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Ref: E07-TNI-01


North-West Gas Regional Initiative

Primary Capacity Markets WS
Belgian-French Interconnection point 

Blaregnies / Taisnières

And

German-French Interconnection point 

Medelsheim / Obergailbach

Synthesis of the answers to the questionnaires to shippers
Synthesis of the answers to the questionnaires
The questionnaires for the interconnection points of Blaregnies / Taisnières and Medelsheim / Obergailbach were sent to shippers on 5 December 2007 for response by 21 December. Thirteen answers were received from the following shippers:

· Centrica

· ENI

· ENOI

· Essent

· Gaselys

· Shell Energy Europe

· SPE

· Total Gas and Power

· VNG

· Four confidential responses were also received. 
Responses are presented by topic area. This allows ensuring confidentiality in those cases where respondents did not want their names to be published whilst taking their views on board.
The following synthesis is derived from the responses and respondents proposals which are relevant for both interconnection points of Blaregnies / Taisnières and Medelsheim / Obergailbach. 

I. Problems faced by the respondents
A. Firm capacity products

The main concern expressed by the respondents is the difficulty to get access to firm transmission capacity, for single interconnection points as well as for whole transit routes. For the coming three years, there is no available firm capacity at the IPs of Blaregnies / Taisnières and Medelsheim / Obergailbach on the Belgian and German sides. According to the respondents, this represents the most serious barrier to the development of an active market and to the activity of new entrants. A majority of respondents therefore state that the most needed products are medium to long term firm capacity in order to build their portfolio and / or to realise arbitrages. Interruptible capacity products, even if they are interesting, are too risky or not adapted for that.
This high demand for firm capacity is further evidenced by the fact that some shippers would welcome additional capacities at Medelsheim / Obergailbach.

The differences between the capacity products offered by the adjacent TSOs are another matter of concern for shippers. For example, one TSO may offer entry-exit capacity products whereas its adjacent TSO offers point-to-point products. Another example is the reservation notices for the various kinds of capacity products, which differ on each side of the border: respondents state that, whereas the reservation is instantaneous on the French side, capacity on the German side can only be booked with a ten day notice and that, in average, it takes more than two weeks to book capacity at Fluxys. This makes day-ahead booking and hence short term arbitrages difficult.
Considering the relatively low utilisation rate at the IPs of Blaregnies / Taisnières and of Medelsheim / Obergailbach, some respondents propose that the interruptible capacity at these interconnection points should be replaced by mid and long term firm capacity, e. g. through long term UIOLI or releasable capacity. 
B. Other capacity products and congestion management procedures

According to many respondents, most of the capacity products other than firm – interruptible, conditional, short term or releasable capacity products – and congestion management procedures – short and long term UIOLI, secondary market – do not work well or do not even exist at all. Moreover, when they exist, these products and procedures are mostly not coordinated between adjacent TSOs. 
In addition, some respondents report that the differences between transport capacity products and their variable availability on each side of the border currently represent the most important difficulty.
Apart from the lack of coordination between TSOs, the main problems raised by the respondents are the following:

· Interruptible capacity: Even if interruptible capacity does not represent a satisfying solution for most shippers, who primarily need firm capacity, it is welcomed as a useful tool to optimize the utilisation of the capacity. 
The main obstacles for well functioning interruptible capacity products are the different interruptibility criteria and methodology between adjacent TSOs, the lack of transparency, which makes the assessment of the interruption probability difficult, and the different pricing schemes for interruptible capacity on each side of the border.
· Short term capacity services : Some respondents state that they do not exist in Belgium or Germany
· Congestion management procedures:

· Concerning short term UIOLI procedures, many respondents state that they do not exist in Belgium or Germany
· Concerning the market for secondary capacity, most respondents state that there it does not work well and that the bulletin boards are always empty most of the time.
C. Transparency
For most respondents, the level of information provided by GRTgaz is overall satisfactory, whereas it has to improve in Germany and Belgium, as information about capacity availability, gas flows, booking and allocation procedure is often partial or imprecise.
II. Proposals made by the respondents

A. Capacity products and congestion management procedures
Having raised the above mentioned issues, many respondents propose possible improvements. 

