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Jeppe Dang, Energinet Gas TSO
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MUTE YOUR MICROPHONE, SWITCH ON YOUR CAMERA, ONLY
WHEN YOU DON’T SPEAK WHEN YOU ARE GIVEN THE
WORD TO SPEAK

7

..YOU CAN ALSO WRITE YOUR
QUESTION USING THE CHAT -
THE HOST WILL ASK THE
QUESTION FOR YOU
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METHODOLOGY AND
TARIFFS

Poul Johannes Jacobsen, Energinet Gas TSO

Contact: pjj@energinet.dk



CONSULTATION

Methodology published 21 December 2020
Consultation until 31 January 2021

We appreciate Shippers’ comments:

- Today: by using ‘RAISE HAND’ function or by
writing in the CHAT

- Afterwards: Send us an email or give me a
call with your questions or comments.

» Energinet does not record this user group
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METHODOLOGY FOR INTEGRATING
BALTIC PIPE IN THE DANISH
MARKET MODEL

PUBLISHED 21.12.2020 01.00

Energinet Gas TSO hereby starts the consultation on
Methodology for integrating Baltic Pipe in the Danish Market
Model

Energinet Gas TSO now publishes the "Methodology for integrating Baltic
Pipe in the Danish Market Model”

This is also the start on the consultation process which last until the 31
January 2021. It is the hope that the various stakeholders will voice their
guestions, concerns, comments and suggestion for improvements.

Energinet will also hold a user group on this Methodology on the 14
January 2021. Further practical infermation regarding participation and
links for attending the meeting will be communicated in the first week of
2021,
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THE METHODOLOGY

Clarification

The title might change

The method is described in chapter 3
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» Baltic Pipe

Offshore part of Baltic Pipe // Onshore part of Baltic Pipe

- Upstream regulation - Transmission regulation

\_ )
e

Main aim of the methodology is to create a simple model for
shippers which is seamless, transparent by:

One Market Model
One Balancing Model
One set of rules (RfG)
One Tariff system
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One joint Danish market model

ENERGINET

KBaIancing model

- Tariff model

- Products (CAM)

- IT-interface

- Platform (PRISMA)
- Terms

~

- Gas quality
- System operation

- Rules for gas transport, with specific rules on

e.g. N-TPA for the upstream point
Q)perational responsibility J

4 N

- Regulation

- Accounting - system operation costs and
deprecation will be allocated to the respective
company

- J
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SEGMENT ACCOUNTS

Capacity

Payment

Energinet Gas 150

100% ownership of
all infrastructure

Transmission

Upstream

Infrastructure
(Segment Account)

Infrastructure
(Segment Account)
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ADMINISTRATIVE BASIS

Energinet Gas TSO  y ¢ EP Il Branch Pipeline

Administrative Basis

Energinet Gas TSO receives all rights, including the entire technical capacity

rights in EP Il branch pipeline.

For these rights Energinet Gas TSO pays the costs for the EP Il branch pipeline
including a reasonable return on invested capital to the owner of the EP ||
branch pipeline.

If the commercial realities change in such a manner that the EP Il branch
pipeline is favored the parties of the Administrative Basis can renegotiate

K after 15 years. /
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NEW POINTS - PART OF THE ENTRY/EXIT SYSTEM

RES ENTRY

JEZ — JOINT EXIT ZONE
Entry —> JEZ = DANISH CONSUMPTION &
. SWEDISH NET CONSUMPTION
North Sea N <~- REVERSE DIRECTION. ONLY FROM
/ SWEDEN TO DENMARK

4 Shipper benefit )
* One market model
* One balancing market

* One set of rules (RfG)
\ * One tariff system Y.

ELLUND
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CAPACITY AT ENTRY NORTH SEA POINT

Available capacity of:
2.800 MWh/h

MWh/h
14.000 ~ 13.400
12.000 -
Capacity to be sold via auctions
10.000 -
Not bundled
8.000 1 Not covered by CAM
6.000 - (Potentially divided on the
following products

4.000 S g p )
2.000 - 1.340

Technical Capacity 15 years contracts 15 years contracts Quarterly contracts

Sold in Open Season . To be sold To be sold
[Long Term = 80%] . [Long Term = 10%] [Short Term 10%)]



SHALL WE FOLLOW THE ENTSOG
AUCTION CALENDAR?

