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Foreword 

 
 
The present consultation document illustrates the position of the Authority for Electricity and 
Gas (hereafter: the Authority) on the regulation of the natural gas balancing service. In line 
with the position set out in the previous consultation document DCO 25/2010 of 26 July 2010, 
the first step envisaged is the introduction of a simplified balancing system based on market 
mechanisms.  
 
The document also identifies the changes in the regulations governing the natural gas 
transmission and storage services that will be necessary for the introduction of this balancing 
system.  
 
The consultation document is being disseminated to enable operators to evaluate the 
completeness, consistency and adequacy of the proposed measures and to point out any 
problems that they feel might arise in adopting the measures.  

Interested parties are invited to submit their observations and suggestions to the Authority no 
later than 26 January 2010. To make it easier to publish the content of the responses to the 
consultation, comments should be submitted, where possible, in electronic format.  

Operators who wish the documents they submit to be treated, wholly or in part, as 
confidential or secret must indicate which parts of their documentation are to be considered 
confidential. 

It is preferable for interested parties to send in their observations and comments through the 
interactive service provided on the Authority’s website. Alternatively, observations and 
proposals may be sent by email (preferable), with the file containing the observations sent as 
an attachment, or by fax or post (please choose just one of these options) to the appropriate 
address shown below 
 
 
 
 

Autorità per l’energia elettrica e il gas 
Direzione Mercati 

Unità dispacciamento trasmissione trasporto e stoccaggi 
 

Piazza Cavour 5 – 20121 Milano  
tel. 02.655.65.284/290 

fax 02.655.65.265  
e-mail:   mercati@autorita.energia.it 

sito internet:   www.autorita.energia.it 
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1 Introduction 

1. In consultation document DCO 25/2010 of 26 July 2010 (hereafter DCO 25/2010) 
the Authority developed the reflections initially set forth in document 
DCO 10/2008 of 18 April 2008 (hereafter DCO 10/2008). It outlined how the 
regulation of the natural gas transmission, balancing, storage and distribution 
services might develop in a manner that would foster to the development of the 
natural gas market. The Authority also considered these lines of development to be 
in keeping with the European Union (EU) provisions contained in the “Third 
Energy Package” and with the provisions of Law 96 of 4 June 2010. DCO 25/2010 
envisaged that each of the aspects it discussed would be put out to further 
consultation to evaluate its implementation in greater detail.  

2. The present document, in light also of the input from stakeholders and recent 
developments in the law, intends to examine the natural gas balancing service and 
the introduction of a balancing system based on market mechanisms.  

3. Following the publication of DCO 25/2010, Legislative Decree 130 of 13 August 
2010 (hereafter Decree 130/2010) was adopted. Decree 130/2010 contains 
“measures to increase the competitiveness of the natural gas market and transfer 
the resulting benefits to final customers”.  

4. For the purposes of the present document the provisions of Decree 130/2010 
specifically designed to foster flexibility of supply in the natural gas market are 
worthy of special note. Art. 11 entrusts the Authority with the task of defining, by 
the end of February 2011, the provisions governing merit-order balancing in the 
natural gas market, with a view to applying the regulations with effect from 1 April 
2011.  

1.1 The principal findings of the DCO 25/2010 consultation relative to the provisions 
on the introduction of a market-based balancing system  

5. The consultation conducted through DCO 25/2010 attracted broad and significant 
participation by all interested parties. In this paper we shall summarise only the 
key points that emerged from the consultation in relation to the introduction of a 
market-based balancing system.  

6. The main recommendations expressed in DCO 25/2010 on the subject of balancing 
met with broad agreement and were generally appreciated. In this consultation 
document they will be taken as starting points, with possible modes of application 
being illustrated later in fuller detail, as will any amendments to the current 
regulations required for implementation purposes.  

7. The starting points for our considerations in this document are: 

a) the introduction of a balancing market based on criteria of economic merit, a 
prospect that attracted broad agreement from the parties consulted. They 
consider the Authority’s approach to be in line with the competitiveness and 
flexibility requirements of the gas system and in keeping with the domestic and 
EU legislative framework;  
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b) the retention of the “gas day” as the reference period for balancing; 

c) the definition of a single balancing zone (a single virtual point in the national 
transmission system as the relevant point for balancing); 

d) responsibility for balancing the system to lie with the major transmission 
system operator (TSO); 

e) some activities involved in the balancing market to be assigned to the Gestore 
dei Mercati Energetici; 

f) the gradual, simplified introduction of the market-based balancing system.  

8. As regards the role of the Gestore dei Mercati Energetici (Energy Market Operator, 
Italian initials GME), the observations submitted during the consultation were in 
favour of the GME being involved in managing the regulation of the economic 
elements of the system (charges etc). They also agreed with its role as central 
counterparty for the balancing market, in light of its extraneity to the economic and 
commercial interests of most system users. 

9. The arrangements suggested in DCO 25/2010 for the gradual introduction of a 
market-based balancing system also attracted broad agreement. The proposed first 
step: (a) would not change the current arrangements for physical system 
dispatching, which hinge on the use of storage managed by the major storage 
system operator (SSO); and (b) envisages participation in the market for the 
procurement of balancing resources solely for bids that correspond to a readiness 
to increase/reduce injections to or withdrawals from that company’s storage sites. 
This simplified model would also make it possible to implement the system within 
the challenging timescale required by Decree 130/2010.  

10. The simplified market-based balancing system (Italian initials SBSM) outlined in 
DCO 25/2010 envisages the introduction of a daily market-balancing session. In 
this session, the quantities of natural gas bought or sold by the balancing operator 
and by other users, and the corresponding charges, will be determined for each gas 
day. The system will also determine: 

a) the overall system imbalance, calculated as the difference between the balanced 
programmes of injections to and withdrawals from storage, as inserted by 
users, and the injections or withdrawals as actually measured; 

b) the bids accepted on an economic merit basis, up to the point where they 
correspond to the overall system imbalance; 

c) the imbalance price, equal to the price corresponding to the last bid accepted; 

d) injections to or withdrawals from storage by each user of the balancing system, 
which equates to the sum of the nominated quantities and those accepted in the 
balancing market. 

2 Actors involved and overview of the SBSM 

2.1 Scope of the Authority’s intervention in the balancing market 

11. With a view to introducing a balancing system based on market criteria and on 
charges that reflect the cost of procuring the resources necessary to cover 
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unbalanced positions, DCO 25/2010 highlights the need to up-date the current 
regulations governing:  

 the “treatment” of imbalances: in imbalance situations, the current system of 
so-called “balancing equations” envisages that users should “automatically” 
draw on storage resources (their own and the system’s); 

 the arrangements whereby resources for balancing are made available: at 
present users give the operator responsible for balancing “delegated 
authority” to use storage in their name and on their account.  

12.  On the basis of the above considerations we can define the scope of the Authority’s 
intervention with respect to the lines set out in DCO 25/2010 and clarify any need 
for reforms. The Authority’s action will follow the logical framework set out 
below.  

13. The first proposed change concerns the way of imbalances are treated in the 
relationship between the operator responsible for balancing and its (imbalanced) 
users. Rather than being considered as gas withdrawn from (or injected to) storage 
by the imbalanced user, the gas used by the balancing operator to “cover” these 
positions should be considered as gas sold to (or bought from) that same user by 
the balancing operator.1 

14. Equating actions to “cover” users’ imbalances to a purchase or sale of gas between 
the imbalanced user and the balancing operator entails a need to:  

a) introduce a new system to ensure that the balancing operator has the necessary 
resources to remedy imbalance situations (since the “delegated authority” to use 
storage in the name and on account of the user is no longer adequate) 

b) reform the rules governing imbalance charges by configuring them no longer as 
mere penalties but as pecuniary considerations owed for the above-mentioned 
sales/purchases to cover imbalance positions.  

15. The balancing services market as proposed in DCO 25/2010 performs the function 
referred to at point (i) above and is a pre-condition for the regulation of charges as 
referred to at point (ii). It takes place after the close of the various daily and infra-
day markets, in the context of which users of the balancing service may also buy 
quantities of gas to reduce their imbalances.  

16. In the simplified form of SBSM that the Authority intends to adopt initially, storage 
is the only resource to be used by the balancing operator, which will therefore buy 
the services needed to provide the service for its users from storage capacity 
owners. These last-named are also users of the balancing system.  

