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Preface
This document presents comments of RWE Transgas Net, s.r.o., the holder of the transmission licence in the Czech Republic, on the Consultation Summary of the Action Plan for the South-South East Europe Natural Gas Market.
General Comments

Generally speaking we would welcome more clarity and consistency in the text. It is, for example, not clear in which way “SSE is a clear example of the regulatory differences hampering competition development in neighbouring countries” in respect of different forms of unbundling (legal unbundling without assets vs. ownership unbundling). Moreover, it is to be noted that in accordance with Directive 2003/55/EC (“Directive”) legal unbundling does not require a con-current ownership unbundling. The preliminary report to the sector inquiry does not concentrate on the different forms of unbundling but rather on the alleged preferential treatment, and transparency and confidentiality issues. We would therefore like to stress that for the regional initiative to progress forward it is crucial to pinpoint the real hindrances to market liberalisation, which needs to be done on the basis of proper analysis. 
 
Consultation Process -- Analysis of Stakeholder Positions 
We would like to express our disappointment about the way our comments on the Action Plan have been summarised and interpreted. We request that the position of RWE Transgas Net be amended as follows:

Discussion Point 1

RWE Transgas Net proposes to rethink the priorities set by the GRI on the basis of the outcome of the monitoring exercise and the case studies. Priorities should focus on work that can realistically be taken forward with deliverables. It should be clear what the objectives are, and which are the tools to achieve them.

Discussion Point 2

RWE Transgas Net complies fully with the Regulation (EC) 1775/2005 as of 1 July 2006.

RWE Transgas Net is surprised that the ERGEG suggest that any monitoring exercise in respect of needed modifications to the national legislative framework should be carried out only now as all Member States, regulators and, possibly also stakeholders should have finished that exercise before 1 July 2006.

Discussion Point 3

RWE Transgas Net believes that the Directive does not give any particular powers to the regulatory authorities in respect of legal unbundling. The relevant national regulatory authorities are only to be vested with powers in respect of the monitoring of effective unbundling of accounts.

Discussion Point 4

RWE Transgas Net believes that for the case study to bring expected results, it is absolutely essential that the respective regulatory authorities co-operate very closely from the very beginning. In fact, the participating regulatory authorities should check transportation on those sections of the profile that are not subject to their regulatory oversight. The capacity request should be based on a feasible and realistic portfolio of (end-)customers.

Discussion Point 6
The fact that there are interconnection agreements in place does not mean that interoperability issues have been solved (e.g. different Gas Days).  

Gas quality does not seem to be a problem now even if that does not exclude any problems to arise in the future as a consequence of changing flow patterns.
.
Discussion point 8

RWE Transgas Net believes that the compensation mechanism as foreseen in the ERGEG proposal is not suitable for application in the gas market due to different physical characteristic of gas flows, compared with electricity, and may indeed lead to discrimination (cross-subsidisation) of users that would contract capacity in the regional Entry-Exit system.

Discussion point 10
RWE Transgas Net believes that it would be instrumental to first have the conclusions drawn from that public consultation on the ERGEG GGP for Gas Balancing before any decision is made on voluntary implementation of any such guidelines. No special balancing guidelines should be defined for SSE REM.
 

Discussion point 11

RWE Transgas Net believes that it is not necessary to have guidelines on every aspect of gas market organisation. Transparency requirements, incl. the information management, are an integral part of all other guidelines that are now implemented or in the process of discussion.

Note: The comments by RWE Transgas Net and RWE Transgas should be kept separately.
Summary
5 routes
RWE Transgas Net does not agree with the statement that “transportation for new shippers on any of the 5 routes [defined in the Action Plan] is not possible mainly due to no available firm capacities, lack of transparency (information on available capacity) and interoperability problems (OBAs, nomination procedure).”  

RWE Transgas Net has currently firm transmission capacity available for transport through the Czech Republic. Transparent access rules are defined in the Transit Code. With regards to concrete figures on available capacity, RWE Transgas Net would like to note that the traffic light system and the published technical capacities give shippers enough information about available capacity. For example, the yellow colour means that a minimum of 5% of technical capacity is available. In combination with the relevant technical capacity of 100 mil. cm/d, this information indicates that there is a minimum of 5 mil. cm/day of available transmission capacity. In this respect, it is important to point out that confidentiality is the other side of transparency.
 

RWE Transgas Net would also like to note that transmission is not blocked by non-availability of the OBA allocation regime. The OBA is a more comfortable regime for shippers but pro-rata is equally acceptable. 

With regards to the nomination and allocation procedures, in particular the application of the EASEE-gas procedures, the key problem are the specific procedures applied by Gazexport. 
 

Regional Entry-Exit Model

RWE Transgas Net still believes that the compensation mechanism as foreseen in the ERGEG proposal is not suitable for application in the gas market due to different physical characteristic of gas flows, compared with electricity, and may lead to discrimination (cross-subsidisation) of users. In addition, it is not clear how capacity would be booked in such model. Bookings on the basis of regional Entry – Exit capacity would dramatically decrease available capacity in the region. 
 

Note: RWE Transgas Net objects to the way the study on the regional entry-exit model is introduced in the summary text. “It is recommended” does not reflect objectively the position of all stakeholders. It should be clear that the regional transmission system operators are not in favour of the introduction of the regional entry-exit tariff model and therefore do not see a reason why a study should be conducted. The message of the relevant paragraph nevertheless seems clear, namely that the regional entry-exit tariff will be established. (c.f. “Until a Regional Entry Exit System can be established, harmonised regulatory tariff treatment shall be implemented according the ERGEG proposal expected for early 2007 under the current legal framework.”)
Conclusions

For the regional initiative to progress forward it is crucial to pinpoint the real hindrances to market liberalisation, which needs to be done on the basis of proper analysis.

Statements like most stakeholders and all stakeholders should be avoided. It should always be clear which stakeholders these are (e.g. TSOs, traders, regulators).[image: image1.png]



� c.f. summarising text by ERGEG: “RWE Transgas Net does not suggest any new priority. They are explaining how our priorities should be driven to reach the goal.”


� c.f. summarising text by ERGEG: “RWE Transgas Net complies fully with the Regulation as of 1 July 2006. They are surprised that ERGEG only now suggest a monitoring exercise regarding Regulation 1775/2005.”


� c.f. summarising text by ERGEG: “RWE Transgas Net believes that the Directive does not give any particular powers to the regulatory authorities in respect of legal unbundling of accounts.”


� c.f. summarising text by ERGEG: “Co-operation of regulatory authorities is absolutely essential. Regulatory authorities should check transportation on those sections of the profile that are not subject to their regulatory oversight.”


� c.f. summarising text by ERGEG: “The fact that there are interconnection agreements in place does not mean that interoperability issues have been solved. Gas quality does not seem to be a problem now, but in the future it may be as a consequence of changing flow patterns.”


� c.f. summarising text by ERGEG: “Entry exit system is not suitable since it would lead to discrimination (cross-subsidisation) of users.”


� c.f. summarising text by ERGEG: “ERGEG guideline should be used after conclusions having drawn from consultation. It is not clear, why any other guidelines for balancing should be defined for SSE REM.”


� c.f. summarising text by ERGEG: “The existing Guidelines for Good Practice should be sufficient for transparency and information management. These guidelines have also been largely implemented by TSOs and SSOs.”








