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- EXxecutive summary

The deployment of smart gas meters, the evolution of the D+1 pilot and the
potential injection of renewable gases into downstream networks require
changes to the Gas (Downstream Reconciliation) Rules 2008 (Reconciliation
Rules) and Gas (Switching Arrangements) Rules 2008 (Switching Rules), so that
the gas governance arrangements remain fit for purpose.

This Statement of Proposal provides a coordinated set of changes to the Reconciliation Rules,
the Switching Rules and associated industry systems, and invites feedback from stakeholders
on the proposed changes. We are seeking to improve the regulatory framework to support the
progress of market-led activities across three main areas:

9 The rollout of advanced gas metering infrastructure (AGMI)
1 D+1 (the allocation of gas volumes on shared networks the day after gas has flowed)

1 The potential injection of renewable gases (biomethane or hydrogen blending) into gas
distribution systems

We are also taking the opportunity to consult on minor & technical rule changes registered
with Gas Industry Co over the last few years and progress some non-regulatory proposals
which we consider will improve the operation and efficiency of industry systems (the gas
registry, allocation system and D+1 system).

Scope

The Statement of Proposal weaves together a number of workstreams, which were previously
being advanced separately. We believe that a coordinated approach to progressing and
implementing the changes is the most pragmatic way to proceed as there is significant overlap
between the rules and systems that are impacted by each workstream.

Some issues relating to these workstreams have been discussed in industry workshops and
working groups but are not being progressed in this Statement of Proposal:

1 The AGMI working group is separately dealing with non-regulatory items relating to
advanced gas meters, such as producing AGMI guidelines

1 The daily allocation working group (DAWG) strongly supports a move to 7-day D+1, but the
proposals in this paper are limited to those aspects that fall within the remit of the
Reconciliation Rules.

Summary of Proposals

The table below summarises the main proposals in the paper:



Topic

Advanced gas
metering infrastructure

‘ Proposals

Introduce new gas registry fields for AGMI

Modify allocation groups for AGMI consumers

Determine criteria for assigning AGMI ICPs to allocation groups
Modify allocation methodology & UFG allocation for AGMI
Consider alternative approaches to UFG allocation

Modify G1M gas gate criteria to include AGMI consumption
Separate the calculation of SADSV and GGRP

D+1

Introduce D+1 allocation stage

Introduce D+1 allocation methodology (and modify for AGMI & renewable
gas injection)

Require daily submissions for daily-reconciled customers (TOU & AGMI)
Require 7-day validated submissions

Introduce telemetry threshold for the largest TOU consumers

Require that customer & trading information is accurate and up to date

Renewable gas
injection

Define distribution injection points

Require that gas composition is calculated and published for networks
with distribution injection points

Require contract IDs for traders at distribution injection points

Modify allocation methodology for networks with distribution injection
points

Minor & technical
changes

Clarify ICP maintenance deadlines in gas registry
Broaden the scope of NZS 5259 compliance
Require use of GIC data for temperature correction

Other minor & technical changes

Non-regulatory
changes

Allow approved non-industry participants access to an ICP lookup API
Improve gas registry security
Introduce a D+1 run report

Allow use of the GIEP Exchange for GAA submissions/reports

A cost-benefit analysis (CBA) of all proposals is attached as Appendix A. The CBA assesses the
proposals as a package and concludes that:

[...] the costs of the associated rule changes and modifications included in this SOP are
minor and the benefits are evident. For these reasons we suggest that there is a net

benefit associated with the combined initiatives of this SOP.

Next steps

After considering submissions on this Statement of Proposal, the next step will be a
Recommendation to the Minister which we hope to complete in the second quarter of 2024




(depending on progress with rule drafting and whether submitters raise any significant issues).
While the Recommendation is being considered by the Minister, Gas Industry Co will work with
service providers and industry participants on the system changes required to implement the
proposals.

Some of the proposals will require a substantial lead time, for example the installation of
telemetry devices on large gas users to improve D+1 allocation accuracy and the shift to 7-day
D+1, which will require validation of input data on non-business days. An appropriate transition
period will be agreed with stakeholders at the rule drafting stage.

Submissions

Submissions should be emailed to consultations@gasindustry.co.nz by 5pm on Friday, 23
February 2024. Please note that submissions received after that time may not be able to be
fully considered.

Submissions may be amended at any time prior to the closing date. All submissions will be
published automatically on Gas Industry Co's website after the closing date. Submitters should
discuss any intended provision of confidential information with Gas Industry Co prior to
submitting the information.

Gas Industry Co is happy to meet with any stakeholder who wishes to discuss the content of
the Statement of Proposal in more detail.
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= 1. Introduction

The deployment of smart gas meters, the evolution of the D+1 pilot and the
expected blending of renewable gases with natural gas, require adjustments to
the regulatory framework to cater for these initiatives.

The Reconciliation Rules, Switching Rules and associated industry systems are not fit for
purpose to support some industry-led initiatives; updates and adjustments are therefore
required to avoid creating a regulatory barrier to these developments, all of which are
expected to bring benefits to participants and customer alike.

11 Purpose

This Statement of Proposal brings together recommendations from separate workstreams
(AGMI, D+1 and renewable gases), along with content from rule change registers, which all
impact the efficient operation of downstream gas governance arrangements.

The purpose of this paper is to present proposals to stakeholders — many of which have
already been discussed with, and are supported by, industry working groups — in order to seek
feedback and refine the proposals, before a Recommendation to the Minister is made to
amend the rules.

1.2 Structure

Sections 2 and 3 address, respectively, the background to each of the workstreams that
motivated the proposed changes, and the legislative framework and requirements for making
amendments to the rules.

The subsequent sections outline the proposals in detail, ordered according to the particular
process or aspect of the rules that is impacted. Grouping the proposals by impact rather than
by workstream is intended to make the overall changes easier to understand.