17. There is a public interest in the security of the system which the balancing service is 
designed to protect. It should be noted at the outset that the aim pursued by the 
SBSM (in the framework described at point 14 i) and ii)) means that the balancing 
operator must have guaranteed and reliable resources at its disposal. These 
balancing resources must, however, be selected using market criteria.  

                                                      
1 This  last provision  is  also  confirmed  in  art.  21.5 of Legislative Decree  164/00, under which 

TSOs are entitled to buy and sell gas “for the sole purposes of system balancing”.  
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18. As already specified in DCO 25/2010 (and before that in DCO 10/2008), the 
Authority’s provision for this obligation on the owners of balancing resources is 
equal in nature to (and so has the same legislative foundation as) the provisions 
currently in force. These envisage that balancing service users “delegate” the 
operator responsible for the service to access and use their storage capacity for 
balancing purposes.  

19. A similar framework to that described in DCO 25/2010 can be found in the 
electricity sector. Here, users of the dispatching service who own “entitled units” 
are required to submit bids in the market (the dispatching services market – MSD) 
through which the national system operator (Terna S.p.A.) procures the resources 
necessary to deliver the dispatching service (which includes system balancing). 
“Entitled” units are production units that meet certain technical requirements to 
deliver the services needed for balancing and for resolving congestions. 

20. Thus, in the present document users of the balancing service who meet the 
requirements to take part in the SBSM and are therefore subject to the relevant 
obligations, are defined as “entitled users”. This borrows in part from the 
terminology used in the electricity sector. 

2.2 The actors involved: sphere of responsibility 

21. The framework set out in the previous paragraph makes it possible to identify the 
actors involved in the Authority’s initiative and to clarify their responsibilities. 
More specifically, at least the following actors can be identified: 

 the major TSO; 

 the SSO; 

 the energy markets operator (hereafter, GME); 

 users of the balancing service; 

 entitled users. 

2.2.1 Major TSO 

22. The major TSO is the company that operates the national pipeline network and has 
access to most of the infrastructure of which it is composed. At present, the major 
TSO is Snam Rete Gas S.p.A. 

23. Although the concept of major TSO was initially developed in the Authority’s 
regulations, it was subsequently adopted by the legislator and is used habitually in 
both the primary legislation and in the secondary legislation of other 
administrations.  

24. As highlighted in DCO 10/2008, the major TSO is responsible for balancing the 
national gas system, since the balancing activities of most importance to the system 
are carried out within the national pipeline network.  

25. Indeed, the responsibilities of the other TSOs (for example the “regional” 
companies), in addition to those aspects strictly connected with transmission on 
their own networks, take the form of a series of tasks and obligations laid down by 
the Authority. These tasks and obligations are mainly of an informational nature or 
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related to the allocation of gas among users of their networks. They are 
instrumental to the major TSO in providing the balancing service for the national 
system.  

26. This approach is also in line with the new EU directives and the implementation 
criteria defined by Law 96/2010. To this end, under art. 17.4(r) of Law 96/2010, 
the implementing legislation for Directive 2009/73/EC will have to identify a 
single counterparty at the national level for the purposes of access to the transport 
and balancing services.  

27. In this context, the introduction of the SBSM has a direct effect only on the major 
TSO, since it is responsible for balancing. However, the implementation of this 
system, as we shall see more clearly later, involves the reform of certain provisions 
concerning aspects that are included in the responsibilities of all TSOs (including 
at the regional level).  

28. In this document, therefore, the expression “major TSO” refers solely to the 
balancing operator (namely, Snam Rete Gas S.p.A.). The expression “TSO” will 
refer to all TSOs in general (whether the major TSO or others).  

2.2.2 SSO 

29. Storage is the principal resource which the operator with responsibility for balancing 
draws upon to deliver the balancing service. In the simplified model illustrated by 
DCO 25/2010 storage is, indeed, the only resource that can be used for this 
purpose.  

30. The SSO is responsible for controlling, monitoring and physically moving gas flows 
into and from storage sites. It is required to manage all of the capacity at its 
disposal in a coordinated and integrated manner (art. 12. 1 of Legislative Decree 
164/2000). The SSO’s responsibilities also include interacting with the balancing 
operator to ensure that the latter can make the necessary withdrawals from and 
injections to the entry and exit points corresponding to each storage site to enable 
the optimal operation of the national network and of system balancing2.  

31. In other words, it is through the major TSO that the SSO, in governing the flows of 
gas necessary to the functioning of the system (art. 8.6 of Legislative Decree 
164/00), actually accesses the main resource required to ensure that the system is 
balanced.  

32. Moreover, for the purpose of introducing the SBSM, DCO 25/2010 highlights the 
need for continuity with the current system in managing dispatching. As things 
stand at present: 

                                                      
2 This coordination function is guaranteed by a set of provisions which include:  
(i) art. 16.2 of Resolution 119/05, envisaging agreements between TSOs and SSOsSSOs to 

ensure the necessary degree of coordination between them 

(ii) the clauses from the storage code referring to coordination with Snam Rete Gas S.p.A. for 
the purpose of balancing the national pipeline network (cf. Chap. 2, § 2 of Stogit S.p.A.’s 
storage code, approved by the Authority with Resolution 220/06). 

 

 



  10

- there are two SSOs, each of which manages its plant in a coordinated and 
integrated fashion: Stogit S.p.A., which holds nearly all Italy’s capacity; and 
Edison Stoccaggi S.p.A., which holds the remainder.  

- it is established practice for the major TSO to have recourse, for network 
dispatching purposes, only to the storage sites operated by Stogit S.p.A., and not 
to those of Edison Stoccaggi S.p.A.  

33. In line with the goal of rapid and immediate implementation of the SBSM, 
therefore, and with the practice currently followed in procuring resources for the 
balancing service, the storage facilities of Stogit S.p.A. will be as the only resource 
available.  

34. However (as we shall see later in greater detail), some of the measures designed to 
implement the SBSM involve all SSOs and not just Stogit S.p.A.. In the present 
consultation document, therefore, when we are referring solely to Stogit S.p.A. as 
holder of the only resources admitted to the balancing market, we shall use the 
expression “major SSO”. With the expression “SSO”, on the other hand, we are 
referring to all SSOs as such.  

35. A final observation is that ownership problems also emerge with respect to the role 
of the major TSO and major SSO in the balancing service. These derive from the 
current ownership structure of the companies, a matter on which the Authority has 
expressed its opinion repeatedly, most recently with its report to Parliament and the 
Government on 22 November 2010, PAS 27/2010. 

2.2.3 Gestore dei Mercati Energetici (Energy Market Operator) 

36. The balancing market is the market through which the balancing operator purchases 
the right to use (through the actual intervention of the SSO) the necessary 
resources to ensure that the system is balanced.  

37. Transactions in this market are, in general, managed through trading platforms that 
match demand for and supply of these resources. Demand is expressed by the 
balancing operator and supply by entitled users.  

38. For the purpose of implementing these platforms, the legislative framework 
currently in force gives the GME sole responsibility for the economic management 
of the gas market (art. 30.1 of Law 99/2009). At the same time, it classifies this 
market – and any other platforms set up by the GME – as components of the 
natural gas system as referred to at art. 1.1(ee) of Legislative Decree 164/2000 (on 
the same footing as network infrastructure). These provisions explain the 
involvement of the GME in implementing the SBSM.  

39. Moreover, as illustrated in DCO 25/2010, the Authority intends to give the GME 
further responsibilities, in addition to organising the SBSM negotiating platform. 
These include the role of central counterparty for that market, as well as 
responsibility “for  the financial settlement of balancing, potentially with reference 
to both amounts corresponding to bids accepted in the balancing market and 
amounts corresponding to imbalances”.  
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40. In legal terms, this approach translates, in the first instance, into the attribution to 
the GME of responsibilities inherent to the balancing service. These concern, most 
notably: 

(a) the completion, in the SBSM context, of purchases to ensure the right to use 
balancing resources. In this respect, the GME is also required to make any 
payments resulting from the transactions concluded;  

(b) the delivery of the balancing service, with particular reference to the 
economic aspects of sales deemed to have been made to “cover” the user’s 
imbalances. From this perspective:  

- sales and purchases must be considered as between the user and the 
GME, given the latter’s role as central counterparty of the SBSM; 

-  the GME is subject to the counterparty risk connected with the settlement 
of any payments due. 

