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Executive summary

Context and Review Process

The Independent Market Operator (IMO) is required to undertake a review of the Gas Bulletin
Board (GBB) Zones at least once every five years in consultation with Gas Market Participants
and gas industry groups.t

The purpose of the IMO’s Review of the GBB Zones is to consider the appropriateness of the
GBB Zones in achieving the GSI Objectives? by providing an appropriate breakdown of gas
supply and use within the state.

The IMO assigned Marsden Jacob to assist with their Review of the GBB Zones.

Marsden Jacob completed a Draft Report in May 2015 in support of the Review of the GBB
Zones, which included six preliminary recommendations®. The IMO undertook a consultation
process to obtain feedback from market participants and interested members of the public on the
Draft Report (including the recommendations). The formal consultation period commenced on 2
June 2015 and concluded on 30 June 2015, although the IMO did accommodate one late
submission.

Nine submissions were received during the extended consultation period. Submissions are
available on the IMO’s website and a summary of submissions and Marden Jacob’s response is
included in Appendix A. Key trends from the submissions are also outlined in Chapter 2.

In preparing this Final Report, Marsden Jacob has reviewed the submissions provided in response
to the Draft Report and incorporated that feedback into this report. This Final Report will be
presented to the IMO for their consideration. The IMO is then obligated to run a Rule change
consultation process to propose and implement any of the recommendations made by Marsden
Jacob in this report.

Awareness, understanding and usefulness of GBB Zone data

Submissions indicated that market participants had a good understanding of the GBB Zone data,
but that most participants did not use the GBB Zone data. Most participants have ready access to
alternative sources of information (e.g. meter flow data) or tended to utilise individual facility
data once available (i.e. ex post data).

Discussions with market participants indicated that Zone based data appears to be of most benefit
to smaller gas players (users or traders), potential new entrants (investors), as well as policy
makers, who do not have ready access to alternative sources of actual or forecast gas flow and
capacity data. Santos acknowledged in their submission that the information could be used to
assist in the management of gas supply emergencies (see Appendix A).

! In accordance with subrule 82(2) of the Gas Services Information Rules.

2 That is, security, reliability and availability of gas: efficient investment in and operation of infrastructure; and to
facilitate competition.

A copy of the Draft Report and information about the Review is available on the IMO’s website at:
http://www.imowa.com.au/home/gas/consultations/2015-review-of-the-gas-bulletin-board-zones
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Several participants questioned the value of the Zone based data and questioned whether
participants should bear the costs associated with maintaining or modifying the GBB Zones.

The Chamber of Minerals and Energy (CME) suggested that the IMO should undertake a broader
review of the GBB and related services in order to streamline or remove any unnecessary
components. Santos further argued that the GBB Zone information does not meet the GSI
Objectives and that a review of the GBB be undertaken to establish which parts meet the GSI
Obijectives.

Final Recommendations

The Draft Report made six preliminary recommendations. After consideration of the feedback
from market participants in discussions and via written submissions, Marsden Jacob have made
four final recommendations. Draft Recommendation 4 (Division of the Current Dampier Zone)
has been rejected by Marsden Jacob (see discussion in 3.4) and Draft Recommendations 5 (IMO
adopt Guidelines for allocation of new pipelines to GBB Zones) and 6 (IMO adopt Guidelines for
revision of GBB Zones) have been combined into a single final recommendation.

Recommendation One: Remove the definition of GBB Zones from the GSI Rules

Marsden Jacob recommends removal of the Zones prescription currently included in Schedule 2
from the GSI Rules (via an amendment to rule 82) to allow the IMO greater flexibility in
amending the Zones to suit market needs going forward. This recommendation is consistent with
the Draft Report and was generally supported in submissions.

Further to the Draft Recommendation, Marsden Jacob recommends that the prescription of the
Zones which is removed from the Rules be included in a GSI Procedure. Inclusion of this detail
in a GSI Procedure would provide continued and appropriate regulatory oversight including
consultation requirements regarding changes.

