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Reinforcing the EU Security of Supply -
European Commi ssi onos
proposal on gas storage
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Contextof the proposal

A Russian military aggression against Ukraine.

A Underground storage important resource
for security of supply and the Union.

A A gap of 10% before/during the winter

A Worries about the summer/winter spread
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Storageproposalc key elements

An enhanced gas SoS architecture
based on the following elements:

o0 atarget:80-90% In Nov. for 2022/23 onwards new!

o a filling trajectorywith control points new!

0 a set of toolsfor Member Statedo fill storage Inclu new!
o Includingincentives

o deterrentsanctionsandfines new
o certification new
0 a reinforcedmonitoring system new

new!
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Reachinghe Novembertarget

Trajectories to monitor with flexibility | ‘
Depends on the filling level in the early filling season and the individualinjection curve4

of each Member State
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Storageproposal Toolsfor Member States

{

Member States should takall necessary measuregat canbe: 4

o

obligation on storage owners tender capacities
obligation of gas suppliers foninimum storage

obligation on TSOs fourchase strategic stock®r the safe
operation of the system

obligation on capacity holderstodza S A U 2 NJ f
usingplatforms for the purchase of LNG

Incentives / compensation to market participant®r
shortfall of revenues
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Storageproposalc burden-sharing

{

A Insurance everyone benefits, everyone contributes. 4
A A fair balance, including for MS with high storage capacities.
A Hybrid targets: capacity and consumption
A Member States without storage
0 Jore at least 15% of annual gas consumptionMember States
with storage(unless technical limitationse.g. no connection,).or
(derogation)...
o Other burdensharing mechanisncan be agreed on bilateral
basis based oprotected customers volumes, technical
limitations
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Adaptation to the energy transition and new riskg.(.cybersecurity) s |
Extended to renewable gases, future common cybersecurity rules in the gas sector.
Making solidarity operational

Default arrangements applicable if no bilateral arrangement agreegoskcontrol of
compensation.

More effective gas storage, enhanced European role of storage
Part of mandatory risk assessment, agreed at regional level.

Joint procurement of strategic stockenabling or stockacking provisions
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CEER Reflection Paper on Regulation of
Long-Term Energy Storage from a Sector-
Coupling Perspective:

Lessons from gas storage

Benoit Esnault (Vice-Chair of the ACER-CEER Gas Working Group)
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ACERE CEER Purpose of the paper on long-term
storage from a regulatory perspective

Regulators

A Develop an analysis of storage regulation based on the experience of gas storage

A Issue identification

Define storage: taking a quantity of energy at a given moment to deliver it later according to needs

Storage timing from a sector coupling perspective: continuum between very short term and season (including few
days, few weeks)

U Specific focus on gas storage, including its application to hydrogen

A Relevant parameters to address regulation

U Technological options and their economic characteristics: economies of scale, contestability
U Market design and business models
U Investment and infrastructure planning

A Lessons from national experiences

U Case studies: Czech Republic, France, Germany, Italy, Spain, Great Britain
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Main topics

Why and how to regulate

AThe role of storage in energy
systems

A Market vs system value

AMarket failures & essential
facility concept
A Technological options

ARole of storage in various
business models

Findings from gas storage

A Diversity of situations

A Third-party access regimes in
the EU: regulated or negotiated

A Strategic storage & storage
obligations

A Combination of market-based
allocation and cost-recovery
measures
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CEER < Various technological solutions

A There are several technological options

U From short term to season
U Small to large volumes

U Combine storage of electricity and
storage of gases (including hydrogen)

A The value of storage

U Market value: short-term and seasonal
price spreads (arbitrage purposes or
participation in balancing markets)

U System value: insurance value (security
and quality of supply), system
optimisation (cost savings allowed by
storage use), and environmental benefits
(avoid VRES curtailment).

Discharge Time

1Year

1 Month

1 Day

1 Hour

1minute | Flywheel

1kWh 10kwh 100 kWh

- Batteries

1 MWh

10MWh 100MWh 1GWh 10GWh 100GWh 1Twh 10TWh 100 TWh

Storage Capacity
Source: School of Engineering, RMIT University (2015)
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ACEREE  cer How to address storage regulation?

of Energy Regulators

Regulators

A Regulatory intervention has several purposes
U Address detrimental market failures
U Grant access to essential facilities
U Correct insufficient valuation of externalities leading to wrong anticipations from market actors
U Regulation should avoid distorting competition with other flexibility sources
U Deal with gaps between market and system values

A Obijectives of regulation
U systemdbs management optimisati on
U security of supply
U supporting competition among energy suppliers

A Role of system/infrastructure operators
U Grant third party access when relevant
U Ensure the continuity of supply

u Questlon about the link between services and dedicated assets: LNG terminals provide examples of _
speci fic services associated with the Ainternali s:
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CEER Lessons from underground gas storage

Regulators

A Regulation differs between countries, according to the level of competition and the réle of storage in the value chain

