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17 April 2019 BY EMAIL

Andrew Knight

Chief Executive

Gas Industry Co

Level 8, The Todd Building
95 Customhouse Quay
PO Box 10-646
Wellington 6143

Dear Andrew

Submission on Information Disclosure Options Paper

This letter, and the attached completed submission template, forms OMV's
submission on the Information Disclosure Options Paper issued by GIC in March
2019.

While the template includes our responses on the specific questions included in the
Options Paper, the essence of our submission is set out in the body of this letter.

Scope of the Options Paper
OMV is surprised at the broad scope of the Options Paper.

The paper is a response to concerns expressed by the Minister and some industry
participants about potential information disparities that came to light as a result of
the 2018 Pohokura outages. The focus of the concerns (as we understand them)
relates to outage information.

However, the paper expands to consider information flows in relation to a number
of other aspects of the upstream industry (although, for some reason, there is no
similar expansion in terms of the scope of user information that might be subject to
aregime). We do not understand GIC's basis for this expansion of scope, and do
not think it is warranted.

° The potential “problems” identified in the paper are largely a simple list of
areas where it is considered that there is information disparity, based on
generalised economic principles that the free flow of information is a key
element of a competitive market.

. The lack of any real problem definition has significant flow on effects in the
paper. In the absence of a clearly defined problem, aspects of the paper
become very high level, and it is difficult to comment on them in a
meaningful manner. . For example, it is difficult to comment on detailed
design aspects of a disclosure regime (such as whether it should be
regulated or voluntary, what information should be covered, and a cost
benefit analysis) in advance of having clearly defined the problem that the
regime is intended to address.
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Disclosure of Outage Information

From our perspective, the only area where there is an identified problem is in relation to outage
information (planned and unplanned). In this regard, the Pohokura outages of 2018 have highlighted
concerns of some participants that information disparities around the outages may have meant that
some parties had a greater ability to offset the impacts of the outage than other parties. We do not
have first hand knowledge as to whether this did occur, or is just a perception, but we are alive to the
concerns.

Our initial reaction is that some of the concerns (and perceived benefits of a disclosure regime) may be
overstated for three reasons:

1. The major impacts from the Pohokura outages related to shortage of gas itself, rather than any
information disparity. This appeared to be widely recognised at the GIC workshop in later
March. Any information disclosure regime will not address the underlying supply position of
the market.

2, A lack of understanding of the dynamics of the current gas market appear to have contributed
to the issues/concerns of some parties in (and outside of) the gas industry. It appears some
parties may not have understood:

a. how the supply side of the market has contracted in recent years, due to the age of the
Maui Field in particular;

b. the increased reliance on the key supply facilities, and the risks posed by any outage
of those facilities;

c. the flow-on impact that gas supply issues could have for other sectors such as the
electricity market.

Increased information disclosure itself will not address these points. A focus on improving the
level of understanding of market dynamics may provide better outcomes — this may require
both an investment of time and resource by affected parties, and educational efforts by GIC
and market participants.

3. We are concerned that the expectations of the effectiveness of information disclosure of
outage information may be unrealistic. The nature of outages in the sector (especially
unplanned outages) is such that there are limits to the certainty and reliability of information. In
the case of the Pohokura outages, uncertainties as to the duration of the outage mean it is
questionable whether the release of consistent information would have allowed for a materially
different response by affected parties.

Despite the above, OMV can see potential benefit in introducing a simple regime which provides for
consistent disclosure of outage information. While we have doubts whether such a regime will make a
major difference to participants’ abilities to address the impact of outages, we can see a benefit in
terms of enhanced market confidence.

If a regime is introduced to disclose outage information, we consider it should:
° cover all participants who have facilities where an outage may impact short term market pricing

— crucially, this includes users as well as producers?; a regime that only covered producers
would not be effective (and indeed it could entrench some aspects of information disparity);

1 In this letter, and the attached template, we do recognize the concerns expressed by Methanex about the potential implications
on its business if its outage information was available to global competitors. In our view, the design of any outage disclosure
regime must deal with those concerns appropriately.

