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WELCOME AND APPROVAL OF AGENDA

After welcoming those present, chairman Peter Plug explained the aim of the meeting. First there would be time for a general discussion of the workshops and presentations that had taken place the day before. Then the regulators would share what they had learned from the stakeholders’ group and explain the consequences for the six papers, which would have to be rewritten. 

GENERAL COMMENTS
Martin Watson said that the meeting had been a very fruitful one. The stakeholders had been able to give their input. It was also important to get their commitment to the objectives, such as setting up the work plans and delivering the necessary response to the questionnaires. He thanked the DTe and the other regulators for the way they had been running the process. In the future, however, it might be useful to consider other mediums and to get full stakeholder representation. He felt that yesterday’s meeting had been largely dominated by traders and that it was necessary to ensure that all stakeholders have an equal voice in the discussions.

Chairman Peter Plug said that the regulators too considered that splitting up the meeting into several workshops had had a positive impact, although there were still some points for improvement. Full representation for the stakeholders was also a matter that was receiving the serious consideration of the regulators. 

Martin Watson said that delivery of the questionnaires should be coordinated. It would be good to develop a work plan that showed the present status of all the questionnaires and to whom they would be sent, and to coordinate them. How the questionnaires should be sent out should also discussed. It might be beneficial to give respondents the possibility of replying anonymously as this might generate more answers. 

Chairman Peter Plug agreed that this was an important issue. He stated, however, that it had not been explicitly discussed in the regulators’ group. There should be central coordination to ensure that the questions would not be duplicated in the different questionnaires. 

Cemil Altin proposed that respondents be given the option of replying anonymously. Having to give a name might constrain the stakeholders. 

Pierre-Marie Cussaguet objected that the regulators could not work with anonymous responses to the questionnaire on primary and secondary capacity. The goal of these questionnaires was to see what happened exactly at the interconnections. Confidentiality would, of course, be guaranteed.

Chairman Peter Plug promised that the regulators would come up with a work plan and go through all the questionnaires in order to exclude duplication of effort. All the questionnaires would then be judged on whether it would be absolutely necessary to know which organization would be completing them. If so, this would be put on the form. If this information was not absolutely necessary, the stakeholders would be given the choice of completing the form anonymously. 

Roddy Monroe said that in analyzing the results it might be useful to know from what perspective the questionnaire had been answered. For example, some organizations might be network-owners and others might be new entrants. 

Martin Watson asked whether all the questionnaires would be available on the website to all stakeholders or only to the IG. The operators also would like to receive copies of the replies to see whether they would draw similar conclusions as the regulators.

Chairman Peter Plug said that he was in favour of publishing all information. The companies would be asked to indicate whether their response would contain confidential information and why this information should be treated confidentially. Confidential information would not be published. Sharing all the information would ensure that all topics could be discussed.  

PAPERS
Erik Rakhou said that he had summarized the conclusions of yesterday’s meeting in the agreed work plan, the recommendations and a proposal on the way forward. The lead regulators would present the outcome of yesterday’s meeting. 

Transparency

Cemil Altin said that there was general agreement on the work plan. With regard to transparency the stakeholders made clear that the aims should be set high, but there was also felt to be a need to address commercial sensitivities, whether perceived or real.  Some issues were raised: how much potential should be made available on historic basis, what should be published and how and by whom, and how should the provision of that information be secured? A general concern was the need to think about information provision in terms of the actual structural age of the market and about not duplicating effort in terms of the questionnaire. Some of the issues involved finesses on drafting the work plan rather than any substantial changes. These comments would be included in the redraft. The next steps would be to finalize the questionnaires within the RCC and get the view of the IG (via lead contacts) on them. The questionnaires would then be issued for completion. Once the results were received, a workshop would be organized with the IG members of the stakeholders’ group to discuss the results and to identify potential ways forward. The timelines would also be reviewed, since they should be realistic in order to deliver according to plan. 

Roddy Monroe stated that a lot had been said about traders in the workshop. There should be no carte blanche for the publication of information; publication should be allowed only where justified.  

Cemil Altin explained that a question had been included in the draft as to why the information should be made available and of what benefit this would be to the market. There were also questions about cost provision and commercial confidentiality. 

Roddy Monroe asked whether the IG would like to have comments on the questionnaire included in the pack. 

Cemil Altin would invite comments on the questionnaire, but did not want to delay the process by allowing a month for the submission of comments. He would encourage a quick response coordinated by the lead contacts. 

