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Ian Wilson

Gas Industry Co.
PO Box 10-646
Wellington

19 January 2009

Re: VTC Change Request Appeal from Contact Energy - Submission on
Draft Recommendation

Vector Gas Limited (“Vector”) refers to the Vector Transmission Code Change
Request Appeal: draft recommendation (the “Draft Recommendation”) and
welcomes the opportunity to both update the GIC on certain matters and to
submit on the Draft Recommendation.

Progress Update
Vector notes that:

o a modified CR 4 (a copy of which is attached) has passed and is effective
from 1 December 2008;

o its new banking services provider has questioned whether the BPP Trustee
has the power to borrow under the VTC, and Vector has been advised that it
probably does not - as per our email to you on 16 December 2008. This is
an unexpected development, and one which will need to be covered off by a
VTC Change Request. We have a draft CR, and will be submitting it to all
Shippers tomorrow. Staff resourcing over the holiday period has prevented
us from submitting this sooner. Vector views the omission of the power to
borrow as an inadvertent mistake and the product of those involved in the
negotiation not being sufficiently aware of trust law, and sees CR 5 as
evidence of this. As this new CR will come as a surprise to Shippers, some
may seek to amend or add to their submissions on the Draft
Recommendation after today’s deadline; and

. draft Deeds of Amendment to cover off CR 6 have been circulated and 2 of
the 3 Non-Code Shippers have submitted comments on them. The third
Non-Code Shipper has not responded despite several attempts by us to
solicit comments. The two Non-Code Shippers who have responded have
raised completely different points. These are under review, but the matter
cannot be progressed until we hear from the third Non-Code Shipper. Vector
will agree to one consistent change across the three Non-Code shipping
arrangements and accordingly, needs input from all three parties before the
Deeds can be agreed. We will approach the third Non-Code Shipper again
this week.



Submission

For ease of reference we note aspects of the Draft Recommendation below
together with Vector's submission:

CR Draft Vector's Submission
Recommendation

4 Vector has validly s« Vector agrees with the GIC's
withheld its consent recommendation.

s Vector notes the various
comments in the Draft
Recommendation re
cost/benefit allocation vis-a-
vis the three Non-Code
Shippers. Vector cannot of its
own accord bring these
arrangements to an end nor
even to successfully amend
them. Despite sanctioning
the VTC and, in particular, the
balancing arrangements all
three of the Non-Code
Shippers have reneged on
statements that they would
bring their Non-Code TSAs in
line with the VTC - meaning
that Vector is now forced to
run more than one balancing
regime. Vector would like to
see all Shippers on its system
subject to the same
arrangements - particularly
where the actions of one can
affect the others, as is the
case with balancing.

5 Vector has validly » Vector agrees with the GIC's
withheld its consent recommendation.

» Vector agrees with the GIC's
statement that the “costs of a
balancing regime for the
industry should fall on those
who benefit from it” and is
puzzled by the GIC's following
statement re cost and
benefits associated with non-
code shipping arrangements.
Open access was for the
benefit of all shippers, not
just those on VTC
arrangements. The Gas that
moves pursuant to Non-Code
TSAs is not just Maui Legacy




Gas - accordingly, Vector
sees no distinction between
what should be required in
respect of balancing of both
Non-Code Shippers and
Shippers. Vector has sought
to have all of its shippers
subject to the same balancing
arrangements but has been
thwarted by the actions of
Non-Code Shippers.

If appropriate Deeds
of Amendment can
be agreed, this
change request is
supported

Vector agrees with the Draft
Recommendation and refers
to its comments in the
Progress Update section of
this submission. Vector will
keep the GIC informed of any
relevant developments on this
Mmatter.

This change request
is supported

Vector disagrees with the
Draft Recommendation.