Recommendation Two: Publish nominations and forecasts for individual facilities

Given the critical importance of individual gas production facilities data to facilitate trade and the
impact that a single gas plant outage may have on the reliable delivery of gas to end users across
Western Australia, it is recommended that nominations and forecasts for individual gas
production facilities be published on the GBB®*.

The publication of gas nominations and forecasts for large user facilities may also benefit the
market through identification of trading opportunities, however, most participants indicated that
this is relatively less important given the significantly lower gas quantities of large user facilities
relative to producers, and the relative concentration of large users within production dominated
Zones. It could be more meaningful to publish aggregate nominations and forecasts for common
owners and/operators of large user facilities exceeding 50 TJ/day, such as Alcoa, Synergy or
Alinta.

Our Final Recommendation is for the IMO to consider a Rule change to:

e allow nominations and forecasts for individual production facilities to be published
(rather than this information being published on a Zones basis); and

4 Nomination and forecast data for individual gas production facilities is currently published at an aggregate Zone
basis initially. Actual data for individual facilities is published following the Gas Day.
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o allow nomination and forecasts for larger users to be published in an aggregated (but non-
Zone) basis.

Marsden Jacob notes that publication of facility data on a non-Zone basis could help to clarify the
purpose of the Zones, including usefulness of data which is published on a Zone basis.

Recommendation Three: Capture large user facility data connected to non-GBB pipelines

The purpose of the GBB is to capture information relating to short and near term natural gas
supply and demand and gas transportation and storage capacity in the State.> However, the current
definition of Zones (with reference to GBB pipelines) means that accurate data at the facility level
may not be captured for some large use customers being supplied from non-GBB pipelines.

Marsden Jacob recommends the IMO propose a Rule change to extend the definition of large user
facilities to capture gas use from non-GBB pipelines to ensure the supply and demand information
is as complete as possible.

Recommendations Four: IMO adopt Guidelines for GBB Zones
Marsden Jacob developed guidelines for:

o the allocation of a pipeline (and therefore a large user or production facility) to a GBB
Zone; and

e the revision of GBB Zones to accommodate future gas market developments.

The development and adoption of these guidelines seeks to reduce the regulatory process for GBB
Zones’ administration going forward. Marsden Jacob recommends these guidelines be
incorporated into a GSI Procedure. The inclusion of guidance in a GSI Procedure would also
complement the revised governance arrangements for Zones (as per Recommendation One).

We recommend that the IMO develop the guidelines in consultation with stakeholders as part of
the Rule change process to remove the prescription of GBB Zones from the Rules and include
these in a GSI Procedure (Recommendation One).

5 The purpose of the GBB is outlined in Section 4(1) of the Gas Services Information Act 2012.



I R Nee): ] ASSOCIATES

1. Background

The GBB is a website that provides information on short term gas demand and supply, natural
gas transmission and storage capacity in Western Australia.®

The GBB, in combination with the Gas Statement of Opportunities (GSOO), provides useful
information to gas market participants (i.e. shippers, pipeline operators and producers), regulators,
policy makers, and future investors amongst others, to facilitate trade in gas and improve security
of supply.

The GBB was formally established in 2013 and the IMO is responsible for operating and
maintaining the GBB.

Data on the GBB includes publication of nominated and forecast flow data. This forward looking
data is published by Zone on a daily basis. The GBB also provides information on the likely
curtailment of interruptible and firm gas flows by Zone.’

In accordance with subrule 82(2) of the GSI Rules, the IMO is required to review the GBB Zones
at least once every five years. The IMO is undertaking its first review of the GBB Zones in 2015.

1.1 IMO GBB Zones Review

The purpose of the IMO’s GBB Zones Review is to consider the appropriateness of the GBB
Zones in achieving the GSI Objectives by providing an appropriate breakdown of gas supply and
use within the state.

The Terms of Reference for the IMO’s GBB Zones Review outline four key tasks:

1. Understand awareness of the GBB Zone data amongst current and potential future gas
users and/or others.

2. Understand current use of the GBB Zone data by current and potential future gas users
and/or others.

3. What are the changes in use of the GBB Zone information that could arise due to future
developments in the market and the addition of new facilities?