Hubs
Carsten Smidt said that the work plan had been agreed. The stakeholders had taken a lot of time to stress that solving the bottlenecks would be essential to the proper functioning of the hubs. If this could be achieved this would be a big step forward to having liquid hubs. Awareness of this issue and a couple of others, such as the link to work on primary capacity market, should be raised in the paper. The adjusted paper would be discussed with the lead operators. The next step would be to collect some hard facts on the liquidity of hubs. A questionnaire would be issued for this purpose. Unfortunately this could not be discussed in yesterday’s workshop because of lack of time. Comments on the questionnaire on hubs would be very welcome. Stakeholders and operators would be invited to a workshop to discuss the results. 

Henriette Hindrichsen said that the questionnaire had been discussed in the Operator meeting directly before the IG meeting. There was a wish for a clear ranking and quantitative indications in order to see the priorities and what is really hindering trade. The stakeholders in the stakeholder meeting the day before had said that the grid access was really an issue, but there could be other barriers as well. 

Carsten Smidt welcomed this idea on the questionnaire. 

Chairman Peter Plug said that the regulators would be more than happy to learn from all the comments.

Gas quality 

Geert van Hauwermeiren said that the conclusions presented by the moderator were correct. An important point was the level of detail of the data requested by the regulators. It had been remarked in the meeting that there were too many discussions already taking place on too many levels. The question was:  who would decide what in the end? The starting point would be the delivery of the DG TREN study. However, the European Committee did not expect to have results until 2007, although they had been announced for October this year. This would allow some time to revise the work plan that had been presented. The detailed data would be gathered from the results of the DG TREN study. The data to be investigated as follow-up to DG Tren study would be linked to the specific points which were giving problems, identified in the DG Tren study. The second step would be to analyze these points and the kind of data that would be interesting to the market.  

Oliver Kasper agreed with the new proposal as it was the right way forward. The confidentiality should also be taking care of and considered in the right way.

Gas balancing 

Cemil Altin said that the main points raised by the stakeholders were the timing of the work and concerns about the questionnaire itself, which was not as simple as it could be. Some suggestions had also been made for merging issues of gas balancing with the work on the hubs and on flow data. However, as the work on gas balancing was targeted at what the TSOs were doing, the regulators would not propose merging the work. The regulators therefore invited the IG to review the questionnaire on gas balancing to see if it could be simplified, although it was in their view already quite simple. Some guidance notes would be produced to assist completion of the questionnaire. The timing would be reviewed. After receiving the replies, a workshop would be organized to discuss the potential implications of the responses.

Steve Pownall said that the issue that arose from the gas balancing questionnaire, which was indeed simple, had more to do with the sheer number of questionnaires in circulation.  

Cemil Altin answered that short guidance notes would help the process a lot in terms of managing concerns that stakeholders might have about the level of the questionnaires. 

Thierry Deschuyteneer said that TSOs currently had a lot of different balancing regimes. Usually there were good reasons for having different balancing regimes, depending on the physical capacities of the grid. Talking about harmonization, the focus should be on the common requirements for those cases where gas balancing regimes hampered cross-border trade. If the differences did not affect cross-border trade, no action would be required. Several systems would also be possible in the future, provided they do not hamper cross-border trade. The other remark concerned point 4 of the sheet, the availability of flow data. This was about what balancing information is provided to the shipper so that he can do his job. That was different from the transparency requirement, which applied to everyone. 

Cemil Altin agreed that it was not necessary for all countries to have the same balancing regime. The draft guidelines prepared by ERGEG on gas balancing also made it possible to have different arrangements on balancing periods. If the outcome were to show differences that hampered trade, something should be done about it. A question about this issue had been included in the questionnaire. This had been coordinated with the section on balancing in the  transparency questionnaire. 

Primary and secondary capacity 

Pierre-Marie Cussaguet said that quite a lot of interest had been shown in working on cross-border investment. The processes for and impediments to capacity increases at borders and problems between TSOs were the main issue. The second issue was the questionnaire. One week had been given for comments. The first reactions were that the questionnaire was too long. The regulators would make an effort to streamline it. The questions were about the kind of products sold, the sales methods and the congestion management procedures at border interconnections. The interconnection related to the hubs also would be taken into account. There had been a proposal about daily capacity auctions. A few questions about this issue would be added to the questionnaire, although the total length of the questionnaire would be reduced. TSOs would be asked about the feasibility of this proposal. Furthermore, there had been a demand for a better definition of the use-it-or-lose-it (UIOLI) procedures and for distinctions between long-term and short-term UIOLI procedures. There has also been a proposal about cross-border bundles. If the length of the questionnaire were reduced and it could be processed quickly, key findings might be expected in early 2007. This would possibly be followed by a workshop. 