41. Second, the GME’s above-mentioned responsibilities and duties must be consistent 
with the general system framework, which attributes responsibility for balancing to 
the major TSO. More specifically, this framework means that, in putting in place 
the actions and duties described at point 40, the GME acts on behalf of the major 
TSO, which must be given responsibility for coordinating and controlling the 
GME’s activities. This coordination and control role concerns at least the 
following profiles, already illustrated in DCO 25/2010: 

 for the purpose of concluding and settling transactions on the SBSM, the major 
TSO decides which of the bids received and ordered by the GME the latter is 
required to accept; 

 for the purpose of delivering the balancing service, the major TSO determines 
users’ imbalances and the resulting gas sales and purchases which must be 
considered as concluded between users and the GME. 

42. The responsibilities of the GME and the major TSO will be set out in detail in the 
regulations actually adopted by the Authority with respect to the above-mentioned 
profiles. For any aspects not specifically regulated, the coordination and control 
relationship between the major TSO and the GME could be regulated in detail in a 
specific agreement between the parties, to be submitted to the Authority for 
approval.  

43. Third, giving the GME tasks connected with delivering the balancing service and 
procuring the relative resources (on behalf of the major TSO) means that, in 
carrying out any connected activities, the GME is subject to the Authority’s 
regulatory power. In this, it is on the same footing as any other operator in the 
natural gas supply chain. As a result, in performing these activities, the GME 
would also be subject to the Authority’s powers of sanction and prescription (as 
referred to in art. 2.2 (c) and (d) of Law 481/1995) in cases of failure to comply 
with its provisions or of harm to the rights of balancing service users or entitled 
users.  

44. The GME’s responsibilities, as described above, offer advantages from the point of 
view of the efficiency of the energy markets. This applies not least in consideration 
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of the experience the GME has acquired in the operation of the markets and 
financial settlement of the transactions taking place in them. More specifically, 
giving the GME responsibility for purchases in the SBSM context and for sales in 
that of the balancing service makes it possible to:  

 draw up a more rational and efficient system of guarantees with resulting cost 
savings for balancing users. Since these users also make use of the transport 
service, they tend to already have a relationship with the GME (for example, as 
operators taking part in the gas exchange, in the SBSM as entitled actors, or in 
the electricity markets); 

 provide more effective protection to ensure that the market functions properly 
and correctly. This is particularly important, given that the major TSO is 
currently controlled by the wholesale market incumbent, which also holds the 
main share of the resources needed for balancing.  

45. As an alternative to the “model” described above, the responsibilities of the GME 
could be limited to creating and operating the trading platform through which the 
SBSM is implemented. This alternative option (similar to the current model 
followed in the regulation of the electricity dispatching service and the connected 
MSD) would, it follows, involve a different role for the major transport operator, 
which would:  

 be the counterparty in the transactions conducted in the SBSM with respect to 
the bids submitted by entitled users; 

 be the counterparty in sales deemed to have been concluded in the balancing 
service context, for the purpose of dealing with users’ imbalances;  

 assume the responsibility, and the related risk, for regulating and settling the 
economic aspects of any transactions concluded in the SBSM and of sales and 
purchases concluded in the context of the balancing service.  

2.2.4 Balancing users 

46. Users of the balancing service are those users who, once the access procedures are 
completed, acquire the right to inject and withdraw gas to/from the national 
pipeline network. 

47. As the gas balancing service is regulated as part of the transport service, balancing 
users correspond to users of the major TSO’s service. 

48. From the contractual point of view, balancing users are responsible for balancing 
their injections to/withdrawals from the network. This responsibility takes the form 
of:  

a) an obligation to nominate injections and withdrawals; 

b) an obligation to take part in the SBSM, if it has the necessary resources; 

c) the treatment envisaged by the Authority for imbalances (the quantities of gas 
involved in imbalances are considered as items for purchase/sale) and in any 
payment obligations arising as a result; 
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49. To this end, the responsibilities that the Authority intends to assign to the GME also 
need to be considered. This means that, again from the perspective of the 
contractual relationship between users and the balancing operator, users agree that 
sales/purchases of imbalance gas (as per para 48.c) should be concluded with the 
GME, which acts on behalf of the balancing operator.  

2.2.5 Entitled users 

50. Entitled users are users of the balancing service who have the resources necessary 
for balancing and which meet the technical requirements to be offered on the 
balancing market. All entitled users are users of the balancing service, but not all 
users of the balancing service are entitled users. 

51. The obligation for entitled users to take part in the SBSM derives from the general 
responsibility incumbent upon users accessing the national network to ensure that 
injections and withdrawals are balanced (48.8). This obligation serves the public 
interest of system security, which is a key goal of the entire balancing service. 

52. Indeed, as noted in section 2.1, this obligatory requirement is intended to enable the 
balancing operator to acquire the right to access the resources needed to balance 
the entire system, not just those needed by the individual user formulating the bid. 

53. Since in the early stages of the new balancing system the Authority intends to limit 
the SBSM to storage only, accessible through the sites operated by Stogit S.p.A., 
users entitled to use the SBSM are those who have acquired from Stogit the right to 
use one or more of the services it provides.  

54. From this perspective, therefore, the requirements that the user must meet for 
eligibility to use the SBSM need to be constructed with reference to the storage 
capacities – offered by Stogit – of which the user disposes.  

55. To this end, for example, the services purchased from importers of gas from non-EU 
countries to build up strategic reserves cannot be considered. Users of this service 
have no right to draw on these gas stocks.  

56. Moreover, for system security purposes, the balancing operator needs to have actual 
access to all the resources necessary to achieve this end. In the current system, this 
happens through the user’s “delegated authority” to use their storage reserves in 
their entirety and without limits. To ensure that the balancing operator has similar 
access to resources (and so to ensure the same levels of system security) in the 
context of the SBSM, the bids that entitled users are required to submit in the 
market must concern amounts of gas corresponding to the injection and withdrawal 
capacities at their disposal, with regard to purchase and sales bids respectively.  

57. DCO 25/2010 highlights the advantages, in terms of system efficiency, of allowing 
users to offer amounts greater than their injection and/or withdrawal capacity. The 
Authority therefore intends to provide that entitled users’ bids should not be 
limited to the amounts that are subject to the obligatory offer criteria set out in the 
previous paragraph. Consequently, these amounts should be seen as minimum bid 
amounts. The maximum quantities that can be offered are established, for each 
user, from the amount of gas available to them in storage (for sales bids) and from 
the residual storage space capacity (for purchase bids).  



  14

2.3 Overview of the SBSM 

58. The introduction of a balancing market, albeit a simplified one, affects many aspects 
of the regulation of the gas system: the organisation of the transport and storage 
services and of the market session in which the resources needed for balancing are 
procured. To provide a fuller understanding of the simplified balancing model, 
having described the role of each of the actors involved the paper will now provide 
an overview of all the activities necessary for or related to balancing. This will 
provide some useful background to the proposals that will be described later on 
and examined in more detail.  

59. The overall organisation of the SBSM will be illustrated below, with reference to 
the sequence of activities envisaged by the actors involved and a proposed 
timescale for those activities. In establishing this timescale, and not least to 
facilitate the prompt implementation of the measures proposed, the following 
considerations were taken into account: 

 at least in the early stages of application, there is no need to change the 
deadlines currently envisaged for nominations issued the previous day (D-1) or 
for the close of the first and second session of the Virtual Trading Point (Italian 
initials PSV); nor is it necessary to change the terms for the provisional balance 
submitted by the major TSO; 

 the deadline for notification of the allocations to storage relative to the previous 
day should be brought forward, in view of their significance for the purposes of 
managing nominations and accepting bids during the balancing session (taking 
into account the simplified criteria used to formulate them); 

 changes should be allowed to the nominations of withdrawals from and 
injections to the transport network, including those from/to storage, for the 
current day (D), up to a suitable deadline that would enable transactions 
conducted for the current day to be taken into account; 

 a period of 2 hours following the deadline for changes to the nomination is 
deemed to be adequate for the submission of bids during the balancing session; 

 the outcomes of the previous day’s balancing session should be determined in 
advance of the deadlines envisaged for changes to the current day’s 
nomination, the submission of bids in the balancing market and the definition 
of programmes for the following day;  

 the current deadlines for determining the imbalances of balancing service users 
should be used, bearing in mind that they may be brought forward in relation to 
changes in allocation/load profiling processes, which will be considered in a 
separate consultation document. 

