Data appendix for ERGEG North-North West (N-NW) Gas Regional Initiative workshop: 8-9 February 2007, Bonn

Workstream: Gas balancing market interactions

Introduction

Gas balancing interactions was identified as one of the priority areas of work for the N-NW Gas Regional Initiative (N-NW GRI).

A questionnaire was sent to stakeholders in November to gain a better understanding of the issues associated with gas balancing.  18 responses were received from TSOs, shippers, traders, suppliers and customers.  Non-confidential responses are available on the ERGEG website.

This data appendix provides a summary of the key issues raised by respondents to the questionnaire.  It should be read in conjunction with the gas balancing facilitation paper that has already been circulated for the Bonn workshop.
Summary of responses to the questionnaire

Respondents were asked to identify, for each interconnection point that they use between connected networks, issues associated with the interaction between gas balancing mechanisms – including differences in:

· Balancing periods;
· Nomination/re-nomination regimes;

· The way allocations are derived;

· How imbalances are calculated;

· How imbalance prices are calculated;
· Tolerance levels and services offered;

· The market mechanisms in place for balancing; and
· The information provided either side of the interconnection point.
Respondents were also asked to rate the difficulty caused by the differences (from 1 for “not difficult at all” to 5 for “extremely difficult”).  They were also asked whether there would be benefits from harmonising balancing regimes.
A number of respondents did not provide ratings in all instances – or different figures for the same issue depending on the interconnection point they were looking at.

The table below provides a summary of the scores provided by respondents.
	Issue
	Average score*

	Balancing periods
	2

	Nomination/re-nomination regimes
	2

	The way allocations are derived
	3

	How imbalances are calculated
	2.5

	How imbalance prices are calculated
	3

	Tolerance levels and services offered
	2

	The market mechanisms in place for balancing
	2.5

	The information provided either side of the interconnection point
	3


*Note: where more than one score is provided for an issue (i.e. more than one interconnection point) it has been averaged.  Average is derived from dividing total score by number of answers to each issue (rather than total number of respondents).
Some observations on the responses
A significant number of the problems identified by respondents appear to relate to the operation of a gas balancing mechanism within a specific country rather than the interaction across interconnection points.

These problems include:

· the way in which allocations are derived – it would appear that there are problems in the way in which allocations are allocated in some regimes with some significant delays between initial allocation and final invoices being issued; and
· the way in which imbalance prices are calculated or the lack of liquid, market based mechanisms.

ERGEG’s final guidelines for good practice for gas balancing (GGPGB) set out guidance for TSOs and NRAs in the design of gas balancing mechanisms.  Many of the issues associated with the operation of gas balancing mechanisms within a network are covered in the GGPGB.  Application of the GGPGB could lead to better designed gas balancing mechanisms within a network.

Some problems were also identified with the interaction between networks within a particular country – e.g. differing tolerance levels in Netherlands for different sized shipper portfolios and in Germany’s super-regional systems.
Some problems were identified (e.g. between National Grid and IUK) in the nomination/re-nomination regime (lead times) which could give rise to missed trading opportunities and reduced liquidity.

Some respondents pointed out that it would desirable if there was a move to daily balancing based on liquid, within day markets.  The GGPGB indicate that the choice of balancing period must be based on a number of criteria – crucially the safety and security of the system.  It also suggests that all other things being equal daily balancing is preferred.

Differences in gas balancing periods was identified by some respondents as a problem but it was not considered a significant issue – mainly due to transparent and well defined arrangements.
There are some differences in the level, way and frequency of information provision between connected networks.  This appears to give rise to some problems of risk management/ability to take effective gas balancing actions.

