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Dear Sir, Dear Madam,

Ref.  ERGEG Public Consultation on “Gas Transparency Monitoring”

Centrica welcomes the opportunity to contribute to ERGEG’s November 2007 consultation on the monitoring of gas transparency requirements. 
Centrica is a strong advocate of European energy market liberalisation, a key contributor of which is transparency of gas market information.  
In addition to our activities in our home market of Great Britain, Centrica’s existing European gas activities are concentrated in the north west of Europe, in the Benelux market area and more recently in Germany. 
Centrica considers it important that gas transparency requirements are monitored on a regular basis, not only to ensure that transmission system operators (TSOs) comply with existing requirements but also to assess whether information requirements are fit for purpose given the status of market development.  For a true internal market to develop in Europe it is essential that market players and regulators keep abreast of (and comply with) best practice and adapt and refine requirements as markets evolve. 
Centrica therefore welcomes the work conducted by ERGEG to monitor compliance with the Gas Transmission Regulation 1775/2005, as well as the report it compiled on potential additional transparency requirements.  We note that some of these suggestions have already been included in the European Commission’s proposal for an amendment to the Gas Transmission Regulation as part of the third package of energy market legislation, notably the removal of the ‘less than three shipper’ rule and the extension of the Regulation to cover storage and LNG facilities as well as gas networks. 
Our responses to the questions raised in the consultation are set out below.
1. General

1. Do you consider the existing transparency requirements to be sufficient?

No; despite a significant improvement in information provision by many TSOs over the past 18 months, there are a number of areas where more detailed and/or further requirements are needed to ensure that all TSOs are providing shippers with the information they need. 
The format in which information is published is also important.  This should be as user friendly as possible.  For example, distributing data in “pdf” documents decreases its usability for shippers. 

On a matter of language, we support ERGEG’s recommendation in its 5th June 2007 Input to the 3rd Legislative Package (Paper 6) for an amendment to the Gas Transmission Regulation to include a requirement for information to be published in English as well as the national language.  As shipper activity often requires details of gas flows to and from neighbouring systems (including those in other Member States where the shipper may not be directly active), publishing information in a common language across the EU would enhance market transparency. 
2. Are the existing transparency requirements too prescriptive?

No, common EU requirements need to have sufficient detail to ensure that shippers are provided with the right information in a user friendly format (as stated above).  Prescriptive transparency requirements contribute towards market harmonisation by guaranteeing that information is published in a standard form and manner across Member States.  European markets are increasingly interdependent; cross border flows are essential to meet market demand.  Harmonisation of information provision through prescriptive requirements is in our view essential to the further development of the European gas market. 
3. If not, what are the areas where more transparency is needed?

The ‘less than three shipper’ rule is one of the main obstacles to ensuring that shippers are provided with the information they need.  Even if a shipper does not currently use a particular point, capacity information and flow rates relating to that point are essential for shippers wanting to fully understand a particular market area or region.  The availability of current and historical information on all regions is a vital consideration for shippers planning future activity, including market entry. 
Centrica believes that the ultimate objective should be the removal of the ‘less than three shipper’ rule. 
In the interim, improvements could be made through stricter application of the existing rules. As ERGEG states in its monitoring report, compliance with the transparency rules is unsatisfactory.  In particular some TSOs have not applied to the national regulator for consent not to publish on the basis of the ‘less than three shipper’ rule.   We would welcome guidelines from ERGEG that include a recommendation that national regulators publish their conclusions on any such application.  TSOs should not withhold information unless explicit consent has been received from the national authority; the signing of a confidential agreement with a shipper is not sufficient approval.  To this end we strongly support the wider European implementation of the guidelines developed by the regulators in the North-North West regional initiative with a view to ensuring a consistent assessment of applications under the ‘less than three shipper’ rule.  
We also believe that alternative ways can be found in the short term to ensure that market participants can get an accurate overall view of the market.  For example, where detailed data cannot be published, aggregate data is a good alternative. However the level of aggregation must be sensibly judged and approved by the regulator for each individual case.  We would not wish to see data being aggregated for more than three points at a time, and preferably only coupled together on the basis of geographic proximity.  The provision of data at only balancing zone level should be discouraged, especially as balancing zones are being merged in a number of Member States to cover ever larger geographic areas for the purpose of increased market liquidity.  At the same time we would not want to see the 'less than three' rule being used to prevent the publication of data for single balancing zones. 

Another key factor to improve the quality of information being published is a recommendation that TSOs must include all capacity bookings in calculating the number of system users at any given point. For example, TSOs must not discount shippers with only short term or interruptible capacity in their calculations. 