Anke Alvermann said that there were two comments on the outline paper that could not be discussed before. The first comment was about page 4, primary capacity and congestion. The Operators suggested that all investment issues be handled in the regulatory coordination paper, thereby avoiding mistakes by addressing the same issue in two papers. The second comment concerned the questionnaire. The questionnaire was quite long and some questions were quite open. The operators would collect all their comments on this subject and send them to Stefanie Neveling and Pierre-Marie Cussaguet at the end of the week. Perhaps the results could be analyzed together, as things would move faster if more people worked on this issue. Another important issue was day-ahead auctions. The operators proposed to start on the study and finish it by mid-December 2006. One of the matters to be covered in the study should be what kind of coordination would allow optimum use of all short-term capacity. The study would focus on the interconnection points of Ellund and Oude Statenzijl.
Chairman Peter Plug expressed thanks for this proposal.

Pierre-Marie Cussaguet said that everyone wanted to talk about investments at all levels. To avoid overlaps and inconsistencies this issue should be addressed at a European level. ERGEG was working on a work plan for 2007 as required by the European Commission. Investments with regard to the financial and regulatory parts would be addressed at the ERGEG level. Capacity increases, in particular  to alleviate long-term congestion, and interconnection should be addressed at regional level. Some things might be improved on a practical level on the interconnection points in the region. This issue existed in both the North and the South regions. In this way, the issue would fit in with the work stream. 

Britta van Boven felt a need for more explanation about capacity increases and investments in order to understand the work model better.

Keelin O’Brien said that the paper on regulatory coordination had been proposed in the first place because of the issues regulators had themselves encountered. The regulators had worked together in the case of the pipeline to Northern Ireland, for instance regarding licence issues and emergency procedures. The rates of return on the pipeline had been discussed only in relation to the issue of what recompense would go to the North for off-take in the South.  Another issue was the NTS exit reforms in the United Kingdom and the changes in the booking of capacity on the exit side of the UK transmission system. Luckily, there were good relationships between CER and Ofgem. It had thus been possible to propose a solution that satisfied both CER and Ofgem. There should be a framework for regulators to indicate how to discuss and deal with certain cross border issues. This would also help investments indirectly. This is the focus of the paper on regulatory coordination. A cross-border pipeline is an occasion for regulators to discuss regulation. Investments and rates of return, however, are not a matter for inclusion in this paper and would be dealt with at the ERGEG level.

Pierre-Marie Cussaguet said that the questions relating to UIOLI congestion were the ones stated under the section ’In case of long term congestions/technical congestions’ on page 4 of the paper on Interconnections, Primary and Secondary Capacity Market. These questions were very specific and concerned the necessary investment in capacity and the question whether this was coordinated between TSOs. This would be the full extent of the questions. 

Martin Watson said that the operators had a slightly different view on the subject of regulatory coordination. It was one thing to investigate what the TSOs would do on their own side of the border, but quite another to investigate what they were allowed to do on either side of the border. That came down to regulatory coordination. What should the TSO do, for example, if the regulator on one side of the border wished to reserve a certain amount for short-term capacity whereas the regulator on the other side of the border did not wish to do so? Issues of this kind should be addressed in the regulatory paper. 

Keelin O’Brien said that although the regulatory paper might perhaps not go into specific detail, it would certainly discuss the general occasions on which the regulators would have to cooperate and how they would set about this.  

Martin Watson said that the operators felt that the capacity increase was more about the regulatory environment as well as the coordination between TSOs and regulators. That was why there would be a risk if these issues were dealt with in both papers. The Operators would prefer to deal with these issues only in relation to regulatory coordination.

Pierre-Marie Cussaguet said that the paper on primary capacity was about fact-finding and concerned only the practical side. That was not the same thing as regulatory problems related to investment. 

Keelin O’Brien said that all of the papers contained issues in which the regulators should be involved. These might be picked up in the idea of regional guidelines for co-operation. Some of the issues arising from the papers would certainly find their way into that process in order to manage how they would be dealt with and how the regulators would deal with them. 

