Eni Gas & Power’s response to ERGEG’s Consultation Paper “Principles on Calculating Tariffs for Access to Gas Transmission Networks”
Introduction

Eni Gas & Power is in favour of the identification of common principles relating to transmission tariffs and charges structure as fundamental step towards the convergence of the existing national gas market in a common European market. Creating homogenous and coordinated transmission framework, in terms of tariffs and access rules is a preliminary condition to increase market liquidity, otherwise different TPA tariffs and conditions may result in a restriction of market liquidity or a distortion of cross border trade.

It’s also important monitoring the effective and coherent application of common principles once identified. 

In general terms Eni G&P agrees with the principles expressed in the document already adopted by the Italian Regulatory Authority.

All above said, we take the opportunity of answering to the consultation questions to underline some elements to detail better the general shared principles already expressed.

Responses to the Consultation questions
Question 1: Do you consider the described cost and tariff principles appropriate to achieve convergence of tariff structures and charging principles where tariffs for access to transmission networks may contribute to restrict market liquidity or distort trade across borders of different transmission systems.
Eni G&P considers the described cost and tariff principles appropriate. To better explain our vision, we deem important to consider the following points:
In terms of tariffs calculation, the principle of applying cost reflectivity avoiding cross-subsidization requires an adequate allocation of transmission costs between capacity and commodity components. A cost allocation on commodity components higher than the corresponding weigh of variable costs (as in Italian system where 30% of total costs are allocated on commodity) penalizes regular capacity users while irregular ones take advantages. Moreover, in general terms, transmission tariffs framework should guarantee grid competition, avoiding the risk of grid duplication. Furthermore with reference to cost reflectivity principle, it is our opinion that transmission tariffs should decrease with the increase of delivered volumes. In any case, the structure of transmission tariffs applied in each Member State should be homogenous and should guarantee equal treatment to customers, avoiding differences that distort industrial competition among Member States. (Nowadays in some Member States transmission tariffs decrease when volumes delivered increase, in some others, as Italy, it doesn’t happen).  
Short term capacity should be made available only at the end of long term and annual capacity contracting procedure and related tariffs should be calculated on the basis of the contractual length. Tariffs must give correct market signals reflecting system transmission costs; for this reason short term capacity tariffs should be higher then tariffs for long term transportation services and should be calculated so that all users could equally contribute to cover infrastructure fixed costs through tariffs. From this point of view, a seasonal variation of tariffs during the year, where winter tariffs are higher than summer ones, is also recommended.
Transportation on interruptible basis: relative tariffs should reflect both the expectance of interruption and the costs that system avoids through the activation of interruptions. Interruptible customers relieve the system from implementing alternative measures (i.e. storage infrastructures).
Question 3: Are the described incentives for new infrastructure appropriate? Are there additional possible concepts?
In general terms Eni G&P deems that it should be appropriate to provide adequate  incentives to build new infrastructures. All methods proposed are sharable; furthermore in general it is important to underline that in defining investment incentives, it should be avoided to introduce mechanisms to guarantee the recovery of the investment regardless the transported gas volumes. Indeed, this kind of mechanism would introduce risks of investments not directly linked to the effective capacity needs and would produce system loads.
Beside that, it is our opinion that a strong incentive for investment in new infrastructure is given by exemption from TPA service, granted in application of article 22 of Directive 2003/55/EC.
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