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Responses to Draft CAM Network Code Consultation

Consultation Response Sheet

Please complete the fields below and send via email using the subject, “Response to the CAM NC consultation” to info@entsog.eu by 3 August 2011. 

	Name

	First and Last Name: Bram De Wispelaere


	Organisation

	Company/Organisation Name: SPE N.V.

	Job Title: Sr. Manager Market Development


	Contact details

	Email: bdw@spe.be 

	Tel: +32 2 229 18 56

	Mobile: +32 498 94 83 77


	Address

	Street: Markiesstraat 1

	Postal Code: 1000

	City: Brussels

	Country: Belgium


	Question 1: Do you consider that the level of detail in the draft NC is appropriate for an EU Regulation?

	Response:
Yes


	Question 2: Should this NC set out detailed rules? If so, do you consider that where changes are necessary, they should be made through the change process foreseen in the Third Package, or (if legally possible) through a separate procedure where modifications can be made following stakeholder request and discussion?

	Response:

Taking into account the complexity and heterogeneity of national situations, it is very important that the NC can be reviewed and adjusted regularly, especially at the beginning of the process.

In that sense, the Network Code should be a living document, able to be adjusted following a lighter procedure such as the one foreseen in Article 7 of Regulation (EC) 715/2009 whereby interested parties can propose amendments to the Agency and such amendments are presented to the Commission following full stakeholder consultation


	Question 3: In your view, is it credible that principles and details of CAM mechanisms could be separately identified? What elements of this (or other) code(s) might be considered for a “lighter” change process and how might such changes be made binding?

	Response:
Yes. Especially in a start-up phase it should be possible to introduce small and or pragmatic changes (certain parameters or other technical details such as IT communication standards) in order to efficiently reach a stable and safe functioning of the capacity allocation procedures. A lighter change process, based on a feedback process and supported by a governance structure (stakeholders working groups) on a European level, should provide this possibility. 


	Question 4: How do you consider that a process to review the handbook, and to modify it where necessary, should be designed?

	Response:
A similar review process as suggested in the responses to Question 2 and 3, should be adopted. I.e. a simplified and transparent process, devoted to technical details, led by ENTSOG and approved by ACER/national regulators, with timely notification of the changes and an adequate consultation of the stakeholders.


	Question 5: Do you agree with the NC proposal for long term auctions of quarterly products? If not, please explain your proposed alternative and the rationale for this. 

	Response:

No. For long-term auctions, we strongly advice to introduce yearly products along with quarterly products. This to maintain coherence with regard to supply and commercial contracts. Relying on independent quarterly products induces complexity. It also holds a risk for market operators not to be able to secure a continuous supply on the long term since the proposal includes a possible fragmentation of the capacity on this long term (e.g. shippers could get capacity to flow gas only during summer and nothing during wintertime). We also believe that it would be easier to find an alternative solution for missing capacity for one year, than for quarters, spread out over 15 years.

Another way to provide the possibility to buy yearly quantities would be to give the option to shippers to link consecutive quarters. This option is crucial for shippers who would otherwise be exposed to a significant risk to have gaps in their long-term capacity booking while trying to match their long-term supply contracts.
Although auctioning has been specified as the standard capacity allocation procedure, we do want to express our concerns and objections against this method, especially in case there is no physical congestion on the interconnection point. Auctioning holds the risk of irrational reactions to a suspicion of scarcity of capacity, resulting in an incorrect price. Only in case of physical congestion, which only the TSO can determine, auctioning can be justified to determine the correct price for the scarce capacity. However, even in that case, we prefer an allocation process organised in open subscription periods with a pro-rata allocation. In all other situations, ideally auctioning will result in the reserve price, which essentially comes down to a complicated way to apply a first-comes-first-served (FCFS) allocation with regulated prices (reflecting the correct cost of capacity). A straightforward FCFS method therefore is our preferred method. In case of contractual congestion, which is best determined by the TSO, the oversubscribed capacity can still be offered as interruptible capacity.


	Question 6: Do you consider that the auction design set out in the draft NC includes sufficient measures to allow system users to purchase the long-term capacity they want? If not, how could the measures be improved, while remaining consistent with the FG and keeping the complexity of the auction design to a manageable level?

	Response:
No. We have some concerns regarding the determination of allocated capacity and clearing price as well as the possibility to coordinate bookings on more than one IP.
Regarding the coordination of bookings on more than one IP, the proposed design, with a 10 days window to adjust bookings, helps but does not fully ensure a successful coordination, possibly endangering the establishment of a shipping route through Europe.

Regarding the determination of allocated capacity and clearing price, we believe there is a risk of underselling or overpricing. Also, there is no need to differently treat long-term, annual monthly and rolling monthly auctions from day-ahead and within day auctions by applying two different ways to determine the clearing price and capacity. For all products we prefer the clearing price determined by the highest price step at which demand is greater than or equal to the offered capacity, with the capacity corresponding to the clearing price prorated, matching the offered capacity. 
Finally, when predetermining the price steps, it would be very important to decide the methodology to calculate them in consultation with the market participants. Moreover, a high level of precision concerning those price steps will be very important if we want a mechanism that avoid as much as possible pro-rata and under-selling


	Question 7: Do you consider that the within-day auction proposal set out in the draft NC could be improved from a user perspective? If so, what improvements would you suggest? 

