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14th SG Meeting. South Gas Regional Initiative

11th July 2011, from 11:00 h. to 14:00 h

CNE premises, Madrid
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I. Opening

I.1 Welcome
The Chair welcomed all participants and expressed his pleasure to host this fourteenth Stakeholders Group (SG) meeting.

I.2 Approval of the agenda and minutes from the last meeting

The agenda and the minutes from the last meeting were approved with no changes.
II. Work Plan 2011-2014. ACER coordination
CNE as Lead Regulator made a presentation of the main contents of the final version of South GRI Work Plan 2011-2014 (WP), approved on the 30th June. CNE presented as well an overview of the main comments received from stakeholders in the public consultation.

The WP was sent to CEER on the 1st July, and it will also be sent to the European Commission (EC) and to ACER, as requested in the letters that asked for its elaboration, by mid July. ACER will be, from now on, responsible for the coordination of Regional Initiatives. All the information will therefore be available in ACER website.
The stakeholders welcomed the WP, expressing their satisfaction and support to the outcome of the work, and thanked regulators for their efforts in its elaboration and TSOs’ for their commitment. During the presentation of the contents of the WP, the stakeholders raised their comments and views on each topic. Some of the main points and ideas expressed in the meeting were the following:
· Several stakeholders, such as Iberdrola, EdP, Naturgas, Endesa and BP, stated that the priority of SGRI work should be the advance towards a higher integration of balancing zones and gas markets of Spain and Portugal. The main measures that are supported to reach this goal are related to the improvement of the capacity management at the interconnection between both countries: application of coordinated capacity allocation mechanisms (CAM), especially taking into account the existing congestion in one interconnection (Badajoz-Campo Maior); integration of interconnection points through Virtual Interconnection Points (BP, Endesa); more coordinated congestion management procedures (CMP), as asked by EdP and Naturgas; and harmonised tariffs (EdP, Endesa). Other actions proposed were interruptible capacity, secondary markets and UIOLI (Gas Natural Fenosa) and fostering hub-to-hub trading (Iberdrola). Some actors asked for a later extension of these integration measures to the interconnection between Spain and France (EdP, Endesa, Naturgas). Cepsa stated that any integration of markets should be made responding to market needs without increasing the costs. EFET also reminded that the Gas Target Model is not yet fully defined and any development on market integration should take this into account.
· On investment, all TSOs from the region stressed their commitment with the development of new infrastructure for improving interconnection levels within the region. They announced that they are currently working on a first draft Regional Ten-Year Network Development Plan (TYNDP), which they will hopefully present in the next SG meeting, and will be finalised before the end of 2011. Consistency with EU-wide and national TYNDPs will be ensured. Regulators and stakeholders will be involved in the process. The consultation and approval procedure remains to be defined.
Under this point, a brief discussion was held on the recent investment decision of the ERIDAN project by GRTgaz and its approval by CRE. 74 M€ from European funds have been allocated to the project. At the demand of some stakeholders, GRTgaz explained that this EU subsidy was explicitly attributed to the ERIDAN project (not to other projects linked to the North-South corridor). The French regulator explained that the improvement of regional integration, and the creation of the gas corridor to bring gas to Europe from the South, had been considered in its approval decision. 
Regulators seized the opportunity to inform about a recent meeting held with the DG ENER (Directorate B.1) of the EC, on energy infrastructure and priorities for 2020. This meeting took place on the 6th July and counted with the participation of ministries, regulators and TSOs of the three countries in the region; the goal was discussing about criteria for project selection, in particular for creating the South-North gas corridor in Western Europe, as proposed in EC’s Communication of Infrastructure, ahead of the publication of the Energy Infrastructure Package (EIP), expected after the summer 2011. The meeting was successful and all actors from the region were thanked for their efforts and congratulated for the progress made so far in the South Gas Regional Initiative.

· On balancing, the integration of balancing zones between Spain and Portugal was again the most stressed request. Measures were also requested to the future integration of balancing zones within France. BP considers that the good level of interconnection between France and Spain in 2015 could be diminished if TIGF market area is isolated from Northern France, BP proposes to study the integration of the TIGF zone into the Iberian balancing zone; CRE considered that this study should not be a priority for the South region, because such integration would be very complex and is unlikely to happen.
Further cooperation of TSOs was asked by shippers, both in the interconnections between Spain and France, and between Spain and Portugal. The possible integration of interconnection points into Virtual Interconnection Points was again mentioned. On the integration between Spain and Portugal, Iberdrola declared that in their view a good physical interconnection of Spanish and Portuguese markets already exits, so further steps should be taken to remove any legal or operational obstacle for full integration. REN stated that, although considering that shippers should have no restrictions, the single balancing zone in the Iberian Peninsula is not easy to achieve. They would be in favour of a higher integration, which requires stronger coordination between all parties.

