Gas Regional Initiative - Investment action plan 

02-04-2007

Communication of the operators of the North/North-West Region to the RCC

The preliminary findings of the hubs and primary capacity work stream show that a lack of capacity that allows parties to trade at and between hubs is the most urgent problem in the region. From the launch of the GRI, the operators have expressed that investment related issues have a high priority to them and would like to address them in the Regional Initiative.

Investment is a highly complex topic with a European, national but also regional dimension. While some aspects might best be dealt with at the national or European level, we believe that practical progress can be booked in the GRI because it unbureaucraticly brings together all parties involved and can provide a forum for finding pragmatic and realistic solutions.
In the paper “Overview of regulatory coordination issued by TSOs and interconnectors” we explained and highlighted a number of problems that operators/investors currently encounter in the North/North-West region, also with the help of some examples. While some of the described problem obviously have a regional implication (e.g. a regulator on one side of the border requiring additional capacities to be built on top of the committed capacities, even though these capacities will not be built on the other side of the border), other examples might appear to be “national problems”. Investment in necessary cross-border capacity in most cases requires the re-enforcement of the existing grid and/or construction of new pipelines over hundreds of kilometres; it is not just an investment at the border point. In order to bring forth such investments, a sound regulatory framework is necessary. While the regulatory framework in itself is (currently) a national issue, the implications are felt in the whole region, as the analysis of the Hub and Primary capacity work streams already showed. Like for many of the other work streams, some solutions will eventually have to be implemented nationally, yet the GRI can help identify the most pressing investment project, possible solutions and best practices, without doubling the efforts at EU or national level or the work that is being undertaken in other work streams of the GRI.
Therefore we propose below investment action plan, which we ask the RCC to integrate in the GRI. We also would like to ask the RCC to place this communication on the relevant section of the ERGEG website.
Investment project plan

For practical progress, we suggest using one of the proposed actions of the Primary capacity work stream as a starting point. There it was proposed to analyse in detail the steps needed to bring forth investment at points where contractual congestion is accompanied with physical congestion.
For the identified points, an analysis will be made of ongoing or recent investment initiatives. Where the primary capacity work stream has identified contractual and physical congestion and there have recently been investment initiatives or initiatives are still ongoing, the status of these initiatives will be described and analysed (see activity numbering A). Where these initiatives are not progressing or did not lead to an investment decision, an analysis of the reasons will be made. The analysis should lead to a plan identifying actions needed to bring forth necessary investment for individual points or groups of interconnection points. It might be possible that an investment initiative was not advanced because there was not sufficient market interest. In such cases it would need to be evaluated whether the situation has changed, requiring a re-launch of the initiative (e.g. new open season). Other possible actions could aim at improving the co-ordination between regulators and TSOs on both sides of the border where this has been the bottleneck preventing the investment to progress. Where the investment is not taking place because of flaws in the regulatory framework, best practices from the region or other regional solutions can be investigated that will then have to be implemented at the national level. The details of how the different problems can be tackled should be set after the issues are described and analysed. In the next phase, the action plans should be implemented.
Where no initiatives have been undertaken yet (see activity numbering B), a more detailed analysis of the investment need should be done (e.g. how long into the future is there no firm capacity available, does there seem to be market demand) before the most appropriate approach to bring forth necessary investments will be determined (e.g. an open season). This will be scheduled in an action plan, which can then be implemented.
	Activity 
	Description 
	Responsibility 
	Timing 

	1.
	Identification of network points
	Identification of network points where there is a possible investment need based on the analysis of the primary capacity work stream.
	Enabler Group
	1 March – 1 April 2007

	A2.
	Description of
investment initiatives
	Identification and description of ongoing or recent investment initiatives at the identified network points (status and where applicable issues per point/group of points or initiative).
	Enabler Group*
	1 April – 1 May 2007

	A3.
	Problem analysis investment initiatives
	Identification and analysis of difficulties encountered in the investment initiatives.
	Enabler Group*
	1 May – 1 August 2007

	A4.
	Development of action plan tackling identified problems
	Development of action plan tackling the identified problems.
	Enabler Group*
	1 August – 1 October 2007

	B2.
	New investment initiative analysis
	Where investment seems necessary and no investment initiative has been undertaken yet, a more detailed analysis of the investment need should be undertaken. Then an evaluation of the most appropriate steps to bring forth necessary investment (e.g. open season) should take place.
	Enabler Group*
	1 June – 1 September 2007

	B3.
	New investment initiatives action plan
	Development of action plan for the launch of new investment initiatives (e.g. time-table for a co-ordinated open season covering several interconnection points)
	Enabler Group*
	1 September – 1 October 2007

	
	IMPLEMENATION OF ACTION PLANS
	
	
	


* The TSOs of the identified network points should be involved in the Enabler Group.
� Although this project is the leading project on investment, investment related aspects can also arise and where appropriate will be dealt with in the regulatory coordination and primary capacity workstreams.
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