Chairman Peter Plug said that these issues would have to be dealt with on a regional level. The regulators had listened very carefully and understood the concerns about the coordination and the risk of putting this issue in two work streams. Issues such as the acceptable rate of return would be addressed not on a regional level but on the ERGEG level.

Secondary capacity

Erik Rakhou said that there was agreement on the work plan for the secondary market. Some specific advice had been given. It seemed that only TSOs were responsible for making a success of the secondary market. However, TSOs were enablers and in the end it would be shippers as well who would have to make effective mechanisms available. The perfect balance would be struck somewhere in between, as shippers would need information to act on the secondary market. The phrasing of the text would therefore be tightened up. If TSOs were to enable the secondary market, they should also have an interest in developing it. A best practice report would be produced on this subject and would become available by February 2007 at the latest. A workshop would then be organized on this subject, perhaps together with primary capacity. One of the questions that would be raised there was whether the right incentives were available to make the market a success. 

Anke Alvermann said that the operators had concerns about the hourly and weekly secondary products, because there were at the moment no standard hourly and weekly primary products. The operators suggested that they be removed, as weekly products did not tie in well with monthly products and hourly products did not tie in well with the developments around day-ahead auctions and day-ahead optimizations. She asked whether the regulators would like her to prepare the proposed study on day-ahead auctions in relation to short-term products. 

Erik Rakhou said that the day-ahead auctions would concern unused capacity brought in by shippers as well; this would be a way for TSO’s to enable the secondary market. It was therefore for shippers to answer this question. The first answer was given yesterday, when some of the shippers expressed an interest in this way of offer of short-term products. He agreed with the remark that the focus should first of all be on the existing products. Shippers would be asked about their interest in other products. 

Chairman Peter Plug welcomed the proposal to prepare the study. He thanked Anke Alvermann for her willingness to undertake this. A clear signal had already been given yesterday that this work would be appreciated. 

Regulatory coordination 

Brian McHugh said that there had been a discussion about a process for interregulatory disputes and that it had been agreed to consider a dispute resolution mechanism. This would mean that if regulators were unable to reach agreement on certain cross-border issues, there would be a forum to which the matter could be taken. At present there was no clear place for that. There had also been a lot of discussion about investment and related matters brought up by shippers and Operators. The regulators had tried to make it clear that a lot of this would be dealt with by ERGEG, as this was the appropriate body for consideration of these issues. The regulators had agreed to make this explicit in the redrafted paper. However, the regulators did not view this work stream as creating a common investment climate, but recognized that there were some issues about coordination in relation to cross-border investments that would need to be addressed. They had agreed to involve shippers and Operators in the discussion in order to obtain information about their specific issues which could be useful in clarifying the exact nature of the regulatory coordination issues. The work plan would also include the philosophy behind the guidelines. The regulators hoped to have draft guidelines ready in March 2007. 

Britta van Boven said that there had been a clear need to start work on the issues perceived by the Operators. It was important to get a clear understanding about the issues that would have to be addressed in the guidelines. She inquired whether it would be possible to combine this with the ERGEG work on Article 22 of the Gas Directive. 

Chairman Peter Plug answered that as regards work on the ERGEG level there was always scope for consultation as this was highly valued at the ERGEG level too. He promised that if no consultations took place within the process on the ERGEG level, arrangements would be made for views on this subject to be put forward within the regional initiative. 

Pierre-Marie Cussaguet said that if guidelines for art 22 would be drawn up , they would be part ERGEG work plan.  An agreement to work on investments (incl. art 22) had been reached in principle. ERGEG was obliged to publish the draft for consultation. The document would also be available on the ERGEG website. All answers, unless containing confidential information, would be publicly available. The same open procedures would apply to all processes, whether this would concern the guidelines or access to storage et cetera. 

Tom Nijhuis asked when the conclusions of the ERGEG work would be available and what would happen to them.

Chairman Peter Plug answered that more information about the timing would be given later, as ERGEG still had to approve the work plan for 2007. The work on investments (incl. article 22) had already been approved. As soon as more information about the timing became available all participants in the IG would receive a message by e-mail informing them when they would be consulted. 

Final conclusions

He concluded that agreement had been reached on many aspects of the plans in the last two days. He felt confident that if the way in which the parties had worked together in making the plans were taken as an indication of their future cooperation, any disagreements could be successfully managed in the implementation phase. He promised that all the participants would be invited to any workshops that might be held. The regulators would make absolutely sure that all the relevant stakeholders would have the opportunity to put forward their views. He thanked all the participants for their contributions and closed the meeting. 
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