60. The sequence of activities proposed in the SBSM, if the GME handles all the 
SBSM’s transactions on behalf of the balancing operator, is set out below: 
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Activity timescale  

Gas day 
/month 

Time 

Activity 

D-1 12:00 Transactions at the PSV for the following day are recorded 

D-1 13:00 Balancing service users send their nominations for the following day to 
SSOs and TSOs 

D-1 17:00 Transport and SSOs accept or request changes to the nominations 

D 16:30 Transactions at the PSV for the current day are recorded  

D 17:00 Users send SSOs and TSOs any changes to their nominationss for the 
current day  

D 17:30 The major SSO informs the GME, once the latest changes to the 
nominations have been submitted, of the minimum and maximum bid 
amounts for each entitled user 

D 19:00 Entitled users submit bids during the balancing session 

D+1 10:30 The balancing operator notifies the GME of the overall system imbalance 

D+1 11:00 The GME notifies users and the major SSO of the purchase and sales bids 
accepted during the balancing session; the daily balancing price is 
published 

D+1 11:30 Users of the balancing service are informed: 

- by TSOs, of the provisional transport balance for the previous day  

- by SSOs, of allocations to storage 

M+3  The balancing operator informs the GME and users of the daily imbalance 
for each user 

M+3  Balancing costs/charges are adjusted 

 

61. It should be noted that the timings illustrated above enable users to balance their 
positions by using to best effect the current day-ahead and gas-day sessions at the 
PSV (first and second sessions), including through the GME market platforms 
operating there. To support users’ balancing decisions in these sessions, the chapter 
dedicated to changes to the balancing rules should provide for the balancing 
operator to publish system balancing information in a prompt and timely manner. 
The Authority’s recommendations in this respect will be presented in the chapter 
dedicated to changes in the rules governing the gas transport and balancing 
systems.  

62. For entry points interconnected with neighbouring countries or with regasification 
terminals, any changes to injection and withdrawal programmes during the gas day 
should be coordinated with appropriate changes in the nomination and matching 
procedures for upstream interconnected infrastructure. In the present document, 
these procedures are presented as preparatory steps to the further development of 
the balancing system.  
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63. Lastly, with the introduction of an SBSM there is no longer any underlying need to 
introduce a session for ex-post registration at the PSV. On the contrary, a session 
of this type is considered to be counter-productive since: 

a. the resources available to operators for trading, starting from the deadline for 
day D, would amount solely to those corresponding to the changes made to the 
storage services’ relative injection and delivery positions, already offered, in 
full, in the balancing market envisaged at the end of day D; 

b. the setting of the daily imbalance price and of allocations to storage for each 
user would need to be postponed until after the close of this ex-post session. 

3 Changes to the rules governing gas transport and balancing 

64. This section of the document will illustrate the changes and additions to the rules 
governing transport and balancing in the natural gas system as defined by the 
Authority. It will also cover the arrangements for their application, as contained in 
the major TSO’s network code and which are necessary to implement the new 
SBSM.  

65. The criteria for the balancing of the gas system are defined in Resolution 137/02, 
and more specifically in articles 16, 16bis and 17. The relevant points are: 

a) balancing users’ responsibility to maintain a balance, on a daily basis, between 
energy injected and withdrawn (art. 16.1); 

b) users’ faculty to “delegate” authority for the TSO to use their storage capacity 
(art. 17.11) 

c) the application of charges to users who fail to maintain the balance (art.16.2) 
and the definition of those charges on the basis of the size of the imbalance 
(articles 17.1, 17.2 and 17.3); 

d) a requirement for the TSO to inform users of the estimated size of their 
imbalance (art. 16.4); 

e) the method for calculating users’ imbalances (article 16bis).  

66. The rules governing the application of the above provisions are set out in the 
network code for transport and more specifically in Chapter 9, on “Balancing”. The 
rules make a precise distinction between “physical balancing” of the system and 
“commercial balancing”.  

67.  “Physical balancing” serves to maintain balanced flows within the transport 
network. It is managed through priority recourse to storage. The provision that is 
most relevant to this paper is that, to ensure that the transport network is 
“physically balanced”, the balancing operator is entitled to access the entire 
available storage capacity purchased by users. As a result, a different amount of 
gas may be withdrawn from (or injected to) storage from that requested by users as 
a whole (in this way the “delegated authority” envisaged under art. 17.11 of 
Resolution 137/02 is established and becomes obligatory on users).  

68.  “Commercial balancing”, on the other hand, serves in accounting for the gas 
injected and withdrawn by each user, and consequently in identifying imbalances 
and establishing any charges and costs envisaged for balancing purposes. Under 
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the current system, the user’s imbalance is offset by the withdrawal (or injection) 
of the gas held in storage by that same user, i.e., by the gas available to the system 
(strategic storage). The amounts of gas in storage for which each user is 
responsible are, therefore, allocated in relation to their imbalances.  

69. From a practical point of view, the introduction of the SBSM, in the terms set out in 
the present document, does not affect the arrangements for managing physical 
balancing (which hinge on recourse by the balancing operator to users’ available 
storage). It affects, rather, the arrangements for allocating withdrawals from 
storage to each user. From the regulatory perspective, on the other hand, the 
criterion whereby the balancing operator draws on the storage available to users 
has been changed, to become an obligation for the users to take part in the 
balancing market. The implementation of the SBSM requires additions to the rules 
governing balancing to ensure that the activities of the balancing operator, the 
organisation of the balancing market session and the adjustment of the economic 
elements are coordinated.  

70. First, the SBSM envisages that purchase or sales bids submitted by users in the 
balancing session (Chap. 6) are accepted up to the point where the system’s overall 
imbalance capacity is reached. This represents the amount of resources activated 
by the balancing operator. A first necessary addition to the rules, therefore, is to 
define the method used to determine this amount. In section 3.1 the Authority’s 
recommendations on this topic will be examined.  

71. Second, the SBSM envisages that the balancing operator should determine and 
notify the GME of each user’s imbalance, to enable the corresponding charges to 
be adjusted. The Authority’s proposals in this regard will be illustrated in section 
3.2. 

72. Third, the balancing operator’s tasks and obligations in notifying the GME of the 
amount of the daily imbalance for which each user is responsible need to be 
defined, for the purposes of settling the resulting charges. The Authority’s position 
on the content and terms of the notification will be illustrated in section 3.3.  

73. Fourth, the result of the DCO 25/2010 consultation revealed that balancing users 
feel a keen need to be able to re-nominate their injections and withdrawals in the 
course of the gas day in order to adjust their imbalance, insofar as it is known. This 
aspect will be covered in section 3.4. 

74. Fifth, for a market-based balancing system to function efficiently, information on 
the day’s network withdrawals and injections needs to be made available to users 
during that same gas day. Users can then plan their balancing actions and bids in 
the balancing session on that basis. The Authority’s recommendations on this topic 
are illustrated in section 3.5.  

75. Sixth, and last, the observations received on the positions expressed in DCO 
25/2010 indicate a general agreement on the Authority’s intention to amend the 
criteria for the allocation of transport capacity at entry/exit points interconnected 
with storage facilities. This change, which is intended to simplify the management 
of capacity at these points, is not an element of the SBSM. However, also taking 
into account the increasing interest for booking storage  capacity on a daily basis 
arising as a result of the introduction of a market-based balancing system, the more 
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timely its introduction becomes. The Authority therefore deems that it is 
appropriate to address the subject in this consultation document; it will be covered 
in section 3.6.  

3.1 Method to be used to determine and communicate overall system imbalances 

76. DCO 25/2010 highlighted that one of the main advantages of the introduction of the 
SBSM with respect to the current regulations or the hybrid system described there 
is that balancing users are promptly informed of their available storage gas. This 
takes into account that the gas moved by users each day will be the result of the net 
balance of nominations injections or withdrawals and transactions concluded 
during the balancing session.  

77. Given that the overall imbalance is needed to determine which bids are accepted in 
the balancing session, this total value must be determined promptly.  

78. DCO 25/2010 defines the overall system imbalance as the difference between the 
total amount of energy expected to be withdrawn from or injected to storage on the 
basis of the nominations drawn up by users and the total energy actually delivered 
or injected. Consequently, the overall system imbalance can be determined as soon 
as the amount of gas delivered or withdrawn has been measured and made known.  

79. This definition of the overall system imbalance suggests that contributing factors are 
net user imbalances (for the definition of which see the following section) as well 
as the imbalance attributable to the major TSO.  