4. Consider changes in the GBB which may enable Zones to better meet the GSI Objectives.

6 The GBB can be accessed at: https://gbb.imowa.com.au/#thome

7 Linepack Capacity Adequacy (LCA) Flags are updated by pipeline operators, where
(a) A green flag indicates normal operation;
(b) An amber flag indicates likely curtailment of interruptible gas flows; and
(c) Ared flag indicates likely curtailment of firm gas flows.

It is noted that the cause of likely curtailment is not evident through the publication of LCA Flags alone.


https://gbb.imowa.com.au/#home
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1.2 Marsden Jacob engagement

Marsden Jacob has been engaged by the IMO to assist with the Review of the GBB Zones.
Marsden Jacob’s task in assisting with the Review is to:

= Canvas and consider any issues relevant to the definition of the Zones and present these
in a Draft Report.

= Review, compile and consider stakeholder views on topics raised in discussions and in
submissions via the IMO’s formal Review of GBB Zones consultation process wWhich
occurred in June 2015.

= Develop a Final Report on the Review of the GBB Zones which includes an assessment
of options against the GSI Objectives and makes recommendations for the IMO’s
consideration.

This Final Report will be made publically available as part of the completion of IMO's
consultation process on the GBB Zones Review.

This Final Report addresses all four tasks outlined above (but does not repeat the background and
discussion of potential issues provided in the Draft Report). However, the focus of the Final
Report is on Task 4 (the assessment of options), including incorporating feedback from market
participants in the consultation process.

1.3 Approach

In preparing this Final Report, Marsden Jacob has reviewed submissions received by the IMO as
part of the public consultation process that provided feedback on the Draft Report prepared by
Marsden Jacob.

After reviewing the submissions, Marsden Jacob met with one market participant to obtain further
clarifications on their support/opposition for various recommendations that were outlined in the
Draft Report.

Following a review of the submissions and the subsequent meeting with a market participant,
Marsden Jacob has prepared this Final Report. This Final Report will be presented to the IMO
for their consideration.

1.4 Structure of this report

The remainder of this report is structured into the following sections:

= Chapter 2: Consultation and submissions — An overview of the IMO consultation
process, a summary of topics responded to in submissions, and an overview of issues
raised by participants in their submissions.

= Chapter 3: Review of current GBB Zones and potential options for reform — In this
Chapter we outline the recommendations and findings from the Draft Report and provide
a summary of participants feedback obtained through the public consultation process.
After taking into account the feedback from participants and further analysis undertaken
by Marsden Jacob, we then make final recommendations.

= Appendix A: Summary of submissions and Marsden Jacob response — A detailed
summary of individual responses to the recommendations, as well as other issues raised
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by participants. Where appropriate, Marsden Jacob has provided its view on the
relevance of the participant’s response in relation to the recommendations made by
Marden Jacob in the Draft Report.



I R Nee): ] ASSOCIATES

2. Consultation and submissions

2.2 IMO Consultation Process

As part of the Review of the GBB Zones, the IMO undertook a public consultation process to
obtain feedback from market participants and interested members of the public on the Draft
Report (including recommendations) written by Marsden Jacob. The formal consultation period
commenced on 2 June 2015 and concluded on 30 June 2015, although the IMO did accommodate
one late submission.

Nine submissions were received during the extended consultation period. Copies of submissions
will be publically available on the IMO’s website®,

Marsden Jacob has reviewed all submissions and a summary of the submissions and Marsden
Jacob’s responses are provided in Appendix A.

2.2 Overview of Market Participants that Provided Submissions

The organisations that provided submissions during the extended consultation period are listed
below. We have also provided a brief description of the role of each of the organisations in relation
to the WA gas market (i.e. pipeline operator, gas producer and/or user, or peak body for gas
producers/users):

= Alinta Energy (Alinta) —a major shipper (user) of gas that retails gas within the state and
owns and operates gas fired power stations in the Pilbara region and the South West
interconnected system (SWIS) at Pinjarra and Wagerup.

= APA Group (APA) — owner and operator of the Mondarra Gas Storage Facility, the
Goldfields Gas Pipeline (GGP), the Parmelia Pipeline, the Mid-West Pipeline and the
Pilbara Energy Pipeline (PEPL).

