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Statoil reply to the ACM consultation “Strategic priorities E&G
wholesale markets”

Dear Sir or Madam,

Statoil appreciates the opportunity to comment on the ACM’s priorities for the wholesale gas and
electricity markets for the coming three years.

Overall, Statoil considers the priorities identified as correct. In our view, focus should be placed on
rapid completion of European market integration and national implementation of European
regulations, which is crucial to eliminating barriers and facilitating cross-border trade.

When it comes to early implementation of the EU Network Codes in particular, we recognise the
value in giving market parties early exposure to upcoming changes, which allows for a smoother
transition towards full implementation at a later stage. At the same time, pilot projects should be
developed with a view to their applicability to the overall internal market to avoid their becoming
merely national or regional experiences.

All in all, we see the well-functioning Dutch gas market as the leader on the European continent
and would like to commend the ACM on the efforts undertaken in recent years.

Please contact Laila Buligina (ng_gra@statoil.com) should you have questions regarding our reply.

Kind regards,

Olav Aamlid Syversen

Olav Aamlid Syversen
Head of Gas Regulatory Affairs

Natural Gas
Statoil ASA
Electronic non-signed version
Company Office address Telephone Internet
Statoil ASA Av de Cortenbergh 120 +322 774 82 54 www. statoil.com
Registered Number 1000 Bruxelles Email

NO 923 609 016 MVA Belgium ng_gra@statoil.com


mailto:ng_gra@statoil.com

> |
Ve
= A
Our date Our reference Administrative officer ‘ S [a[o I I

2012-05-02 Laila Buligina

Your date Your reference
104195

Q1
To what extent do you agree with the above priorities for the wholesale markets for
electricity? Explain your answer.

Statoil agrees with the priority of completing European market integration, primarily through
implementation of European regulations. Regarding guaranteeing security of supply in a future
where sustainable energy has a greater share, Statoil sees this priority as closely linked to the
priority of completing European market integration. In particular, we agree that it is crucial to
ensure that divergent national capacity mechanisms and support schemes for renewables do not
come in the way of integrating energy markets, and that the incentives for investing in energy-only
markets are not reduced by the presence of capacity mechanisms in neighbouring countries.

Q3

What do you think the order of the priorities should be? Explain your answer.

As in our response to question 1, we think the focus should be on market integration, since the
creation of market-based efficient flows of electricity across Europe is the most effective way to
guarantee security of supply. We consider the implementation of the current regulatory framework,
supplemented by the effective entry into force of EU Network Codes, as sufficient to achieve these
results.

Q4

Are the proposed actions adequately concrete in your view? Explain your answer.

Statoil welcomes the ACM’s intention to actively participate in European discussions on ‘capacity
remuneration mechanisms’ in order to contribute to identifying advantages and disadvantages and
drafting common European criteria for introducing CRM. We would, however, be concerned if
lengthy discussions at the EU level ended up increasing uncertainty for investors and delaying
investment decisions, which would run counter to the objective of contributing to generation
adequacy.

Overall Statoil believes that there may be circumstances in which the adoption of capacity
mechanisms is necessary as a second-best solution to correct existing distortions. However, they
should be introduced only if and when steps to improve the functioning of the “energy only” market
are clearly insufficient. Furthermore, measures should be adopted only after a thorough analysis of
factors such as demand-supply outlook, generation profile and trends in neighbouring markets. Our
preferred option remains competition and market-based mechanisms. We do not consider as a
desirable model a market design in which all energy sources in the end are subsidised and there is
no room for competition.

Statoil also welcomes the ACM'’s intention to start research into the need to adapt the current
European market model because of the ambition to achieve 100% sustainable energy, as market
design needs to be adapted to new realities in the power market. We share the ACM’s
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substantiation for this action in terms of the importance of a shared European vision on the market
model for the future for creating clarity for investors and a framework in which transitional
measures (such as temporary capacity mechanisms) can be assessed.

We would like to add that a comprehensive cost assessment is an indispensable component of
such a model. This should factor in the balancing and system costs of renewable energy sources,
which comes with their full integration into wholesale power markets.

Q6
To what extent do you agree with the above priorities for the wholesale markets for gas?
Explain your answer.

As in the case with electricity, Statoil agrees with the priority of completing European market
integration, primarily through implementation of European regulations.

When it comes to the implementation of the REMIT provisions in the Netherlands, we would like to
refer to our views expressed in consultations by ACER and the European Commission. In
particular, data collection and reporting obligations should not place onerous and unnecessary
burdens on market participants or regulators. Equally, upstream pipeline transportation networks
and the transportation of LNG are not within the scope of REMIT and contracts for those services
should not be reported. In the case of the Norwegian Continental Shelf, upstream system
information will be published on a platform in Norway.

Q8

What do you think the order of the priorities should be? Explain your answer.

As in our response to question 1, we think the focus should be on market integration. The
finalisation and rapid implementation of European gas Network Codes is crucial to eliminating
barriers and facilitating cross-border trade.

Q9

Are the proposed actions adequately concrete in your view? Explain your answer.

As indicated above, overall, Statoil is favourable to early implementation of European legislation as
a means to facilitate full implementation at a later stage. At the same time, more extensive
consultation of market parties would be preferable, prior to proceeding with early implementation
as well as during the implementation process. Furthermore, when developing pilot projects, overall
European market integration should be considered in order to avoid that the pilot projects remain
merely regional experiences.

Regarding the Balancing Network Code, Statoil is of the view that the market based balancing
regime in the Netherlands as introduced in 2011 has been functioning well in terms of adequate
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costs and risk exposure for network users, and the role for network users to keep the system
balanced without too much intervention from the TSO. We would prefer the changes to the current
regime to be minimal.

When it comes to adjusting transport tariffs for storage, Statoil recognises the view that gas flowing
in and out of a storage facility has already entered the relevant entry/exit system. Transportation
tariffs to and from a storage facility should reflect this reality in the form of an adequate and cost-
reflective discount compared to other entry and exit points.

Q10
What role do you expect the NMa to take in the proposed actions and what role do you see
for the market parties? Explain your answer.

The role of the regulatory authorities is to provide a predictable regulatory framework in which
market parties receive information regarding changes in a timely manner.

The stability of network codes and tariff structures is important. In the drafting of a number of
framework guidelines and network codes the retroactive applicability to existing contracts has been
examined. Statoil wishes to point out that retrospectively adjusting the tariffs and other key
provisions in existing contracts discourages investment and opens up contracts to lengthy and
expensive renegotiations and should therefore be avoided. Statoil urges the ACM to consider this
in their contribution to EU network code development.
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