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Context

e Multi-product retailer trading in other similar sectors
e Expect the final access arrangements will:

O Manage monopoly incentives/behaviours

O Ensure interests of larger market players are not preferred over the interests
of mass market retailers with a much smaller market shares

O Be subject to a low cost effective compliance regime

O Be capable of evolution in a way which promotes rather than impedes
competition

D
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Commercial

e Mass market access is different:

O We require a no notice service... conforming load by a central body to facilitate
competition in the down stream gas market

O Needs transparency about upstream activity

e GTAC has

0 skewed market signals (pricing, rebates) which favour larger shippers.

O complexity (number of nomination points for MM. Now c.3 (Roto, Pokuru and
FR, now 17!11)

GTAC does not serve the commercial needs of mass market shippers
or their customers, will result in upwards pressure on prices.
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Governance

e We do not think the “materially better” test will necessarily get the
industry to reasonable terms and conditions of access as:

e Itinvites trade-offs to get “just enough” support
o Alternatives are only considered at First Gas’s option
* Progress to a regime which promotes competition will be inexorably slow

* A low cost and effective compliance regime is missing from the design

e There are Commerce Act advantages in a regulated solution

We raised these issues at the beginning and were ignored, but these
are fundamental to access and must be addressed. @
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Presenter
Presentation Notes
Materially better as a whole, not each clause so can omit changes in parts.  It is an average test across entire industry.
Does size matter?
Compliance size.  Arbitration is very expensive.
If Regulated then the commerce act issues fade away.




Process concerns

We have two process concerns:

1. The process to date has been neither a
* negotiation (we have no bargaining power and our views have been ignored);
nor

e consultation (the level of engagement has been lower then we would expect
from a regulator and there is no obligation to seek the best option to meet an

agreed regulatory objective)

2. The amount of time that is taken in self-governing processes is difficult to justify
if you have a small market share

Good process will result in good decision-making and thus far our
expectations have not been met. @
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Presenter
Presentation Notes
No bargaining power. Our concerns were ignored.
Mention that there was no engagement with our expert report.
Large number of industry meetings, but little resolution to the core issues.  Industry negotiation IS NOT QUICK AND cheap…


Recap

* Numerous issues have been identified, and now reinforced by the GIC.

e Side agreements need to be worked through

 We need First Gas to adopt these suggestions, or clearly outline why they will not
work. E.g. PR’s, MM no notice service, rebates...

 We also need more satisfactory governance arrangements and a better
engagement process

For a Mass Market retailer a regulated solution looks preferable to an industry

agreement.

Surprise us !
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Concluding remarks

Two issues in play:
1. Do we agree with the GIC’s assessment of GTAC?

2. Do we support the another round of development of GTAC by
First Gas?

Our views on these matters are influenced by:

Commercial considerations Does the GTAC represent terms of access which are
workable for us?
Governance considerations Does the GTAC as currently constituted, and as it might

evolve over time, pass the test of “fair and reasonable
terms of access” ? Is it lawful?

Procedural matters What are the obligations and have they been followed?
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Presentation Notes
We disagree with the weighting of some of the categories
Asymmetry of prices
Transmission products.
Rebates etc

No we do not support another round.
We have wasted too much time already



2015
2007

GIC reports “limited
progress” towardsimproving
transmissioncapacity access
arrangements (AR 16-18).
This led it to Issue a new
Options paper. GIC said it was
happy with progress by MDL
animproved balancing
arrangements and so it
supported MPOC rule change

2011

GIC initially proposed rules to
address capacity constraints on
Morthern pipeline that would
require capacity to follow an end
user who wished to change
suppliers. However “same suppliers
expressed a strong preference fora

Vector agreed to unbundle
contracts into Code (VTC),
GIC noted: “Many of the
concerns about effective
operation of gas tronsmission 2009
were found ta be associated
with, or caused by, confusion
or the lock of systems to

Reported that First
Gasand the GIC
are co-leading the
development of
the new Code and
sets put the

2013

GIC reported to Minister on
“significant progress towards
positive outcomes for gas

Minister agreed GIC should
focus on interconnection

develop and manage balancing, and capacity on mere o market oriented, non- halaneing” (AR p12). GIC's whichintroduced market proposed process
multilateral arrangements”. , regulatary respanse (AR p22) so - i i i including the -
g Vector’s northern pipeline d p priority was now expressly to based balancing while noting B - .
GIC recorded that instead an industry agreement was "Supp: .tandfacl-h-mre enhanced it had taken the ]ndustry siX pI'QPQSEd MPOC / .

reached to be more transparent
about capacity rights. GIC also

transition cha
request. (y p20)

transmission access was a
priority work stream. “The

years to get to this point
(from when regulations were

industry led non-reguiated
transmission pipeline balancing

company is developing a progressed cha.nge‘s to MPOCto arrangements in the form of first proposed) and that the

mgul'aredsd ution by which zdd :;353 balf n;lng issues and o changes to MPOC and paraliel propasal was still

multilateral a_nnngements ecide: },O a "prlﬂ wait a’;{ fee changes to other balancing controversial amongst 2017
would be subject to a set of @pproach toits rule propesals™ (AR related arrangements” (AR p12) shippers

legislated rules” (4R p3 . . p22)
"'f”'ﬁ'- h“““ﬂ.'*ahnnnu
. ®

GIC advised it was developinga

Noted the purchase by First

Gas of the two transmission
networks had led to GIC

Regulated solution was
developed for balancing
but not submitted to

GIC developed regulations

2004
GIC established

requiring transmission owners
to describe their standard
offers. Compliance
arrangements for monitoring
and enforcing these
requirements were also
proposed. However these
proposals did not proceed.
Instead the decision was
made to progress targeted
areas.

2008
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Minister as: “there
remains a substantiol
body of industryopinion
opposed to regulation”™
{AR p6). GIC granted
pipeline owners extra time
to improve compliance
with interconnection
guidelines. Workshops on
northern capacity issues.

2010

PEA convened to provide advice
on efficient use of existing
transmission assets and to pave
the way for efficient
transmission investment ta
occur. GIC approved MPOC code
changes for balancing but the
start date was deferred to allow
time for “complementary
improvements” in VTC. GIC
stated MPOC rules changes “did
not offer o complete solution”
(AR p20).

2012

“counterfactual design selution
in the event industryled
changes do not eventuate or
prove insufficient”. GIC
reported that its “aptimism™ in
waiting for an industry solution
to balancing was misplaced and
said “it may have to look back
to 2009 when the regulatory
solution it then proposed was
put aside at the industry’s
request” [AR p 17-18). Also
commented self-balancing was
improving in response to some
MPOC changes

2014

“developing a process with
First Gas which wouldensure
stakeholder engagementin
the development of a new
replacement code.” (AR p18)

2016
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