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	CAM NC – further consultation on concepts




Responses to CAM Network Code – second formal consultation on new or modified concepts
Consultation Response Sheet

Please complete the fields below and send via email using the subject title, “Response to the CAM NC consultation” to info@entsog.eu by 14 November 2011. 

	Name

	First and Last Name: Ana Pinto/Juan Redondo


	Organisation

	Company/Organisation Name: EDP Group – EDP Gás and Naturgas Energia Comercializadora

	Job Title: Regulation and Pricing Manager/Planning and Energy Management Responsible


	Contact details

	Email: ana.teixeirapinto@edp.pt/juan.redondo@naturgasenergia.com

	Tel: +351 21 0012952/+34 944042040 

	Mobile: 


	Address

	Street: Praça Marquês de Pombal 13 – 8º/ Plaza Pio Baroja 3

	Postal Code: 1650 / 48001

	City: Lisbon/Bilbao

	Country: Portugal/Spain


Countries in which your organisation operates: EU
How would you describe your organisation?

	
	Association (please specify type) Energy Traders

	
	End user

	X
	Network user

	
	Trader

	
	Other (please specify)


In the questions below, ENTSOG would be grateful if respondents could clearly indicate their preferred option and provide a brief but fully reasoned justification for their choice. This applies equally whether you agree or disagree with any ENTSOG proposal as it is important that ENTSOG is able to extract the clear views of all respondents. If you do not respond to a question, ENTOSG will assume that you have no view on this issue.
	Question 1 (Standard Capacity Products to be auctioned): which option do you prefer, and why?

	Option 1: Quarterly only
X
Option 2: Integration of yearly product (Post consultation proposal)


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

In our point of view integration of yearly product will permit network users to book flat capacity along the year, so this allows market agents to contract base load capacity for a certain period of time, ensuring a continuous supply for, for instance, combined cycle power plants. Nevertheless, we believe that both products (yearly and quarterly) are necessary and their application depends on the shipper’s profile.
Quarterly products would also permit shippers to adapt the capacity booking to their needs, especially when they have peak and non-peak demand seasons, and at the same time allow them to combine quarters to form longer duration products. 
At the same time, as gas is called to play an increasingly important role within the EU's power generation mix, the achievement of the EU 20/20/20 target and the use of gas as a feasible alternative, will require the flexibility and the security of supply that yearly capacity products can offer. In fact, the increasing role of renewables in power markets and the need for flexible production (from CCGT) stress the need for capacity even more of a priority (and for this capacity to be adapted to a growing variable production pattern).  

However, we do not agree with the idea of deleting the annual monthly products if the yearly product exists. This supposes a loss of flexibility for shippers because if they need to profile their supply in the long term by using months they will not be able to do it.
There will also be problems to ensure a flat allocation alongside different IP´s, as long as auctions are maintained as a prerequisite for every single interconnection point in Europe, and auctions are held at the same time. The FG failed to recognise that FCFS mechanisms are in this sense preferable for non-congested points, since a combination of auctions and FCFS mechanisms would have allowed shippers to first participate in auctions at congested points, and then to make consistent capacity bookings at non-congested points.
In our point of view, without this kind of tools it would be very difficult to increase gas movements around Europe and to get a real and efficient European single market, improving the security of supply.


	Question 2 (Start date for yearly product): which option do you prefer, and why?

	X
Option 1: Yearly product starts on 1st January
Option 2: Yearly product starts on 1st October       


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

We believe that option 1 is more aligned with the “electrical year”, in order to adapt to the CCGT’s needs, and also to the majority of the supply contracts with final costumers.


	Question 3 (Auction algorithms: overall methodology): which option do you prefer, and why?

	X
Option 1: Multiple round ascending clock auction            
Option 2: Single round volume based auction           


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

In our opinion the multiple round ascending clock algorithm would be preferable for allocating capacity between shippers in auctions. The result obtained with this algorithm will be market based and will reflect the real demand. 
However, we do agree with the idea of knowing the price steps from the beginning of the auction. From our point of view, the price steps should be known when at the previous price step, bids exceed available capacity. So then this excess will be taken into account for calculating the next price step. 

