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Joint EJoint EJoint EJoint E----ControlControlControlControl    ----    AEEG Guideline on a dayAEEG Guideline on a dayAEEG Guideline on a dayAEEG Guideline on a day----ahead capacity allocation at the Austrian/Italian borderahead capacity allocation at the Austrian/Italian borderahead capacity allocation at the Austrian/Italian borderahead capacity allocation at the Austrian/Italian border    

Shell Energy Europe Ltd (SEEL) would like to thank E-Control and AEEG for the opportunity to respond to the 
issues raised in this consultation paper.  Headquartered in London, SEEL coordinates Shell’s European gas, 
power and C02 marketing and trading business across 14 offices around Europe. 

As a general comment we would point out that the main regulatory building block underpinning this 
consultation is still under development.  While much progress has been made in the drafting of the EU Network 
Codes, there remains insufficient certainty regarding their final requirements, obligations, etc.  As such, the 
views expressed in response to this consultation may well be subject to change as the final nature of the various 
Codes and their interdependencies become clearer.  

With that caveat responses to the questions raised in the consultation document are contained below.  For the 
avoidance of doubt, this response is not confidential.  

Question 1Question 1Question 1Question 1    

What kind of secondaryWhat kind of secondaryWhat kind of secondaryWhat kind of secondary    market functionalities would you recommend to be made available to market market functionalities would you recommend to be made available to market market functionalities would you recommend to be made available to market market functionalities would you recommend to be made available to market 
participants? How should the outcomes of secondary trading be integrated in the primary capacity auctions?participants? How should the outcomes of secondary trading be integrated in the primary capacity auctions?participants? How should the outcomes of secondary trading be integrated in the primary capacity auctions?participants? How should the outcomes of secondary trading be integrated in the primary capacity auctions?        

We would make two points.  

Firstly, platform functionality and design needs to be considered against the backdrop of what may eventually 
be required through implementing the Capacity Allocation Mechanism code.  In other words, this current 
consultation needs to guard against ending up in a platform design that ultimately proves redundant, in whole 
or part.    

That said, whether a platform is created or functionality added to current systems, it is important that all 
shippers, regardless of whether they hold long term capacity or capacity from primary auctions, have the same 
right to surrender or be able to offer their capacity on the secondary market. 

Question 2 Question 2 Question 2 Question 2     

The timing of the auction will follow the current timing set in the network code on CAM (15.30 The timing of the auction will follow the current timing set in the network code on CAM (15.30 The timing of the auction will follow the current timing set in the network code on CAM (15.30 The timing of the auction will follow the current timing set in the network code on CAM (15.30 ––––    16.00CET), 16.00CET), 16.00CET), 16.00CET), 
do you consider it appropriate according to the usual trading activities at the interconnected hubs?  do you consider it appropriate according to the usual trading activities at the interconnected hubs?  do you consider it appropriate according to the usual trading activities at the interconnected hubs?  do you consider it appropriate according to the usual trading activities at the interconnected hubs?      

The timing of the auctions should be synchronised, not only between the TSOs offering the bundled product but 
also storage, trading platform operators and balancing market operators.  This would help avoid being having 
day-ahead capacity but not being able to manage gas flows at either end, enhancing liquidity in the process. 

Another important area is that of nomination deadlines for the entry points – these should be aligned with the 
capacity auctions.  A deadline of 1pm CET would leave enough time to trade.  
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QuestiQuestiQuestiQuestion 3 on 3 on 3 on 3     

With reference to point 7.3, do you consider appropriate the proposed economic arrangement in case of With reference to point 7.3, do you consider appropriate the proposed economic arrangement in case of With reference to point 7.3, do you consider appropriate the proposed economic arrangement in case of With reference to point 7.3, do you consider appropriate the proposed economic arrangement in case of 
surrendered capacity?surrendered capacity?surrendered capacity?surrendered capacity?    

With regards to para 7.3 and Article 2.2.4 of Annex 1 of Regulation (EC) No 715/2009 - ‘Where 
appropriate, transmission system operators shall make reasonable endeavours to offer at least parts of the 
unused capacity to the market as firm capacity’’ - the proposal to release a shipper from all payment options in 
the event that its surrendered capacity has been allocated to another party has some value.  Such a proposal 
could encourage secondary trading if it brings more capacity to the market.   

However, there are some related issues that the consultation document does not appear to address, issues that 
could impact on the effectiveness of the proposal.  For example, what exactly are the incentives on the TSO to 
offer capacity back to the market?  Alternatively, the proposal could be seen as offering shippers a ‘free option’ 
to overbook or make inefficient primary bookings, safe in the knowledge that they can surrender excess 
capacity at zero cost.  In the case of this latter point, the costs of doing so would presumably be socialised 
amongst other market participants? 

Question 4 Question 4 Question 4 Question 4     

Do you consider instead more appropriate that the whole clearing price of the auction will be granted to the Do you consider instead more appropriate that the whole clearing price of the auction will be granted to the Do you consider instead more appropriate that the whole clearing price of the auction will be granted to the Do you consider instead more appropriate that the whole clearing price of the auction will be granted to the 
primary shippers in order to stimulate their surrendering of unusprimary shippers in order to stimulate their surrendering of unusprimary shippers in order to stimulate their surrendering of unusprimary shippers in order to stimulate their surrendering of unused capacity?ed capacity?ed capacity?ed capacity?        

The proposal for the primary shipper to receive the full clearing price arguably contains more merit.  Of course, 
a lot will depend on reserve prices, clearing structure, etc, but this option would appear more reflective of the 
market value of the capacity.  As such, it could be argued that the proposal represents a stronger economic 
incentive for bringing unused capacity to the secondary market.  Moreover, of the two options contained in the 
consultation document, this one is more likely to incentivise efficient primary bookings (as any excess bookings 
may carry more risk for the primary shipper).   

That said we believe many in the market will find it difficult to conclude at this stage that this (or any other for 
that matter) is the optimal way forward.  Quite naturally, market participants have different views on how hub 
price differentials will develop.  As such, until there is more certainty regarding, for example, reserve prices, it 
may be that a third option of a fixed-price – the level of which remains a moot point - approach is more 
attractive.  We note that this approach is not contained in the consultation document.    

I trust that you have found these comments useful.  Should you have any questions or require further clarification, 
please do not hesitate to contact me. 

Yours sincerely 

 

 

Amrik Bal 

Regulatory and Commercial Affairs Manager 
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