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Julian Majdanski

Secretary, Modification Panel

Office of Joint Transporters

Ground Floor Red

51 Homer Road

Solihull

B91 3QJ
15 January 2008
Dear Julian
Re: Code Modification Proposal 0189 Amendment to the QSEC Auction Timetable
Statoil (UK) Ltd does not support this proposal for the following reasons:
Interaction with substitution of Entry Capacity

· It is our understanding that implementation of an entry capacity substitution methodology, necessary to facilitate the achievement of the entry capacity substitution objectives, has been delayed until 19 May 2008 and that a later date of 2 June 2008 applies to having an approved entry capacity substitution methodology statement in place
.  This would mean that the 2008 QSEC auction would be undertaken before an approved substitution methodology is in place, meaning that, if substitution is assumed to be effective, Users bidding for incremental capacity may pay more than is necessary, were the substitution obligation in place, as National Grid Gas NTS may have to invest on the system, where they might otherwise have substituted that capacity from elsewhere.  
However, this is a preferable outcome to capacity being substituted away from an Entry Point, prior to Users being able to secure that capacity in the long term auctions.  Surely, the more efficient outcome would be to have the substitution methodology approved and in place prior to the QSEC auction, but not initiate the mechanism until after the QSEC auction, to enable Users to develop effective bidding strategies, if considering signalling a requirement for incremental capacity.  Having minimum detail, at present, on any potential substitution methodology, we reserve judgement, in this instance, as to the effectiveness and potential unintended consequences, of substituting capacity between entry points.  Delaying substitution until at least 2009 might go some way towards mitigating some of this risk outlined above.
Interaction with baselines
· There is an obvious interaction with baselines and changing the date of the QSEC auction.  In Ofgem’s recent TPCR Ofgem Baseline Review – Baseline proposals document (ref. 299 / 07), there remains some uncertainty, with respect to Section 23 Implementation of baselines.  The later the baselines are implemented, the less time and, therefore, certainty, Users have to enable them to develop efficient bidding strategies in the QSEC auction.

Potential detrimental affect on User’s ability to bid effectively

· There is a risk that bringing forward the QSEC auction may limit Users’ capacity to bid effectively in the long term as there is the potential for less information and certainty in April than there is, later on in the year.
For the above reasons, we consider there remains a significant degree of uncertainty, which may have a negative impact on Users booking their long term requirements in the forthcoming QSEC auction, leading to a knock on impact on the efficient and economic operation of the pipe-line system as signals for investment in those auctions may be based on less information, less certainty and less time than would otherwise be the case, were the QSEC auction held in September.
Please do not hesitate to contact me if you wish to discuss any of the above.  
Yours sincerely

Christiane Sykes

UK Regulatory Affairs Manager

Statoil (UK) Ltd

*Please not that due to electronic transfer this letter has not been signed.
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� Direction issued to National Grid Gas Plc by the Gas and Electricity Markets Authority pursuant to paragraph 10 of Special Condition C8D of the gas transporter licence in respect of the NTS.  Dated 5 September 2007.
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