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The Third Package regulatory framework for Gas

Best achievable architecture? Unbundling

Directive 2009/79/EC

Regulation EC No 715/2009 Regulation EC No 714/2009

=5 =

European Network of Transmission Agency for the Co-operation of
Operators for Gas European Energy Regulators 3
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The ENTSOG mantra

O

fair partner to all

Private association or European institution?

It is both and we have to manage the tensions
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The political conundrum

We want to create markets ..

... however will our successors have the courage to tr ust
the market or will they seek to centrally plan?

There is no easy compromise ...if you intervene in a market you destroy it
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The reality of gas
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In the 21 st century things
might be a little tougher

* Supply

 Demand New
 Intermittency of renewables - infrastructure
« Promotion of short term trading requirements
* Full retail market competition

But where is the investment framework to enable lon g lived assets?



Trading to enable a functioning market

“the creative

simplification”

Simple commercial model essential

“fit for purpose”
sufficiently close to physical reality
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... ENTSOG to utilise TSO expertise and stakeholder inputs to ensure viable rules
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Y

The layer model

Y

Balancing

A

Balancing is the glue that keeps everything functio

Just sticky enough to keep the layers together but

A

sticky that it disallows some commercial freedom

ning

not so

Pipes, network,
gas, etc

“rules”
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The TSO bequest to the market

Virtual
Trading
Point

What does it do?

enables trading

focusses liquidity

enables gas exchanges,
balancing platform, market
price determination

What is it?

A construct to allow
network users to swap
guantities of gas

But the devil is in the detall
and VTPs should have no
more rules than is necessary
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4 elements by way of conclusion ......

» ENTSOG
» a critical instrument to deliver the new framework
» rigorous, open processes best for all
» practical, long term perspective to be heard

» Politicians and bureaucrats
» uncertainty about the future for gas is damaging
» make choices and don’t dither, "get the direction right”
» central planning and market based approaches incompatible
» and accept that demand management must play a role

» Investment
» deliver a fair framework to enable new infrastructure
» Tough decisions have to be made and consequences respected

» Market rules
» as simple as possible
» but ensure that physical requirements and commercial model
sufficiently well aligned