A summary of the proposals is given in the table below, with highlighting to indicate the
specific workstream that has prompted the change. Some issues are included in the paper but
no change to the status quo is proposed; this is to record and reflect discussions that have
taken place in working groups or individually with industry participants, and to flag these issues
for stakeholder feedback along with the proposals that do prompt a change.

Advanced gas metering infrastructure

D+1

Renewable gas injection

Minor & technical changes

Non-regulatory changes




‘ Proposals

Section

1. Introduction n/a
2. Background n/a
3. Legislative framework n/a

4. Capturing and
maintaining registry
information

Introduce new gas registry fields for AGMI

Define distribution injection points

Clarify ICP maintenance deadlines in gas registry

5. Allocation groups,
metering interrogation
and submission
requirements

Modify allocation groups for AGMI consumers

Determine criteria for assigning AGMI ICPs to allocation groups

Require daily submissions for daily-reconciled customers

Require 7-day validated submissions

Introduce telemetry threshold for the largest TOU consumers

Require daily metering & reporting of injection volumes

6. Energy conversion

Broaden the scope of NZS 5259 compliance

Require use of GIC data for temperature correction

Require that gas composition is calculated and published for networks
with distribution injection points

7. Allocation stages

Introduce D+1 allocation stage

8. Allocation methodology
and UFG

Consider alternative approaches to UFG allocation

Modify allocation methodology & UFG allocation for AGMI

Modify G1M gas gate criteria to include AGMI consumption

Separate the calculation of SADSV and GGRP

Introduce D+1 allocation methodology (and modify for AGMI &
renewable gas injection)

Modify allocation methodology for networks with distribution injection
points

9. Maintaining contract &
customer information

Require that customer & trading information is accurate and up to date

Require contract IDs for traders at distribution injection points

10. Minor & technical
changes

Other minor & technical changes

11. Non-regulatory
changes

Allow approved non-industry participants access to an ICP lookup API

Improve gas registry security

Introduce a D+1 run report

Allow use of the GIEP Exchange for GAA submissions/reports




13 Implementation approach

We expect to follow the Statement of Proposal with a submissions analysis, then we will refine
the details of the proposals and draft changes to the rules. We will seek industry feedback on
rule drafting and at the same time document the functional changes required to industry
systems and specify the changes required to participant's own systems.

The next step will be the Recommendation to the Minister which we hope to complete in the
second quarter of 2024 (depending on progress with rule drafting and whether submitters raise
any significant issues). While the Recommendation is being considered by the Minister, Gas
Industry Co will continue to work with service providers and industry participants on the system
changes required to implement the proposals. A project plan for this part of the process will be
developed in due course.

Some of the proposals will require a substantial lead time, for example the installation of
telemetry devices on large gas users to improve D+1 allocation accuracy and the shift to 7-day
D+1, which will require submission of validated data on non-business days. An appropriate
transition period will be agreed with stakeholders at the rule drafting stage.

The diagram below illustrates the process that Gas Industry Co will follow to implement the
proposals.

Recommend
Rule drafting ation to
Minister

Statement of Submissions

RULE CHANGES oo analysis

Approve
change
request

Specify Cost Development

SYSTEM CHANGES & testing

changes estimate

Determine
transition
period

STAKEHOLDER Specify
CHANGES changes

Development
& testing




mme= 2 Background

This Statement of Proposal draws from three of Gas Industry Co's areas of policy
work as well as from our ongoing monitoring of the operation of the gas
governance arrangements. The background to each area is provided in this
section.

21  Advanced Gas Metering (AGMI)

Gas Industry Co published its Aduanced Gas Metering — Issues Assessment’ paper in September
2021 following initial informal discussions with several gas market stakeholders. The paper set
out a preliminary list of potential issues on the deployment of advanced metering technology
into the gas market and an initial assessment of the priority to be afforded to each issue.
Submissions to this paper led to the publication of the Advanced Gas Metering Submissions
Review and Recommendations?, including an updated assessment of the priority to be afforded
to each of the identified issues, and recommendations on how each of these issues should be
progressed.

In cooperation with the AGMI working group, Gas Industry Co developed potential solutions to
address identified issues and to reset priorities. This work resulted in Gas Industry Co publishing
the Aduanced Gas Metering Infrastructure - Consultation Paper’ (AGMI Consultation Paper) in mid-
2023 in preparation for this Statement of Proposal. The issues outlined in this paper were:

Description Priority

Minimum data standards and file formats Type A
Access to, ownership, use and security of customer data Type A
Streamlined process for customer requests for consumption data (EPR C3) Type A
Ensure distributors have access to smart meter data on reasonable terms (EPR E3) Type A
Potential process and registry changes {including switching procedures) Type A
Downstream Reconciliation Rules Type A
D+1 Type A

We considered the submissions to the AGMI Consultation Paper and concluded that:

https://www.gasindustry.co.nz/assets/WorkProgrammeDocuments/Advanced-Gas-M ng-Infrastructure-lssues-
Assessment.pdf

https://www.gasindustry.co.nz/assets/WorkProgrammeDocuments/Advanced-Gas-Metering_Submissions-Review-and-
Recommendations_16.12.2021.pdf

https://www.gasindustry.co.nz/assets/CoverDocument/Advanced-Gas-Metering-Consultation-Paper.pdf

10



1 the priority issues relating to the gas registry, switching, allocation processes and D+1
should be addressed in this Statement of Proposal as they will require rule changes.

9 other priority issues, such as minimum data standards and file formats, and access to,
ownership, use and security of customer data can be addressed by developing guidelines
rather than regulation. Therefore, these issues are not addressed further in this paper, but
will progressed separately in 2024.

22 D+

The D+1 pilot has been in operation for eight years. It provides allocations of downstream gas
quantities to retailers the day after gas has flowed, allowing Firstgas to perform daily
Balancing & Peaking Pool (BPP) calculations, allocate daily cash-outs, and ultimately provide
shippers with information to manage their running mismatch positions.

