Consultation on Exemption Applications under the Gas (Downstream Reconciliation) Rules 2008

Applications from Vector:  DR-08-25S for a further exemption from Rule 42 gas injection requirements, and DR-08-26T for the exemption of direct consumer gas gates from Rule 41 gas injection requirements
1 Introduction

Gas Industry Co has received two additional exemption applications from Vector, under the Gas (Downstream Reconciliation) Rules 2008.  The applications relate to proposed exemptions from the rule 41 and rule 42 requirements for the provision of gas injection information.   Both applications are consequential to exemptions already granted –in the case of rule 41 an exemption granted for the exclusion of nominated direct connect gas gates from the allocation process but for the continued provision of injection information; and in the case of rule 42 a time limited exemption from rule 42 granted to Transmission System Owners, including Vector;  
This notice publishes and seeks submissions on those exemption applications. Submissions must be received by Gas Industry Co no later than 5pm on Monday 20 October 2008. The submission period has been limited to one week because the existing rule 42 exemption, to which application DR08-25S relates, expires on 31 October 2008.  It is requested that the submitters use the submission template attached as Appendix A. Submissions should be forwarded by email to submissions@gasindustry.co.nz.

A detailed description of the exemption framework can be found in the initial exemptions consultation paper of 21 August 2008 (which can be downloaded here (PDF 532KB). 
2 Description and Analysis of Exemption Sought

2.1 Summary of applications
The full applications are attached as Appendix B.  A summary of each application follows.
GIC Code:  DR-08-24-U


Applicant:  Genesis Energy Limited
Exemption Type:  The exemption was initially sought urgently, but the applicant and Gas Industry Co have agreed that, given the likely timeframes, the application should be initially treated as a standard application
Exemption Sought: An exemption is sought from the application of rules 45.2.3, 46.2.1 and 46.3.2 for KIW 34202 Kiwitahi 2 gas gate, and for this gas gate to be reconciled using the Global-1 methodology.  The exemption is thought to apply from 1 October 2008 until their situation at this gas gate can be permanently recognised through a rule change.

Summary of Reasons:

· There are only 2 ICPs trading on this gas gate, one of which is allocation group 2 ICP and the other of which is allocation group 4 ICP.  As a result of this if the standard reconciliation process was used including allocation of UFG using a monthly UFG factor there would be unfair allocation to the group 4 customer allocation process.  

· Given the load of the Group 2 site the consumer installation is very likely to play a role in any significant availability in UFG.

· The proposed process would be a fairer and more appropriate allocation methodology at this gas gate than the methodology detailed in the Rules.

· There will be no impact on the allocation agent system as we propose that this gas gate be treated in the same way as other gas gates reconciled under the Global-1 methodology.
Additional information 

· Gas Industry Co understands that there is at least one other retailer at the Kiwitahi 2 gas gate KIW34202 and there could in fact be more.
· It is noted that an exemption has previously been granted for the exemption of 6 nominated gas gates with similar characteristics from the same rules, and for the Global-1 month UFG methodology to be applied to those gas gates.  The method of application of this methodology in the exemptions is that same as that proposed in the present application.  The exemption notice is attached as Appendix C

Issues

· The existence of a precedent notwithstanding,  would the application of the global-1– month methodology at the gas gate concerned provide fairer allocation and reconciliation of   downstream gas than that provided under the Reconciliation Rules?
· Will there be any adverse impacts on other retailers at the Kiwitahi 2 gas gate or other allocation participants in general?

· Is there any reason not to adopt the same approach for the Global 1-month UFG methodology as previously agreed and set out in the Decision Notice at Appendix C?

· More generally will the exemption sought better achieve the objectives set out in section 43ZN of the Act and the purpose of the Reconciliation Rules?
Appendix A – Recommended Format for Submissions

Submission from …………………………………………. (company name and contact)
	Question
	Comment

	Q1: 
Do submitters have any comments on the global 1-month methodology exemption application DR08-24-U from Genesis Energy for the Kiwitahi 2 gas gate?
	