Yearly auction 5 July 2021

s this practical?

Most likely, not received approval from regulator at this time

Frequency of

auctions

Number of products
per auction

Publication of
available capacity

Start of the auction

ENERGINET

e? Netork cog,
o For 202075,

Notification of
Bidding rounds allocation results Algorithm type

to participants

Auction calendar for firm capacity types

Year annual min ¥5 to max. Y15 1 mc:nt.h before the | 1* Monday of luly | )
auction starts™® B o s o i o o First round 3h:
Qlto Q4 1* Monday of August 9:00-12:00
Quarter quarterly Q2 to Q4 2 weeks before the | 1* Monday of November | Following rounds: No later thlan the Ascending clock
Q3 to Q4 auction starts™ 1* Monday of February 13:00 - 14:00 next b"fﬂ‘“"“
Q4 1* Monday of May 15:00 — 16:00 day
17:00-18:00
Month monthly M1 1 wee!: before the 3" Monday of the month
auction starts*
Day daily D1 With the start of the 16:30 30 minutes
auction No later than 30 . .
ith the start of the minutes®** Vniform price
Within day hourly H+4 wit aE;tion Every hour 30 minutes




QUESTIONS

Comments, questions and suggestions on the
consultation document




GENEREL REMARKS

What it good and what shall be improved in
the consultation document?

ENTRY NORTH SEA,
EARLY AUCTION

1) Isthere a need for capacity auction in the
summer 2021 for the gas year 2022/237?

2) Should an auction follow the ENTSOG
auction calendar (5. July auction)?

3) Regulatory decision is likely to be after July

OTHER COMMENTS

We also appreciate all other comments and
remarks
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SUMMARY OF THE DIALOG AT THE USER GROUP

This slide is a short summary of the dialog at the user group on the methodology, held on
the 14 January 2021. There were only a few questions. The session lasted from 9.00 to 9.45

« Comment: Would like to se the pros and cons for other alternatives than the selected solution.

« Comment: The proposed solution was the basis for those committing for Open Season contracts,
therefore are there no other alternatives.

e Comment: Could the current Danish upstream infrastructure be included in the Danish Market
model, in a similar way as the upstream part of Baltic Pipe. Reply: Yes, this can be considered for
the future, but not in this methodology.

* Request: Would like to have the tariffs calculations for the upstream point, if only using the
upstream part of Baltic Pipe. Reply: Yes, we will look into delivering this material.

e Question: Regarding the new upstream point in the North Sea. Will there be offered FCFS (First
come first served) in addition to the auctions at Entry North Sea? Reply: This is not the plan, but
will now be evaluated.

» Comments are welcomed until the 31 January 2021 (pjj@energinet.dk / +45 30513476)
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9.45-11.30
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TARIFF METHODOLOGY

Nina Synnest Sinvani, Energinet Gas TSO
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Status and timeline
Capacity-/commodity-split
Long-term multiplier

Gas-year versus calendar-year

Next step
AOB
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STATUS

Energinet are not planning on any major
changes to the tariff methodology
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2021 2022
Activity jan | feb | mar | apr | maj | jun jul aug | sep | okt | nov | dec | jan | feb | mar | apr
oUR T
ACER R

Consultation Pre > Final
Writing and development |
Finalisation
Shippers Forum A A A A

User Group A A A




KEEPING FROM THE 100 % DISCOUNT ON
2019 APPROVAL STORAGE POINTS

THE MULTIPLIER LEVEL




KEY TOPICS IN THE
2022 METHODOLOGY

LONG-TERM
MULTIPLIER

The possiblity to offer a discount for

shippers who make long-term capacity
bookings.