The pilot was not intended as a long-term solution, but the review and evolution of D+1 was
delayed by the industry's collective efforts on GTAC and TACOS. With the decision by Firstgas
to abandon GTAC, attention could return to evaluating the D+1 pilot.

After several years' experience, stakeholder views of the pilot were that, while there was room
for improvement in terms of accuracy and reliability, D+1 had become an industry critical
system and, as such, should be made permanent. Gas Industry Co therefore began working to
amend the Reconciliation Rules to codify aspects of D+1.

In December 2022, Gas Industry Co published the D+1 Options Paper* presenting regulatory and
non-regulatory options for transitioning from the pilot to an enduring set of D+1 arrangements.

Non-regulatory solutions Regulatory solutions

Option 1 Option 2 Option 3 Option 4
Contractual Core rule Broader rule
arrangements changes changes

Alternative daily
information

¢ Keep daily BPP but * Keep D+1 operdating * Amend Rules to add + Make core rule

discontinue GIC D+1

¢ FG uses g different
process to establish
daily allocations eg
specified shipper

under industry
agreements without
changing Rules
Tweak agreements to
meet requirements of

basic obligations eg
supplying data,
performing
dllocations

No change to

changes per Option 3
Make further
improvements to D+1:
Introduce a threshold
for installing

algorithm a long-term solution operation of D+1 telemetry on TOU
* less accurate » More flexibility than » Complicnce regs * Merge initial and
allocation but easier regulation would provide interim allocation
to operate * D+1allecations could enforcement of * Address 7-day BPP
be managed by GIC obligations
or Firstgas » Costs recovered

through market fees

The options above focused on the downstream elements of D+1 — the process currently
managed by Gas Industry Co — that provides daily gas allocations to retailers at shared gas
gates. We do not anticipate having to use the regulatory process under the Gas Act to address
the parts of D+1 that are governed by the Gas Transmission Code (GTC). We do, however,
support the industry progressing these aspects of D+1 from a pilot agreement to an enduring
set of arrangements.

https://www.gasindustry.co.nz/assets/CoverDocument/D+1-Options-Paper pdf
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A substantial amount of feedback on the D+1 Options Paper focused on the GTC side of D+1
and Gas Industry Co can facilitate a work programme to work through these issues with the
DAWG (or shipper workshops) as was done in 2015 to set up the pilot.

The recommendations in this Statement of Proposal reflect participants’ submissions® to the
D+1 Options Paper generally preferring a regulated solution and measures to increase the
accuracy and reliability of the system.

23 Renewable Gases

Climate change and emissions reduction targets are helping the New Zealand gas industry to
consider alternative, renewable sources of gas that might reduce or replace our reliance on
fossil gas. Examples include the Ecogas/Firstgas biogas project in Reporoa and Firstgas's
planned hydrogen blending trial. Both projects anticipate injecting renewable gas into pipelines
outside of Taranaki, which means changes to the arrangements for shipping, measuring and
reconciling gas must be considered.®

Receipt points are not currently identified under the Switching Rules or Reconciliation Rules,
because they are outside the scope of those arrangements and are adequately covered by
commercial (GTC/MPOC) agreements. The only exceptions are some production stations that
have a bi-directional interconnection to the transmission system and thus meet the definition
of a direct connect gas gate.

Future producers of renewable gases could potentially interconnect to either the transmission
system or a distribution system. Notwithstanding the Reporoa example, we consider that
distribution connections are more likely given that:

1 A common source of biogas/biomethane production is municipal waste (or wastewater)
which means potential sites will typically be near to towns or cities; and

1 The higher operating pressures of transmission pipelines make injection of renewable gases
less financially viable due to the cost of compression relative to production volumes

No market mechanisms currently exist for injection of gas into a distribution system except via
a transmission delivery point. Any new points of supply will need to be part of the downstream
reconciliation arrangements and, as points of connection to the distribution system, should be
recognised in the gas registry.

We believe the relevant issues for the Switching Rules and Reconciliation Rules are:

1 Appropriate new definitions for distribution injection points
1 Notification of new interconnections

9 Determining roles and responsibilities for distribution injection points and their impact on
networks

1 Ensuring compliance with existing arrangements (eg NZS 5259:2015, meter interrogation and
submission requirements)

T Calculation and publication of gas composition

www.gasindustry.co.nz/our-work/work-programmes/downstream-reconciliation/#d-1

ral other legislative

=n or biomethane into the transmission or distribution systems wc
oaper focusses on the impacts on the Switching Rules and Reconcilic
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9 Disclosure to the allocation agent of contractual parties

1 Allocating gas volumes correctly to allocation participants

2.4  Rule change registers

As well as tracking the industry's compliance with the Switching Rules and Reconciliation Rules,
Gas Industry Co monitors the performance of the rules themselves. The two sets of rules were
last amended in 2015. Since then we have populated a register of numerous potential changes
that might improve the operation of the arrangements.

The content of the register has arisen from:

1 Learnings from the audit process

1 Breach determinations and the compliance process

1 Suggestions from, and discussions with, industry participants
9 Changes in systems and participant behaviour in the market
1 Identification of typos and errors in rule drafting

The changes are largely minor and technical but are included here so that stakeholders can
comment on the proposals.

