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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: Julie Cox


	Organisation

	Company/Organisation Name: Association of Electricity Producers

	Job Title: Head of Gas Trading 


	Contact details

	Email: jcox@aepuk.com

	Tel: +44 (0) 1782 615397

	Mobile: +44 (0) 713 277503


	Address

	Street: Charles House, 5-11 Regent Street

	Postal Code: SW1Y 4LR

	City: London

	Country: UK


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

	X
	Association (please specify type) –Trade Association 

	
	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?

	X
Option 1: Quarterly only
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. 

We favour quarterly products as this enables shipper bookings to more accurately reflect their requirements in terms of shape and duration and is less likely to lead to contractual congestion in summer months. It also means that the 10% of long term capacity that is reserved for shorter term allocation will be released  in the annual monthly process rather than only month ahead as seems to be the case for option 2. This would give participants greater confidence in their capacity positions ahead of time which may support forward trading further out, and in quarterly blocks than where this 10% of capacity is only released month ahead. 

However this leaves one question unresolved since the Framework Guidelines specify that there should be an annual product offered. 

    


	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. 

We have a preference for option 2 as this aligns with the gas years and supply contract take-or-pay commitments. It would also avoid a potential booking level disconnect mid-winter if parties had varying degrees of success in adjacent years in the initial allocations of annual capacity. We acknowledge that quarterly products may also lead to such a disconnect in booked levels in mid-winter but consider that this risk is offset to some extent by opportunities to book annual monthly capacity occurring more rapidly after the initial allocation rather than only month ahead.  


	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. 

We consider option 1 has the benefits of being simple and straightforward to understand , these are important principles for new processes. It also allows for shippers to respond to bid information and is therefore more transparent with respect to price formation.    


	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. 

We consider this approach fits well with an ascending clock auction and does not limit price discovery. 


	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. 

Option one seems to add undue complexity for little additional benefit. If price steps are small and unlimited then the amount of unsold capacity under option 2 should be small.  


	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. 

No clear preference 

Option 1 seems like a pragmatic approach to a difficult issue which maintains booking levels so does not impact adversely on revenue recovery but also limits the bundled capacity allocated to the technical capacity.  Option 2 leaves unbundled capacity but its not clear how this may be utilised by shippers.  


	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.

	


	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. 

We are finding it difficult to express a clear preference to this at this time. We consider in principle option 1 is appropriate but only if reserve prices are truly cost reflective of the marginal cost of flowing gas at the entry / exit point and these are calculated in a standardised manner across all IPs. There are a large number of data inputs and assumptions that are used to calculate reserve prices for any transmission network and at this time we do not have any understanding of the scope of the Tariff FGs and the level of detail of these data inputs and methodology it will consider. Therefore to avoid any possible manipulation of reserve prices by TSOs 50:50 may be the most appropriate for the CAM with the issue being given full attention in the Tariff FG.   
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