= The Australian Petroleum Production & Exploration Association (APPEA) — peak
national body representing Australia’s oil and gas exploration and production industry.
In Western Australia (WA), APPEA represents the interests of the owners and operators
of all current and known future gas production facilities registered on the WA GBB.

= CITIC Pacific Mining Management Pty Ltd (CPMM) — operates the Sino Iron project
which includes a magnetite mine and processing facilities at Cape Preston in the Pilbara.
The facility utilises pipeline gas for on-site generation.

= The Chamber of Minerals and Energy of Western Australia (CME) — peak resources
sector representative body. Members represent the vast majority of mining producers (by
output and employment) in the State.

= DBP Transmission (DBP) — owner and operator of the Dampier to Bunbury Natural Gas
Pipeline (DBNGP).

= The Energy Supply Association of Australia (ESAA) — peak industry body for the
stationary energy sector in Australia and represents the policy positions of thirty-seven
electricity and downstream natural gas businesses.

8 Refer to: http://www.imowa.com.au/home/gas/consultations/2015-review-of-the-gas-bulletin-board-zones
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= Santos Ltd (Santos) — the third largest producer of gas in Western Australia through its
joint venture positions in Varanus Island and Devil Creek (Reindeer).

= BHP Billiton (BHP) — a gas producer through its ownership of the Macedon gas facility
and is also a shipper of gas which is required to operate its various mining and processing
facilities in Western Australia.

2.3 Topics raised in submissions

Submissions provided comment on a range of issues including responses to consultation questions
and providing views on the six recommendations made by Marsden Jacob in the Draft Report
(Box 1).

The majority of submissions elected to respond directly to each of the Draft Report
recommendations. As such, we have addressed these comments in detail in the next chapter of
this report (Chapter 3).

General comments and responses to consultation questions are summarised in the remainder of
this Chapter. Marsden Jacob’s consideration of these comments has also been included.

A full summary of issues raised in submissions is also provided in Appendix 1.

Box 1: Draft Report Recommendations

During the consultation process the IMO sought feedback on six recommendations that were
made by Marsden Jacob in the Draft Report. The recommendations were the following:

= Recommendation 1: Remove the definition of GBB Zones from the GSI Rules.

= Recommendation 2: Publish nominations and forecasts for individual facilities (in
particular, gas production facilities).

= Recommendation 3: Capture large user facility data connected to non-GBB Pipelines.
= Recommendation 4: Division of the current Dampier Zone.

= Recommendation 5: IMO adopt guidelines for allocation of new pipelines to GBB
Zones (refer to Figure 1 on page 20 for guideline recommendations).

= Recommendation 6: IMO adopt guidelines for revision of GBB Zones (refer to
Figure 2 on page 21 for guideline recommendations).

2.3.1  Awareness, understanding and access of GBB Zone data

Submissions confirmed Marsden Jacob’s preliminary finding that market participants have a good
understanding of the GBB Zone data, but that the reliance and usefulness of Zone information to
individual gas market stakeholders is highly dependent on the unique role of or interest that
particular parties have in the gas market, and also the ready access to alternative sources of
information (such as metered flow data supplied by pipeline operators) which serve the same
purpose as the Zone information. Some participants indicated that they utilised individual facility
data when available (ex post data).

Submissions which commented on the usefulness (and value of the Zones) came predominately
from stakeholders already actively involved in the market or from market participant
representatives. A number of these stakeholders have ready access to alternative sources of
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equivalent information and data. As such, most respondents indicated that they did not use the
Zone data.

Marsden Jacob’s Draft Report suggested that Zone based data appears to be of most benefit to
smaller gas players (users or traders), potential new entrants (investors), as well as policy makers,
who do not have ready access to alternative sources of actual or forecast gas flow and capacity
data.

Informal discussions with stakeholders which fall into these categories, as well as submissions
from participants who supply data to the IMO suggest that modifications to GBB Zone
information are possible to improve the usefulness of the information.

Where these suggestions relate to a specific recommendation, Marsden Jacob has summarised the
suggestion in Chapter 3. Other suggested changes (which could be explored via alternative work
streams) are outlined in the following sections.

