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GAS BALANCING INTERACTIONS

Issues and challenges
Gas balancing has a crucial role to play in underpinning the development of a competitive market in gas.  Against this background, ERGEG has developed draft guidelines for good practice for gas balancing (GGPGB). The GGPGB set out guidance to regulators and TSOs in the design of gas balancing mechanisms.  The consultation period on the draft version of the GGPGB has recently closed and a final version will be produced over the next 2 months.

It is clear that interactions between balancing regimes can impact on the flow of cross-border trade and the development of competition can impact on available capacity.  These interactions are likely to increase in importance as the single market develops over time.   The development of an internal market in gas – and regional markets as an interim step – requires consideration of trading areas that are not necessarily constrained to one TSO’s network.  This is recognised in the Gas Regulation which will come into effect from 1 July 2006 and requires that…“Member States shall ensure that TSOs endeavour to harmonise balancing regimes and streamline structures and levels of balancing charges in order to facilitate gas trade”.

The draft GGPGB indicates that NRAs and TSOs shall endeavour (consistent with the Gas Regulation) to harmonise balancing regimes and streamline structures and levels of balancing charges in order to facilitate trade between Member States and in particular with regards to: 

a. tolerances; 

b. imbalance charges; and

c. balancing periods. 

It is also important to understand how the provision of flexibility differs between (neighbouring) TSOs as a precursor to considering whether harmonisation is appropriate.  In addition, information exchange between TSO-TSO and shippers-TSO is crucial when considering harmonisation.

Where it is justified that balancing regimes remain different between interconnected networks, “standardised agreements” and procedures between the TSOs should be put in place in order to facilitate gas trade.

These agreements should include in particular:

· the way in which the balancing regimes interact; 

· identify key differences and the reasons why they exist; 

· the impact of any differences on trade and the incentives provided to network users and TSOs; 

· how differences in arrangements for dealing with safety and security will impact on trade, incentives and costs;

· areas for harmonisation and a timetable for making changes;

· identify how information issues will be managed.
To ensure transparency these agreements shall be published following open consultation with all market participants and approved by the NRA.  

The gas balancing conclusions paper indicated that if differences between balancing regimes are impacting on the development of competitive markets then it could be investigated further as part of the work on regional initiatives.

It is suggested that these agreements are developed by TSOs initially through the GRI.  TSOs should also consider what arrangements for gas balancing will be consistent in the medium term with the development of a regional (and longer term single market – for example, would balancing zones that cover more than one network be appropriate and if so how would this work.
The table below highlights the key areas of work and identifies responsibility for taking this forward.

It is expected that the work produced by the TSOs will be presented to a relevant stakeholder group (SG) meeting.

Outline workplan
	Issue
	Description
	Responsibility
	Timing

	Developing standardized agreements for neighboring gas balancing mechanisms
	A report that identifies:
the way in which the balancing regimes interact – including identifying differences in flexibility provision; identify key differences and the reasons why they exist including for imbalance charges and tolerances; the impact of any differences on trade and the incentives provided to network users and TSOs; and

areas for harmonisation and a timetable for making changes.


	TSOs reporting to the RCC
	October to December 2006

Interim report on progress to November Madrid Forum.  This should identify what progress has been made so far, outline where there are any delays and the reasons and also set out a forward plan of work to deliver to the specified timetable
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