As market competition develops it is likely that the number of users increases, thus making the ‘less than three’ rule redundant in time.  However it is also feasible that at certain points the number of users could decrease below three.  To avoid a situation where points which previously had full data disclosure may revert to non publication, we would strongly prefer that once the number of users at any given point reaches three that publication of information relating to that point should be a permanent requirement, even if the number of users falls to two or less at a later stage. 
We also agree with the need, highlighted in the 9th October 2007 ERGEG monitoring report, for greater enforcement of transparency requirements by individual national regulators.  We note that only one Member State reported to ERGEG that it had actually imposed sanctions for non-publication of information, despite most regulators and stakeholders agreeing that transparency was an area that needed improvement.  Where a national regulatory authority elects not to impose a sanction, it should be required to publish its decision, thus improving transparency of regulatory decision making.
Users
4. From a user’s perspective, is the information provided by TSOs in line with your own observations, especially with regard to usability, completeness, updating and coverage of information/data provided?

We acknowledge the efforts made by TSOs to improve the level of transparency.  However the TSOs are not best placed to judge the user friendly nature of the manner in which data should be published.

We agree with ERGEG’s conclusions in the 9th October 2007 report that greater implementation of Regulation 1775/2005 is required and that more could be done to ensure that the information provided under transparency regulations is fit-for-purpose. We believe that it would be reasonable to require that all information provided should be available in a downloadable format suitable for data handling activities.
Some of the key issues for shippers include information on (recent) historic daily flow rates, precise level of unbooked capacity, likelihood of interruption (in the case of interruptible transportation capacity) and real-time balancing information.
5. What are the areas where further improvement by the TSOs is needed to ensure better usability of the information provided?

Greater standardisation on how information is presented and accessed is essential for future market development.  There are two key issues here.  

Firstly, on some interconnector points, there are problems in matching the flow data between the two Member States.  For example, on the French-Belgian interconnection at Blaregnies/Taisnieres, the data from the two TSOs cannot be matched.  It is not clear whether this is due to the application of the ‘less than three shipper’ rule by Fluxys or whether the data is incomplete. 

Secondly, all non-user specific information, including capacity and flow information, should be published openly on the internet and be free at the point of use.  TSOs should not use special software or data-bases that require user-sign up for this purpose, as it is a barrier to information dissemination and hence a barrier to potential market entry.  For example Centrica has encountered problems in the Netherlands where in order to access some of the GTS databases, Centrica would have to sign contracts that expose individual employees to significant liabilities.  Similarly within the Fluxys system, only shippers who currently hold capacity at a given point have access to information on that point. 
6. From your own experience, which are the transmission systems with congestion where historical capacity information is not available and/or the probability of an interruption is not transparency?

Centrica has assessed the level of information transparency in those north-west Continental markets where it has direct experience given its current business structure, namely Belgium, Germany, France and the Netherlands.  For completeness we have looked at publicly available information from other TSOs in other Member States with cross border flows to/from these markets, as well as Ireland which interconnects with our core market in Great Britain.

Our assessment comprised the information freely available, i.e. without registering as a user with the TSO or requiring access to a particular database. 
Compliance with the Gas Transmission Regulation varies greatly between TSOs.  At one end of the scale are TSOs from Great Britain, Denmark, France and Ireland which appear to have full daily (or even hourly) data freely available.  In the middle are those in Belgium and the Netherlands which have some data missing due to the use of the ‘less than three shipper’ rule, and Spain where only total system data is available.  At the other end of the scale is Germany where TSOs either publish nothing at all or else limit the availability of information to monthly data for only those points with three or more shippers. 

Our observations on individual Member States are included in a confidential annex to this response.  
7. Taking transparency forward, what is it that you as users would like to see (e.g. single secondary market platform, specific pieces of information etc.)?

For Centrica, the key requirements to ensure information transparency in the gas market include:

· Removal of the ‘less than three shipper’ rule (as envisaged by the third legislative package).

· Greater harmonisation of the way in which data is published.

· Ensuring that all information is also available in English in addition to the national language, as recommended by ERGEG.

· All non-confidential data to be published openly on the internet, in a usable format and free at the point of use (as for electricity system data in Great Britain).

· Online publication of detailed system maps, clearly showing all entry, exit and interconnection points and consistent naming of those points would help transparency considerably. 

We were encouraged by the initial work that GTE had done on its transparency platform.  However when this is eventually working it will be dependent upon the accurate and timely publication of information by the individual TSOs on their own websites.  The ‘less than three shipper’ rule remains a barrier to the GTE transparency platform working.

The Gas Transmission Regulation has been a key stepping stone in making standardised information available to users.  However as is stated in ERGEG’s monitoring report, compliance with the transparency requirements of the Regulation is incomplete, especially in some Member States.  To allow European energy markets to develop, it is important that information is available freely to all existing and potential system users across all markets.  Without a consistent approach, the uneven pattern of market development across the EU’s Member States will continue.  We thus strongly support the work undertaken by ERGEG to monitor compliance and to propose improvements to the transparency requirements.    

I trust that you find this response helpful.  Please do not hesitate to contact me if you would like to discuss any issue raised in more detail. 
Yours faithfully,
Carys Rhianwen

European Regulatory Manager
Email. 

carys.rhianwen@centrica.com 

Mobile. 
+44 7979 566325
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