· On tariffs, in addition to the comments sent to the WP, Naturgas stressed the importance of carrying out analysis for further tariffs harmonisation in the region. Endesa requested cheaper tariffs for transit and in the long run the removal of the capacity payment in the border. Also on this topic, TSOs stated that, in their view, at present there is no panckaking of tariffs for transactions between Spain and Portugal, since tariffs are designed and set in a cost-reflective way, ensuring cost sufficiency.
A more detailed discussion on CAM, CMP and tariffs harmonisation was left for the following points of the agenda.

III. Tasks for 2011
III.1 CAM harmonisation proposal – Pilot testing of FG CAM in Portugal-Spain interconnection
Enagas presented, also on behalf of REN, some slides on their common proposal for CAM harmonisation in the interconnection between Spain and Portugal [see file: “20110711_TSOs_CAM_v1.1.ppt”]. This proposal, already introduced in the last IG meeting, is in line with the auction model proposed in the Network Code (NC) currently under development by ENTSOG, although some detailed aspects still remain to be defined. The final proposal will have to take into account the final NC contents. It would be put in practice for the first time in June 2012, for the annual period from October 2012 to September 2013.
Participants in the meeting asked for some time to be able to react and make detailed comments to this proposal. However, some points were raised on several aspects.
Inquired by Gas Natural Fenosa, Enagas explained that the proposal consists on the yearly allocation of monthly periods. The allocation of quarterly periods, which is another possibility ENTSOG integrates in its draft NC, is not considered. Naturgas also commented that, before CAM is applied, CMP should be applied first to free up capacity.
Some discussion was held also on the reserve price to be fixed for the auctions. While some shippers, like Iberdrola, asked for a zero reserve price, TSOs stated that this is a possibility they do not accept whatsoever. This and other tariff-related aspects, such as cost recovery, will be dealt with in the guidelines on Tariffs that are to be developed.
III.2 CMP country analysis and harmonisation proposals – Pilot testing of CMP guidelines for comitology
Enagas presented also, on behalf of French, Portuguese and Spanish TSOs, their proposal for CMP harmonisation in the interconnection between Spain and France [see file: “20110711_TSOs_CMP_Proposal_v1.2.ppt”]. This proposal, already outlined in the last IG meeting, is based on the application of long term ex-post Use-It-Or-Lose-It (UIOLI), under some underutilisation conditions of booked capacity, and to the extent needed to fulfil capacity requests from shippers, which would have been rejected by TSOs. It would be set up as from April 2013.
Due to the complexity of the mechanism and the short notice, stakeholders asked for some time to send comments to TSOs’ proposal. A preliminary comment was raised by Endesa, who said that the condition of 80% of minimum capacity utilisation as proposed by TSOs would need to be relaxed at the first stage after the capacity booking, since shippers require this ramp-up until reaching the full level of their supply contracts.
Finally, the representative from the French Ministry of Economy informed that, in the recent meeting with the EC held on the 6th July, the EC announced that new draft CMP guidelines will be released over the summer, and they will be presented in the next Madrid Forum with the aim of starting the comitology process before the end of 2011.

III.3 Harmonisation of cross border tariff structures between Portugal and Spain
ERSE made a presentation, on the study on cross-border transmission tariffs in the Iberian Peninsula [see file: “14thSG South-GRI ( CBT tariff study - update).ppt”]. Though the report is not yet finalised, some preliminary findings were shown. Some further work needs to be done to conclude the analysis.
Enagas said that the results of the study would benefit if the costs and tariffs for the use of other infrastructures – LNG, storage – are taken into account in the assessment.

IV. Presentation of market coupling in France
GRTgaz and Powernext made a common presentation on the market coupling mechanism put in place in France between PEG North and PEG South, in GRTgaz South [see file: “SouthGRI_MarketCoupling_PWX_GRTgaz.ppt”].

CRE informed that, in autumn 2011, Powernext has to submit a report informing on the outcome and evaluation of results of this mechanism; if it proves to be successful, CRE will propose to extend it to connect PEG South with the gas market in TIGF zone.
V. AOB and next meetings
The summary of conclusions, tasks and deadlines agreed in the meeting is as follows:
· Stakeholders will send comments to TSOs on their proposal for CAM harmonisation between Spain and Portugal until 15th September. Before this, TSOs encourage them to send a response to ENTSOG’s public consultation on its draft Network Code. The deadline of this public consultation is 3rd August.
· Stakeholders will send comments to TSOs on their proposal for CMP harmonisation between Spain and France also until 15th September.

· At the request of the Lead Regulator, shippers (Iberdrola) will send a proposal on the steps to be followed in order to achieve an integrated market in the Iberian Peninsula by 1st October.
· TSOs will aim to present a first draft of the regional investment plan in the next meeting.
· ERSE and CNE will finalise their study on cross border tariffs between Portugal and Spain as soon as possible, and will send it to TSOs and stakeholders for getting their feedback.
The next meeting, an IG, will be scheduled for October.
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