Thursday, 26 July

An Outline Paper on Interconnections and Primary Market
I) Scope

The scope of this work is the primary capacities at interconnections between the networks of neighbouring TSOs crossing national borders. In a second phase, the scope of the work could expand to all interconnections between TSOs.

This work will be complemented by issues related to secondary markets which is a further proposed workstream for the North/North-West regional initiative.

II) Issue

There has been a long tradition of cooperation between TSOs and other operators to allow gas to flow freely throughout Europe. Due to the implementation of the gas directive this cooperation is no longer adequate and needs to be oriented towards shippers amongst other things.

Ideally European TSOs should function as “one TSO” – enabling shippers to easily book capacity throughout the “European Grid” and also to signal their capacity needs in a transparent way that means TSOs can react to market demand.  The arrangements between TSOs and national regulations should not impede or prohibit the free flow of gas whoever the shipper is - taking into account actual technical constraints. 

The goal is therefore to obtain the largest cooperation possible between adjacent TSOs and other operators on the capacity offered to the market today – both in the short term and long term (including through new investments where appropriate) -  not only on technical issues but also on services offered to shippers.

III) Targets

Therefore, the RCC can set five targets:

Target 1: Capacity products and services offered at interconnections should be the same or at least compatible so that trade and competition is not distorted

Target 2: Allocation rules of capacity and booking rules/procedures at cross-border points should be coordinated by adjacent TSOs so that trade and competition is not distorted

Target 3: Congestion management procedures need to be coordinated so that trade and competition is not distorted

Target 4: TSOs investment decisions should be coordinated

Target 5: Nomination, re-nomination and matching procedures should be harmonized or at least made compatible at each cross-border points (issue also undertaken by DG TREN –see below).

IV) Description of targets: issues and questions

1) Capacity products and services offered at interconnections should be the same or at least compatible so that trade and competition is not distorted 

Issue:
TSOs and other operators may sell different types of capacities, in term of duration (sales of capacity on a multi-yearly, yearly, monthly, daily basis) and firmness (firm or interruptible capacities).

These products need to standardised or at least made compatible particularly when gas crosses one or more European networks. In fact, different types of capacities at interconnection points may have a significant impact on:

· Cross-border trade;

· Non-discriminatory access;

· Liquidity;

· Security of supply.

Therefore, capacities (e.g., technical capacity, booked capacity, available capacity, firm capacity, interruptible capacity, capacities with different durations) should at least be made compatible between interconnected operators.

Questions:

· Which type of capacity product is each TSO is offering to the market at each interconnection point?  How are they defined? Are there differences between adjacent TSOs?

· What are the reasons for these discrepancies if any?

· How can compatibility at least be ensured so that trade and competition are not distorted?

2) Allocation rules of capacity and booking rules/procedures at cross-border points should be coordinated by adjacent TSOs so that trade and competition is not distorted 

Issue:
In order for gas to flow freely, interconnected TSOs should at least sell services and products in a compatible way and where possible align – including the way in which capacity is booked and allocated.   For example, if TSOs confirm their capacity bookings at different times this introduces significant risk and uncertainty into the market. 

Questions:

· What are the allocation rules and booking procedures for upstream and downstream TSOs? Are there discrepancies? If so, do they have an impact on trade and competition?

· How and when can they be made compatible?

· How to ensure that capacity offered to shippers wanting to transport gas across more than one border is done so in an efficient way? 

3) Congestion management procedures need to be coordinated

Issue:
Short term UIOLI (day-ahead use of non nominated capacity and long – term UIOLI) should be coordinated to ensure the free flow of gas.  As described above there is a need to sell compatible capacity products in a compatible way- this is equally true for capacity released via UIOLI mechanisms.

Questions:

· What are the procedures used by the TSOs?

· Are there discrepancies?  Do these matter for trade and competition?

· How to ensure compatibility between these procedures?

4) TSOs investment decisions should be coordinated

Issue:
It is obvious that investments decisions in a European Grid are efficient and timely it is important that operators co-ordinate their investment decisions where they impact on cross border flows of gas.

Questions:

· What are the procedures used by the TSOs relevant to cross border flows of gas?

· Are there cooperation procedures between TSOs?  What form do these take – for example are they formal or informal?

· How to ensure  better coordination between these procedures and investments?

· Do TSOs publish their investment plans – if so what form do these take – for example do TSOs publish statements of their investment plans into the future?

· Are there regulatory issues which are an impediment to this cooperation (e.g. regulatory gap)?

5) Nomination, re-nomination and matching procedures should be harmonized at each cross-border points

Issue:
Differences between nomination, re-nomination and matching procedures are an impediment to gas flows. It should be made sure that Easee-gas procedures are implemented.

Questions:

· Are there differences between nomination, re-nomination and matching procedures ?

· If so, what should be done to harmonize them?

· Are Easee-gas procedures implemented?

A work on this issue has been undertaken by the DG TREN. It will be determined how the results of this work can be used in this work stream.

V) Proposed method

	Actions
	date

	CRE to make a list of interconnections/TSOs involved
	12 July

	
	

	TSOs report to RCC: the adjacent TSOs report on the five topics in this paper for each interconnection named in this paper and on their envisaged measures
	End October answers of TSO’s according to structure of  paper

	RCC proposes measures to be taken after consultation of the stakeholder group, taking into account the different responsibilities: Governments, NRAs, TSOs.
	November for Madrid Forum


Proposed list of TSOs involved in cross-border activities in the North region based on GTE map

Interconnector - Fluxys (UK - B)

Nationalgrid – Interconnector (UK - UK)

Nationalgrid – Bord Gais (UK - IRL)

Bord Gais – premier (IRL - UK)

Fluxys - Zebra Pijpleiding (B - NL)

Fluxys - gas transport services (B - NL)

Fluxys - Wingas (B - D)

Fluxys - Eon Ruhrgas transport/ RWE Transportnetz Gas (B - D)

Fluxys - GRTgaz (B - F)

gas transport services – ENI Eon Ruhrgas transport (NL - D)

gas transport services –Eon Ruhrgas transport (NL - D)

gas transport services – RWE Transportnetz Gas (NL - D)

gas transport services – Wingas (NL - D)

gas transport services – BEB (NL - D)

gas transport services – EWE (NL - D)

Energinet - Eon ruhrgas transport BEB Dangas (DK - D)

Eon ruhrgas transport Gaz de France Deutschland Transport – GRTgaz (D - F)

Gassco – Fluxys (N – B)

Gassco – Eon Ruhrgas transport (N- D)

Gassco – BEB Fluxys (N – B)

Gassco – RWE Transportnetz Gas (N –D)

Gassco – Gas transport Services (N- NL)

Gassco – National Grid (N-UK)

Gassco – GRT Gaz (N – F)
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