80. Indeed, the balancing operator plays an active part in determining the network 
structure, which in turn has an impact on determining the overall imbalance. It is 
passive with respect to the application of balancing charges in relation to its own 
imbalance. It would be timely, therefore, for the method of determining the overall 
system imbalance to minimise the amount of any imbalance for which the 
balancing operator is responsible and the difference between the overall imbalance 
and that attributable to balancing users. To this end, it might be desirable, before 
the overall system imbalance is determined, for the balancing operator to update 
the elements of its own balancing equation with any definitive data available at the 
time (which, on the basis of the formulation of that same equation, regard line-pack 
variations and power-station consumption). 

81. In more detail, therefore, the balancing operation should, in order:  

a) calculate the amount of energy nominated for injection to (or withdrawal from) 
points on the network interconnected with storage facilities as the sum of the 
nominated amounts. As far as the amounts for which it is responsible are 
concerned, it should consider the nominated quantity as updated on the basis of 
the data available at the time of calculation (line-pack variation and 
consumption); 

b) determine the amounts of energy moved at points on the transport network 
interconnected with storage facilities; 

c) calculate the overall system imbalance as the difference between nominated 
energy as at letter a) and the energy actually moved as at letter b); 

d) notify the GME of the overall system imbalance as referred to at letter c). 
Following the timescale proposed in chapter 2, this notification should take 
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place no later than 10.30 of the day following that to which the imbalance 
refers.  

82. As seen at point 2.3, the timescale for these activities should make it possible for the 
outcome of the balancing session to be determined in good time for it to be 
implemented in the provisional balance for the previous day.  

3.2 Determination of the imbalance term in the user’s balancing equation 

83. The introduction of the SBSM does not require substantial changes to the definition 
of imbalances as contained in art. 16bis of Resolution 137/02. An addition is, 
however, necessary to the current allocation criteria at entry/exit points located on 
the transport network and interconnected with storage facilities. This addition 
should provide for these criteria to be calculated, for each user, as the algebraic 
sum of the nominated amounts entering or leaving at those same points, as last 
modified by the user, and any amounts sold or purchased by the same user during 
the balancing market session.  

84. The addition illustrated above should be applied in the resulting amendment to the 
provisions of the transport network code, with particular reference to the 
formulation of the balancing equation. Indeed, the current formulation of that 
equation is not compatible with the framework outlined in the present document, 
since it envisages that the term “user’s imbalance” is equal to the energy moved 
from storage, defined as the result (for each gas day) of the algebraic sum of the 
following terms:  

a) energy injected at entry points to the national network other than storage; 

b) energy withdrawn at redelivery points on the regional network or at exit points 
corresponding to export links or transport networks operated by companies 
other than the major TSO; 

c) energy transferred to the TSO to cover self-consumption, network losses and 
gas not accounted for;  

d) the net balance of the transactions concluded at the Virtual Trading Point. 

85. In detail, therefore, the changes to the user’s balancing equation for the 
implementation of the new balancing system will concern:  

a) the addition of the term representing the energy moved from storage, 
determined in keeping with the provisions set out at point 83; 

b) the substitution of the clause stating that the imbalance is automatically 
allocated to storage by one establishing that the imbalance term is offset by 
sales considered as being concluded with the GME on behalf of the balancing 
operator. 

3.3 Content and terms of notifications to the GME of the imbalance for which each 
balancing user is responsible 

86. The Authority feels that the balancing operator’s notification of the imbalance term 
to the GME should contain the information strictly necessary to the GME to 
determine any costs/charges connected with balancing (imbalance charges). The 
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notification should therefore only indicate, for each gas day, the value of the 
imbalance for which each user is responsible.  

87. With respect to timing, the notification should be sent immediately after the close of 
the transport balance. According to the procedures currently adopted, the balance is 
closed in the third month following the month to which it refers. The conditions 
and the Authority’s recommendations for bringing forward the close of the balance 
for the purpose of settling balancing charges will be examined in a separate 
consultation document.  

3.4 Introduction of injection and withdrawal re-nomination 

88. The re-nomination of injections and withdrawals during the gas day, most notably 
for points where this serves to make changes to gas flows, is essential to the 
implementation of an advanced market-based balancing system and its efficient 
functioning.  

89. In a context where it is necessary to move to a simplified balancing system, and in 
keeping with the timescale envisaged for its implementation, the introduction of 
the re-nomination is only relevant to storage injection and withdrawal points. This 
is because at these points it is possible to change the amounts of gas for the actual 
injection and withdrawal of which each user is responsible, including during the 
gas day to which the amounts refer (since they are the result, physical flows being 
equal, of an agreed allocation). Indeed, the introduction of re-nomination at the 
other points of the system: 

a) would require, for points where the nomination is changed as a result of a 
change to the physical flow for which each user is responsible (entry points 
from regasification plants or interconnected with neighbouring countries), that 
the necessary procedures be developed for the modification of the physical 
flows (nomination and matching procedures). These require coordination with 
the operators interconnected upstream/downstream for points interconnected 
with neighbouring countries and the necessary procedures in the context of the 
regasification codes; or 

b) would have no effect, since the system described in the present document does 
not envisage the application of charges for errors in scheduling, for points (or a 
set of points) for which the nomination is an estimate of actual flows 
(redelivery points or entry points interconnected with national production).  

90. That said, in the context of the intervention under study, the Authority intends that 
users should have the possibility to change nomination during the gas day, with 
sole regard to entry/exit points interconnected with storage and redelivery points 
on the transport network. From this perspective, the Authority deems that re-
nomination should be allowed between all TSOs and their users. In presenting the 
possible deadlines for re-nomination (17.00 on the gas day), the Authority bore in 
mind that changes should be allowed to the nomination as a consequence of any 
transactions conducted at the PSV during the gas day. The need for the 
nominations to be defined in good time for the offers to be submitted in the 
balancing session was also borne in mind. 
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91. As regards the re-nominations of gas flows at regasification terminals and at 
network entry points interconnected with neighbouring countries (significant to 
balancing efficiency in an advanced system), the Authority’s recommendations on 
the subject will be examined in the section dedicated to the preparatory steps for 
the further development of the balancing system.  

3.5 Informational obligations to the benefit of users 

92. This section illustrates the Authority’s recommendations as to the information 
considered relevant, especially after the introduction of the SBSM, and which the 
major TSO should therefore make available to its users. The recommendations take 
into account the current procedures and systems for the recording and allocation of 
gas flows to users.  

93. First, a distinction should be made between information regarding the trend in 
injections and withdrawals, and therefore the balancing situation at system level, 
and the same information but relating to individual users’ positions.  

94. The first set of information is of primary importance to enable users to predict the 
sign (positive or negative) and amount of the overall system imbalance, given the 
impact of this amount on the imbalance price, at the end of the gas day. This 
information can guide users’ choices regarding any changes to nominations from 
storage, or the formulation of bids during the balancing session.  

95. In light of current flow-measurement and allocation processes, the availability of 
information pertinent to each actor is of critical importance in enabling the TSO to 
produce sufficiently accurate estimates to clearly guide users’ actions. It is doubtful 
whether the availability of this information during the gas day can make a 
significant contribution to the efficient operation of system balancing. This is 
because the result of individual actions designed to balance individual positions 
could end up increasing the overall system imbalance. Conversely, information on 
“system” imbalances is clearly decisive since, through its influence on the 
imbalance price, in the last analysis it also determines the economic value of 
individual users’ positions.  

96. Also of importance in this regard are the provisions contained in art. 21 of 
Regulation EC 715/2009. Paragraph 2 provides that the TSO  shall provide 
sufficient, well-timed and reliable web-based information on the balancing status 
of network users. It also establishes that the information provided shall reflect the 
level of information available to the TSO. Section 3 of Annex I of the regulation3 
specifies the information which transmission companies are required to provide. 
More specifically, it identifies the relevant points on the transmission network4 for 
which the transmission operator is required to publish a list of information which, 
in the context of the information necessary for balancing, concerns the nominated 
and physical flows. This information should be published as soon as it is available, 
along with the estimates used to determine the system status at the end of the 

                                                      
3As amended by the European Commission decision of 10 November 2010 (2010/685/EU) 
4 Relevant points include all entry and exit points with the exception of redelivery points to final 

customers  and  to  production  facilities  for  which  the  information  should  be  published  in 

aggregate form. 
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balancing period (in terms of gas expected to be in the system or else the system 
imbalance). This information should be up-dated on an hourly basis, unless the 
regulatory authority has granted exemption from this requirement in the event that 
its publication could give rise to anti-competitive conduct.  