A Infrastructure planning: co-optimisation of transmission and storage
U Natural gas upstream cannot provide all the needed flexibility (peak demand above the maximum supply capacity)
U Underground storage is a necessary buffer in many countries

A Storage secures gas trading; it has been vital for wholesale market development

A TPAregimes
U Regulated vs negotiated access

A Security of supply (where regulated)

U In some countries, the measures aim at securing the amount of gas in storages at the beginning of the heating
season

U Storage obligations vs strategic storages
U Strategies to maximise market-based storage booking and filling (low reserve prices)

U The cost of security of supply is recovered from consumers benefitting from it (who have the most variable demand
profile)
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ACERE  ce Recommendations

of Energy Regulators

Regulators

A Long-term planning:

U Storage needs and means should be integrated into the network planning process based on
scenarios that incorporate assumptions on supply and demand profiles and the expected level of
supply reliability.

A Existing assets as a lever for RES development:

U Relying on existing gas facilities to maintain a high level of security of supply and gradually
substitute natural gas with decarbonised solutions, making gas storage a transitional lever to
maximise the use of renewable energies by avoiding conversion losses.

A Identifying the relevance of regulation:

U Energy storage may be regulated if there is a risk that individual decisions do not lead to
appropriate capacities or volumes of stored energy.

ulf the systemdés overall efficiency I s 1T mproved

facilities, then third party access or storage services might be put in place.
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CEER Recommendations

Regulators

ACER

European Union Agency for the Cooperation
of Energy Regulators

A Storage support to competition:
U With the development of intermittency, it may be more difficult for suppliers to meet their obligations to

their customers and the system (particularly balancing commitments).

U Storage could therefore get a renewed importance in terms of competition: in terms of the market
pl ayersodé competitiveness, access to storage

A Measures dedicated explicitly to security of supply:
U If there is a risk of under-sizing or insufficient energy storage for security of supply purposes, possible
measures, such as strategic storage or guarantees of a minimum level of storage, may be taken.

U Allocating capacity at market value via well-designed auctions, for instance, could also promote high
volumes of stored energy, completing cost recovery from the categories of consumers who benefit from

security of supply.

may

A Dynamic approach to regulation:
U European regulators are aware of the extent of the uncertainty affecting future developments in the
European energy system. They, therefore, advocate a dynamic approach to regulation, which allows
the regulatory framework to be adapted to market circumstances and industry needs.
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ACER Report on National Storage Usage
and Regulations across the EU

Juan Lopez Vaquero (Policy Officer - Energy Infrastructure, ACER) and
Chris Cuijpers (Advisor, CREG)

21



ACEREH | CEER Aim, Scope, Data Sources

of Energy Regulators unc rope:
-nergy Regulators L

AGet an updated picture of gas storage use and regulation in EU-27: collect factual updated
information for ongoing debate on storage, for info sharing

AVerify data used in ENTSOG WSO 2021-2022 (1 October 2021)
AComplements the CEER paper on LT storage

AGeneral indicators on storage (availability, use, types and location)

AType and description of storage regulation

AValidation of ENTSOG WSO and AGSI+ data

A Storage obligations (capacity booking obligations, supplier obligations, strategic storage)
AMonitoring and compliance with obligations

A Tariff regime, capacity products

AOngoing national discussions to revise storage regulation/obligations

A18 NRAs (100% coverage of MS with UGS): Austria, Belgium, Bulgaria, Croatia, Czechia,
Denmark, France, Germany, Hungary, Italy, Latvia, Netherlands, Poland, Portugal, Romania,
Slovakia, Spain & Sweden. Sixteen questions, 30 pages of NRA input!!

AAGSI+, GIE and GSE data

Sources
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ACEREE  cer Main policy-relevant messages

of Energy Regulators
Regulators

A Type of storage regulation varies: 11 Member States have opted for regulated third-
party access rules and regulated tariffs. In comparison, in the other 7 Member States,
access to storage is negotiated between users and operators.

A Book and usage of storage: On 1 October 2021, the booked storage capacity in
Austria, Germany, the Netherlands and Slovakia was significantly above the actual used
capacity due to low filling levels of storages used or controlled by Gazprom.

A Gas in storage obligations varies: 11 Member States have some storage obligations.
In 7 Member States, there are no storage obligations at all.

Report published on 7 April 2022

Downloadable at: https://www.acer.europa.eu/events-and-engagement/news/acer-reports-national-gas-storage-usage-and-requlations-across-
european
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CEER/\ General Storage Indicators

