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WELCOME AND APPROVAL OF AGENDA

After welcoming those present and introducing the organizing team of the Office of Energy Regulation, which is part of the Netherlands Competition Authority, chairman Peter Plug explained the aim of the meeting. 
He stated that the Implementation Group (‘IG’) helps to advise the regulators on matters of practicality and feasibility. The regulators do not view the group as a body established solely to implement their proposals. Instead, the regulators expect the group to have a very important say how the different national markets are integrated into a single strong regional market. The Regional Gas Initiative is not a project but an ongoing process. The aim is in the run up to the next Madrid Forum to deliver a plan of timed actions and to eliminate practical problems on the way to a regional wholesale market in gas. 

Chairman Peter Plug stated that he understood that there was consensus on the proposed agenda. 

REGIONAL GAS INITIATIVE

Maya van Steenhoven gave a paper on the Regional Gas Initiative, North and Northwest Region. 

In answer to a question of Dick Zelhorst, chairman Peter Plug explained that the discussion today on the proposed priorities would include consultation, decision-making and agreement. He hoped that the IG could reach consensus on this issue. That would be the main objective of the meeting. 

Wim Groenendijk wondered what would happen after the presentation at the Madrid Forum. Would they be amended or endorsed?  Chairman Peter Plug answered that the actions plans should be implemented after the Madrid Forum. If the relevant parties could have an effective exchange of views, it should be possible to present a plan at Madrid on which all parties agreed. After the Madrid Forum the implementation would have to be monitored and measures taken if the implementation did not go according to plan. 
PRIORITIES
Chairman Peter Plug introduced the theme of the priorities. The two main questions that had to be answered were whether the correct priorities had been identified and whether the priorities had been defined appropriately.
Erik Rakhou presented the seven priorities proposed by the regulators:

· transparency (introduction Cemil Altin)
· regulatory co-ordination (introduction Keelin O’Brien)
· hubs (introduction Erik Rakhou)
· primary capacity (introduction Pierre-Marie Cussaguet)
· secondary capacity (introduction Erik Rakhou)
· gas balancing (regime) interactions (introduction Cemil Altin)
· gas quality and interoperability (introduction Stephan Cludts)
Chairman Peter Plug pointed out that these priorities had been proposed by the regulators according to 3 rules.  1. practical progress should be possible, 2.  the priorities should in line with the ones identified by ERGEG in the Road Map for further regional market integration and 3. they should be able to be achieved within a limited timeframe. He wondered whether priorities were missing or some priorities should be left out. 
Ingo Neubert worried about achieving the priorities within the available timeframe. In Germany a totally new market model which would allow a free flow of gas within Germany would have to be implemented by October 1st. This would keep all the TSOs busy. The main concern was how many people would be needed to do the work connected with the priorities. 
According to chairman Peter Plug, the TSOs themselves were probably in a better position to answer this question. However, no one would ask for unrealistic efforts. The main aim of today’s meeting was not only to identify priorities but also to set up a realistic timetable. 
Dick Zelhorst said that he missed the overall investment climate among the identified priorities. He said that this was one of the main barriers to reaching the European internal market. For instance, a hub could be established only if there was sufficient transportation capacity available. He agreed with all the other topics, but stated that everything would depend on what exactly was stated under the top level. 
Every process in Europe was like ‘two steps forward and one backward’, explained chairman Peter Plug. As a chairman, he would try to reach consensus on the priorities to be addressed. After that, every priority would be discussed on an individual basis in the next SG. It may then turn out that there are some disagreements, but that’s the way these processes go. Time had to be taken to discuss them. Of course, the investment climate was something no one could afford to neglect when talking about further market integration. He explained that the regulators proposed to take this matter up in the priority regulatory co-ordination. 
Pierre-Marie Cussaguet said that he would address this matter too in the interconnection paper, as one of the five identified targets. In response to Tom Nijhuis’s suggestion that the investment climate should be made a separate topic as it was so important and concerned all investments in infrastructure, not only investments in interconnectors, he replied that the investment climate was a broader European issue and not limited to the market of a Regional Gas Initiative. This also implied tariffication and regulatory issues. Here the focus should be on practical issues. 
Hans Kreisel did not think that the investment climate was just an all-European issue. As it created the primary capacity, it was a very important issue. Another issue was transit. This was one of the basic issues in creating a regional market. He wondered whether transit was seen as a theme forming part of the primary capacity priority? 
Pierre-Marie Cussaguet explained that transit was not mentioned in the paper on primary capacity. However, it was true that this issue had to be dealt with in regard to capacity booking, extra available capacity and how capacity booking is made. This issue would therefore arise naturally.
Jack O’Connell was aware that the word ‘transit’ had a rather bad reputation in Europe, but he pointed out that gas flowing from one member state to another was by definition transit. He stated that the issue had to be discussed. His second remark concerned the timing. The deadline put forward was November this year, but it might be many years before the Regional Gas Initiative could be concluded. So he wondered whether these priorities were set until the Madrid Forum and whether there would be further interaction there? He inquired whether the members were free to raise other priorities at any time and what would constitute completion of the task?
Chairman Peter Plug confirmed that the process of market integration would take years and not months. However, a start had to be made somewhere and this Regional Gas Initiative would focus for the next few months, until the Madrid Forum, on defining the priorities to be addressed during the next months. What all parties are able to do after the Madrid Forum, when the implementation of the plans starts, would be identified for each priority. Afterwards, of course, new priorities would be raised. Completion of the first stage would occur when realistic plans and a realistic timetable are presented in Madrid, and plans that are specific enough to allow monitoring of implementation after the Madrid Forum. 

