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Dear Ian,
Gas Outage and Contingency Management Arrangements

Thank you for the opportunity to provide comments on the August 2007 statement of
proposal.

Methanex is in general agreement with the approach that the combination of
regulations and industry formulated OCMPs is likely to deliver the most satisfactory
outcome. Attached are our comments on the specific questions posed by the GIC and
the following are our thoughts on some of the key principles and other matters not
addressed in the attached comments.

1. Formulation of OCMPs

The OCMPs are the key element in the handling of a contingency situation. We
believe the process to establish and approve the OCMPs needs further clarification.

Section 8.12 of the Statement of Proposal states that the proposed framework allows
“industry participants to reach agreement, through a consultative process, on the way
the detailed arrangements will be implemented.” We agree that the OCMPs should
ideally be agreed between the TNO and those industry participants that will be most
effected by a contingency event.

Firstly, the regulations should specifically state that TNO’s are required to consult
with all the Major Users on their system.

Secondly, whilst the proposed drafting requires the TNO to consider submissions
made on their proposed OCMP, there needs to be further consideration of what
happens in the situation that the TNO does not reach agreement with the Major Users.
The GCO, expert advisor and industry body are constrained in their approval of the
plan to considering compliance with regulation 24 and the stated purpose of the
regulations. It’s possible that an OCMP could be in compliance with these at the same
time as having rejected reasonable concerns raised by industry participants.
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Given that the OCMP is such a key part of the contingency arrangements, there needs
to be an opportunity for the affected industry participants to have a greater say in the
event that agreement is not reached amongst the parties. There should also be some
process for Major Users to comment on the OCMP of other TNO’s, to ensure that
there is consistency in approach.

2. MPOC Arrangements

The MPOC includes provisions for dealing with a reduction in the supply of gas from
any given source. The contingency arrangements should only come into play as a last
resort and should not come into play until it is clear that the existing MPOC

provisions are incapable of dealing with the loss of gas supply from a particular field.

With this in mind, the ability of the GCO to declare a contingency prior to the pipeline
pressure or linepack limits being triggered needs to be limited to circumstances where
it is clear that the MPOC provisions will be incapable of avoiding the limits being
breached.

3. Contingency Price

The process for setting the contingency price could be improved by agreeing that a
certain floor price will apply during any contingency. This will help ensure that
suppliers have the incentive to maximize gas supplies as early as possible in a
contingency situation. We propose that the floor price be set at $10/GJ and that this is
reviewed by the industry expert from time to time.

4. Minimal Load Consumer

The proposal to set a time limit on a consumer being classified as a minimal load
consumer is inappropriate. It will be totally impracticable for many minimal load
consumers to make alternative arrangements and these consumers must be allowed to
shut down plant in a controlled manner.

5. Curtailment Bands

The review of the curtailment bands must require the industry body to consult with all
Major Users. The drafting of regulation 33(4) currently doesn’t require this.

Yours sincerely

§
Phil Watson
Commercial Manager, NZ
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