2.5 Other proposals

The final set of proposals in this paper relate to ad hoc system improvements to either the gas
registry, allocation system or D+1 system. The proposals do not require rule amendments, since
they only impact system specifications, but they are substantial enough that we consider it
prudent to seek industry feedback before implementation. The proposals have arisen from
discussions with service providers and participants and also from observation of equivalent
processes in the electricity market. The proposals are:

9 to enable the use of the GIEP Exchange for allocation agent file submission and report
publication

1 to make security enhancements to the gas registry
1 to create an automated D+1 run report, to identify any allocation issues/missing data

9 to allow an approved list of non-industry participants to access a gas ICP lookup facility via
a gas registry API

13




c—= 3. Legislative framework and
requirements

3.1 The Gas Act and GPS

Section 43Q(1) of the Gas Act provides the Minister of Energy and Resources with the power to
make rules instead of regulation for all or any of the purposes under section 43(F):

(2) The purposes are -
Wholesale gas market

(a) providing for the establishment and operation of wholesale markets for gas, including
for—

(i) protocols and standards for reconciling and balancing gas:

(ii) clearing, settling, and reconciling market transactions:

(i) the provision and disclosure of data and other market information:
(iv) minimum prudential standards of market participation:

(v) minimum standards of market conduct:

Section 43Q(1) of the Gas Act provides the Minister of Energy and Resources with the power to
make rules instead of regulation for all or any of the purposes under section 43(G):

(2) The purposes are—
(a) [Repealed]
Prepayment meters

(a) requiring gas retailers to offer prepayment meters to domestic consumers at a
reasonable cost, and prescribing conditions on which those meters must be
offered, with the objective of ensuring that all domestic consumers who wish to
pay for gas in advance have the option to do so at reasonable cost:

Ability of consumers to choose preferred gas retailer
(b) providing for arrangements to enable consumers to switch gas retailers:
Transition arrangements for insoluent gas retailers

(c) providing a system of transition arrangements for consumers in the event of a gas
retailer becoming insolvent, and requiring industry participants to comply with that
system, with the objective of protecting consumers or managing the liabilities of
other gas retailers:

Disclosure of information

(d) providing for the disclosure of information by gas transmitters, distributors, and
retailers on tariff and other charges:

Terms and conditions of access

(e) providing for terms and conditions of access to gas meters by gas retailers:

14



Information on customer accounts
(f) providing for information on customer accounts:
Consumer contracts

(b) providing for minimum terms and conditions in contracts between domestic
consumers and gas distributors or gas retailers:

The Minister's power to make rules under section 43Q of the Gas Act is subject to section 43J of
the Act. That section provides that, in relation to the section 43F regulation making powers, the
Minister may only recommend regulation if the recommendation gives effect to a
recommendation from Gas Industry Co and does not differ from Gas Industry Co's
recommendation in any material way.

The Government Policy Statement on Gas Governance 2008 (GPS), at paragraph 9, states that
the Government's objective for the entire gas industry is:

To ensure that gas is delivered to existing and new customers in a safe, efficient, fair,
reliable and environmentally sustainable manner

The above objective incorporates, and expands on, the objectives in section 43ZN of the Gas
Act.

3.2 Regulatory Objective

Reconciliation Rules
In 2007, Gas Industry Co determined the regulatory objective for the Reconciliation Rules:
Such arrangements [Reconciliation Rules] should:

1 ensure the protocols and standards for reconciling and balancing downstream gas,
and providing and disclosing of data and information, are efficient, fair, and reliable;

1 standardise data exchange protocols across the industry and ensure the correct
data is communicated to all affected parties in a timely manner;

provide for consistent, transparent, and enforceable processes;
facilitate retail competition and ensure barriers to competition are minimised;

establish more transparency of the full costs of balancing and reconciling gas; and

=A =4 =4 =4

provide for more accurate identification and fairer allocation of the amount of
unaccounted for gas (together, the “regulatory objective”).

Switching Rules

In 2007, Gas Industry Co determined the regulatory objective for the Switching Rules:

Given the Gas Industry Co's obligations and powers under the Gas Act and the GPS, the
objective of the proposed draft rules for new switching arrangements is to achieve timely
and accurate switching of customers between retailers by facilitating the timely
exchange of accurate and up-to-date information between customers, retailers,
distributors, and meter owners.

Gas Industry Co considers that the proposals outlined in this Statement of Proposal all seek to
further the existing regulatory objectives for the two sets of rules. We therefore do not propose
amending the regulatory objectives.




3.3  Process requirements

Section 43Q(3)’ provides that sections 43L and 43N of the Gas Act apply for the rule making
process. Therefore, Gas Industry Co is required to complete the following steps before making
a recommendation to the Minister for rules:

1 Seek to identify all reasonably practicable options for achieving the regulatory objective;

1 Assess the options by considering the costs and benefits of each option and the extent to
which the objective would be promoted or achieved by each option;

1 Ensure that the regulatory objective is unlikely to be satisfactorily achieved by any
reasonably practicable means other than the making of regulation;

9 Prepare a statement of proposal containing a statement of the proposal, the reasons for
the proposal and an assessment of the reasonably practicable options.

1 Consult with persons that it considers to be representative of the interests of persons likely
to be substantially affected;

9 Consider submissions on the statement of proposal.

The policy processes undertaken in 2007 met the above requirements and identified that gas
governance rules were the best option to achieve the regulatory objectives for the switching
arrangements and for the downstream reconciliation arrangements. The proposals in this
paper build on the existing arrangements and remain consistent with, or seek to better achieve,
the objectives of the original rules.

Taking into account previous work on issue and option identification and our decision to
separate out non-regulatory issues to progress separately, we are comfortable that the
proposals in this paper are unlikely to be achieved by means other than making amendments
to the existing rules.

3.4 Cost-benefit analysis

A qualitative analysis of the cost and benefits of the combined proposals was undertaken by
Sapere. This CBA is attached as Appendix A.

The CBA assesses the proposals as a package and concludes that:

[...]the costs of the associated rule changes and modifications included in this SOP are
minor and the benefits are evident. For these reasons we suggest that there is a net
benefit associated with the combined initiatives of this SOP.

13Q(3) determines that for rule development the process for regulations (section 43| - section 43P) applies

gly
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~== 4. Capturing and maintaining registry
information

Discussion topics: new gas registry fields for AGMI, ICP maintenance deadlines,
distribution injection points

41 Current ICP parameters and responsibilities

The gas registry contains various parameters for each installation control point (ICP), which are
maintained by the three parties responsible for the ICP — the distributor, retailer and meter
owner. The list of ICP parameters has remained the same since the registry was established in
2008, except for some additional meter owner fields that were added in 2015. These are
highlighted with an asterisk in the table below.

