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ERGEG PRESS RELEASE
Binding legislation is needed to ensure non-discriminatory access to gas storage  

· More than one year after their introduction, compliance with the Gas Storage Guidelines remains weak.  

· Without proper access to storage facilities, new market entrants cannot compete. 
· ERGEG recommends that the European Commission replaces the current voluntary arrangements with binding rules on gas storage. 

The European Regulators Group for Electricity and Gas (ERGEG) conclusions and recommendations stem from their 2006 report on monitoring the implementation of the Gas Storage Guidelines (GGPSSO)2.  Following disappointing results in the 2005 monitoring report3, ERGEG undertook a second monitoring exercise in 2006 assessing the effectiveness of the GGPSSO and the functioning of the market for storage services.  
Key Findings and Recommendations of the 2006 Report
The current voluntary gas storage guidelines were developed in consultation with storage operators and designed to offer non-discriminatory access4. But more than one year after their introduction and despite receiving the endorsement of Storage System Operators, compliance with the storage guidelines remains unsatisfactory in key areas which are essential for non-discriminatory access: transparency5; equal treatment of storage users (confidentiality)6; and congestion management7. 
Although certain system operators are better at complying than others, most continue to be non-compliant in at least some areas.  Non compliance is not limited to the small storage operators. The ERGEG report confirms access to storage remains limited.  Out of the 20 largest operators 11 have less than 5 users.

Regulators currently have uneven and incomplete powers regarding storage which prohibits them from adequately enforcing the guidelines.  Regulators should be given the adequate powers to ensure that results of access to storage are similar, whatever access regime has been chosen (negotiated or regulated access) by Member States.
ERGEG recommends to the European Commission to replace the current voluntary arrangements with binding rules on gas storage, which will in turn allow regulators to protect the interest of European consumers. 

Why is Non-Discriminatory Access to Gas Storage Important? 

To adapt to unforeseen variations in demand and supply, market participants must have access to flexibility instruments such as storage8. This is especially true of new entrants, which are smaller and have less internal flexibility than established market players.  Out of all flexibility instruments, storage is the main instrument used in the EU, in part because other instruments, such as spot markets, are not always available or equivalent in terms of the flexibility they can provide.  

Although certain Member States have more than one storage operator, competition between them tends to be limited due to insufficient capacity or differences in the products they offer. It is therefore essential, as called for by the 2nd Gas Directive that measures be in place to allow for non-discriminatory access to storage.  ERGEG reaffirms its position that there is no need for a unique fully regulated regime across Europe.  Instead Members States should be free to choose between negotiated and regulated access regimes.
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Notes to Editors: 
1. The European Regulators Group for Electricity and Gas (ERGEG) was set up by the European Commission in November 2003 as an advisory body to the European Commission the internal electricity and gas market issues. Its members are the heads of the national energy regulatory authorities from the 25 Member States, and regulators from the candidate countries and the European Economic Area are Observers.  The European Commission is represented in ERGEG.

2. The ERGEG Final 2006 Report on Monitoring the Implementation of the Guidelines for Good TPA Practice for Storage System Operators (GGPSSO) is available on the ERGEG website:
http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_DOCS/ERGEG_DOCUMENTS_NEW/GAS_FOCUS_GROUP .

3. The ERGEG Final 2005 Report on Monitoring the Implementation of the Guidelines for Good TPA Practice for Storage System Operators (GGPSSO) showed disappointing results; some basic requirements of the 2003 Gas Directive which are reflected in the GGPSSO had not been implemented by some SSOs; the majority of SSOs had not fully implemented the requirements relating to transparency and secondary markets; it was unclear that all the storage capacity is offered to the market.  See press release of 26 January 2006 (PR-06-01) on the ERGEG website:

http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_ADMIN 
4. The Guidelines for Good TPA Practice for Storage System Operators (GGPSSO) concern third party access (TPA) to storage facilities in accordance with Article 2(9) and (19) of the European Directive 2003/55/EC (the 2nd Gas Directive).  They intend to give a minimum set of rules required for the organisation of the market for storage capacity.  The GGPSSO (23 March 2005) are available on the ERGEG website:

http://www.ergeg.org/portal/page/portal/ERGEG_HOME/ERGEG_DOCS/ERGEG_DOCUMENTS_NEW/GAS_FOCUS_GROUP 
5. Poor transparency in access conditions is a major issue for storage users and may result in a barrier to entry for entrants. The lack of transparency about access conditions may strengthen dominant positions and hampers market development.
6. Confidentiality firewalls are intended to limit and remove information asymmetries and prevent market failures. Where no separation is set for information flows between storage operators and affiliates, other market participants can be put at a significant disadvantage.

7. Congestion is a barrier to entry. The absence of effective and non discriminatory procedures for congestion management and the modest development of secondary markets allow capacity hoarding to occur.

8. Access to storage is needed because even if other elements (i.e. access to gas, to network capacity and to customers) are in place, a new supplier will need access to storage or other forms of flexibility (such as interruption rights, line pack and tolerance) in order to be able to match the profile of its customers’ demands with the profile of its wholesale gas supply. According to users, alternatives to storage are currently limited in Europe.
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