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Gas Industry Company Limited

Application for an Exemption from the Gas (Downstream
Reconciliation) Rules zo08

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

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

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

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

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

Company name: Viector Gas Limited Phone: (04) 803 9018

(Vector)
Fax: (04) 803 Q0S5

Contact Mame: Jo Murray, Commercial
Mailing Address: 142 Wakefield Street,

Private Bag 32980, Wellington

Manager - Gas Transporiation

Ernail: jo.murray@vector.co.nz

2. Type of exemption sought (delete all but one):
Standard (under rule 19)

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

Wector applies for exemption from compliance with rules 41 and 42 on the
following conditions:

Rule 41 - Provision of daily injection information, subject to the following
conditions:

+ The exemption should apply until 30 September 2010 on the same
material terms and conditions set cut in the existing Gas (Downstraam
Reconciliation) Rules 2008 (Exemplion DROB-15 to 18-5! Injection
information) Notice 2008 {including those relating to the provision of
consumption information undsr rule 31 and the provision of allocation
results under rule 48); and




Rufle 42 - Publication of estimated day-end volume injection quantibes =ach day,
subject to the following conditions:

¢  The exemption should apply until 30 September 2010;
* For gas gates without telemetry metering, TSC0s ars fully exempt; and

* For gas gates with telemstry (except the 21 gas gates with live SCADA
data and other gas gates in the future with live SCADA data), TSOs ars
exempt from complying on non-business days.

Important note: Ths conditions for rule £2 proposed in this application differ
fram those recommended by the GIC in its Report by the deletion of the propesed
condition requinng TSOs to "make all reascnable endeavours te be in a position
to comply with rule 42 in respect of all gas gates with telemetry on non-businzss
days by 30 September 2010." Vector is comfortable continuing to discuss the
terms of compliance post expiry of the exemption, but cannot place itself in 2
position, via this exemption, of legally waiving its nght to argue the terms of
compliance at 2 later date.

4. State the reasons on why you are seeking the exemption and why the
exemption sought should be granted

{see notes attached which set out the reguirements for different types of exemptions):

BACKGROUND

Chronology of Procedural Milestones
There is an extensive backoround to the current exemptions to rulss 41 and 42,
In summary, the milestones in that background (for Vector) are:

{a) 21 August 2008 - GIC FPublication: Initial exemptions under Gas
(Downstream Reconciliation) Rules 2008;

() 5 September 2008 - Vector Submission;

{c) 17 September 2008 - GIC Publication: Gas [Downstream
Recondiiation) Rules 2008 [Exemption DROB-I4-T: Unmefered Gas
Gates) Notice 2008;

{d) 17 September 2008 - GIC Fublication: Gas [Downstream
Reconciliation) Rules 2008 [Exemption DROB-15 to 18-5: Inmjection
infarmation} Notice 2008;

{e} 68 November 2008 - GIC Fublication: Gas {Downstream Reconciliation)
Rules 2008 {Exemption DROS-25-5: Injection information) Notice 2008;

{f] 4 March 2009 - GIC reguest for submission from Vector for the
purpose of a report to be prepared in accordance with condition 3{c) of
the DRO&-25-5 Notics;

{g] 16 March 2009 - Vector Submission;




{h} 23 March 2009 - GIC reguest for submission from Vector for the
purpose of & report to be prepared in accordance with condition 3(d) of
the DROS-14-T MNotice;

(7] 31 March 2009 - Vactor Submission;

(i} March 2009 - GIC FPublication: Report on exemptions granted in
respact of rules 41 and 42 of the Gas (Downstream Reconcifiation) Riiles
2008 - Consultation Paper;

(k) 15 April 2009 - Vector Submiszsion; and

{1} 23 April 2009 - GIC Publication: Report on exemptions granted in
respect of rufes 41 and 42 of the Gas (Downstream Reconcifiation) Rules
20058 (Report).

GIC's Report

Following the analysis of 6 submissions, on 23 Apnl 2009 the GIC issuesd its
Report. The GIC's recommended course of action is that exemptions should
continue until 30 September 2010, For rule 41, the exemption will continue on
similar conditions that currently apply., For rule 42, the conditions are modified
from the current conditions. The conclusion of the GIC, in its Report, 15 85
follows:

"In summary, Gas Industry Co's recommendsd course of action is as follows:

« A rule 41 exemption should zpply wuntil 30 September 2010, on the same
materal terms and condibions sst out in the ewisting Gas (Downstream
Reconciliation) Rules 2008 (Exemption DROS-15 to 18-5; Injection information)
Motice 2008 (including those relating to provision of consumption information
under rule 31 and the provision of allocation results under rule 48),

¢ & rule 42 exemption should apply until 30 September 2010 with the following
modified

conditions:

o Ta0s are fully exempt from rule 42 for gas gates without telemetry metering
until 30

September 2010; and

o In respect of gas gates with telemetry, TS0s are exempt from complying with
rule 42 on non-business days untl 30 September 2010 for all but the 21 gas
gates with live SCADA data (and also potentially other gas gates that in future
with live SCADA data); and provided TS0s make zll reasonable endeavours to be
in a position to comply with rule 42 in respect of all gas gates with telemstry on
non-business days by 30 September 2010,

* Applications for exemptions refating to the above can be applisd for Vector or
MOL through the standard rule 19 exemption process,

« Action should be taken, either by determining any exemption applications
submitted by

Vector or MDL after consultation, or by considering an urgent exemption
(followed by

consultation if granted}, to ensure that decisions on any exemptions are made no
lzter than 30 Apnl 2009 when the existing exemptions sxpire.” (Report, Part 7,
page L2




Vector's Application

Given the GIC's recommendation, Vector now makes this apolication for a
standard exemption under rule 19 of the Gas [Downstream Reconciliation) Rules
2008 (Rules).