Distributor Retailer Meter Owner

1 ICP identifier 1 Responsible retailer 1 Meter identifier

M ICP creation date M ICP status 1 Meter location code

1 Responsible distributor M Connection status 1 Meter pressure*

M Network pressure 1 Allocation group 1 Register multiplier*

1 ICP altitude I Profile f  Meter operating at network
1 Gas gate 1 Responsible meter owner pressure*

1 ICPtype 1 Register reading digits*
1 ICP status M Standard meter (Y/N)

1 Connection status 1 Prepay meter (Y/N)

f Load shedding category . Advanced meter (Y/N)*
f  Maximum hourly quantity . TOU meter (Y/N)*

1 Expected retailer 1 Logger owner

f Network price category I Corrector owner

1 Loss factor code 1 Telemetry owner

1 Network price details 1 Advanced meter owner*
M Physical address 1 Metering price category

* indicates the ICP parameter was added to the registry in the 2014-15 Gas Registry Amendments Project

4.2 New ICP parameters for AGMI

The AGMI rollout involves changes to both physical metering and information exchange
between parties. The AGMI working group and AGMI Consultation Paper considered what
additional information should be captured in the gas registry. Participants shared the view
that, due to the costs involved in establishing, populating and maintaining registry fields,
changes should only be made where there is a clear benefit to the information being captured
centrally.

17



Stakeholders largely agreed with Gas Industry Co's view that a change to roles and
responsibilities is not required. In particular, the meter owner will continue to be the party
responsible for populating and maintaining all GMS information, including any AGMI
information.

In the AGMI Consultation Paper we noted the working group's preference that the registry
should separately identify:

9 the capability of the GMS installed at a consumer installation; and
1 the method that the responsible retailer uses to reconcile each ICP

Gas Industry Co sees a clear benefit in providing clarity around the functionality of the meter
(managed by the meter owner) as distinct from the way that the ICP is reconciled (managed
by the retailer). The former is already captured at a basic level by Y/N parameters for
Standard, TOU, Prepay, and Advanced Meters; the latter is determined by the Allocation Group
and Profile Code parameters. We proposed the addition of a Meter Type parameter, which
could take a multitude of values similar to the Register Content Code in the Gas Transfer
Notice, if participants want to capture additional detail about the capability of the meter.

Some submitters on the AGMI Consultation Paper suggested that a ‘communicating’ flag
would be beneficial as an additional piece of information. We agree there is benefit in
recording this detail in the registry; it is distinct from the AGMI characteristics listed above, it
impacts how the ICP can be reconciled, and it would be consistent with the treatment of smart
meters in electricity.

PROPOSALS:
1 Add two new meter owner fields to the registry (i) Meter Type and (i) AGMI Communicating
(Y/N)

Together with the AGMI working group, Gas Industry Co will develop appropriate specifications
and values for these new parameters.

4.3 ICP maintenance deadlines

In order for the gas registry to remain an authoritative database it is essential that the
information it contains is accurate and up to date. There are a number of rules in the Switching
Rules which require information to be updated in a timely manner. For example:

58. ICP information to be maintained

581 Each distributor, retailer, and meter owner must use its reasonable endeavours
to maintain current and accurate information in the registry in relation to the
ICPs and the ICP parameters for which it has responsibility as set out in

Schedule 1.
61. Correction of ICP information in registry and registry validation
61.1 If, in relation to any information in the registry, a responsible distributor,

responsible retailer, or responsible meter owner becomes aware that such
information is incorrect or requires updating, the relevant responsible
distributor, responsible retailer, or responsible meter owner must, as soon as
practicable, enter the correct or updated information in the registry.

Over several rounds of Switching Rules audits, auditors have noted that while most rules that
guide ICP maintenance have specific deadlines — which allow effective controls to be put in

18




place by participants and for compliance to be easily tested — other rules, specifically rule 58.1
and rule 61.1, are more difficult to test as the requirement is 'reasonable endeavours’ or ‘as soon
as practicable’. The risk with this approach is that different participants apply different
standards and different auditors measure compliance in different ways.

We propose amending the wording of these rules to reduce ambiguity and allow for a more
consistent approach across participants and auditors.

We also see benefit in introducing a tolerance provision or two-tier rule, to recognise that
exceptional circumstances can sometimes cause a low number of delayed updates. For
example, a timeliness requirement could be stated as "90% of updates must be entered into
the registry within five business days and 100% within 20 business days".

PROPOSALS:

1 Amend rules 58.1 and 61.1 to improve clarity and consistency of ICP update timeframes

1 Introduce a two-tier framework for assessing compliance with update timeframes

4.4  Distribution injection points

We believe it is important for any new renewable gas injection points to be visible in the
registry and for the market to be informed of these connections due to the changes they will
entail for downstream reconciliation. Retailers in particular will need to be aware of the source
of the gas that is being delivered to their customers (noting that physical supply is distinct from
contractual supply, so the retailer may not have a contractual relationship with the party
injecting renewable gas).

It is also essential that adequate metering is installed and interrogated regularly and that
measurement is compliant with NZS 5259:2015; these issues are covered later in this Statement
of Proposal. In order to be captured by our audit regime, the injection points and injecting
parties need to be recognised by the Switching Rules and Reconciliation Rules.

Accordingly, we propose an obligation on distributors to give notice of any new injection point
and also to populate details of the injection point in the registry. The notice requirement would
be similar to rule 45 (excerpt shown below), except that we believe a longer notice period, of at
least three months, would be appropriate as the changes required and market impact would
be more substantial than for a standard connection from the transmission system.