97. It should also be noted that the introduction of these EU provisions to the national 
framework could result in the task of providing the required information being 
allocated to the major transmission operator for the entire network. This option 
would be more efficient since it centralises the available information and is 
consistent with the balancing system described here, which envisages a single 
balancing zone, and is in line with the provisions of Law 96/2010. It will as a result 
be necessary to ensure that other transmission companies promptly make any 
information they are responsible for available to the major transmission operator.  

98. On the basis of the previous considerations the Authority feels that for the 
implementation of the SBSM the major transmission operator’s information 
obligations should be supplemented by the publication of at least the following 
information in aggregate form:  

a) the nominated amounts, with a distinction between those injected and those 
withdrawn;  

b) an hourly up-date, during the gas day, of the trend in injections and 
withdrawals; 

c) an hourly up-date on the overall system imbalance expected at the end of the 
gas day. 

99. A further sphere of informational obligations concerns the possibility of conditions 
of scarce injection or delivery capacity with respect to overall system balancing. 
Such conditions could lead to imbalance prices being applied as envisaged at point 
146. The Authority feels that a specific task should be defined in this regard, for 
which the balancing operator would be responsible. This would envisage notifying 
users that such conditions are imminent, to enable them to take timely action to 
activate alternative balancing sources.  

100. An alternative approach would be to envisage that, where conditions of scarcity 
seem likely, the balancing operator should take timely action to procure alternative 
balancing resources (for example by buying or selling gas in the spot markets, with 
the effect of increasing or reducing the amounts expected to be injected from 
abroad).  

3.6 Change in the criteria for the allocation of transport capacity at entry/exit points 
interconnected with storage facilities 

101. The Authority intends to provide for transport capacity at entry and exit points 
interconnected with storage facilities to be allocated to the SSO. This approach 
would facilitate the flexible management of capacity at these points and is 
especially desirable following the introduction of the daily balancing market. It 
involves a public service obligation on SSOs to redeliver natural gas to their users 
at a point downstream of the interconnection point. It follows that:  
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 users have a right to obtain redelivery downstream of the interconnection (with 
due respect for the provisions of the transport network code), as an essential 
service offered as part of the storage service; 

 the SSO has a right to have its users recognise the costs it has incurred to fulfil 
the transport contract, which is implemented through the allocation of capacity 
at the interconnection;  

 the SSO has a responsibility to its users to comply with the obligations arising 
from the above-mentioned transport contract. As a consequence, in the event 
that the SSO does not fulfil its obligations, it will not in general be entitled to 
obtain reimbursement from users for any sums owed to the TSO as a 
consequence of the failure to comply. 

102. For introduction of the proposed change, it will also be necessary to envisage 
ways to share the transport costs among storage users. More specifically, for the 
transport-capacity cost component the cost-sharing method should take into 
account the share of storage capacity (injection or delivery) held by the user (as 
an average for the month, if applicable). 

103. This initiative also requires that the point where the gas is delivered by the SSO to 
its users and vice versa be defined. In the case of regasification terminals the 
methods of application defined in the regasification codes specify this point as 
being the PSV, the organisation of which envisages that the gas be transferred to 
users on the basis of transactions registered by the terminal operator. 

104. The Authority feels that the solution adopted for regasification terminals entails 
two potential problems. The first concerns the management of redeliveries on the 
same footing as transactions between the regasification terminal and its users and 
not, as would be more appropriate, as the allocation to users of the gas injected to 
the network. The second concerns the outlook for the evolution of the gas 
balancing system, with the introduction of instruments to resolve any network 
congestions and to procure, including for overall system efficiency, localised 
balancing resources. 

105. From this perspective, in defining the measures under examination the Authority 
intends to evaluate methods for deliveries and redeliveries between SSO and 
users under the rules for allocation at points on the transmission network 
interconnected with storage facilities. This is without prejudice to the need to 
define in detail any further steps needed for their complete implementation. The 
Authority therefore feels that, for the reasons set out above, its initiatives on this 
issue can at the same time be applied to regasification terminals’ redeliveries.  

4 Recommendations regarding the management of the risks associated with the 

system’s exposure to users 

106. The introduction of the market-based balancing system creates a greater need for 
criteria to manage the risks associated with the system’s exposure to users of the 
balancing service. In drawing up the detailed rules on this subject, the Authority 
feels its intervention should focus on defining the criteria under which the 
balancing operator, including through consultation with stakeholders, establishes 
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detailed and transparent arrangements for application. The operator will then 
submit them to the Authority for approval, in accordance with the regulations 
governing network codes.  

107. First, the role of the balancing operator in this context must be defined. Specific 
tasks that include the daily monitoring of the system’s potential exposure vis-à-vis 
each user must be allocated and timely measures adopted to protect the system. 
The elements required for the balancing operator to perform this activity are set out 
in greater detail as follows:  

a. the potential exposure of the system (Italian initials EPS) with respect to each 
user u of the balancing system (hereafter EPSu) must be determined; 

b. the maximum EPSu that can be allowed in relation to the extent and types of 
guarantees made by user u must be determined; 

c. timely actions must be adopted for cases where EPSu exceeds the maximum 
allowable level for user u. 

108. It is clear that the points set out above are closely interdependent. For ease of 
illustration they will be presented in the order proposed above.  

4.1 Determination of the EPSu 

109. To determine, at any given time, the system’s potential exposure to balancing 
users, the following factors must be considered: 

i) amounts already established definitively but which have not yet been settled 
(regardless of whether the payment deadlines have expired);  

ii) amounts relative to the period preceding the moment of evaluation which have 
not yet been established definitively;  

iii) aamounts that may be payable by balancing users, corresponding to positions 
adopted during the minimum period of validity of the transport contract 
following the moment of evaluation. 

110. The following moments and periods in the system described above are therefore 
significant: 

a. the moment when the amounts  of balancing are determined definitively; the 
definition of this term will be discussed in a separate consultation document. 
For our purposes in this chapter, however, we can assume that for the economic 
elements of each day of month m the deadline is the last day of the third month 
following. The amounts for months m-4 and previous are therefore determined 
in each day of month m; 

b. the minimum period of enforceability of the transport contract. This is the 
period starting from the moment the balancing operator takes the steps 
necessary to suspend the performance of or annul the transport contract with a 
user and the moment the suspension/annulment takes effect. It ensures 
continuity of supply for the customers served by that same user. For the 
purpose of illustration we can assume that this period is two months.  

111. On the basis of the assumptions and hypotheses set out above, therefore, each 
user’s EPSu, at each evaluation period, will be the sum of:  
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a. amounts (determined and not yet paid) relative to month m-4 and previous; 

b. amounts not yet definitively determined relative to the period between months 
m-3 and m+2. 

112. As regards the amounts referred to at point b, a distinction should be made between 
two periods: 

a. the period preceding the moment (day) of evaluation, for which the amounts 
can be estimated on the basis of the balancing price, which is known, and each 
user’s imbalance as resulting from the provisional balance, still subject to a 
degree of approximation;  

b. the period following the moment of evaluation, for which the amounts must be 
estimated on the basis of hypothesis regarding both the balancing price and the 
imbalance that the user could accumulate.  

113. If a prudential approach is adopted in determining the degree of system exposure 
for the period referred to at point 112.b, the imbalance should be calculated on the 
basis of known data (any transactions registered at the PSV or at other points on 
the transmission system). Injections to the network should be considered as null 
(this parameter being in the user’s full control). Withdrawals should be estimated 
on the basis of the expected consumption by final customers supplied by the user at 
redelivery points where it has available transport capacity. The balancing price 
could be estimated with reference to the prices recorded at the balancing session 
relative to an earlier period decided in advance (for example, the average balancing 
price over the 30 days preceding the moment of evaluation). 

4.2 Determining the maximum admissible EPSu 

114. The approach outlined above envisages that the maximum admissible EPSu for 
each user of the balancing system should be based on the types and extent of the 
guarantees it has provided. In this regard the considerations already expressed in 
DOC 25/2010 should be recalled. DOC 25/2010 highlighted the burden on 
balancing users of an approach that envisages fully covering exposure through 
guarantees provided by the user. These costs are borne, in the last analysis, by 
consumers. DOC 25/2010 therefore recommended establishing a level of exposure 
covered by guarantees provided only in part by balancing system users. This would 
represent a trade-off between the cost of those guarantee mechanisms borne by 
users and the costs in terms of residual risk borne by the system and connected 
with the economic elements not covered by the guarantee mechanisms. Such a 
trade-off would minimise the overall cost of the system.  

115. This trade-off could be achieved by envisaging the possibility for the balancing 
operator to assign to each user a maximum admissible EPSu that could be higher, 
for example proportionately, than the total guarantees provided.  

