GASTERRA RESPONSE TO ERGEG PUBLIC CONSULTATION ON SECONDARY MARKETS

Dear Mrs. Geitona, 

Thank you for giving us the opportunity to react on the ERGEG Public Consultation Paper "Secondary Markets: the way to deal with contractual congestion on interconnection points". 

In the GRI process GasTerra has supported the day ahead capacity auctions as a potential major step in the development of secondary markets and as a contribution to diminish current cross border congestion. We believe an auction scheme contributes towards focusing liquidity in the day ahead capacity market and towards the formation of bundled products. We notice that the auction mechanism is specifically suitable for very short term (i.c. day ahead) secondary market trade, as it is a very concise method to resell capacity and might stimulate parties to offer capacity to the market that otherwise could never be traded in due time. For any longer term secondary market however the first come first serve method would look preferable, as it is a more flexible method for capacity resale. 

Gasterra is actively involved in the EASEE gas Task Force on Secondary Capacity Trading, where a Common Business Practice on trading of capacity rights is being developed for the European gas markets. These Common Business Practices will be applicable to capacity trades for short term and longer term. One of the important steps forward in this Common Business Practises is the agreement on lead times for transaction on secondary capacity trading transactions.

With regard to firm UIOLI provisions, practice has shown that it is very difficult or in fact rather impossible for TSO's to distinguish between unused and unneeded capacity (as defined in the consultation paper) and therefore one should be should be very careful in trying to reach general rules of thumb on this issue. Interruptible capacity offered by TSO's is a far more effective way to prevent shippers who are attempting to hoard capacity from being successful than firm UIOLI. The offering interuptible capacity by TSOs to the market serves as an incentive for shippers to offer unneeded capacity to the secondary market.

The day ahead capacity auction scheme, the Common Business Practice on trading of capacity rights and the offering of interruptible capacity by TSOs are major steps forward to improve the secondary market for transportation capacity products and in our opinion efforts should be focussed on further developing and improving these initiatives.