2.3.2 Definition of LCA Flags

DBP provided a substantive discussion on LCA Flags. This included identifying a number of
issues with the current definition and how the meaning of Flag colours could be interpreted by
market participants.

Discussions with DBP and the IMO as well as our own understanding of the LCA Flags has lead
Marsden Jacob to conclude that a review of the definition of the purpose of the Flags is warranted.

The GSI Rules define LCA Flag for a gas day as a green, amber or red flag indicating the actual
or expected capability of the pipeline to meet the relevant delivery nominations with the Zone for
that gas day based on the pipeline’s linepack and capacity, where:

(a) a green flag indicates normal operation;
(b) an amber flag indicates likely curtailment of interruptible gas flows; and
(c) a red flag indicates likely curtailment of firm gas flows.

The current definition is focused on the likely curtailment of gas flows. However, is it not evident
through the publication of LCA Flags what has caused the curtailment. The result is that LCA
Flags colours will change in response to a range of issues and factors, only some of which
represent an opportunity for market participants to act.

For example, in the case of an outage to a gas production facility, only those users who have
contracted to take firm supply from that particular facility may be interrupted. The DBP indicated
that under current GSI Rules, the DBP would be required to change the LCA Flag to red for all
three Zones (Dampier, Metro, and South West) along the DBNGP if there was a gas production
outage, despite the fact that many customers will not be interrupted if they take supplies from
other gas production facilities. This unnecessarily puts all gas users on alert that they may suffer
gas interruptions.

Conversely, in the case of a disruption to a segment of the DBNGP in the Dampier Zone, users
located downstream in both the Metro and South-West Zones are likely to be interrupted, so
changing the LCA Flags for all Zones is appropriate so that users can make alternative
arrangements (e.g. reduce operations, utilise alternative fuels etc.).

In Marsden Jacob’s view, the current arrangement of having an LCA Flag for a pipeline, which
combines production and/or pipeline reliability issues, may not provide sufficient information to
producers or users of gas to assist them to respond efficiently to the alert.
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Number of amendments are possible to improve the signalling ability of LCA Flags. DBP
submitted that:

“«

.. a more appropriate change to the GSI Rules in order to address such issues as
facilitating short term trading opportunities would be to require stakeholders to provide
more information on the causes of supply disruptions in the WA gas market on a timely

basis”.°

Alternatively, separate reliability flags for individual gas production facilities may be introduced.
Like LCA Flags updated by pipelines, these ‘Reliability Flags’ would be required to be updated
regularly, allowing market participants to respond appropriately as incidents arise.

The use of a dual flag system —an LCA Flag for pipelines and a ‘Reliability Flag® for production
facilities would clarify the appropriate actions which may be taken by other market participants
to ensure the safe, reliable and efficient operation of the gas network. For example, a red LCA
Flag for a pipeline could signal to users that a system wide issue is evident. Users may respond
by switching to alternative fuels (e.g. distillate) since gas may not be available via the pipeline.
In contrast, a red ‘Reliability Flag® for a gas producer would signal that gas flow from the
particular producer is being curtailed but that there are no reliability issues with pipeline
operations. Users could then appropriately respond by purchasing short term gas from another
producer (with a green reliability flag — signalling normal operation), curtail their own gas usage
or contract with another user with spare gas.

It is noted that a green reliability Flag for a producer which represents normal operations would
not necessarily imply that gas is available from the producer for short term supply. The producer
may be fully contracted. However, in Marsden Jacob’s view, the purpose of LCA and Reliability
Flags should be to indicate the health and reliability of gas supply infrastructure, not necessarily
the availability of contract gas.

While it is beyond the scope of this study, Marsden Jacob recommends that the IMO should
review the current definition and application of LCA Flags to pipelines. Marsden Jacob does not
consider the LCA Flag, in its current form, provides sufficient information to enable an efficient
response by producers and users to a failure of gas infrastructure.