45. Distributors to give notices in relation to gas gates

451 If a distributor intends to create or decommission a gas gate, the distributor
must, at least 20 business days before the creation or decommissioning takes
effect, give notice of that gas gate creation or decommissioning to -

4511 The industry body; and
4512 The registry operator, and

451.3 The allocation agent and all retailers that will be affected by the gas
gate creation or decommissioning

With regard to the information that should be populated in the registry, it is first necessary to
determine exactly what status a distribution injection point should have. As a point of supply to
the network, the closest comparison is a gas gate, but the existing gas gate definition in the
Rules would require amendment to cover a third-party injection point:
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gas gate means the point of connection between -

(a) a transmission system and a distribution system; or

(b) a transmission system and a consumer installation; or

(c) two gas distribution systems; or

(d) a group of gas gates, as determined and published by the industry body,

treated as a single gas gate for the purposes of these rules;

Alternatively, a distribution injection point could be considered a special type of ICP where gas
is delivered into the network instead of (or as well as) delivered from the network®. This would
correspond to the electricity registry, where ICPs have an Installation Type parameter,
indicating load (L), generation (G) or both (B). But again, the existing definition of ICP in the
Rules would require amending:

ICP means the installation control point, being the point at which a consumer installation
is deemed to have gas supplied and which represents the consumer installation on the
registry;

The most relevant ICP parameters to a distribution injection point would be the distributor
fields. In particular the values for ICP Type parameter® could be expanded to identify injection
points. On the other hand, the majority of the retailer and meter owner fields wouldn't be
relevant to an injection point.

We recognise that further work is required to determine the specific information that should be
included in the registry for distribution injection points. Gas Industry Co will work with
participants and the AGMI working group to establish a list of parameters prior to submitting
the Recommendation to the Minister for amendments to the Rules.

PROPOSALS:

9 Introduce a new definition for distribution injection points
9 Introduce an obligation on distributors to give notice of a new distribution injection point

9 Distributor must populate details of the network injection point (specific parameters to be
determined)

QT Do you support the proposals in this section (summarised below)? Please provide
comments and feedback, including whether there are additional changes that Gas
Industry Co should consider

1 Add two new meter owner fields to the registry (i) Meter Type and (ii) AGMI

Communicating (Y/N)
1 Amend rules 58.1 and 61.1 to improuve clarity and consistency of ICP update timeframes
1 Introduce a two-tier framework for assessing compliance with update timeframes
1 Introduce a new definition for distribution injection points

ink >re Is >asonad < ood at a renewd > 1 Od or examp

Jjes are: EN for @ nobeddec ork co on, GD fo >ct connect and GN fo
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Introduce an obligation on distributors to give notice of a new distribution injection point

Distributor must populate details of the network injection point (specific parameters to be
determined)
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Allocation groups, interrogation
and submission requirements

Discussion topics: changes to allocation groups for AGMI, criteria for assigning
ICPs to allocation groups, daily submissions for D+1, threshold for installing
telemetry, daily metering for distribution injection points, 7-day D+1

5.1 Current allocation groups

Allocation groups are described in two areas of the Reconciliation Rules, rule 6 (definitions) and
rule 29 (metering interrogation requirements). Retailers assign ICPs to an allocation group
based on the customer's annual consumption and metering configuration. The allocation group
indicates how the customer's consumption is profiled or recorded and how UFG is applied. The
table below shows the current allocation groups and the number of active ICPs in each.

Allocation - UFG
Description

Group allocation

1 Assigned to ICPs that have a TOU meter with telemetry 276 | AUFG
and where gas quantities are recorded daily:

2 Assigned to ICPs that have a TOU meter without telemetry 187 | AUFG
and where gas quantities are recorded daily:

3 Assigned to ICPs where the daily gas quantities are 0 | MUFG
determined by application of an approved static deemed
profile to monthly gas quantities taken from register
readings that are required under rule 29 to be recorded
monthly:

4 Assigned to ICPs where the daily gas quantities are 5532 | MUFG
determined by application of the gas gate residual profile
to monthly gas quantities taken from register readings that
are required under rule 29 to be recorded monthly:

5 Assigned to ICPs where the daily gas quantities are 0 | MUFG
determined by application of an approved dynamic
deemed profile to monthly gas quantities taken from
register readings that are not required under rule 29 to be
recorded monthly:

6 Assigned to ICPs and where the daily gas quantities are 305,668 | MUFG
determined by application of the gas gate residual profile
to monthly gas quantities taken from register

*ACTC+ACTV ICPs as at 27 September 2023 (Gas Registry)
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Allocation groups 3 and 5, which allow for bespoke, retailer-submitted profiles, have never been
used. In other words, all current ICPs are either TOU (daily metered) or are profiled using the
gas gate residual profile (GGRP).

Because ICPs are assigned to allocation groups according to their metering configuration as
well as their consumption, this can sometimes cause confusion and unintended consequences.
For example, a legacy TOU consumer which has reduced its consumption to below 10TJ per
annum but still above 250GJ per annum must be treated as an allocation group 1 or 2 site and
have daily readings taken, even if the retailer would prefer to treat the site as allocation group
4. The alternative is that the GMS has to be replaced, which would incur a material cost for no
benefit.

There is also some confusion apparent when allocation groups are compared with curtailment
bands under the Gas (Critical Contingency Management) Regulations 2008. Curtailment bands
4 and 6 have the same volume thresholds as allocation groups 4 and 6 so there is an
expectation that the treatment of ICPs is consistent across both groups. But an ICP in
curtailment band 4 may be assigned to any of allocation groups 1to 4, depending on its
metering and profiling.

Consistent with the discussion in section 4 for AGMI ICPs, Gas Industry Co maintains that there
should be a distinction between the functionality of the meter and the method chosen by the
retailer for reconciling the ICP. While there are minimum interrogation/submission requirements
that depend on annual consumption for an ICP (for example an AG4 ICP must have monthly
reads), the retailer should have the discretion over whether it chooses a more stringent set of
requirements (such as daily reads) in return for a more favourable UFG allocation or a more
accurate D+1 allocation.

