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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:  CARMEN VINDEL 


	Organisation

	Company/Organisation Name: GAS NATURAL FENOSA

	Job Title: HEAD OF INTERNATIONAL REGULATION


	Contact details

	Email:  cvindel@gasnatural.com

	Tel: 

	Mobile: 


	Address

	Street: Avenida de San Luis 177

	Postal Code: 28033

	City: Madrid

	Country:  Spain


Countries in which your organisation operates:

How would you describe your organisation?

	
	Association (please specify type)

	
	End user

	
	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. 

GNF prefers Option 2 for the following reasons.

This would partially mitigate the problems encountered to book flat capacity for a period of time as the NC does not envisage any coordination mechanism for this (e.g. rejection of allocations below a minimum, or priority for bids covering several periods). Being the capacity sold via independent quarterly auctions, there is a risk for market operators of not being able to buy all the consecutive quarters needed to secure a period of 1 year (or more) of capacity, and there is also a risk of obtaining different amounts in the different quarters, being that situation not efficient neither for the shippers, nor for the market. The capacity products offered should consider the real needs of the players and the dynamic of the market, therefore yearly products should be included.

At the same time, 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 can offer yearly capacity products. The increasing role of renewables in power markets and the need for flexible production (from CCGT) make the need of capacity even more of a priority. 

It would be better if Option 2 would be changed to reflect the following:

Instead of having annual quarterly auctions there should be annual monthly auctions in June of each year for the year starting the following October. Shippers would then be able to profile by using months as the building blocks instead of quarters.

The 10% of capacity held back from the long term auctions should be made available from the annual monthly auctions onwards, together with any other additional capacity that TSOs can make available as a result of capacity surrender and oversubscription and buyback.



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

	Option 1: Yearly product starts on 1st January
x
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. 

 Gas Year is also much more compatible with seasonal products.


	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 
Having a multi-round ascending clock seems to be the best option as it is simple, provide more greater transparency with regards to price formation and straightforward and shippers always have the choice of increasing their bid in the next round to secure capacity. 


	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. 

It is the best option to avoid pro-rata at the highest price 


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

	x
Option 1: Minimise unsold capacity (Post consultation proposal)
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 prefer option 1 because is the best option to minimise unsold capacity.




	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. 

GNF believes that this question should be treated in the Tariff guidelines as this is linked to the issue of how TSOs calculate capacity reserve prices. 

An auction premium from bundle products signals that incremental capacity might be needed at both sides, therefore the split of the auction premium should be in 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). So OPTION 2 would seem more appropriate.
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