2.3.3 Definition of large user facilities (>10 TJ/day)

Under current GSI Rules, individual facilities which produce or consume less than 10 TJ/day and
pipelines with capacity less than 10 TJ/day are currently exempt from the obligation to provide
gas capacity and flow data. This exemption was designed to reduce the administrative
requirements for smaller participants in the gas market to comply with GBB requirements.

In its submission, CPMM argued that the 10 TJ/day threshold is too high and should be lowered
to 5 TJ/day.1° The rationale that CPMM put forward*! for lowering the threshold was that it would
result “in improved volume accuracy, transparency and industry completeness and so that data
accuracy can be relied on more which may in turn enhance gas trading activities in the short term
gas supply market. This will be particularly relevant for the small gas participants who may not
be fully committed to contract for long term gas or long term gas transport arrangements.”

9 DBP, Submission to Review of GBB Zones, received 30 June 2015, p. 3.
10 CPMM, Submission to Review of GBB Zones, received 30 June 2015, p.3.
1 1bid, p.3.
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The lowering of the threshold was also raised informally by several other market participants in
discussions with Marsden Jacob prior to the release of the Draft Report.

While out of scope for this study, Marsden Jacob suggests that the IMO consider lowering the
threshold for large user facilities to 5 TJ/day to help increase the transparency of gas use in the
State and improve opportunities for trade, especially between producers and gas users.

2.3.4 Broader GBB Review

Discussions with stakeholders and feedback in submissions generally suggested wide-spread
support for the GBB and the IMO’s work towards developing the GBB (and GSOO). However,
a couple of submissions queried that a broader review (or cost benefit analysis) of the GBB is
required.

The CME suggested the IMO should undertake a broader review of the GBB and related services
in order to streamline or remove any unnecessary components. APPEA submitted: “Rather than
make incremental changes to the Zones, the IMO needs to take a holistic view of the data
presented on the GBB to ensure that it meets not only the GSI Objectives, but the needs of the WA
gas industry”?2 ESAA also queried a review of the GBB Zone in the context of a broader cost
benefit analysis.

Santos further argued that the GBB Zone information does not meet the GSI objectives and that
a review of the GBB be undertaken to establish which parts meet the GSI Objectives.

A number of constructive suggestions and areas of investigation were raised in discussions and
submissions — not all of which were in scope. We consider the market is at a stage where it is
comfortable with and has good knowledge of the GBB and GSOO developments. Given the
period of time over which these developments have been working (since 2013), now is the time
when effective and efficient design developments may be progressed in relation to these services.

While several participants requested a broader review of the GBB, Marsden Jacob have the view
that incremental design improvements to ensure that the GSI Objectives are better met are likely
to provide more immediate benefits and that such changes align more appropriately with the
current maturity of the market and use of the GBB.

12 APPEA, Submission to Review of GBB Zones, received 30 June 2015, p.1.
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3.Review of current GBB Zones and potential
options for reform

As outlined in the previous chapter, the Draft Report made six preliminary recommendations.
This section of the report addresses each draft recommendation in turn, summarises responses
received and outlines Marsden Jacob’s final recommendation, including the rationale for that
recommendation.

3.1 Draft Recommendation 1: Remove the definition of Zones
from the GSI Rules

3.1.1  Draft finding

The prescription of the Zones within Schedule 2 of the GSI Rules is unnecessary and adds to the
regulatory burden for the IMO and market participants. The inability for new transmission
pipelines to be efficiently included within Zones results in the IMO being unable to publish
intended Zone information following commission of the new pipelines in the absence of a Rule
change. The Rule change process, while a relatively small regulatory burden in comparison to
other regulatory costs, is still an unnecessary obligation. Further, the level of regulatory oversight
is not warranted based on the type of information provided by the pipelines.

Marsden Jacob recommends removal of the Zones prescription from the GSI Rules (by deleting
the reference in rule 82 to Schedule 2 — list of GBB Zones) to allow the IMO greater flexibility
in amending the Zones to suit market needs going forward.

3.1.2 Stakeholder feedback and further consideration

Five participants provided feedback on this recommendation with four of the five participants
supporting the recommendation.