Pierre-Marie Cussaguet pointed out that ERGEG had just put a consultation paper on transit on its website, which is broader than tariffs and transit. So work was already under way on this issue. Duplication of work should be avoided.
Martin Watson fully agreed with Dick Zelhorst about giving a higher profile to the issue investment as a priority. In his view, the only questionable issue on the list of priorities for this moment was gas balancing. The other issue was how these priorities link up with some of the other current initiatives such as the Green Paper, which closes on September 24th. CREG had taken some initiatives on gas quality. He wondered how they compared with the others? He also said that he agreed with the comments about the ambitious timing for delivery for the Madrid Forum in November. Perhaps the focus should be on one or two of the priorities rather than on all of them at this stage. 
Stephan Cludts explained that CREG had been active as regards one specific aspect of quality, but that the discussion was not limited to this point. It was useful to discuss issues at several levels in order eventually to find the right level.
Chairman Peter Plug repeated that no one was expected to do more than what was realistic. The important thing was now to identify which priorities should be addressed in the next few months and to define concrete measures to be taken after the Madrid Forum in order to enhance market integration. As not everything can be addressed in these four months, it would perhaps be a good idea to leave the transit issue to ERGEG for the moment. However, the investment climate issue should be taken up. He pointed out that almost every proposed priority contained the question of investment climate. After addressing the seven priorities, all these aspects of investment climate could be combined in one separate paper, which could be presented at the Madrid Forum. As concrete action plans would be presented for all the priorities, there would be an eighth plan for how to deal with the investment climate. 
Dick Zelhorst said that he was afraid that this would result in a very fragmented view on investment climate. He would prefer the issue of investment climate to be addressed as one big topic. 
Stefanie Neveling pointed out that this issue was about tariffication. Investment climate could be dealt with in the capacity work stream. 

Hans Kreisel stated that investment was the driving issue. This was a very hard issue to address. ‘Investment climate’ could be rephrased as ‘investment regime’. This was not necessarily a tariff issue. He would like to see the ERGEG initiative on transit also treated as an issue, together with the concrete plans on the proposed priorities at the Madrid Forum.
Mary Simmons agreed that the priorities were the right ones, but argued that it was unrealistic to expect that papers and action plans could be prepared for all these issues in such a short time. A choice would have to be made among them. Regulatory co-ordination would be the number one priority, although this was not a regional issue. She said that this was a layer issue, because regulation occurred at all different levels and there were conflicting signals. There seemed to be overlap and a lack of coordination. She felt there was scope for streamlining. 