We will therefore propose some minor amendments to the rules for assigning ICPs to allocation
groups, in addition to the changes for AGMI and D+1 discussed below, in order to achieve this
purpose.

5.2  Proposals for non-TOU customers

Submitters on the AGMI Consultation Paper supported the proposal to put AGMI ICPs in a
separate allocation group to standard ICPs. The intent was to clarify that specific obligations
would apply to these ICPs, for example, metering reading requirements, submission
requirements, and how UFG is applied.

In line with the points raised in section 5.1.1, we will take care not to use the type of metering to
define the allocation group. For example, a retailer may switch in an AGMI ICP and choose to
treat it as an interval-read meter, in which case it would remain in allocation group 6. The
physical distinction between advanced meter, standard meter and TOU meter is apparent
from the existing meter owner parameters, it need not be determined by the allocation group.

The current AGMI rollout targets domestic and small commercial gas users (with meter
capacity up to 10 standard cubic meters per hour), which generally translates to an annual
consumption less than 250GJ. One submission noted that an advanced metering solution for
larger consumers (greater than 10scmh) will eventually become available, so we intend to
account for this in our proposed changes to allocation groups.

23




Gas Industry Co proposes to retain the existing volume thresholds and meter interrogation
requirements for allocation group 4 and 6. As per the Vector Metering submission, we propose
using:

9 allocation group 3 for daily-reconciled ICPs that would otherwise be assigned to allocation
group 4, and

9 allocation group 5 for daily-reconciled ICPs that would otherwise be assigned to allocation
group 6.

The reason for keeping the groups separate is to maintain the existing policy that a daily-
metered ICP that uses more than 250GJ per annum must have ICP-level consumption data
submitted to the allocation agent, whereas sites using less than 250GJ per annum can have
aggregated daily data submitted.

Allocation group 3 would be used for any current TOU ICPs that use less than 10TJ per annum
(the top end' of allocation group 4) as well as any future daily-reconciled AGMI ICPs that use
more than 250GJ per annum (the 'bottom end’ of allocation group 4).

We consider that these proposals make the allocation groups clearer and more intuitive. The
stricter volume-based rules also provide a better mapping to curtailment bands:

1 an ICP in curtailment band O to 3 can only be assigned to allocation groups 1 or 2;
9 an ICP in curtailment band 4 can only be assigned to allocation groups 3 or 4; and
1 an ICP in curtailment band 6 can only be assigned to allocation groups 5 or 6

The downside of this proposal is that the ability for retailers to use static-deemed profiles and
dynamic-deemed profiles would be lost. However, as noted above, these profiles have never
been used in the 15 years the Reconciliation Rules have been in effect. If bespoke profiles were
needed in the future, the Rules could be revisited again and/or the exemption provisions could
be used as a short-term measure.

We believe it will be necessary to determine, with industry input, guidance or criteria for when
daily-reconciled ICPs can be assigned to allocation groups 3 and 5. For example:

1 AGMl s consistently communicating

9 Validated daily readings (and energy conversion) are accurate and reliable

9 Daily data is submitted to the D+1 system each day as well as to the allocation system
9 Estimation processes for missing data are reliable and effective

It would be our intention to allow for occasional estimation, as the Reconciliation Rules do now
for TOU ICPs, acknowledging that 100% reliability is not likely to be achieved. But if an AGMI
ICP is not communicating, has intermittent communication issues, or is being treated by the
retailer as non-daily reconciled, then it must remain in either allocation group 4 or 6.

By creating a set of criteria or a guideline, this would ensure retailers have controls in place and
would give auditors a means to measure compliance.
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PROPOSALS:

1 Amend allocation group rules and definitions to provide for daily-reconciled ICPs

9 Publish guidance or criteria for assigning daily-reconciled ICPs to allocation groups

5.3 Proposals for TOU customers

At the other end of the scale to AGMI, the D+1 Options Paper noted that the proposal to
introduce a telemetry threshold (an obligation to install telemetry devices on TOU ICPs with
consumption over a certain volume), has been discussed since the DAWG first began meeting
in 2015. Submitters (and DAWG members) broadly supported introducing a threshold.

The benefit of requiring telemetry on the largest TOU sites, is not only an improvement to the
allocations for those ICPs but also a more accurate residual for mass market D+1 allocations.

The trade-off for the increase in accuracy is the cost borne by the retailer (and potentially
passed onto the customer) for the installation and ongoing maintenance of a telemetry device.
However, as noted in the D+1 Options Paper, the general trend in the C&l market (without any
regulatory intervention) has been a substantial increase in penetration of telemetry, indicating
that there are significant private benefits to the conversion process.

The chart below shows that over the last several years the size of allocation group 1 has grown
(in number and in proportion of total TOU volume) while allocation group 2 has reduced.
Allocation group 1 now accounts for around 80% of TOU volumes.

Changes in 12-month rolling volume and ICP count for allocation groups 1 & 2, 2015 to 2023

Rolling 12month AG2 volume Rolling 12 month AG1 volume
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Previous analysis of the optimum volume threshold indicated that 20TJ per annum provided a
good balance between capturing a large volume of gas consumption (to provide a boost to
D+1 accuracy) while limiting the magnitude of the cost on stakeholders.

Based on the most recent 12 months of interim consumption data, a 20TJ threshold would
require installation of telemetry on 50 AG2 ICPs. This would provide daily data for an
additional 1.8PJ of annual load that is currently estimated by D+1.
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Distribution of AG2 ICPs by annual consumption volume (June 2022 to May 2023)

Band (per annum consumption) | No of ICPs | Volume in band (GJ)
>100TJ 1 105,284
80-100TJ 1 87,944
60-80TJ 3 197,044
40-60TJ 1 538,443
20-40TJ 34 912,199
18-20TJ 5 95,872
16-18TJ 16 271,638
14-16TJ 12 179,543
12-14TJ 12 153,986
10-12TJ 17 182,527
<10TJ 79 426,686
Total 191 3,151,167

PROPOSAL:

9 Require all consumer installations that have (or are expected to have) annual consumption
greater than or equal to 20TJ, to have a TOU meter with telemetry installed and be
assigned to allocation group 1.