GAS YEAR VS.
CALENDAR YEAR

Nice to have — not need to have
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CAPACITY-/COMMODITY-SPLIT

Article 4.3(a) a flow-based charge, which shall comply with all of the following criteria: (i)
levied for the purpose of covering the costs mainly driven by the quantity of the gas flow;

 The only cost which is covering flow driven activities is compressor costs

e Historically it has been in a range of 1-6 mDKK

« 6 mDKK is approx. 1% of the total cost base

* A 90%/10% split will result in a commodity tariff of approx. 0,00008 kr./kWh

Development in tariffs
80 0,005

70 0,005
. 0,004
60 0,004 0,004
!
= 0003
20 14,62
10
14,62
0

2018/2019* 2019/2020** 2020/2021** 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026

Gas year

wu
o

0,003

DKK/kWh/h/y
w ~
(=]
DKK/kWh

27,65 27,56 0,002

o

0,002
0,001

0,001

0,000

BN Fniry N Exit Volume
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COUNTRY

The overall Picture is that commodity tariffs

are being phased out

Commodity tariff
B No commodity tariff




WHAT ARE YOUR
THOUGHTS ON
THIS?

* Does it make sense to
keep the commodity
charge?

* Possible booking
behaviour effects?

e Discriminatory effects?

* Any other things that we
should be aware of?
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LONG-TERM MULTIPLIER

”The Danish Utility Regulatory Authority notes that even though the Authority cannot
approve a multiplier in this form, this does not mean that a multiplier (discount) on long
and / or medium-term contracts cannot be introduced in the future.”

In the approval DUR (among other things) are highlighting 3 key issues:

* Discrimination between Open Season Customers and non-Open Season customers, since long
capacity booking were not a standard capacity product

 Competitive advances for 0S2009 in Ellund under a critical situation with the Tyra
redevelopment

* Need for an impact assessment, that shows the likely market- and economic impact
(redistributive effects) between different groups of shippers.
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STANDARD CAPACITY PRODUCTS

Is on the way...

* 5vyear capacity products will be offered from the next gas year

 Based on an incremental process Energinet have agreed to offer up to 15 year
capacity product south bound

* Also on the future point, Faxe, Energinet will offer 15 year capacity product

* For that reason it will probably make good sense to include Nybro and Entry
North Sea



TODAYS
SITUATION

Energinet will implement
standard capacity products >
1 year

The OS09 contracts expires
in 2023

 The redevelopment of Tyra is
expected to be finished in
2023
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INPUT ON LONG-TERM
MULTIPLIERS
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METHOD

The intention is to make a rebate that increases with the number of years booked

A .
It could in formula look something like this: Discount

Multiplier = (1 + x) — (x * number of year)

e.g. if X=0.004:
Multiplier(15 year) = 0.94

INPUT ARE VERY WELCOME!

Y
(NOTE: This is just an example, further analysis is needed.) =



ENLERGINET

GAS-YEAR VS, CALENDAR-YEAR

The future economic regulation will be in Oct.-Sep

calendar year. Should we change the tariff year? B Jan. - Dec.
What are your thoughts and comments B Apr. - Mar.
on this? W Jan. - Sep.

Pros and cons?
Anything that we should be aware of?



NEXT STEP AND AOB

e User Groups will be in March and
\VEYY,

A T AR AN ST

* Pre-consultation will start in June , SR ey m

* Final-consultation from August to
November

 Thoughts on way of working and
shipper involvement

* AOB
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SUMMARY

Thank you for a good dialogue and input. We have noted following to the different points
and will continue the work on that basis

e Capacity-/Commodity split:

* There were no wishes to keep the commodity tariff, therefor Energinet will continue with a tariff
methodology with 100 % capacity tariff

* Multiplier for long-term capacity booking:

* Energinet will continue the work to introduce a multiplier on long-term bookings as it was
communicated in the OS process for Baltic Pipe

* Gasyearvs. Calendar year:

* Energinet will explore the possibilities to change the tariff year from gas year to calendar year and
thereby align toward Germany and Poland

If you have any other questions or comments,
please contact Nina Synnest Sinvani (+452333 8902/nsy@energinet.dk)