Energy Regulators

':m;;'““' bk GIs GlSs, WGV/CON GI5/C0ON
On 1 October 2021, the average filling level T e =
amounted to 72%, representing nearly 20 % of the — p— ‘j%[; S R R e
EU-27 annual gas consumption. woo| cog| me| o] | e
Croatia 33.62 3?05?3 4.70 90.0% 15.5% 14.0%
Czechia (") 9403 (44.4) 27.89 77.3% 38.4% 29.7%
The total EU-27 storagec a p a c(WGW0O )( O s e o B ool mel menl e
approximately 27% of the EU-27 annual gas Finian e oo o0
consumption. ST NPT | e R e
Greece 63.14 (3.9) 0.00
Two MSs have a larger storage capacity than their o s “*‘DJ Y I
national gas consumption (Austria and Latvia), o o ‘[""ag R RO R B,
which is used at the regional level (e.g., serving Lithuania .
mainly Southern Germany and the Baltics, R U 5 T P P
res pec“ve |y) ] Poland 219.99 3129;13 34.47 96.3% 16.3% 15.7%
Fortugal 6661 3;239:2 1.76 49 9% 5.3% 2 7%
Romania 127.35 (45.5) 23.04 72.6% 25.9% 18.8%
The 9 MS without storage represent less than 5% s o ‘33{,; R e
of EU-27 annual gas consumption. e P | Y P RPY BPY
EU-27 TOTAL 4217.76 (1244.5) §19.02 71.8% 27.0% 19.4%
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Energy Regulators

TypesUGS WGV [TWh] (Su... EU-27 storage capacity (WGV) in %
TPA (Sum) Top 100 Locations by WGV [TWh] (Sum)
=]
10000%  100.00% fzermany,
Italy
No UGS (Sum) Netherlands
10000%  100.00% Hence
Austria
nTPA (Sum) Hungary
10000%  100.00% S:::::
Poland
Spain
Romania
Latvia
Denmark
Belgium
Bulgaria
Croatia
s -Regulated TPA rules and regulated tariffs in 11 MS
WGV 1 ; s -Negotiated access between the storage users and
% WGV [TWh] (Sum) 0 50 100 150 200 250 300 SSO in 7 MS

Regulated (r-TPA) vs. negotiated (n-TPA) third-party access storage regimes, storage working gas volume.
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Energy Regulators

Booked Storage Volumes (BSV)

A On 1 October 2021 => booked storage
capacity in AT, DE, NL, PT, and SK was
significantly above the actual used capacity.

A AT, DE, NL and SK explained by low
filling levels of GP booked/ controlled
UGS

A In PT, not so atypical (little seasonality in
households, gas-to-power higher in
summer)

A UIOLI rules to release booked but not used

storage capacity applied in some MSs

A MSs applying storage obligations on gas
suppliers impose indirectly the booking of
corresponding UGS capacity

NRA from MS

BSV

booked

gas in

storage storage

booked but not
used capacity

BSV/WG GIS/WG anti-hoarding rules

A\
[TWh]

\Y
[ve]

(see Q.10 for
country details)

Austria 94,5 99,0%0 53,6%0| No
Belgium 9,0 99,6% 87,2%]|yes, UIOLI
Bulgaria 3,7 58,2% 70,5%

Croatia 5,2 100,0% 90,0%

Czechia 28,3 78,7% 77,3%]| No
Cyprus

Denmark 7,6 83,1% 82,6%

Estonia

Finland

France 128,5 100,0% 92,3%|yes, UIOLI
Germany 265,8 96,7%0 56,9%]| no
Greece

Hungary 67,7 100,0% 83,7%| yes, UIOLI
Ireland

Italy 179,3 90,7%0 85,6%0| yes, UIOLI
Latvia 18,9 86,7% 79,9%]|_NoO
Lithuania

Malta

Luxemburg

Netherlands* 136,4 94,8% 58,5%]| No
Poland 34,6 96,8%0 96,3%0

Portugal 3,1 87,7% 49,9%| No
Romania 23,8 72,2% 72,6%]| Yes
Slovakia 38,8 92,6% 71,9%]| No
Slovenia

Spain 25,4 74,3% 73,1%]| No
Sweden 0,0 0,0% 66,3%

EU-27 TOTAL 1070,5 93,9%0 72,0%
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Gas in Storage (GIS) obligations

A 11 NRAs reported the existence of gas in

storage (GIS) obligations to:

A to inject/keep gas volumes in storage
sites/systems related to sales/customer
types

A to respect minimum levels (technical
requirements, anti-hoarding
anticompetitive measures, or security of
supply purposes)

A 7 NRAs (AT, DK, DE, LV, NL, SK and SE)

inform of no storage obligations.

A Different models for:
A monitoring compliance with GIS
obligations
A addressing non-compliance (where
applicable)

GlSo

GISo on BSV holder (Sum)

[ ]
50.00% 100.00%

GISo on TSO/SSO (Sum)

l ]
50.00% 100.00%

No GISo (Count - Not Blank

[ |
50.00% 100.00%

No UGS (Sum)

[ ]
50.00% 100.00%

GlSo on gas suppliers (Sum)

]
50.00% 100.00%
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Regulators

Storage tariff regime

Different tariff and access regimes coexist:

A 11 NRAs report regulated access to
storage, 7 NRAs opted for a negotiated
access

A Negotiated access based on reasonable
and non-discriminatory technical and
economic terms, with reference tariffs
published in most cases.

A Tariff value setting: regulated/negotiated

tariffs are generally the result of an auction.
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