The provision of this Vector
Running Imbalance
information in no way
improves the ability of
Shippers to check their BPP
invoices. It will merely be
another piece of information
until other changes are
successfully made to the VTC.
Vector believes that CR 7
shouid be placed on hold until
those other changes and a
change requiring the
disclosure of Shipper
mismatch positions are
successfully implemented (via
agreement or GIC
recommendation). Vector
has respected the
overwhelming Shipper view
that Shipper mismatch
positions should not be
disclosed and accordingly has
not sought, to date, to
interfere in what Shippers
have described as
“commercial matters” by
lodging a VTC Change
Request re Shipper mismatch
disclosure. It is disappointing




that Shippers are unable to
support a consistent approach
re transparency. Vectoris in
favour of both consistency
and transparency.

e Vector further refers to the
GIC's comment re
encouraging the efficient
management of running
imbalance and notes that its
management of its running
imbalance is in accordance
with the VTC and will not be
affected by, or change as a
result of, any disclosure.

e For completeness we also
note the statement re
estimation. The estimation
and determination processes
are quite different due to the
timing of information key to
the calculation. The
determination processes use
data which is, for the most
part, not available during the
month meaning that
estimates and actuals for a
particular day may be quite
different.

4. In this submission we have focused on the Draft Recommendation paper and not
on the cross-submissions by other affected parties. We ask that if, for the Final
Recommendation, the GIC is to rely on or emphasise any point raised in a cross-
submission, but not in the Draft Recommendation, that it notify Vector and all
affected parties so that all parties have time to submit directly on the cross-
submissions before the Final Recommendation is made.

5. If you have any questions regarding this update and submission please contact
me or Jo Murray directly.

Yours sincerely; -

\-7/ g
V { . |
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Jo Murray

From: Jo Murray

Sent: Tuesday, 18 November 2008 4:22 p.m.

To: ‘alex.love@contact-energy.co.nz'; Anna Carrick; 'Blair Boswell'; Charles Teichert;

davidemerson@multigasnz.com; 'Duncan.Jared@mightyriver.co.nz’; 'Jim Raybould -
MRP'; Jim Seymour; 'Lara’; 'Michael Ram'; 'Roger.Johnston@genesisenergy.co.nz'; 'Syd
Hunt'; Wray, Sharon

Cc: Paul Hodgson; Steve Kirkman; Bob Sheppard; 'Todd Spencer'; 'Sam Jaffray'
Subject: Urgent: VTC Change Request (Vector CR4)

Importance: High

Attachments: 081118 VTC Change Request (Vector CR 4).pdf; Contact CR 4 Marked-Up.pdf

All,
In accordance with section 25 of the VTC, attached is a VTC Change Request addressing
improvements to drafting in section 8 of the VTC and correcting a specific error regarding the
calculation of Vector’s contribution to the BPP Account. For ease of reference, we suggest this
amendment be known as “Vector CR 4",

This VTC Change Request is exactly the same as that previously submitted by Contact Energy
("Contact”) as "Change Request 4” with one main (and one minor difference). The main
difference is that Contact’s insertion of an obligation into sections 8.13, 8.18 and 8.19 for
Vector to chase defaulting Non-Code Shippers has been removed. The minor difference is that
Contact's references to various sections as “paragraphs” have been changed to “sections”. We
have marked-up the changes to the operative parts of Contact’s CR 4 on an attached pdf to
clearly show you these differences.

Contact’s CR 4 has been appealed to the GIC - in essence because Vector did not consent to
the insertion of the “chasing” obligation. It is important that we get the other parts of this
change request passed now though, as:

e a number of improvements to drafting are included; and

¢ otherwise Vector will be under-contributing to the BPP Account and as a result, that
account will need to be in overdraft on an ongoing basis - with the costs of that
overdraft facility being borne by Shippers. With cash-outs coming through every few
days from mid-Dec, this is accordingly a useful change for Shippers.

If this change request passes, then the GIC will then need only address whether the “chasing”
obligation should be inserted.

As it is just after 4pm, the due date for consents/rejections of this Change Request is 9
December 2008.

If you have any queries regarding Vector CR 4 then please call me.

Kind regards, Jo

Jo Murray

Commercial Manager - Gas Transportation

Vector Gas Limited

Direct:+64 4 462 8676 | Fax: +64 4 462 8625 | Mob: +64 27 291 2651

Email: jo.murray@vector.co.nz

19/01/2009
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