entgog CAM NC - consultation response sheet

CD 21 June 2011

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.

First and Last Name: Sam Phillips

Company/Organisation Name: International Association of Oil and Gas Producers (OGP)

Job Title: Manager, EU Affairs

Email: sam.phillips@ogp.be

Tel: +3225669150

Mobile: +32496126059

Street: Bd du Souverain 165

Postal Code: B1160

City: Brussels

Country: Belgium

Page 1 of 7


mailto:info@entsog.eu

entsog CAM NC - consultation response sheet

(,.:_:; 21 June 2011

OGP supports the level of detail in the draft NC. We are of the opinion that the NC should be
sufficiently detailed to be implemented without additional national codes. The draft NC meets this
test.

We support the change process foreseen in the Third Package as laid down in Article 7 of Regulation
No 715/2009. This ensures that changes to the NC — that are legally binding on TSOs and network
users — are made after careful consideration of the impact. For this reason it should be avoided that

the NC fixes non-essential details that are likely to trigger the need for future changes.

Considering the number of NCs (and changes thereto) that are to be adopted through the
committee procedure as foreseen in the Third Package, there may be a need to install a (semi-
permanent) committee of technical experts to facilitate and expedite this change process.

Foremost we would like to state that any “lighter” change process should not result in a loss of

harmonisation across Europe.

Certain details of the CAM mechanism are better specified outside of the NC; these should be
limited to non-essential elements (practical details) and should not lead to differences between
Member States. This could apply to the “Handbook” referred to in Article 1.2(j) of the NC and the
“Auction Calendar” referred to in Article 1.2(a). Also the additional auction rules to support value
discovery (as referred to in Question 12) could be grouped into this category.

We support a “lighter” change process to modify these practical details, where changes can also be
made upon request of stakeholder(s), and which includes a consultation process. In order for these
details to be binding, they should have a basis in the NC. This also applies to the change process.

The “Handbook” is considered as an example for the practical details referred to in Question 3. We
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support ENTSOGs view that standards for IT-communication should be specified outside of the NC.
This avoids loading the NC with many practical details, which are also likely to trigger many changes
over time.

The manner in which the Handbook is addressed in the NC creates a basis for the Handbook to be
binding. We recommend that the (principles of the) change process for the Handbook and other
details referred to under Question 3 are also included in the NC (see proposed Article 9A).

We support the NC proposal for long term auctions of quarterly products. Quarterly capacity can be
used to build seasonal capacity and longer profiled capacity contracts according to users’ demand.

We support the auction design set out in the draft NC. We accept that each standard capacity
product will be auctioned independently, in order to keep the complexity of the auction design to a
manageable level. It is essential that system users are provided with interim information during the
auction, and that they can adjust their bids during the bidding window. This enables users to adjust
their booking strategy to purchase the available long-term capacity they want.

We believe that the long-term capacity auctions should be expanded to include incremental
capacity. The auction design as proposed is capable of also dealing with incremental capacity. We
acknowledge that incremental capacity is outside the scope of the FG and NC for CAM. However,
when defining the process for new investments we recommend that the allocation of incremental
capacity is integrated with the long-term capacity auctions.

We agree that the within-day capacity auction proposal meets users’ needs.
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We support the proposal to suspend within-day and/or day-ahead auctions at particular IPs where it
is demonstrated that there is no demand for such products, in order to reduce operational costs.
However, should a user indicate interests for any of the suspended products, it should be possible to
acquire these within a reasonable time (to be defined in the NC). The following points should be
borne in mind when considering suspension of auctions:

o Difficulties for users booking at multiple IPs when auction at one IP is closed

o In the early stages of CAM NC implementation, it may be better not to suspend any auction
to permit certainty for participants

e Potential for abuse by network owners/operators in withholding capacity

We support the auction algorithms set out in the draft NC for the Standard Capacity Products to

which they are proposed. We want to reiterate that the long term auction of Quarterly Capacity
Products should also be used to allow users to indicate interest for incremental capacity release.

We support the way in which the clearing price is determined in the volume-based cleared-price
auction algorithm. This will avoid capacity allocations being pro-rated, which would result in none of
the successful bidders actually getting the amount of capacity they bid for.

We support the proposed auction algorithms as a balanced package. A Pay-As-Bid methodology
combined with the proposed regulated reserve price would increase the risk of over-recovery of
costs. We believe a Pay-As-Bid methodology would be more appropriate when combined with a zero
reserve price, however this would increase the risk of under-recovery of costs.

Ten bids per user is considered sufficient.
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It is essential that system users are provided with interim information during the auction, and that
they can adjust their bids during the bidding window. We support additional rules if needed to
ensure that interim results are meaningful and not misleading, but this should not make the system
overly complex. Possible options to take into consideration are:

e Obligation to bid from the first day of the bidding window;
e Restrictions on amending bids (e.g. only allowed to reduce amount or increase price);
e Early closure of the bidding window (e.g. when prices unchanged).

In case additional auction rules are introduced these should be applied uniform across Europe, and
should be part of the NC or the details referred to under Question 3.

In our view the rights of existing holders of unbundled capacity should be fully respected. We agree
with ENTSOG that TSOs could be exposed to damage claims or loss of revenue when TSOs would
unilaterally change the fundamentals of existing contracts.

Moreover, to establish contracts for bundled capacity, the TSOs would also have to order existing
holders of unbundled capacity to enter into a contract with the neighbouring TSO. We fail to see a
valid legal basis for this and strongly believe this should be excluded from the NC.

In our view mandatory bundling that would apply to existing capacity reservations would affect the
commercial value of existing transportation contracts and/or underlying supply contracts. This
would undermine contract sanctity, which is not a desirable. The sanctity of contracts is an
important principle in commercial undertakings, including gas industry contracts, to ensure a sound
investment climate that is pivotal to long term security of supply.

We support voluntary bundling, or a combined service where available entry- and exit capacity are
auctioned as a single product and — when allocated — can be split in separate contracts.
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'Whilst we do not support mandatory bundling, for optional bundling, we support the approach set
out in the NC. We understand that ENTSOG takes the view that capacity at an IP which is auctioned
and allocated as a bundled product will be split in 2 contracts, one for each of the interconnected
TSOs. We support this approach, provided TSOs allow users to assign one of these contracts to a
registered user on the other side of the IP.

We support the process set out in the NC for determining the sequence of interruptions.

We acknowledge that the offer of quarterly and monthly products is likely to result in (more)
profiled capacity sales (versus annual products), which affects the regulated tariff. We agree that if
this causes a shortfall of capacity sales — compared to the non-profiled booking — this should be
compensated through the reserve price.

We are very supportive of the process that ENTSOG has followed to produce the draft NC. The
process has been open, transparent and well organised. Moreover ENTSOG has been very receptive
to input from stakeholders. We would welcome a similar process for future NCs.

We frequently refer to the ENTSOG website for information and find it easy to access.
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We have provided text suggestions for the NC in a separate document (with track changes).

@H

Draft CAM NC
text.docx
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