Jens Schumann proposed that clear priority should be given to the technical aspects and establishing a basis, and that the other priorities should be developed subsequently. For instance, the issues of hubs and secondary capacity could be addressed in the second stage. 
Max Papon thought it was important to have a common understanding of the functioning of the European market before going forward. For instance, there were contractual hubs, physical hubs, physical hubs that were supposed to be contractual, different balancing regimes and different rules for allocation of capacities. 
Summarizing the comments chairman Peter Plug stated that the IG recommended the adoption of a realistic approach to the issues that could be addressed and a realistic timetable. The proposed priorities were the right ones, but the issues of transit and investment climate should also be addressed. This was a clear recommendation and would be submitted to the RCC. 

After a short break during which the TSOs had their meeting, chairman Peter Plug invited the spokesman of the TSOs to communicate the outcome.
Martin Watson expressed the support of the TSOs for the process. The TSOs also wanted this process to be a success. It was therefore necessary for the time schedules to be realistic and for the priorities to be the right ones. The TSOs were happy to work on these areas, develop common positions and jointly reply to questionnaires. However, they felt that there were too many priorities in the short term and that the focus should perhaps be on four priorities, with the others being looked at in due course. The TSOs felt that the focus should be on the issues of regulatory co-ordination, investment, primary capacity and transparency. The issue of transit should somehow be covered. Whether this should be included in the ERGEG consultations or in some other way remained to be seen. The TSOs were concerned about the shortness of the deadline. They pointed out that August was very much a holiday period and there was still a lot of other work to be done. The TSOs should nevertheless be able to deliver some first results by the end of September. To expect too much before that time would be overly ambitious and unrealistic. 
Chairman Peter Plug thanked the TSOs for expressing their support for the process and their concern about the ambitious nature of the priorities that had been set. This advice, including the advice about the choice of priorities, would be considered in the RCC. 
PRIORITIES: HOW/WHEN

The priorities were discussed in detail. A paper on each of the seven priorities was given by the regulators, after which there was a discussion. 
Transparency (introduction Cemil Altin)
Discussion

Dick Zelhorst stated that transparency was about information. He felt that sufficient use was not being made of the information already available. For instance, only a very small number of shippers used all the large tables with data available on the GTS website, despite the fact that it took a lot of work to provide this information. 
Cemil Altin explained that the findings of the survey would provide a basis for the ERGEG consultations. Consideration would be given to whether this information was relevant and needed and what potential costs the TSOs and other operators could incur in supplying this information to the market. 
Martin Watson asked whether point 5 was limited only to TSOs. He felt that the timing of point 2 (July-August) was rather challenging.
Cemil Altin answered the first question by stating that this depended on the outcome of the survey among stakeholders. The idea was to pool all the findings to make a recommendation to the European Commission about what the RCC believed this market would need in order to operate efficiently and effectively. This would probably extend further than the TSOs. At present, gas regulation covered only transportation. 
Investment climate and transit

Chairman Peter Plug needed a specification of the issues to be dealt with in regard to the investment climate and transit. He invited the TSOs to write a paper on each of these issues, which could be brought along to the RCC. 

Tom Nijhuis observed that investment climate not only concerned TSOs; it was broader than that. 

Hans Kreisel stated that the TSOs would organize two meetings, one at the end of August and the other around September 10th. It would be possible to deliver the papers after this last meeting. SSOs and interconnectors could, of course, be included. 

Chairman Peter Plug concluded that the TSOs would work with the SSOs and other parties involved to produce two papers on the investment climate and transit priorities.
Stefanie Neveling recommended that consideration should be given to the level at which the topics should be addressed. Should this be done at the ERGEG level or at the level of the Regional Gas Initiative?
Regulatory Co-ordination (introduction Keelin O’Brien)
Discussion

Martin Watson said that he was rather surprised and disappointed that the TSOs had not been designated as one of the parties involved in the process. The TSOs probably understood the differences and the difficulties better than the regulators, who dealt only with one side. It would be helpful for the TSOs to be involved. He also felt that the member states should be included, as they were involved in removing barriers. 
Chairman Peter Plug agreed that the TSOs and member states should be included in this process.