116. In keeping with this approach, the balancing operator will define, on the basis of 
the criteria set out below, a proposed framework for the guarantee system that will 
be evaluated by the Authority. This evaluation would take into account the 
considerations set out above as regards the breakdown of the relative costs between 
users or the balancing system and the system itself.  
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117. For the purpose of defining this framework, the guarantees that the user can 
present should not be limited to financial guarantees (such as first demand bank 
guarantees). Instead, as already set forth in DCO 25/2010, other forms and 
instruments should be envisaged, such as the stock of gas owned by the user and 
held in storage or the rating issued by accredited institutes. It is clear, therefore, 
that in defining the maximum admissible EPSu for each user, all of the instruments 
and forms of guarantee provided by that user must be taken into consideration. 

118. Given the above considerations, the balancing operator’s proposal must therefore 
identify: 

a. the instruments and forms of guarantee accepted; 

b. the method of calculating the maximum admissible EPSu for each user on the 
basis of the instruments and forms of guarantee submitted and the amount of 
cover they provide. 

119. The possibility of considering gas held in storage as a form of guarantee, as already 
outlined in DCO 25/2010, deserves special mention. DCO 25/2010 noted that for 
this purpose a specific instrument would need to be defined which the balancing 
operator could use in the event that the user became insolvent. 

120. Users could therefore be given the option of offering the gas they hold in storage as 
a guarantee, including in the form of a pledge. In this case a specific agreement 
would be drawn up with the balancing operator.  

121. It should be noted that the above form of guarantee should be deducted from the 
EPSu (or, in principle, added to the maximum admissible EPSu; in this case, 
however, it would be necessary to recalculate this term on a daily basis). The term 
could be calculated as the product of the quantity of gas held in storage and an 
agreed price commensurate with an average balancing charge. 

4.3 Actions adopted by the balancing operator in cases where the EPSu exceeds the 
maximum admissible level 

122. This section will examine the actions that could be adopted by the balancing 
operator in cases where the EPSu exceeds the maximum level allowed, as 
previously established. These actions are intended to: (i) limit any options 
available to the user that could lead to an increased exposure of the system with 
respect to that user; and (ii) prepare the way for another company to supply that 
same user’s final customers. It is clear that the user could prevent the balancing 
operator’s actions from taking effect by reinstating, promptly and at least to the 
minimum extent required, the guarantees provided.  

123. The actions at letter (i) above, in line with the position already set forth in DCO 
25/2010, could take the form of limiting the prerogatives envisaged by transport 
and storage contracts and by the rules governing sales at the PSV and, more 
specifically: 

the faculty to record sales at the PSV; 

the faculty to sell/divest gas held in storage; 

the faculty to increase the capacity allocated at redelivery points (both in the 
case of another company supplying final customers and in the case of new 
allocations).  
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124. The actions described at letter (ii) above refer to the activities required to select 
which company takes over the supply to the user’s final customers, under the 
arrangements and timescale envisaged by the current regulations. It should be 
noted that the timing is significant not just to define the minimum period of 
validity of the transport contract as referred to at point 110. It is also relevant in 
determining the time from which the replacement can be considered to have taken 
place and from which the user will no longer be able to prevent the balancing 
operator’s actions from taking effect merely by reinstating the guarantees. 

5 Changes to the storage regulations. 

125. The essential impact that the introduction of the balancing system outlined in the 
present document will have on the regulation of the storage service concerns the 
method of allocating the volumes moved in the SSO’s storage facility.  

126. At present the gas allocated at entry/exit points interconnected with storage 
facilities is calculated as the result of the user’s balancing equation in the transport 
network. The assumption with the introduction of the SBSM is that, for each user, 
the gas allocated at entry/exit points interconnected with storage facilities is 
determined by the major TSO, as described at section 3.2. The calculation is based 
on the user’s nominations (as last amended) and any quantities sold or purchased 
by that user during the balancing market session. On the basis of the above 
allocations the SSO will determine the change in the user’s stock, taking into 
account the amounts of gas covering the consumption for which that user is 
responsible.  

127. A second question concerns the introduction of re-nomination. The arrangements 
and limits of re-nomination cannot be examined separately from the arrangements 
for organising the balancing session or from other changes to the storage 
regulations. This applies in particular to the delivery of the storage service on an 
interruptible or short-term basis, the timeliness of which was pointed out in the 
observations submitted in response to DCO 25/2010. The Authority’s 
recommendations on this subject are set out in section 5.1. 

128. A third question raised by some of the responses to DCO 25/2010 concerns the 
relationship between the introduction of the SBSM and the so-called minimum 
stock constraints as referred to in article 14 of Resolution 119/2005. These 
constraints are closely intertwined with the needs for which the storage was 
allocated and the Authority does not at present consider it appropriate to change 
them. Nor is such a change necessary to the operation of the SBSM, given the 
possibility for users to modulate their bids during the balancing session on the 
basis of the price offered and the introduction of flexible and short-term 
arrangements for access to the storage service, such as the users’ balancing service.  

129. Lastly, it should be pointed out that the system the Authority intends to introduce 
involves the coordination of information between the major SSO and the GME in 
order to determine each day the amounts of gas that each actor is required to offer 
in the balancing session and the ceiling applied to the relative bid. 
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5.1 Introduction of the re-nomination of storage and the rules governing the 
management of interruptible capacity. 

130. As regards the correlation between re-nomination and the organisation of the 
market balancing session, the arrangements proposed for making gas bids during 
this session enable users to achieve similar effects to re-nomination in terms of the 
total movement from storage. In other words, re-nomination and gas offers during 
the balancing session are, for storage users, complementary instruments to manage 
their available storage capacity.  

131. The provision illustrated at point 57 would allow users to offer quantities that are 
higher than their injection and delivery capacity, within the limits, respectively, of 
the residual space and gas stocks at their disposal. This provision envisages a form 
of access to storage that overlaps or replaces access through the allocation of 
interruptible or short-term capacity.  

132. Another consideration is that the management of storage based on nominations 
(and on the outcome of the balancing session) affects: 

a) the current rules governing the interruptible service, in that the amount of 
capacity that could potentially be interrupted would be determined at the same 
time as the nominatin were accepted (and not at the end of the period of 
reference as is currently the case for services offered by the major SSO); and 

b) the introduction and implementation of the rules governing third-party access 
to unused capacity (as required by EC Regulation no. 715/2009, article 17.3 of 
which provides that SSOs must provide users with access to unused capacity, at 
least on a day-ahead and interruptible basis). 

133. The definition of the two sets of rules necessarily entails a fundamental choice 
between two possible alternatives, as regards the time at which the SSO confirms 
the amount of interruptible capacity that can be used. More specifically, this time 
could be: 

a) during the gas-day preceding the day of use, i.e. when the nominations are 
accepted the previous gas day. In this case, for users of firm capacity, re-
nomination is restricted to capacity remaining after the interruptible capacity 
nominations are accepted; or 

b) during the gas day, at the end of the re-nomination deadline. 

134. In this regard, the first option serves to promote access to storage including for 
reasons other than the modulation of protected customers, for whom the current 
rules envisage priority access. As regards the option of making any non-nominated 
capacity available to third parties, in consideration of the complexity of managing 
a system of this type the Authority’s goal for implementation would be after the 
launch of the SBSM. 

135. Lastly, with regard to re-nomination, the relative deadline during the gas day 
should be established. Re-nomination also serves to manage the transactions 
conducted during the gas day at the PSV sessions and the infra-day session 
(currently at 16.30 of the gas day). The Authority feels, therefore, that the deadline 
should be set at 17.00 of the gas day. 
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136. Overall, in light of the above considerations, the Authority intends that the delivery 
of storage services should be managed and governed as follows: 

a) the current deadline (13.00), on the gas-day preceding that of flow, should be 
maintained for nomination both firm and interruptible capacity; 

b) the current deadline (17.00) for confirmation by storage firms, on the gas-day 
preceding that of flow, should be maintained with reference to both firm and 
interruptible capacity; 

c) concurrently with confirmation, the SSO should publish the limits within with 
users may change their nominations during the gas- day, on the basis of the r 
confirmed nomination of interruptible capacity; 

d) during the gas day users may change their nominations up to but no later than 
17.00 within the limits set out at letter c) above. 

6 Organisation of the balancing session 

137. Chapter 2 identified users entitled to submit bids in the balancing session and the 
relative bidding obligations. This chapter will illustrate in greater detail, assuming 
that the GME takes on the role considered at points 39 to 44, the criteria for the 
organisation of the balancing session in the SBSM. These criteria should be 
applied through regulations drawn up by the GME and approved by the Authority. 

