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UAB ,IGNITIS“ PROPOSALS FOR THE RULES FOR THE USE OF THE INCUKALNS UNDERGROUND GAS STORAGE FACILITY

Legal provision

Comment of the Company

Proposal

Annex 2. InCukalns underground gas storage
capacity products, their use and capacity
reservation procedure

2.4. Storage capacity available for reservation:
the capacity for the five-year bundled capacity
product and the capacity for storage capacity
for reserves shall not exceed 70 % of the
technical capacity of the storage facility. If, at
the end of the five-year booking period for a
bundled capacity product, the allocated volume
of storage capacity is lower, the unreserved
volume of storage capacity shall be included in
the volume of storage capacity available for
the booking of the bundled capacity product.

The consultation document states that 5 years product
attracts more interest compared to 1 year product. We wish
to highlight that 5 year product auctions were organized
before 1 year product and that sequence did have an impact
on market participants' decision making. It is not only the
qualities of the 5 year product but also other factors like how
auctions are organized, matters:
1. 5 year product auctions were organized before the 1
year product.
2. Amount of capacity offered during each auction round
was relatively small.

Storage operator organizes auctions in batches of up to 3
TWh on most occasions. Looking back on the auction results
for several years, it appears that the auction price is higher
when the offered capacity is below 3 TWh. This must be
redesigned going forward to ensure affordable storage
services for market players and consumers throughout the
Baltic States, Finland and beyond.

5 year storage product auctions were offered below 3 TWh
each round, creating unnecessary pressure on the market.

Therefore, the observed higher interest in the 5-year product
may be influenced by auction design, including timing and the
volumes offered during single auction round, rather than
reflecting a clear market preference for longer-term products.
lin this context, increasing the technical capacity to 70%
would not address the underlying issue and may further limit
access to the 1-year product. Maintaining the maximum
technical capacity percentage allocated to the 5 year product
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period for a bundled
capacity product, the
allocated volume of storage
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included in the volume of
storage capacity available
for the booking of the
bundled capacity product.




at a current 60% level ensures that the storage services are
more in line with market needs.

. |l Necessity of Drafting a Regulatory Act
Justification part of the consultation document

Justification part of the consultation document states that the
storage services no longer will be based on tariffs but rather
will be auction-based. This was also highlighted during
previous statements by the storage operator that it is moving
towards a market-based approach.

So far, the storage operator set a minimum bid price as a
main condition for each auction. Under the previous tariff-
based framework, prices were subject to regulatory approval,
ensuring that they were transparent and cost-reflective. In
contrast, under the current market-based model, it is unclear
what the minimum price reflects. In our view, moving from a
regulated tariff-based model to a market-based approach
means that the storage operator should accept the best bids
the market is able to pay at that point in time without a
minimum price level.

There are years like the current season when the storage
service price is well above the market possibilities to pay.
That results in storage being underutilized compared to what
would be the case if pricing reflected actual market
conditions. It's a lose-lose for the storage operator, market
participants, and end-consumers and increases the risk to

security of supply during the upcoming winter in the region.

Remove minimum price
level at the auctions.




Unofficial translation to Latvian

Tiesibu norma

Uznémuma komentars

Priekslikums

2. Pielikums. InCukalna pazemes gazes
kratuves jaudas produkti, to izmanto$anas un
jaudas rezervéSanas kartiba

2.4. RezervéSanai pieejamais kratuves jaudas
apjoms: jauda piecu gadu grupétas jaudas
produktam un jauda kratuves jaudai rezervém
neparsniedz 70 % no kratuves tehniskas
jaudas.

Ja, beidzoties piecu gadu grupétas jaudas
produkta rezervéSanas laikam, pieskirtais
kratuves

jaudas apjoms ir mazaks, nerezervéto
kratuves jaudas apjomu ieklauj grupétas
jaudas produkta

rezervéSanai pieejamas kratuves jaudas
apjoma.