Jack O’Connell endorsed the remarks of Martin Watson. The IG should be more closely involved in this issue, for instance with regard to the barriers. 
Keelin O’Brien explained that this was a broad, overriding theme. Legal issues beyond the competence of even the RCC could arise, for example if a change in the legislation or in the responsibilities of various regulators was required. 
Chairman Peter Plug emphasized that all the issues should, of course, be discussed with all the parties involved. That was why this discussion was being held. The regulators were not intending to decide on their own what should be done, thus leaving the other parties to implement their decisions. That was not at all the kind of process the regulators envisaged. 
Dick Zelhorst mentioned in respect of the barriers that different signals were coming from different levels of regulator. Another issue was removing regulatory differences between countries, because that was the only way to create a level playing field for different TSOs. 
Chairman Peter Plug indicated that some of the work connected with this issue was already being taken up at the European level. 

Hubs (introduction Erik Rakhou) 
No additional remarks were made.
Interconnection and primary market (introduction Pierre-Marie Cussaguet)
Discussion

Ingo Neubert remarked that all this information had just been compiled for GTE, which would transmit it to the EU. The deadline was July 15th and it was quite a lengthy questionnaire. Since almost all the information was covered, it would be best to use this information first, draw conclusions and then decide what additional information was needed. 

Pierre-Marie Cussaguet promised to check whether the requested information was the same as that asked for by the European Commission and, if so, whether this could be used. It was naturally necessary to avoid duplication of work. 

Volker Schipper explained that GTE had developed the so-called five routes report, which covered very many of the cross-border points, especially in the North and Northwest regions. 

Interconnection and secondary capacity (introduction Erik Rakhou)
Discussion

Gabriele Haas wondered whether the shippers should be involved in this discussion.

Erik Rakhou explained that quite a lot of feedback had been received from shippers. However, several documents showed that no apparent progress had been made in setting up efficiency mechanisms. The practical solution adopted by the Regional Gas Initiative was therefore to ask TSOs and SSOs to try using their own products and secondary markets to move gas through Europe. The shippers should naturally be consulted about the conclusions. 
Jack O’Connell observed that the term ‘secondary capacity’ was open to interpretation. Was it right that it was used here to mean ‘use it or loose it’ capacity that the transporter makes available to the shipper? Or would shippers also have the right to make their unused capacity available to other shippers? 
Erik Rakhou stated that it was about relocation of capacity. Secondary capacity could be defined as possible unused capacity identified either by a TSO or a grid user. This capacity was then offered, for example in the case of ‘use it or loose it’, by a TSO, and in the case of a wide bulletin board ‘use it or sell it’, as some parties call it, or at auctions. He added that there were some issues and problems that needed to be addressed so that all parties would be able to generate sufficient cash flows efficiently to pay for the trouble. This was not an easy question. 
Britta van Boven inquired whether interruptible capacity was included. This is capacity that is contracted with a TSO and can be used unless the shippers have firm capacity nominated on their capacity rights. 

Erik Rakhou answered that this depended on how this extra capacity was offered. If capacity above the technical maximum were made available just because of the TSO’s own historical know-how and its optimization of the transportation portfolio, the answer would now be “no”, unless the TSOs would say differently.
Britta van Boven asked what would happen if the interruptible capacity were unused capacity. The TSO would in that case have identified that there was sometimes unused capacity and was offering this as interruptible.
Erik Rakhou remarked that it was indicated in the paper that there were six challenges. It was a major challenge to define “unused capacity”. That was the most difficult task within this work stream. 
Gas balancing (regimes) interactions (introduction Cemil Altin)

No additional remarks were made.

Gas quality (introduction Stephan Cludts)
No additional remarks were made.