As this proposal creates a substantial impact on the individual customers involved, we intend
to establish a transition period for the installation work that strikes a balance between
achieving the goal of increasing daily volumes into D+1 and managing the workload at the
least cost and inconvenience to customers. We welcome views from stakeholders on what this
timeframe should be.

5.4 D+1submissions for allocation groups 1, 3 & 5

Along with the requirement to install telemetry on large TOU sites, the D+1 Options Paper
included a proposal that retailers must supply daily consumption to the D+1 system for all ICPs
that have daily downloads. This would improve on the current arrangement where retailers are
voluntarily providing daily data.

Submitters supported this proposal, and some expressed surprise that there are allocation
group 11CPs that don't supply daily data to the D+1 system. The volume of missing daily data
for allocation group 1is illustrated in the chart below.
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Actual vs estimated allocation group 1 volumes (GJ) in D+1 allocations {June 2022 to May 2023)
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As discussed in section 5.2, the obligation to supply daily data to the D+1 system would also be
a condition of assigning daily-reconciled ICPs to allocation groups 3 and 5 (and in doing so
getting the benefit of fixed-factor UFG allocation).

PROPOSAL:
9 Retailers must provide daily metered energy volumes to the allocation agent each day for

all ICPs in allocation groups 1, 3 and 5.

5.41 Impact of additional daily data

The potential impact of the additional daily-reconciled consumption data on allocations is
modelled in the charts below. The first chart shows the existing 'known' consumption data vs
estimated data for each allocation stage (for a 12-month period). The second chart shows the
additional daily consumption that is captured due to:

1 daily AGMI data (assuming Genesis AG6 volumes only)
1 the 20TJ threshold for telemetry, and
1 the obligation to submit all AG1 volumes to the allocation agent each day

The benefit is clearest for the D+1 allocation, where the amount of known daily data increases
from around 44% of network throughput to 66%. The initial allocation also sees an
improvement from 75% to 82% of throughput.
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Actual vs estimated volumes in allocation stages
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5.4.2 Submission of AGMI data for D+1

When the D+1 pilot was first established, it was agreed that as Vector Metering performed a
daily telemetry download service (including energy conversion) to retailers for the majority of
allocation group 1 sites, the most efficient and timely way for that data to be submitted to D+1
was in a consolidated file directly from Vector Metering. This process has operated
exceptionally well for the duration of the pilot, and we do not propose any changes, but, for
consistency with the other provisions in the Reconciliation Rules, the obligation to provide daily
data will sit with the retailer, not the meter/telemetry owner. It is understood that Vector
Metering is acting as an agent to each retailer in providing TOU data to the D+1 system.

For AGMI ICPs, in the amended allocation groups 3 and 5, Gas Industry Co understands that it
is unlikely that the meter owner will be the party performing the conversion of metered
volumes to energy. Consistent with legacy meters, it is expected that the retailer will receive
meter read data and then apply its own validation and energy conversion processes. We
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therefore expect that retailers will be responsible for submitting daily files to the allocation
agent for D+1 for allocation groups 3 and 5.

While this will require the development of new file submission arrangements, which will incur
some cost for those retailers, we think it likely that the daily validation and conversion process
would already be planned if it intends to provide daily consumption data to AGMI customers.

PROPOSAL:

1 Determine an appropriate file format for retailers to submit daily AGMI data to the
allocation agent.

5.5 Summary of changes to allocation group requirements

The diagram below summarises how the proposals in this section 5 will impact the allocation
groups, and how the consumption data for ICPs in each allocation group will be treated in the
D+1 and allocation systems.

ICP annual consumption Allocation group Characteristics

Daily metered

Daily reconciled

D+1: actuals submitted

GAA: actuals submitted (XTOU profile)
AUFG factor/GIM MUFG factor

Do o o Do Do

Daily metered

Monthly downloads

D+1: modelled

GAA: actuals submitted (XTOU profile)
AUFG factor/GIM MUFG factor

>10TJ pa

Do o o Do Do

Daily metered

Daily reconciled

D+1: actuals submitted (ICP level)
GAA: actuals submitted (ICP level)
AUFG factor/GIM MUFG factor

o o P Do Do

>250GJ pa

Interval metered

Monthly reads

D+1: modelled

GAA: HE/FE submitted (GGRP profile)
MUFG factor

o o o Do Do

Daily metered

Daily reconciled

D+1: aggregated actuals submitted
GAA: aggregated actuals submitted
AUFG factor/GIM MUFG factor

To o To Do Do

<250GJ pa

Interval metered

Less than monthly reads

D+1: modelled

GAA: HE/FE submitted (GGRP profile)
MUFG factor

Do Io I o Do
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5.6 7-day D+1

As we indicated in the D+1 Options Paper, Gas Industry Co favours a move to 7-day D+1. It is
consistent with both the physical flows and commercial arrangements for gas, which each
require 7-day management. Shippers that submitted also strongly supported moving to a 7-
day operation. This has been the general consensus over the years of the D+1 pilot, echoed in
DAWG meetings and industry workshops.

The diagram below, taken from the D+1 Options paper, illustrates the two systems that
together constitute D+1. Our proposal is to regulate 7-day operations for the downstream
reconciliation elements of D+1. We will also work with Firstgas to ensure progress on the
transmission side of D+1, but that is outside of the scope of this Statement of Proposal.

The Gas Industry Co D+1 system, which is largely automated, already runs 7 days per week.
Vector Metering, which provides TOU customer data to the D+1 system also supplies files 7
days per week as does Firstgas for injection data. But at weekends and on public holidays the
injection data and TOU customer data are unvalidated. The step change for an official 7-day
D+1 system will be ensuring that the D+1 system receives validated inputs on non-
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