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GAS QUALITY AND (ITS EFFECT ON) INTEROPERABILITY
Issues and challenges

An end customer is supplied with different types of natural gas, coming from various sources. Within the North – North West region, a first distinction is made between low calorific natural gas (low-cal gas) and high calorific natural gas (high-cal gas). These two categories of gas are not easily interchangeable and therefore require transmission through separate pipeline networks. 

Within each category, but more within the category of high-cal gas, differences in quality exist. As an example, piped gas from Russia or Norway and LNG gas from Algeria or Qatar differ considerably. However, from a security of supply point of view, it is important to diversify the gas sources that supply the NNW region – including domestic production and importations (including LNG).
An effective and competitive market depends highly on the easiness for the gas to flow from one transmission system to another, i.e. the interoperability between systems. But across the region, as well as across Europe, different networks have different gas quality specifications. Shippers have to bear this in mind. For trade to take place between areas of different gas quality specification, treatment of any gas physically moved between networks may be necessary. 
The two main objective reasons why quality specifications are needed are: on one hand for transport reasons, to protect the pipelines and measurement equipment from e.g. corrosion or liquid particles and secure transport in time; on the other hand, for safety reasons, to ensure that natural gas combustion at the burner tips of the gas appliances does not produce critical levels of hazardous gas, such as CO, for the end users. There are some other reasons but they can be seen as more commercial and therefore always subject to renegotiation.
It would be useful to clarify the origin of each gas specification, in order to assess whether and where some limitations could be relaxed. 
Envisioned end-situation to achieve

The aim is to ensure safe transportation and utilisation of gas by domestic consumers, avoiding that differences have an impact on trade and competition.
Concerning the gas quality specifications on transmission networks, considerable work has already been achieved by EASEE-gas, which approved internally the Common Business Practice (CBP) 2005-001/01 on 3 February 2005. Common understanding by EASEE-gas was reached on how to streamline interoperability at cross border points in Europe. Thereto the CBP describes the recommended gas quality parameters, the parameter ranges and an implementation plan. 

An important contribution will be the project being undertaken by DG TREN looking at interoperability issues (including gas quality) at cross-border points.  DG TREN has indicated that the project will aim to establish an “inventory” of gas quality and interoperability issues including assessing the costs and benefits of potential solutions.

In the light of safe utilisation of gas at domestic premises, new initiatives have been launched or will be taken to investigate the actual situation. As an example, the last Madrid Forum of 18-19 May 2006 stressed the need to study at a European level common technical issues linked to the implementation of the EASEE-gas CBPs on gas qualities, including the functioning of gas appliances, safety, emissions and efficiency
. Of course, safety rules are a major concern for every Member State and differences can never be excluded. However, decisions in one Member State – for example to change or not change gas quality specifications – should not cause barriers to the establishment of the internal market for gas. Concretely, solutions should be applied to make the legitimate policy of one Member State compatible with the implementation of CBP 2005-001/01 on the cross-border points. If the gas specifications on distribution networks are different from the gas specification on the cross-border point, some conversion facilities may be necessary at some point between. In the first place, transmission system operators should coordinate to align the gas specification differences as much as possible to avoid unnecessary costs, whilst ensuring safety.
Scope of work

As already mentioned, initiatives concerning quality/interoperability have been taken by EASEE-gas, the European Commission and even ERGEG. Within the North – North West Gas Regional Initiative, this work should not be duplicated. Input from the relevant bodies will be requested in order to understand the existing situation and the obstacles to the ideal situation within this region. 
This work stream does not address at this stage:

· The TPA rules to gas conversion facilities: this work is undertaken by ERGEG, in its current work programme. At present access to gas blending/conversion services/facilities are not covered either by the Gas Directive or the Gas Regulation.  It is important that there is fair and non-discriminatory access in these areas given the potential for differences in gas quality to impact on gas flows.  ERGEG will consider what arrangements are necessary to ensure fair and non-discriminatory access.
· How to secure any necessary investment in the provision of treatment facilities/services on an efficient and timely basis: it is important that where there is a need for investment in treatment services/facilities that these are brought forward on an efficient and timely basis. ERGEG will consider whether the current regulatory framework facilitates this or not. Key issues that will be considered include whether there is a regulatory gap (particularly for cross-border gas flows) that is inhibiting investment where it is needed – including the responsibilities and duties placed on TSOs; do TSOs or other market participants have appropriate incentives to bring forward the necessary investment – and if not how should these be developed, including the appropriate allocation of costs/risks between parties (who may not be constrained to national boundaries).

· Common European gas specifications for domestic appliances: the time line of this process is expected to be very long.

It is essential to avoid any artificial restrictions on flows of gas. This means looking at/understanding how gas flows/changes in gas flows are impacted upon by gas quality differences and also developing an appropriate framework for the provision of blending/conversion facilities/services where they are needed.

Outline work plan 

Most work will need to be undertaken by TSOs. The table below identifies the issues that need to be looked at and allocates responsibility for taking the work forward.

	Issue
	Description of work
	Responsibility
	Timing

	Building an understanding of the various parameters relating to gas flows within the North – North West RI
	The data/[report]] that is required would be focusing on various parameters in relation to the following flows:

· Gas flows on the main routes [routes covering several countries and in forward and reverse if physically possible];

· Gas flows at terminals where gas from different sources meet (both imports and exports); and, 

· Injection points of LNG.

The particular information that is needed in relation to these flows is as follows:

· Gas flow volume information
· for each of the flows specified above, possible minimum and maximum volumes of gas; and

· Gas quality information on each existing quality parameter:
· for each of the flows specified above, the minimum and maximum value of the gas actually flowed and the minimum and maximum values contractually accepted;

TSOs should also provide information concerning the gas quality specifications which are in place for the pipelines which deliver the flows referred to above.

TSOs should produce a standard template for collecting this information which should be agreed with the RCC before it is issued.
	TSOs reporting to the RCC
	July - September

	Impact of investment plans on gas flows
	Investment plans in pipelines/LNG/storage/blending/conversion facilities may impact on the nature of gas flows in the North – North West Region. TSOs should provide an analysis of the expected impact of publicly known investment plans on gas flows.

A description of the current blending/conversion facilities/services being provided by TSOs/other market participants should also be included.
	TSOs reporting to the RCC


	July – September

	Commercial barriers
	identify quality specification differences introduced only for commercial reasons, but preventing gas to flow in certain circumstances. Possible solutions should be listed
	TSOs reporting to the RCC
	July – September

	Maximise inter TSO cooperation across borders to avoid conversion costs 
	identify alternative means, other than conversion facilities, by system operators to narrow identified gaps in quality parameters that prevent free trade within the region. E.g. blending opportunities, inter TSO cooperation, etc…; 
	TSOs reporting to the RCC
	July – September

	New investments
	Rough assessment of the additional gas conversion capacity needed. 

Feasibility studies for the additional investments.
	TSOs reporting to the RCC

TSOs reporting conclusions to the RCC
	2007



� Mandate from the European Commission to CEN, related to the Directive 2003/55/EC of the European Parliament and of the Council on the creation of a competitive single European gas market. 
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