Page 2 of 20



L4 A4
oMV

provide for release of a consistent set of information in relation to planned and unplanned
outages, broadly along the lines identified on pages 26 and 27 of the Options Paper;

recognise the limitations of such information — while information should be provided on a good
faith basis, the nature of outages (particularly unplanned ones) is such that:

o there is a significant degree of uncertainty around some information (eg. the exact
timing and duration of outages) which increases with the length of the required lead
time for disclosure; and

o the underlying situation may change, meaning that disclosed information (while
accurate at the time it was disclosed) subsequently becomes inaccurate.

Parties must rely on information at their own risk, and will need to have responsibility for
ensuring a good understanding of the sector and the market in order to make decisions based
on disclosures. Feedback at your workshop suggested downstream participants understood
this, and were comfortable with such an approach.

Preference for a Voluntary industry led regime

ltis difficult at this early stage to provide meaningful responses to the general questions posed in the
Options Paper about the relative advantages and disadvantages of the types of regime — voluntary vs
regulated, principles-based vs specific rules. In our view, an appropriate design can only be
determined at the point when the purpose and scope of the regime have been clarified (including the
issue that is to be addressed, and the type of information that is required to address the issue).

However, in terms of a regime to provide reasonable standardised information about outages, OMV's
preference would be for the industry to pursue a voluntary rules-based design:

The gas industry has generally shown a positive approach towards voluntary arrangements
(even if this may sometimes be facilitated by a desire to avoid a regulated outcome). Indeed,
the genesis of the gas sector co-regulatory model was a desire to avoid the higher cost
regulated electricity sector model by demonstrating that the gas sector was capable of
addressing issues in a voluntary manner. This approach has generally worked well to date.

A voluntary regime is consistent with the statutory preference set out under the Gas Act.
A rules based approach appears consistent with other outage regimes.

OMV has had some initial discussions with other key producer/operators, which indicate a
reasonable level of willingness to try to develop and participate in an industry developed
outage information disclosure regime. PEPANZ, on behalf of OMV and a number of other
producer/operators has already started to engage with GIC to commence a process to develop
such aregime. Reflecting the above, we think the Options Paper may overstate the concern
about whether such a voluntary regime is achievable (at least insofar as relates to
producers/operators).

Even if a voluntary regime could not be achieved, work on trying to develop such a regime
could prove useful if it was determined that a regulated regime was required. In particular,
there are a number of issues that would need to be worked through to develop a reasonable
regime, and industry input into this is crucial.

OMV cannot speak for users as to their willingness to participate in a voluntary regime. We envisage
the submissions on the Options Paper may elicit an understanding of the extent of users’ willingness to
participate.
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in this regard, OMV is conscious of concerns raised by Methanex about the impact of disclosure of its
outage information. OMV has sympathy for Methanex’s position, and considers this must be factored
into the design of any regime.

Disclosure of other information

OMV does not identify any basis for an information disclosure regime to go beyond outage information
at this stage.

We do not agree that any actual problem has been identified that would justify such a regime.
The mere fact that some industry players might like to see information about other industry
players is not justification for requiring disclosure of commercially sensitive information.

Traded volumes and prices for the emsTradepoint market are easily available. A $5,000
annual fee to access this information is minimal and we struggle with the idea that this could
reasonably be a considered a barrier to industry participants. Requiring disclosure of that
information is likely to push costs to others and may discourage market involvement (which
would be contrary to GPS objectives).

A requirement to disclose bilateral trade information would be highly inappropriate. We can
see no justification for this. In any event, bilateral trading information would not be useful and
(given the size of bilateral trades) would skew information. Bilateral trades are only a reflection
of the market conditions at the time those trades are entered into, not at the time of sale of the
gas (recognising that significant GSAs may be entered into many years before gas starts to
flow). Pricing in bilaterals is also strongly influenced by specific terms (eg. put vs call, flexible
vs flat profile)

MBIE already has, and releases, information of projected production profiles. Further
disclosure obligations would not be justified. In any event, the only issue identified appears to
relate to the thermal fuel position of electricity generators. Production profiles would not assist
in addressing this issue. If this issue is considered worth addressing, then it should be
addressed by the Electricity Authority by enhancing the disclosure obligations applying to
electricity industry participants.

Conclusion

OMV would welcome the opportunity to be involved in industry development of a voluntary disclosure
regime covering planned and unplanned outages. It sees no basis for a regime to go beyond this at
this time.

Yours sincerely,

Head of Commercial & Legal
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