With this mechanism, the difference between Po (previous price step) and P1 (next price step)  will be higher when the difference between bids and the available capacity is big. Once this difference becomes smaller the differences between price steps will also become smaller.
In this sense, the rounds working order will be: 

Once new rounds are created and while the participants maintain the bidden quantities at previous round prices, bids can still be submitted for new rounds. 

As price become higher, shippers will withdraw quantities until bids are less or equal to available capacity. In this moment, auction would finish and the final price would be the price associated to this last round.
Another issue is the timing for celebrating auctions in different IPs. If auctions are celebrated the same day but in different moments, then shippers would not have information about what is going to happen in other IPs auctions, so capacity allocation could be inefficient for some shippers. 
For instance, a shippers books capacity at IP A at the price P1.This shippers also needs to book capacity at IP B, and as this auction has not been celebrated yet, he thinks price will be similar to IP A. However when the auction is celebrated, price is higher and the final price in IP B is P2. This shipper has not have enough budget to book all the capacity he needs in IP B at P2, and he just books half the capacity he needs. 
If this happens, capacity allocation will be inefficient for this shipper because if he had known what was going to happen in IP B, he could have booked less capacity in IP A.

So, in our point of view auctions for the same capacity product should be celebrated at the same time. 

Regarding single round mechanism with additional measures, we still think that the clearing price published every day could be distorted by the fact that some bidders could decide to take part truly only in the last crucial session of the auction and to bid very low during the previous sessions with the aim of distorting the price signal and “surprising” the market with the last bid.


	Question 4 (Limitation of price steps): which option do you prefer, and why?

	X
Option 1: Do not limit number of price steps (Post consultation proposal)
Option 2: Limit number of price steps


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

Following our comments on the multiple round ascending clock auction above, we believe that the number of price steps does not have to be limited. If so, the multiple round algorithm we have proposed cannot be applied.

In our point of view, if the number of price steps is limited then pro-rata will have to be applied and as we said in our previous comments it could imply the allocation of a capacity that is impossible to use by the shipper. 
If this mechanism is considered, shippers should be able to turn down this capacity allocated by pro-rata


	Question 5 (Minimisation of unsold capacity): which option do you prefer, and why?

	Option 1: Minimise unsold capacity (Post consultation proposal)
X
Option 2: Draft CAM NC proposal


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

We believe the proposal set out in the Draft CAM NC should be applied instead of the minimisation of unsold capacity. 

Minimization of unsold capacity supposes on one hand a pro-rata allocation method and on the other hand, a maximization of the allocated capacity in the first auction and for the first product auctioned.

As we have said above, the pro-rata allocation could suppose the allocation of a capacity that  is impossible to use by the shipper. 

Also de maximization of capacity allocation supposes that there would not be capacity for the following product or auction. And we think it is very important to ensure a minimum available capacity in the different auctions. In our point of view, this would support a more efficient allocation process, and it would help to avoid an over-booking capacity situation



	Question 6 (Sunset clause: choice of default rule): which option do you prefer, and why?

	Option 1: Maximum default rule with cap at technical capacity
Option 2: "Partially unbundled“ default rule


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

We believe that both bundled and unbundled products should co-exist and are useful for shippers’ activities. In fact, bundled capacity is more easily to be contracted by shippers, unbundled capacity allows shippers to trade gas at the borders or to use interconnection points for backhaul.

In this way, we don´t agree that the same shipper entity will need to be registered in both countries. It could be a very relevant restriction for shippers. In our point of view, each company should be able to choose how to articulate its capacity bookings with bundled products, unbundled products or a mix of them. 

On the other hand, we understand that the “same shipper entity” would include, at least, all companies belonging to the same Group. We should not forget that the national regulatory frameworks have forced all multinational companies to have a “national company” if they wanted to have activity in the country. So, this restriction could imply a very important regulatory risk for these multinational companies that have different companies of the same group in different countries around  Europe.