	Response:

We would like to underline that the within-day auction has to be designed in coherence with the EC’s work on CMP insofar as, according to the proposals, the capacity, coming from congestion management mechanisms, will be released to the market through short term auctions (day-ahead or within day). This will be very important since liquidity is a major issue regarding within-day allocation.


	Question 8: The draft NC proposes that TSOs will implement all auction systems at all Interconnection Points (IPs). However, if no purchases of capacity are made in within-day or day ahead auctions at a particular IP over a certain period of time, do you consider that it would be appropriate to suspend these auctions for some time, in order to reduce operational costs? 

	Response:

If a standard auction system is implemented for all Interconnection Points (IPs) in Europe, there would be no incremental costs for those IP’s where no purchases of capacity are made in within-day or day-ahead auctions over a certain period of time. Moreover, flow patterns in Europe may change and demand can reappear at those IP’s. It would therefore not be reasonable to suspend these auctions, since they are not causing any additional marginal costs.


	Question 9: Do you consider that the auction algorithms set out in the draft NC are appropriate for the Standard Capacity Products to which they are proposed to apply? If not, what modifications would you suggest? 

	Response:

See our answer to Questions 5 and 6.


	Question 10: Do you believe that any of the potential alternatives described would be more suitable? In particular, do you consider that a Pay-As-Bid methodology would be more appropriate than uniform price, particularly for auctions of shorter duration products?

	Response:
SPE is in favour of a cleared price approach.


	Question 11: Under an open-bid algorithm (whether uniform price or pay as bid), do you consider that ten bids per user is a sufficient number?

	Response:
The number of bids should be open for review based on experience.


	Question 12: Do you consider that mechanisms supporting value discovery should form part of the NC? If so, which mechanisms do you believe would be most effective?

	Response:
Apart from our remarks on questions 5 and 6 we have no additional suggestions.


	Question 13: In your view, how could a split of bundled capacity between existing holders of unbundled capacity best be arranged? 

	Response:
The mechanism has to be fair and in line with the gas target model prescriptions. Moreover, and in coherence with the Framework Guidelines, the possibility should be given to the concerned shippers to find agreement between them before a certain date. Then, if no agreement is reached by that date, a simple back-up rule should apply.


	Question 14: In your view, what effect would mandatory bundling have on network users? Please provide supporting evidence, if available. 

	Response:
We prefer bundling of capacity being an option rather than being mandatory. Especially as long as the determination and offering of capacity by adjacent TSO’s is not harmonised and market mechanisms like balancing procedures are not in line between TSO’s, shippers should have the freedom to determine themselves if they want to bundle and match their capacity. Otherwise this mandatory bundling transfers risks from the TSO to the shipper, resulting in an inefficient use of the available capacity. For example: depending on the TSO, the capacity is sold at a maximum hourly rate or at a maximum daily rate. As a shipper, we don’t necessarily need a daily capacity equal to the maximum hourly rate multiplied by 24. We therefore would like to keep the possibility to determine the level on each side as an option. 


	Question 15: Do you consider that the approach to bundled capacity set out in the NC is appropriate, within the constraints of the FG?

	Response:
See our answer to Question 14.  Apart from that, the network code seems consistent with the FG.


	Question 16: Do you consider that the process set out in the draft NC for determining the sequence of interruptions is appropriate? If not, what system would you prefer?

	Response:
When TSO’s have to interrupt shippers, ENTSOG proposes that the oldest contracts prevail on the most recent ones that will be interrupted first. Then, if two shippers are on the same rank, a pro-rata system is applied.

We do not support this mechanism and considers that interruptibility should be based on objective, homogeneous and non-discriminatory rules. Therefore, we prefer the use of ranked products with progressive lower tariffs according to the priority level. The shipper chooses one or more of these products. The interruption of capacity sold in one type of product is pro rata applied to all shippers that bought that product. 


	Question 17: ENTSOG would welcome feedback, observations and suggestions related to this section of the supporting document and to Annex 2. Do you consider that ENTSOG has correctly identified the key tariff issues in these sections? 

	Response:
We do not have any additional and relevant suggestions at this stage.


	Question 18: What is your view of the process that ENTSOG has followed in order to produce the draft NC? Would you recommend that ENTSOG use a similar process to develop future NCs? What approaches would you suggest to enable ENTSOG to improve the process?

	Response:

Due to limited resources we were not able to properly follow up the design process performed by ENTSOG. We do nevertheless appreciate the offered opportunity to be involved in this as a shipper and to have the possibility to contribute in it. We experienced the availability of all documentation on the ENTSOG website as very positive and useful. 


	Question 19: ENTSOG is developing a new website and would welcome stakeholder views on how to make it as useful as possible. What are your views about the current ENTSOG website, www.entsog.eu, and what could be improved? 

	Response:

We do not have any comments


	Do you have any other comments or observations you would like to make? 

	Response:

No
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