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SUBMISSION ON GAS SECTOR COMPLIANCE AND ENFORCEMENT

Dear Gael

Vector welcomes the opportunity to submit on the document “Compliance and
Enforcement Arrangements in the New Zealand Gas Sector” by the Gas Industry
Company (GIC) dated 12 April. Answers to specific questions are provided with
this cover letter, which also discusses some issues which Vector believes are not
necessarily or suitably captured under the question framework provided.

At a broad principle level, Vector supports the introduction of a more explicit
compliance and enforcement regime for the New Zealand gas sector and believes
the GIC has done an excellent job of articulating a functional set of possible
arrangements and a number of the essential considerations.

Scope of Possible Rules

. The consultation paper discusses several areas where rules are pending but does
not provide any idea of the nature and extent of any rules that may fall under the
compliance regime described.

Because the extent of the scope of the rules is not clear, Vector reserves judgment
on the suitability of the functions described. While Vector supports a compliance
framework for the development of a central registry, and would also do so for the
National Gas Outage Contingency Plan, the scope to which these functions outlined
by the GIC extend make it difficult to make a realistic assessment of many of the
objectives set out such as scalability, efficiency, or even at the more basic level of
effectiveness {both in terms of cost and in correcting behavior).

Prior to any endorsement of any particular compliance regime, Vector requests that
the GIC clearly outline its intent on the scope to which such a compliance regime
may apply. Vector believes there is considerable risk of regulatory overlap
between a number of regulatory functions and existing industry rules, and would
not support an ad hoc approach to the setting of the scope to which the rules

apply.
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Comparative Status of Possible Rules

As above, it is difficult to ratify the suitability of the proposed compliance
framework when the degree to which any possible rules may override existing
industry or inter-party arrangements is not known or considered.

Vector believes it would be useful if the GIC indicated the extent to which it
believes existing industry arrangements, within the scope of the proposed
compliance regime, would need to be modified.

Furthermore the relationship between the proposed compliance and enforcement
regime and existing arrangements is an issue that will need careful consideration.

Alternative Approaches

Vector understands that some well developed compliance and enforcement regimes
exist in sectors other than the New Zealand electricity regime, which appears to be
similar to the regime proposed by the GIC.

The New Zealand electricity regime may be a suitable model for the gas sector,
and if so it may also be appropriate to seek to utilise existing bodies such as the
Rulings Panel.

However, the electricity industry developed its own industry arrangements and
rulebook over a number of years, and the scope of rules and their status in the
sector were well understood by the sector when the current compliance and
enforcement regime was established.

The New Zealand gas sector, on the other hand, has not had the equivalent period
experienced by the electricity sector, where rules were developed across the board
as an industry-led regulatory regime was sought and allowed by the Minister.

Vector has briefly examined other possible compliance and enforcement regime
and believes there is merit in further exploration of the regime that supports the
New Zealand Racing Industry, which has evolved over many years. If nothing else
there would be obvious benefit in providing a counter factual to the regime
proposed.

One aspect Vector believes is relevant about the reguiations governing the New
Zealand racing community is that many of the regulation making powers are
delegated to industry groups. Furthermore, rather than just having a Rulings
Panel, any regulations are subject to the scrutiny of Parliaments Regulatory Review
Committee, set up for the purposes of reviewing ail regulations in New Zealand.
Additionally, the sector regularly appoints members of the New Zealand judiciary
to a Judicial Control Authority, which oversees some core regulations.

While this system may be similar or different in many ways to what is proposed,
there is an opportunity for the GIC to further develop a possible compliance regime
that has different levels of compliance and enforcement for rules of various
degrees of consequence.

Need for Clear Scope, Status and Development Period

. Vector believes the GIC needs to outline the scope of the compliance regime, and

the extent of rule coverage to which it will apply.

What would also be of benefit, as well as an indication by the GIC of what will or
should fall within the proposed regime, would be an indication of what is outside



the regime - where the industry has an opportunity to provide its own solutions to
issues without the necessity or expense of requlatory oversight.

Conclusion

18.1n short, Vector is supportive of improving the compliance and enforcement regime
in the New Zealand gas sector but without understanding the scope of the regime,
and the status of the rules relative to existing industry arrangements it is difficult
to make a realistic assessment of the proposal.

19. The opportunity still exists for the development of a regime that provides for
further development of industry arrangements that do not require regulatory
oversight. Given the relatively short period of time the gas sector has had to
develop pan industry solutions in the face of a clear regulatory alternative, this
should be seriously considered.

20. Thank you for your consideration of these matters and please feel free to contact
me or Paul Hodgson, Group Regulatory Affairs Manager, should you wish to discuss
this matter further.

Kind regards
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Ewan Gebbie

Industry Policy Manager



Vector agrees that a compliance and
enforcement regime will be beneficial for
swiiching and registry,

One aspect that does not appear in the
assessment framework is the effectiveness of
| the regime (other than cost effectiveness).
The presence of the proposed regime as a
deterrent to breaching could be enough, and,
| in fact establishing an industry group step
| in the compliance regime prior to independent
investigation could be beneficial.

Yes.

Yes, though the extent of effectiveness of the
regime in changing behavior does not appear
0 be explicitly considered.

See above.

Yes.

Yes.

Yes,




Yes, GIC should have the option. The GIC
should also have the discretion to allow the
industry to sort the matter out prior to an
independent investigation being carried out,
subject to the agreement and satisfaction of all
affected parties.

See earlier comments.

See earlier comments.

See earlier comments, particularly with regard
{o the possible alternative model in the racing
community.

The answer to this depends on the robustness
of the appointment process as much as
anything. Vector  suggests closer
consideration of the racing community process,
where several members of the judiciary are
appointed.

Yes, and to be clear, the Board of the GIC
should seek, appoint and remove any gas
industry judicial body.

Not sure. This could be something a wider
scrutiny could assist with.

See answer to Q 15.




Yes.

Do not understand the question.

Yes.

The rules governing the industry’s judicial body
should be overseen by the Board of the GIC.

Vector has no view on this aspect.

Yes, but as above, there should be scope
within the enforcement regime to provide for a
pre investigation settlement, or for the
ncorporation of any existing settlement that
may be underway at the time of reporting any




Vector has no view on this aspect.

Vector has no view on this aspect.

Vector has no view on this aspect.

Vector has no view on this aspect.

Vector has no view on this aspect.

Yes, though the regime should be able to
provide the industry greater involvement than
s currently outlined, both in setilement and
rule development.

Yes. See above commenis regarding the
administration of rule development.

Agree.




