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1. Opening

1.1. Approval of the agenda

The agenda was approved.

2. Update on the progress for preparing the pilot framework guideline 

Mr Boltz gave a small introduction to the process of the pilot framework guidelines. The CEER General Assembly approved the documents concerning CAM and CMP. The public consultation on the pilot framework guideline will start on 18 December and will last for 10 weeks. He informed the participants about the next Madrid Forum, and that presentation that will be given on CAM and CMP. A stakeholder workshop is planned at the end of January/ beginning of February in order to discuss the pilot framework guideline.

Mr Boltz informed the participants of the meeting about 2 new framework guidelines which will be requested from the European Commission in 2010: one on the balancing and the other most probably on tariffs.

3. ERGEG Draft pilot framework guideline – Comment by expert to draft framework guideline

The objectives of this meeting are to discuss the proposals included in the work paper,  to discuss the concrete input sent by experts, and to discuss the questionnaire which will be a part of the public consultation. ERGEG representatives informed the experts that not all comments had been taken into consideration. 

Main elements of debate were on the scope of the framework guidelines, existing contracts, capacity products and the debate between auctions vs. pro-rata allocation.

With respect to the scope the main comments of the experts were made on the following issues: 

1. Interconnection points within the EU (storage, LNG were requested to analyse)

2. TSO cooperation

3. Communication procedures

Debate on existing contracts

With respect to the existing contacts, the main point of discussion was the adaptation of the existing contracts. One of the experts expressed that existing contracts should be out of the scope of the framework guideline for security of supply reasons: one expert argued that long term take or pay import contracts require secured access to capacity. Most of the experts disagreed with this point. They expressed that the security of supply argument should not be used for preventing competition to develop. But it is recognised that commitments from gas supply agreements underlying the existing transmission contracts have to be taken into consideration. Most of the experts agreed that changing the existing contracts is crucial for the competition on a level playing field. They also agreed that any tacit extension of these contracts should be totally excluded for all capacity contracts. This would open a way to strong incentive to voluntary release of capacity for a market-based allocation. ERGEG agreed that the adaptation of existing contracts should cover the relevant main commercial conditions.
Some experts expressed that the word “contract” is misleading and should be formulated in another way. The experts also discussed what changing existing contract means, and how these contracts have to be changed. 

A majority of experts reiterated the importance to have standardised communication procedures between TSOs. 

Debate on capacity products

Concerning capacity products ERGEG recalled the target model, where bundled capacity products would be offered at every interconnection point. There would be a small set of capacity products of various durations. Concerning the interruptible capacity products, the characteristics listed in the framework guideline will have to be specified in the network code.

With respect to the offered products on day-ahead or even within-day basis, most of experts strongly recommended the need for intra-day products which could serve as an essential tool for trade between market places. Concerning the interruptible capacity, harmonisation of procedures is seen as useful. At each interconnection point only one rule should exist to define how interruption is implemented (which contract is interrupted first). 

The experts voiced a preference for firm capacity products. The interruptible products are seen as an addition to firm products; their utility relates to transparency about the probability of interruption.  Efficient CAM should mean a maximisation of firm capacities. They also expressed that a consistent approach is needed for both firm and interruptible capacities. The standards should be defined also for interruptible capacity. One of the experts was of the opinion of differentiating between different levels of interruptibility. Though it is not part of the CAM Framework Guideline, the issue of different tarification was also raised by some experts, i.e. that once new CAM and CMP rules are in place, interruptible capacity products shall be offered at a lower price than firm capacity products as they can be seen as a “left-over” after the allocation of firm capacity products (as the probability of interruption may be increased due to the maximisation of firm capacity products).  This issue – according to the experts – underlines the strong interconnection amongst the different Framework Guidelines currently being or soon to be developed.
With respect to combined products, ERGEG has a strong preference to move to trading at virtual hubs which means that trading at flanges should be phased out. Some experts would prefer to have both trading possibilities. Some experts pointed out that promoting trading at virtual hubs could give an advantage to producers.
Concerning the booking platform, most experts agreed on keeping few (1-2) platforms. TSO representative saw it skeptically and difficult to reduce the number of platforms due to high implementation costs.

Differentiation between primary and secondary capacity is essential, the primary capacity is in the hand of TSOs, while secondary capacity is at user’s hand. There must be a consistency between the offered products. The experts recalled the necessity of the same level of transparency for both primary and secondary market, especially concerning tariffs.

Capacity allocation

As already discussed at the first meeting, the majority of experts had a clear preference for auctions. Some mentioned that leaving two different allocation methods could create problems, which advocates for having only one allocation mechanism. Defining criteria under which certain markets should apply pro-rata and others auctions might be difficult. In addition, it was argued that if there were an effective congestion management, there would not be any need for pro-rata.

However, some experts were in favor of pro-rata allocation and considered it is important to leave this possibility opened, in particular in case of market dominance and risk of market foreclosure.  It was also underlined that having max. 2-3 capacity allocation platforms would ease the situation. ERGEG expressed its view on keeping the flexibility and keeping it open for instance between auction and pro-rata allocation.

It could be a TSOs’ role to design one single model (auctions or pro-rata) when preparing the codes; ENTSO-G will have to decide on the level of details and if further harmonization is needed. The discussion showed that TSOs would request more prescriptiveness from ERGEG in this respect. ERGEG stated that the outcome of the public consultation would provide more information on this question. 

Concerning the auction revenues, some experts requested to differentiate between contractual and physical congestion before deciding on using revenues to invest. Different views were expressed on how to use auction revenues, including the option to use them to feed an European fund dedicated to investment on the European gas grid in order to incentivize TSOs to invest. One expert warned that auction revenues must not be used to decrease tariff since it would benefit to the holders of existing capacity rather than to the investment.
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