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Promoting choice and value for all gas and electricity customers

. Working with customers to understand
contingency arrangements

i Sonia Brown
Director, Wholesale Markets, Ofgem

Gas Contingency Arrangements — 13 October 2006



Winter 2005/06
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Promoting choice and value for all gas and electricity customers

Price trends — Winter 2005/06
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Outlook for Winter 2006/07 appears brighter...
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The road to winter...
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The market’s view.....
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‘Split Winter’ scenario seems likely...

| » But limited (if any) increase in flows from Norway
October _
J L | » IUK enhancement in ilace — 2 months earli
© TT7BBL on track - schedule remains fight
December
-~ rGasporton track (1* flows early Jan)
P
. Like last winter storage cycling is likely to be
important
|
March _ .
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Gas and electricity interactions also likely to be important
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Gas/Electricity market interactions

Gas fired ﬂenerators ﬁrovidinﬂ resEonse to ﬁas market
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Winter 2006/07 — experience so far...
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Promoting choice and value for all gas and electricity customers

C Why wouldn’t the gas flow? ]
- " Eiropean arrangements much more opaque

Lack of Transparency

e > Difficult to understand likely flows / storage
é

Lack of Liberalisation

-
G

Storage Obligations

L
emr———r

Gas quality
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Why the gas should flow:
Positive developments in Europe

N

New
Investment
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New LN :
© - » New terminal at Fos Cavaou (France)

Increased

_LLﬁ.DiQ.ﬁ.LQDQV » Gas quality — working with Fluxys to establish

EU Commission continues to take steﬁs forward in sectoral enﬁuirz
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Looking further ahead
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Beyond this winter: European Issues

» Work on regional initiatives underway

» European Winter Outlook Reports

urther information transparency Is neede

> Commlssmn contlnumg to push for wider market liberalisation —
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Gas Quality

/ LNG? » Open dialogue with industry and
> Need to establish customers
materiality of this issue > Working together with Fluxys and
» short / medium National Grid
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Summer Issues?

> Summer 2006 maintenance and high temperatures.

Electricity > Led to tight supply / demand conditions
' » 18 July : Demand control imminent notice

"' Continued Decline of UK Continental shelf

» UKCS maintenance - reduced gas supplies

Gas

Looking .
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Avoiding a gas emergency
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Information is key

» Aids the effective functioning of the market
» Helps to avoid a gas emergency as far as possible

> New SO incentives - demand

. wider audience
forecasting & web performance

_ "Winter outlook
» Gas Balancing Alerts _
» Options for energy buyers
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Commercial incentives

Incentives on parties to avoid a gas supply emergency

> Cash out arrangements

Ofgem is working with customers and suppliers to
ensure arrangements are clear

» Modifications to arrangements
» Work of demand side Working Group

> Seminar series
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Market Arrangements

Y

» Modified by Ofgem last winter

Emergency
» Stronger commercial incentives on shippers to

y

» Developed through DSWG
» Similar to NISM/HRDR in electricity
Gas Balancing » Recognises that some customers only want to respond

cash out

Alert to avoid an emergency
> 'Independent’ warning from SO
» Information and SMS alerts available from NG website
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Positive developments in GB:
Actual flow information now available

Instantaneous Flows (momiday)

System Entry Hame 15:24 15:26 15:28 15:30 15:32 15:34
AVONMOUTH 0.27 0.28 0.27 027 0.27 0.20
BACTON IC 0.00 0.00 0.00 0.00 0.00 0.00
BACTON OTHER 3.4 3.30 351 2.51 3.35 3.30 this month
BACTON SEAL 20,63 20 64 2072 2072 2072 20 62
BACTON SHELL .98 9.99 9.93 0.9z 9.94 0.94 :
» Gas sub-terminal flows
BARR O 0.00 0.00 0.00 0.00 0.00 0.00
DYNEVOR ARMS 0.00 0.00 0.00 0.00 0.00 0.00 onto GB system
EASINGTON
DIMLINGTON 742 7.2 742 7.2 742 7.5
EASINGTON
L&NGELED 4597 45 49 45 87 45 59 45 59 45 56
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Positive developments in GB:
New incentives on NG

concerns re: quality
iInformation

forecasting incentive iIncentive
» System gas demand » Avalilability/timel

Incentives are now Iin place

Avoiding a gas .
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Summary

» Important to remove any barriers to effective market operation
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