Regional Initiative Gas

North – North-West regions

Definition of workstream

Draft

Title: “Interconnection: secondary capacity market”

RCC agreed definition: Availability of and access to network capacity at border points via re-allocation of capacity.
Definition of work stream
Identified issue(s) 
Effective access to existing network capacity remains a challenge, despite existing package of legislation. Efficient secondary capacity market (the market for re-selling of unneeded
 pipeline transportation capacity) is an important means to achieve effective access to network capacity. 
Having the capacity buyer contracting capacity on the pipeline prior to actual gas sales, shall mostly lead to a mismatch between sales (=exit side) and contracted capacity (entry-side). This mismatch between demand and supply naturally leads to the development of a secondary gas transportation capacity market, where unneeded capacity is traded between market parties with or without interference of the TSO(s). 

The market party directly (or via TSO) offers “unused” capacity (released at different timeframe moments) to the markets by means of products like e.g. firm hourly/daily/weekly/monthly/ quarterly/annual capacity. 
The factual situation anno 2006 is that secondary market doesn’t yet appear to solve apparent congestion at border points by means of creating (additional) network access. 

Challenges
Challenges to achieve effective secondary market can be grouped in following categories:

1. Lead-time and availability of necessary for re-allocation information;

2. Transition from historical contractual situation;

3. Common cross-border “definitions” and common principles between (at least adjacent) TSO’s;

4. Incentives for parties to make it work: TSO’s, net-users, SSO’s, etc.

5. Structure and pricing of re-allocated “transport” products;

6. Effective implementation of existing regulation to address the known solutions.

Envisioned end-situation to achieve
The outcome of this work stream should lead to a situation, where maximum of “unused capacity” is re-allocated on the secondary market. 
This should create (additional) network access from which all parties could benefit. The mechanisms used should create transparent signals for efficient investments at physically congested border-points.
Scope of work

The output of this work stream should be (a) paper (s) addressing movement of gas using secondary market between countries of North/North-West regions:
· Identifying possible bottlenecks at border-points, which form impediment to movement of gas

· Suggesting practical solutions to identified bottlenecks such as:

· obligatory operational nominations of the foreseen minimum flows by the net users;

· efficient mechanisms for re-allocation of 'unused capacity' on the secondary market incl. interruptible transportation
 etc. 
· The TSO’s (and, if required, other relevant parties) are requested to advise on feasibility and implementation timeframe of the proposed practical solutions.

· RCC together with the TSO’s to monitor the implementation of proposed practical solutions.

Work plan 

Required action to take, responsibilities and time-line (if possible) to achieve envisaged end-situation (what, who, when). Shall depend on the analysis of the TSO’s and other relevant stakeholders.
	Action
	Description (what, outcomes)
	Responsibility (who)
	Timing (when it is ready)

	Factfinding stage
	
	
	

	2) Form a group of  TSO’s to do a following Practice Test:
Try to go from Ireland,  using only secondary market products, to  France (passing as many countries as possible of both regions) 
	Paper with description of taken actions and possible encountered Best Practice and possible impediments.

The results will then be made available to stakeholders for comment
	To be undertaken by the TSOs. 
Lead-TSO per Practice Test to be proposed by IG 
Gas REM will co-ordinate collation of stakeholders’ (especially shippers’) views on this plan of action draft.
	January 2007 – April 2007

	3) Form a group of  TSO’s to do a following Practice Test:

Try to go from Waidhaus,  using only secondary market products, to to  Sweden and Ireland (passing as many countries as possible of both regions)
	Paper with description of taken actions and possible encountered Best Practice and possible impediments.

The results will then be made available to stakeholders for comment.
	To be undertaken by the TSOs. 

Lead-TSO per Practice Test to be proposed by IG 

Gas REM will co-ordinate collation of stakeholders’ (especially shippers’) views on this plan of action draft.
	January 2007 – April 2007

	Deliverable for Madrid Forum 2007 and action
	
	
	

	4) Practical action plan confirmed and start implementation monitoring
	Definitive Paper, assessing :

possible practical solutions, requirements for the secondary capacity market and suggested feasibility & timed implementation plan of solutions. 

Based on status quo actions 1- 3 . 
	RCC.


	2snd Madrid Forum 2007

Updates:

on monitoring progress: > 2nd Madrid forum 2007.

Etc. till implemented.


Reference material 
Existing relevant material (e.g. ERGEG guidelines/ task-force work) to be used as a minimum (this to prevent duplication of work).
1.
Regulation 1775/2005. Valid as of 1/07/2006. Interpretative notes to this regulation. Regulation suggests solutions to congestion management.

2.
Transparency – in the second half of the year ERGEG will look at transparency issues. This will include how to ensure that the information that the gas market needs to work efficiently is made available on a non-discriminatory and fair basis. See work of Transparency Task Force.

3.
Capacity – ERGEG is currently reviewing the way in which TSOs calculate the amount of capacity that is available on their networks. This will be followed by work looking at how TSOs should be incentivised to maximize the amount of capacity that is made available including making UIOLI arrangements work effectively. See work of Capacity Task Force. This work could feed in to the of Capacity Task Force.
Annex (source: proposal CRE)
Proposed list of TSOs involved in cross-border activities in the North/North-West region

Interconnector - Fluxys (UK - B)

National Grid – Interconnector (UK - UK)

National Grid – 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)

List of TSOs dealing with Gassco in the North region

Gassco  - Fluxys (N - B)

Gassco  - Eon Ruhrgas transport (N - D)

Gassco  - BEB (N - D)

Gassco  - RWE Transportnetz Gas (N - D)

Gassco  - Gas Transport Services (N - NL)

Gassco  - National Grid (N - UK)

Gassco  - GRTgaz (N - F)
� Definition of “unneeded”, sometimes called “unused” could well be the largest challenge. When does it stop being “unused” and becomes “hoarded” capacity?


� Please note that there is a link with scope of workstream: Interconnection: primary market. (i.a. target: coordination of  congestion management procedures like UIOLI at border-points). The output of work on “primary market” could therefore positively feed this workstream on “secondary market”.


� If firm capacity is, as consequence of e.g. Use-IT-OR-LOSE_IT provisions, re-allocated by TSO as “interruptible” capacity, this falls within the scope of work of this group. Following definition can be used: Non-firm or interruptible capacity : capacity that can be interrupted by the undertakings according to the conditions stipulated in the access contract. This is mostly capacity of a pipeline system in excess of firm capacity (capacity guaranteed by the undertaking). Interruptible (as-available) capacity may vary from day to day depending on the operation conditions, e.g., loads pressures, and ambient temperatures, and the availability of facilities and equipment, such as compressor units.
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