Appendix B – Copy of Application

	Gas Industry Company Limited

Application for an Exemption from the Gas (Downstream Reconciliation) Rules 2008

	1. Please complete a separate form for each type of exemption sought.

2. Complete sections 1 to 4 of the form for all exemption types. Complete section 5 only in addition for urgent exemptions, and section 6 only in addition for transitional exemptions.

3. Please provide all relevant information. Expand the sections of the form as necessary to provide reasonably full information, but detailed supporting information should be set out in attachments to the form.

4. Gas Industry Co may request additional information after receiving and reviewing the application

	1. Name and contact details for the participant(s) seeking exemption:

	Company name: Genesis Energy

Contact Name: Sarah McHardy

Email: sarah.mchardy@genesisenergy.co.nz
	Phone:  021 549577

Fax: 09 580 4894

Mailing Address: PO Box 17-188

Greenlane, Auckland

	2. Type of exemption sought (delete all but one):

Urgent exemption (under rule 20) for an exemption for the Allocation Agent to the rules listed below.



	3. Provisions of the Rules from which the exemption is sought:

Exemption is sought for application of rules 45.2.3, 46.2.1 and 46.3.2 for KIW34202 Kiwitahi 2 gas gate. 



	4. State the reasons on why you are seeking the exemption and why the exemption sought should be granted  
We are requesting that Kiwitahi 2 be reconciled using the Global -1 Method from 1 October 2008. As part of the process of calculating the Annual UFG factor we have discovered there are only 2 ICPs identified to be trading on this gas gate.  One group 2 ICP and one group 4 ICP.  As a result of this if the standard reconciliation process was used including allocation of UFG using a monthly UFG factor there would be unfair allocation to the group 4 customer.   Given the load of the Group 2 site the consumer installation is very likely to play a role in any significant variability in UFG.  The proposed process would be a fairer and more appropriate allocation methodology at this gas gate than the methodology detailed in the Rules.

Describe how the exemption sought may affect other participants (including service providers) and any costs and benefits to them:

There will be no impact on the Allocation Agents systems as we propose this gate to be treated in the same way as other gas gates reconciled under Global -1 month.

The Retailers that trades at this gate shall submit their allocation group 1 or 2 consumption data under rules 31, 32 and 33 as allocation group 3 data and this shall be done by submitting the information in accordance with the GAS050 file format determined by Gas Industry Co except that “Allocation Group” shall refer to “3” (rather than 1 or 2) and “Profile code” shall refer to STOU.

The impact of this exemption as compared to the method in the Downstream Reconciliation rules is that the Retailer who trades on this gate who has the Group 2 ICP will be sharing in the monthly UFG rather than the Annual UFG.  This will mean that they receive a different UFG factor each month which does not have a cap or collar.

Specify how long the exemption sought is to be in effect for. Give reasons for the period that you specify:

This exemption is requested to be in effect from 1 October 2008 until there is a rule change to reflect this unique situation.

Specify what conditions and/or alternative arrangements relating to the exemption sought are appropriate:

The allocation agent should be exempt from applying the process in rule 55 to this gate for the establishment of an STOU static deemed profile and instead the allocation agent should, upon request from GIC, create an STOU profile code to apply to this gas gate.


	5. Additional information for an urgent exemption:

If your application is urgent, specify the date(s) by when a decision is needed:

A decision is needed to be made before 1 October 2008 when the new rules are effective.

State the reasons for seeking an urgent exemption rather than a standard exemption:   There is only 2 working days before 1 October 2008.

	6. Additional information for a transitional exemption

State the reasons for seeking a transitional exemption rather than a standard exemption:

N/A



	Please email this form to bas.walker@gasindustry.co.nz


Appendix C – Decision Notice for previous Global-1–month exemption
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