidents not visible to the market participants was 75% The
most frequent cause for incidents in MRC was ~ N s g(tB%)]
meaning incidents which ¢ n nfd¥ sinder the joint responsibility
of NEMOs and TSOs, but are mainly related with technical

15

Issues belonging to local NEMO or TSO systems. In 4AMMC,
interface issues was the incident cause with higher occurrence.

REQUESTSFORCHANGE(RfC)

RfCs are classified per type of requirement, with the same
classification being applied in SDAC and SIDC despite the
specificities of the two technical solutions.

d] The most important RfCs implemented in 2018 were the
inclusion of the Irish market since 01/10/2018, the DEAT split
also on 01/10/2018 and the go-live of the 10.2 release of
Euphemiaon 06/06/2018.

d] The implementation of RfCs follows an exhaustive testing and
approval process based on agreed criteria.

CORRECTIVEMEASURE(CM)

No CM has been applied in SDAC during 2018, as no relevant
performance deteriorations has beenrecorded during the year.
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— Operations Report: Incidents a] severity Single Day -Ahead Coupling  ———

Monthly Annual

MRC

! Severity 1
9 Incidents that lead to
' decoupling

Severity 2
Incidents where message of
risk of decoupling was sent

Severity 3

Incidents that were visible
to market participants but
risk of partial decoupling
message was not sent

10

AMMC 25 -

Severity 4

Incidents that were not
visible to market participant
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— Operations Report: Incidents q] causes Single Day -Ahead Coupling  ———

Monthly Annual

MRC Other

Human error
Unusual process
Interface issue
System bug

Configuration

15

AMMC
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— Operations Report: Request for change ( RfCs)? Single Day -Ahead Coupling =

Monthly Annual
MRC 35 - Other
8 e e e
< System Release
B Network topology

Graphical extension

Products extension

MNA implementation

Flow based

AMMG 85 --emsrmmrmmremee e

1‘2‘3‘4‘5‘6‘7‘8‘9‘10‘11‘12

2018
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— Operations Report: Request for change ( RfCs)? Single Day -Ahead Coupling =

L e s coueow fen  mewowe e owwee

Geoaraphical extension Irish market Q4 2018 CACM NEMOs/TSOs Go-live on 01/10/2018
grap SI-HR coupling Q22018 CACM NEMOs/TSOs Gorlive on 19/06/2018
DE-AT split Q4 2018 Other TSOs Golive on 01/10/2018

Network topology ChangeItalian zones Q4 2018 Other TSO Golive on 31/12/2018
Cost coefficient Slov Q32018 Other TSO Golive on 18/09/2018

; General .
System release Euphemia 10.2 Q22018 CACM NEMOs . Go-live on 06/06/2018
Improvements

Products extension Complex order inlrish market Q4 2018 CACM NEMO Golive on 01/10/2018
Other BSP Second auction Q2 2018 Other NEMO Golive on 19/06/2018
ICtime change Q1 2018 NEMOs/TSOs Golive on 28/02/2018

AMIC [ Roaurement | Spedfe  GOLveDme Remsen lsorOwier  Demls  Oucomeldws

Implementation of the 05/06/2018  Other NEMOs Golive on 05/06/2018

System release Euphemia release 10.2

Other Update of procedures 05/06/2018 Other NEMOs Gorlive on 19/06/2018

Other Update of procedure 20/06/2018 Other NEMOs Golive on 20/06/2018
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