Also, the application of the sunset clause supposes a modification of the current capacity which is already booked by the shippers. The result of this implies the allocation of a capacity that may be impossible to use by the shipper, even more if the capacity is allocated on the other side of the IP where the shipper does not operate. In this sense, we support the principle that once the sunset clause has been applied all shippers should be able to turn down this capacity allocated due to the sunset clause. 
Regarding the above mentioned, in our opinion the main problems of the maximum default rule alternative are; 

· It would force some users to take on additional units of capacity to make the bundling feasible, so in our opinion users should be able to turn down at least these additional units of capacity. 
· It can produce technical constraints that may imply management difficulties for TSOs and uncertainty in shippers because they have some capacity that may be unbundled or interruptible, and they do not know about it until the last moment.
On the other hand, the partially unbundled default rule also has its problems: the pro-rata allocation of unbundled capacity: 

· It could imply the allocation of a capacity that  is impossible to use by the shipper.

· In case unbundled capacity does not exist, this alternative does not make sense because some shippers would have some capacity units booked that could not be used. However, we believe that both bundled and unbundled products should co-exist.
To sum up, taking into account all these considerations, our propose would be to offer both types of product bundled and unbundled and to share available capacity between both products. 

And if any of the proposed mechanisms is considered, shippers should always be able to turn down this capacity allocated by pro-rata



	Question 7 (Sunset clause: further questions): Please provide any views, information or evidence in relation to the further questions raised by ENTSOG in section F.2 regarding the sunset clause.

	· Should partial agreements between contracting parties be respected? 
Regarding to this point, as we mentioned above, we believe that all companies members from the same group should be considered as the same shipper entity. So in this sense, the articulation of capacity bookings with bundled products between companies from the same group should always be respected.
· Can non-matching capacity remain unbundled after the application of the default rule? 

As we have said before, we believe that both bundled and unbundled products should co-exist and are useful for shippers’ activities. 
· Will a bundle of firm and interruptible capacity be considered as bundled capacity?

No, in our point of view this would create many difficulties to TSOs and a lack of security to shippers who will not know the effectiveness of the capacity booked until the last moment.

· In case of remaining unbundled capacity after the application of the default rule, we support that this capacity should be splited between shippers proportionally to the capacity booked. However, once again we believe that users should be able to turn down these capacity units.
· Bundling at Virtual Interconnection Points should be treated as bundling in a IP 

· In more complex cases such as more than two TSOs operating at a single IP, interoperability between all TSOs involved in the operation of this IP is especially important. They have to be coordinated and manage the IP as if there were two TSOs.
· Also we do not support the idea of having firm products bundled with different characteristics. In our point of view, bundled products should be created with the same firm products characteristics. If not, the capacity allocation will become much more complex

· Finally regarding to prices aspects, it is very important to have a clear and transparent methodology for calculating tariffs. Also ACER should have the responsibility of controlling that different prices in each entry exit system at the IP do not disturb the capacity allocation process and the creation of the European single market.


	


	Question 8 (Tariffs: split of auction premium from bundled products): which option do you prefer, and why?

	Option 1: Keep split of auction premium proportional to reserve prices as default (Post consultation proposal)
X
Option 2: Split of auction premium into equal shares as default


	Please justify your choice. ENTSOG would particularly welcome any views on why the alternatives to your preferred option may not be technically feasible. 

Firstly we consider that the method for calculating the reserve price should be clear and transparent. This price has to cover transport cost and the profitability accorded in each case. Once this has been done, an auction premium from bundled products should be splited into equal shares. 
In addition, the split of auction premium proportional to reserve prices as default, provides a perverse incentive to increase the access tariffs at congested IPs (which in some cases might not be justified).
Nevertheless, we also consider that the subject of tariffs, in general, should be approached under the Tariff guidelines.
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