As a general matter of fact, most respondents would welcome a harmonisation of the capacity products and of the congestion management procedures offered by adjacent TSOs. For these respondents, any harmonization in the way these products and procedures are handled is considered as paramount to the development of regional market. Such a harmonization could be achieved through the following measures, which are proposed by various respondents:
· General proposals: 
· Bundled products: For each kind of capacity product, some respondents ask for of a unique cross-border product to be introduced, that could be booked at once by shippers (bundled product). TSOs would have to organize the split on their own, by implementing the same allocation methods, based on the same basic operational rules  and with the same maturity;
· Capacity allocation mechanism: One respondent favors an allocation procedure in the form of an open subscription period (OSP), and pro-rata allocation in case of congestion, similar to the one adopted by GRTgaz, rather than the “first come, first served” allocation methodology;
· Harmonisation of reservation notice: One respondent proposes reservation notice to become quasi-instantaneous, as it is the case on GRTgaz.
· Capacity products other than firm
· Interruptible capacity: Interruptibility criteria should be the same on both sides of the border in order to have similar risks of interruption. The following proposals are made by various respondents:

· Harmonisation of the interruptibility criteria by universally using the “last come, first interrupted” methodology, as it is the case on E.ON Gastransport, in order for the shipper to better assess its interruption risk;
· Set up of a standard scale of the interruption risk in order to decide if it is suitable for the shipper to book or not a capacity on an interruptible basis;

· Establishment on the same principles (e.g: prorata reallocation) and parameters (e.g: temperature limits) of the climatic and technical conditions to invoke the interruptibility;

· Publication of the aggregated nominations for D and D+1 and on historic interruptions in order to better anticipate the interruptions;

· Utilisation of harmonised protocol and format to publish the available interruptible capacity (on daily, monthly and annual basis) at the interconnection points for both directions;

· Pricing of the interruptible capacity at a discount and according to the same pricing principles on each side of the border.

· Short term firm capacity: Some respondens propose to extend to adjacent TSOs the firm short term product (one year maturation, bookable with a notice of six months) offered by GRTgaz. This would be a long term solution, as firm capacity is totally booked in Germany and Belgium for at least the next 3 years. Therefore, alternatives solution for getting access to firm capacity, as long term UIOLI and releasable capacity, are necessary.

· Congestion management procedures
· Short term UIOLI: The interruptible short term UIOLI product of GRTgaz is appreciated by some shippers who suggest to use its characteristics to harmonise the short term UIOLI products of the adjacent TSOs.

· Long term UIOLI: One respondent makes the following proposal to implement a long term UIOLI procedure:
1. Examination over 12 months of the utilisation rate of the firm capacity by shippers who have booked more than 20% of the total firm capacity;
2. If the utilisation rate is below 80%, possibility to release part of the booked capacity (=booked capacity – used capacity x 1,05) to shippers who were not allocated the yearly and multi-yearly firm capacity they asked for;
3. The shippers concerned can refuse to release the capacity if he can justify why (new supply contract, exceptional past temporary circumstances…);
4. The shipper asking for releasable can appeal against this refusal before the regulator.
· Releasable capacity. Many respondents appreciate releasable capacity, such as that offered by GRTgaz, despite its potential problems such as the difficulty and the consequences of breaking long term contracts. They propose to extend it to all adjacent TSOs for providing additional firm capacity on the medium to long term.
· Secondary market: Some respondents propose the development of at least a single bulletin board for cross-border capacity or, better, of a single standardised trading platform. One respondent regrets that, for some TSOs, the current rules do not give the possibility to transfer capacity with the same short notice time as the GRTgaz system
· New capacity / Open season: On the long run, on respondent proposes to regularly assess market demand. This should be achieved through coordinated open seasons to be held every 5 to 7 years, in order to give the possibility for new entrants to enter into the market and to accompany the development of the consumption. During these open seasons, capacity holders should have the possibility to bring back to the market some of the capacity they booked before.

B. Transparency

Some respondents require the capacity and flow data be freely available online. One respondent proposes that level of transparency of GRTgaz should be used as a ‘best practice’ example. Many respondents wish to have a clearer view on the interruption risk and on the application of UIOLI procedures.
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