WHAT ACTION WOULD THE IG BE WILLING TO TAKE NOW?

Chairman Peter Plug stated that on September 20th there would be a meeting of the RCC in which it would have to be decided whether all priorities would be addressed and the corresponding timetable would have to be adopted. In order to facilitate the discussion and in view of the comments, several of the papers needed to be rewritten. A lot of remarks had been made about the timeframe of the actions identified in the papers. It was important, however, to make progress. Perhaps it would be a good idea to continue to make progress on the two priorities that had been identified as crucial by both the regulators and the operators, namely regulatory co-ordination and transparency. A more realistic timeframe should be agreed for the other issues. Whether or not it was realistic to define an issue as a priority would also have to be addressed. To achieve this, the regulators needed help from the TSOs and other parties. 
Martin Watson pointed out that a remark has been made about the timeframe in respect of transparency too. 

Chairman Peter Plug asked whether there were organizations that wished to take responsibility or a share of the responsibility for this priority. 
Kreisel preferred to establish a platform to discuss things and try to get a unified TSO answer. He would like to be part of everything, as he wished to participate in the information flow and decision-making.
FURTHER ACTION
After a short break chairman Peter Plug summarized the results so far. The seven priorities proposed by the regulators were not the wrong priorities. These were issues that should eventually be addressed. The meeting felt, however, that the idea of addressing them all at the same time should be reconsidered, as should the time schedule. The meeting had also identified two other priorities, namely investment climate and transit. The TSOs would work with the other stakeholders to produce two papers on these issues. It was in any event agreed that transparency and regulatory co-ordination were issues that needed to be addressed immediately. It would be a good idea to form two working groups for these priorities to be established today. The first task of these working groups would be to come up with a realistic timeframe. 
Martin Watson asked whether ‘stakeholders’ included shippers and users.

Chairman Peter Plug said that he was referring only to the stakeholders represented in the IG. 

Martin Watson stated that the operators saw the need to act quickly. They would therefore arrange a meeting of the operators of the IG at the end of July. The aim would be to agree timing and comments on the first two priorities: transparency and regulatory co-ordination. Specific people to lead and work with the regulators on these topics could also be identified. At the same time those to be responsible for writing comments and time schedules for the other five priorities and the investment paper and transit paper would be designated. The operators would again meet towards the end of August to finalize the papers and receive all the detailed comments from everybody else. The regulators could be provided with all this information by September 8th. In principle, the TSO grouping (a small grouping but with a broad consensus) had agreed on this. Of course, all the comments of other operators would be taken into consideration. It would be helpful to know the identity of the lead regulator for each of the priorities, since the operators might wish to appoint a person to go and speak with the lead regulator.
Chairman Peter Plug wished to be sure that the other stakeholders were also involved, as this issue should not be confined to regulators and TSOs. In keeping with the proposal of the operators, the regulators should perhaps redraft the papers in the light of the comments made today. He consulted the regulators and concluded that they agreed with the proposal of the operators. 
Stefanie Neveling said that she had been hoping to obtain a commitment today for the work on the transparency part.

Cemil Altin added that there was agreement on transparency as a priority and on all the deliverables. The only thing on which there was slight disagreement was the timing of the consistency of definitions. 
Martin Watson confirmed that the operators were committed to look at transparency as an issue. The main thing was the timing. 
Chairman Peter Plug stated that the regulators would redraft the papers and indicate who was the lead regulator. 

Tom Nijhuis inquired about the timing of the rewriting of the papers, as they should be available before the meeting at the end of July.

Chairman Peter Plug promised that the papers would be rewritten in one week. 

Gabriel Haas suggested that all the e-mail addresses should be exchanged. 

Chairman Peter Plug welcomed this suggestion. 
Hans Kreisel drew the conclusion that a lot had been accomplished today. All the TSOs were present and they were fairly united about a lot of things and they would actively take the time to work on the issues. 

Chairman Peter Plug thanked him. He also thanked the other participants for their contributions. He then closed the meeting and invited those present for drinks. 
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