138. The Authority feels that, for the general organisation and management of the 
balancing session, reference should be made to the principles set forth in the 
regulations governing the other gas markets. These already comply with the 
requirements of transparency, non-discrimination, confidentiality, the promotion of 
competition and the protection of anonymity of the bids submitted. This chapter 
will present the Authority’s recommendations as regards the specific elements of 
the balancing session and, more specifically: 

a) the arrangements for submitting bids; 

b) the arrangements for determining the bids accepted and the imbalance price; 

c) the GME’s informational and transparency obligations. 

6.1 Arrangements for submitting bids 

139. Each entitled user will submit two types of bid: 

a) one (ascending bid) regards the user’s intention to sell quantities of gas held in 
storage in addition to the amounts scheduled for withdrawal (or as a reduction 
to the amounts nominated for injection) 

b) the other (reverse bid) regards the user’s intention to buy quantities of gas to 
inject into storage, as a reduction to the amounts nominated for withdrawal (or 
in addition to the amounts nominated for injection). 

140. The entitled user will match each ascending (or reverse) bid to the minimum 
charge requested for the sale of the gas (or the maximum it is willing to envisage to 
purchase the gas).  
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141. Given that the obligation to bid consists of submitting bids equal at least to the 
injection or delivery capacity available to the entitled user, the minimum amount to 
offer for each type of bid will be determined: 

a) for ascending bids, as being equal to the delivery capacity available to the user 
net of any amounts nominated for withdrawals from storage, or in addition to 
the amounts nominated for injection; 

b) for reverse bids, as being equal to the injection capacity available to the user 
net of the amounts nominated for injection, or in addition to the amounts 
nominated for delivery. 

142. As regards the maximum amount that can be offered by each entitled user, the 
Authority considers that the maximum overall efficiency of the proposed balancing 
system can be achieved without further limiting the above-mentioned amounts. 
The only restriction would be the total amount held by the user in storage, for 
ascending bids, and the user’s as yet unfilled storage space, for reverse bids.  

143. To give entitled users sufficient bidding flexibility in the balancing session, the 
Authority feels that each entitled user should be able to submit more than one 
ascending bid and more than one reverse bid. Each would have different 
combinations of charges (requested or granted) and amounts offered (to buy or 
sell). This also takes into account the function of the bid for the user’s balancing 
purposes (point 5.1). Bearing in mind that, for simplicity of management, the 
number of bids should be limited, the Authority considers that each entitled user 
should be able to present a maximum of ten bids for each type.  

6.2 Arrangements for determining the bids accepted and the imbalance price 

144. For each session, after matching any compatible ascending and reverse bids, the 
GME will accept the remaining bids on the basis of the overall imbalance notified 
by the balancing operator. Where the overall system imbalance is positive (the 
amounts delivered from storage are greater than the nominated amounts) the GME 
will only consider ascending bids.  

145. To determine the bids accepted and the corresponding price, the model that the 
Authority intends to adopt is the marginal price auction. This envisages acceptance 
of the bids up to the point where they coincide with the overall imbalance, in 
economic merit order: 

a) where the overall imbalance is positive, ascending bids in the same order as the 
rising charge associated with them; 

b) where the overall imbalance is negative, reverse bids in the same order as the 
decreasing charge associated with them.  

At the same time, it envisages that the evaluation price should be equal to that 
associated with the last bid accepted.  

146. The Authority feels that the balancing session should be organised in such a way 
that the market can close and the imbalance price be evaluated even when the total 
resources that can be activated are insufficient with respect to the overall system 
imbalance. These resources correspond to available injection or delivery capacity 
or bids. For such cases, the Authority intends to define specific price formation 
mechanisms. More specifically, it considers that, in these situations, the imbalance 
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price should reflect the marginal price borne for system balancing, which 
corresponds to: 

a. a value commensurate with the cost associated with the reduction in demand, 
in the event of insufficient delivery capacity (or ascending bids); 

b. a value commensurate with the cost associated with the reduction in 
injections to the network at entry points other than storage, in the event of 
insufficient injection capacity (or reverse bids); 

147. The imbalance price applied to each user’s imbalance on a given gas day will be 
taken, regardless of the sign of the imbalance, as being equal to the evaluation 
price determined for the same gas day according to the procedures described 
above.  

6.3 The GME’s informational and transparency obligations 

148. The GME’s informational obligations can be broken down into obligations towards 
users in general and obligations towards the Authority. 

149. The former, which concern publicly accessible information, should provide 
aggregate information on market results and in particular the amounts traded and 
their evaluation price. During the initial application period the Authority feels that 
this information should be published as soon as the procedures adopted to obtain it 
have been completed. This is without prejudice to the possibility of delaying 
publication should the need arise to limit the scope for collusive conduct between 
market participants.  

150. The second type of obligation includes all the information that can be used to 
monitor active dynamics in the balancing session and verify that it is functioning 
correctly.  

7 Coordination obligations among system operators  

151. The organisation of the SBSM requires that an operational coordination system be 
defined for the users taking part in it as system operators: the major TSO, the 
major storage operator and the GME. 

152. The detailed regulations governing the method adopted by these operators to 
establish the necessary coordination arrangements can be defined in specific 
agreements and procedures agreed by them. These agreements and procedures, 
which will be in keeping with their respective roles and competences, will focus in 
particular on the regulation of information flows and their timing and content.  

153. The following information flows can be identified: 

a) from the major SSO to the GME, on the subject of identifying users entitled to 
submit bids during the balancing session, and the relative minimum and 
maximum amounts for which each is responsible; 

b) from the major TSO to the GME, on the subject of identifying the overall 
system imbalance and the imbalance of each balancing user; 

c) from the GME to the major SSO and major TSO, concerning the bids accepted 
in the balancing session for the purpose of defining their relative balances.  
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8 Preparatory steps for the development of the balancing system 

154. In this chapter, the Authority intends to identify a number of steps that will support 
the balancing system as it evolves, starting with the simplified model illustrated in 
previous chapters. We are referring here to initiatives that will help make 
additional resources available for balancing with respect to the storage capacity of 
the major TSO.  

155. These provisions concern the possibility, for balancing requirements, of changing 
the physical flow leaving (at redelivery points) and entering the network. As things 
stand at present, the most significant contribution in terms of balancing system 
efficiency could be made by entry points in the national system. The Authority 
intends, therefore, to examine the aspects concerning these points, and in particular 
entry points interconnected with neighbouring countries or with regasification 
terminals.  

156. As regards entry points interconnected with neighbouring countries, with 
Resolution ARG/gas 116/2010 of 28 July 2010 the Authority opened a procedure 
to introduce a daily and weekly transmission service and define the arrangements 
for TSOs to make any allocated and unused capacity available on a daily basis at 
the same entry points, in keeping with the EU provisions.  

157. In Resolution ARG/gas 116/2010 the Authority underscored the need to develop 
coordinated procedures between the companies operating interconnected 
transmission systems. The relative timescales should be compatible with those of 
natural gas trading at hubs interconnected with the same systems. These 
considerations also apply to the possibility of changing the physical flow at these 
entry points for system balancing purposes. Indeed, the introduction of nomination 
and matching procedures in the course of the gas day can be developed effectively 
on the basis of coordination between interconnected operators. To this end, the 
Authority intends to promote a coordinated action with the participation of the 
competent administrations of the neighbouring countries concerned.  

158. As regards entry points interconnected with LNG terminals, to use these resources 
for balancing purposes procedures would need to be defined to enable users of the 
terminal to change, during the gas day, the amounts that the regasification 
company injects to the network on their behalf.  

159. This possibility is already envisaged by the current regasification regulations 
contained in Resolution 167/2005 of 1 August 2005. Art. 10.4 grants users the 
right to use any operational flexibility associated with the redelivery of regassified 
LNG. The initiative under consideration could be included in the procedures to up-
date the regasification codes. The Authority therefore feels that in consideration of 
its complexity – with respect to the management of regasification and balancing 
activities – further analysis of the issue in working groups should be evaluated. 
Participants in these groups would include terminal users, regasification companies 
and the balancing operator.  

160. These working groups would also examine any other critical situations connected 
with the current arrangements for managing the allocation of the regasification 
product to users. It should be noted that the regasification codes provide for these 
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arrangements to be determined with reference to the monthly LNG delivery 
reports.  

 