ApsprieSanas dokumenta noradits, ka piecu gadu produkts
piesaista lielaku interesi salidzindjuma ar viena gada
produktu. VElamies uzsvert, ka piecu gadu produkta izsoles
tika organizétas pirms viena gada produkta izsolém, un $ada
seciba ir ietekméjusi tirgus dalibnieku Iémumu pienemsanu.
linteresi nosaka ne tikai piecu gadu produkta Tpasibas, bet ar1
citi faktori, pieméram, izsolu organizéSanas kartiba, tostarp:
1. Piecu gadu produkta izsoles tika organizétas pirms
viena gada produkta izsolem.
2. Katras izsoles kartas ietvaros piedavatais jaudas
apjoms bija salidzinoSi neliels.

Kratuves operators vairuma gadijumu organizé izsoles
partijas lidz 3 TWh. Analiz&jot vairaku gadu izsolu rezultatus,
ir redzams, ka izsoles cena ir augstaka, ja piedavata jauda ir
mazaka par 3 TWh. Turpmak ST pieeja ir japarstrada, lai
nodroSinatu pieejamus kratuves pakalpojumus tirgus
daltbniekiem un patérétajiem visa Baltija, Somija un citur.
Piecu gadu kratuves produkta izsolés katra karta tika
piedavats apjoms, kas bija mazaks par 3 TWh, tadéjadi radot
nepamatotu spiedienu uz tirgu.

Tadél noveroto augstako interesi par piecu gadu produktu var
ietekmét izsolu dizains, tostarp izsolu laiks un viena izsoles
karta piedavatie apjomi, nevis neparprotama tirgus
prieksroka ilgaka termina produktiem. Sada konteksta
tehniskas jaudas Tpatsvara palielinaSana Iidz 70 %
neatrisinatu pamatproblému un varétu vél vairak ierobezot
piekluvi viena gada produktam. Maksimala tehniskas jaudas
procentualad apjoma saglabasana, kas pieskirama piecu gadu
produktam, pasreiz€ja 60 % liment nodroSina, ka kratuves
pakalpojumi vairak atbilst tirgus vajadzibam.

2.4. RezervéSanai
pieejamais kratuves jaudas
apjoms: jauda piecu gadu
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2. |II. Normativa akta projekta izstrades
nepiecieSamiba — apsprieSanas dokumenta
pamatojuma dala

psprieSanas dokumenta pamatojuma dala noradits, ka
kratuves pakalpojumi turpmak vairs netiks balstiti uz tarifiem,
bet gan tiks noteikti izsolu cela. To iepriekSejas
komunikacijas ir uzsveris arT kratuves operators, noradot, ka
tas virzas uz tirgus principos balstitu pieeju.

L1dz Sim kratuves operators katrai izsolei ka galveno
nosacijumu ir noteicis minimalo piedavajuma cenu.
lepriek$é€ja uz tarifiem balstitaja reguléjuma cenas tika
apstiprinatas regulatora, nodroSinot to parskatamibu un
atbilstibu izmaksam. Savukart pasreizéja tirgus modell nav
skaidrs, ko tieSi atspogulo minimala cena. Masu ieskata
pareja no reguléta tarifu modela uz tirgus pieeju nozime, ka
kratuves operatoram butu japienem labakie piedavajumi,
kurus tirgus attiecigaja bridi spéj samaksat, nenosakot
minimalas cenas [imeni.

Ir gadi, pieméram, pasreizéja sezona, kad kratuves
pakalpojuma cena batiski parsniedz tirgus iespé&jas to
samaksat. Rezultata kratuve tiek izmantota nepietiekami,
salidzinot ar situaciju, ja cenu limenis atspogulotu faktiskos
tirgus apstaklus. Tas ir zaudéjums gan kratuves operatoram,
gan tirgus dalibniekiem, gan galapatérétajiem, ka art palielina
piegades droSuma risku nakamaja ziema regiona.

Izsolu ietvaros atcelt
minimalas cenas ITmeni.
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