Thiz application is in accordance with the GIC's recommendations for both rules
41 and 42, except to the extent that Vector doss not accept the following
recommended condition:

“make all reasonable endeavours to be in a position to comply with rule 42 in
respect of all gas gates with telemetry on non-business days by 30 September
2010.7

Wector does not accept that proposed condition, and has made this application
without that conditicn for the following reasons:

{a) A= previously submitted on several occasions, the cost to provide
estimated injection information to Shippers on a 365-day basis would be
considerable. Extra metering and measurement staff (including field
staff) would be required. National coverage would be necessary fo
ensurs that incorrect meter information was corrected promptly
irrespective of where it occurred, and even that coversge could not
guarantee complstely accurate unvalidated information;

{b) There 15 no evidence to support the wiew that the provision of such
information on a 365-day basiz will substantially improve the ability of
Shippers to manage their pipeline balancing;

{c) Evidence so far from the operation of the current sxemption supports
the wiew that it has operated effectively as no problems hawve besn
reported, and that the current exemption should continue;

{d) Further evidence from operating the exemption for another 12 months
will place all industry participants in & better position than currently to
zzsess the whether it would be appropriate to make a rule change to
reflect the current exemption; and

(e

o

Accordingly, Vector believes that it is premature, and is arguably a
predetermination given that a Rule change review is propossd which
includes rule 42, to require it to vse all reasonable endeaveours to be ina
position to comply with rule €2, on 1 October 2010, on a 365-day basis.

Wector further notes that if it accepted the condition it may be held to have legally
waived its right to argue this point at a later stage, and this would be an
unacceptable outcome for Vector,

CRITERIA FOR STANDARD EXEMPTIONS

The Information Paper, published by the GIC in March 2009 dealing with
exemptions, specifies criteria against which applications for exemption will be
coensidered. For standard exemptions the criteria are specified in rule 19.2 of the
Rules ie that the GIC iz satisfied that the exemption = desirable to better achisve
the objectives set out in section 43ZN of the Gas Act 1992, and the purpose of
the Rules (ruls 27.

Whilz the history around the granting and reporting on the exemptions for rules
41 and 42 has been adequatzly dzalt with in the documents comprising the




procedural milestones noted abowve, for completeness the following are Vector's
brief respanss to 2ach criterion for standard exemptions.

Purpose of the Rules (Rule 2)

Allocations are fairer, more efficient and more reliable -

+ Rule 41 - Injection information provided at 1200 howrs will in most
circumstances be more reliable than providing the sames information at
0&800 hours. Dus to the nesd for a manual check and correction of some
files on the 4™ business day following the consumption month this
reliability could not be maintained if the 0800 hour deadline was imposed.
It would result in the use of incorrect imjection information for some files
and could consequentially be unfair on affected Shippers. Reliability of the
process would be compromised if the prescribed earlier deadline was
required to be adhered to. This would consequentially affect efficiency.

« Rule 42 - It would be wery costly for Vector to provide imjection
information on weekends and on statutory holidays, MNationa! coversge by
field staff would be required to manuzlly check information in the case of
faulty meters as well a2z the possibility of having to employ more metering
and measurement staff at Vector's Bell Block premizes. That considerable
cost would be unfair on Yector sspeaally when it would require Vector to
excesd its obligations to Shippers under section 3.3 (and Schedules 4 and
%) of the WTC in providing consumption information on QATIS. There is no
evidence to support that fact that that provision of consumption
information additional to that which VYector is already obliged to provide
would make allocations more efficient or enhance reliability in this regard.
Vector has nevartheless taken wvoluntary action to provide live (but
unchecked) SCADA data at 21 gas gates and in addition now publishes on
OATIS (for all Shippers to see) Ensrgy Quantity infermation for all receipt
and delivery points. With that extra information now being provided, and
no disadvantage hawving been experienced by the Allocation Agent or
Shippers since the exemption was granted, Vector considars that it is fully
supporting the purpose of the Rules.

Departure from uniform processes
+ Rule 41 - The provision of injection information to the Allocation Agent 4
hours later than currently prescrnbed in the Rules is 3 minimal departure
and has not caused any identifizble 'knock-on® effects to the Allocation
Agent or Shippers,

+ Rule 42 - While the dsparture (through the sxemption) from providing
Shippers with injection information every ‘day’ as opposed to 'business
day’ appears to be a major departure from the prescribed obligation, it has
not shown in practice to have a major impact on Shippers. Vector's
voluntary action in providing live {but unchecked) SCADA data at 21 gas
gates, and Energy Quantity information to all Shippers for all receipt and
delivery points (through a change to the WTC) is also a practical step to
minimise departure from the requirements of this rule.

Objectives set out in section 43ZN of the Gas Act
Allocations are fairer, more efficient and more reliable (paragraph (a)):
+ Rule 41 - Az zbove; and

¢+  Rule 42 - Az zbove.

Incentives for investment in gas processing facilities, transmission, and
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