Alinta stated in its submission:

“Alinta supports the Review's proposal that the Zones be included in the existing GSI
Procedure for Operation of the Gas Bulletin Board and the Emergency Management
Facility. Incorporating the schedule of Zones in this Procedure would provide the IMO
with an appropriate level of flexibility to accommodate new pipelines within the relevant
Zone to ensure consistency between reporting by Zone and reporting by Facility”.*®

APA also supported the proposal, but stipulated that there needs to be an appropriate governance
process in place and that any proposed changes should be “kept to a minimum and adequately

consider continuity of information” **

The DBP opposed the recommendation on the basis that it believes the existing arrangements
provide sufficient regulatory oversight and that the addition of new energy infrastructure (e.g.

13 Alinta Energy, Submission to Review of GBB Zones, received 29 June 2015, p. 2.
¥ APA, Submission to Review of GBB Zones, received 30 June 2015, p. 1.
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pipelines and gas production facilities) can be foreseen by the IMO and that Rule changes can be
put into effect to allocate pipelines to Zones®®:

“DBP believes that having zones defined in the GSI Rules affords the appropriate level
of regulatory oversight. While DBP notes there are some changes occurring to energy
infrastructure throughout the State that will require further rules changes to update the
GBB zones these changes are very infrequent.

Additionally, the IMO through the Gas Statement of Opportunities has a forward looking
monitoring role that would allow it to plan required rules changes well in advance. Also
the inclusion of the Fortescue River Gas Pipeline into the Pilbara Zone is evidence that
the required rule change is not an overly burdensome process for the IMO or
stakeholders.

DBP would not expect future rule changes would be required to be completed on an
urgent basis as the commissioning of new pipeline assets are well known by all
participants well before inclusion is required on the GBB.”

The DBP said that changes to energy infrastructure in the state are relatively infrequent. However,
recent and current projects that could potentially involve Rule changes to incorporate pipelines
into various Zones include the following:

= Fortescue River Gas Pipeline (2014);

= Wheatstone Ashburton West Pipeline (WAWP) which connects the Wheatstone
Domestic Gas Production facility to the DBNGP at CS2 (2016);

= Gorgon gas facility and pipeline connecting to the DBNGP (2015);

= Ashburton to Onslow Gas Pipeline (AOGP) which connects the proposed Onslow Power
station to the DBNGP (2015);

= Eastern Goldfields Gas Pipeline (2015) which connects to the GGP.

Conducting a Rule change process for the addition of each new pipeline is, in Marsden Jacob’s
view and as well as the majority of market participants’, unnecessary given the relatively low
importance of the information to active market participants (refer to section 2.3.1).

In the Draft Report, Marsden Jacob raised the option to include the description of the Zones
(which are currently included in Schedule 2) within the existing ‘GSI Procedure for Operation of
the Gas Bulletin Board and the Emergency Management Facility’.16

This suggestion was supported by Alinta, and is also likely to be acceptable to DBP given the
governance arrangement provided for in GSI Procedures.

3.1.3 Final recommendation one

Consistent with the draft recommendation, Marsden Jacob recommends removal of the Zones
prescription currently included in Schedule 2 from the GSI Rules (via an amendment to rule 82)
to allow the IMO greater flexibility in amending the Zones to suit market needs going forward.

15 DBP, Submission to Review of GBB Zones, received 30 June 2015, p.6.

16 This procedure includes detail on publishing information on the GBB which the IMO must follow. Section 4.1 of
this procedure currently refers to publishing network representation — Zone information — which could be
amended to include Zone definitions.

Refer to: Marsden Jacob Associates, Draft Report: IMO GBB Zones Review, June 2015, p.23
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Further to the Draft Recommendation, Marsden Jacob recommends that the prescription of the
Zones which is removed from the Rules be included in a GSI Procedure, on the basis that this
would provide continued and appropriate regulatory oversight (including consultation
requirements regarding changes).

3.2 Draft Recommendation 2: Publish nominations and forecasts
for individual facilities

3.2.1  Draft finding

The usefulness of current Zones is limited by the aggregate nature of the data. Marsden Jacob’s
Draft Report considered that the market may benefit from the publication of nominations and
forecasts for individual facilities. That the information would give market participant’s greater
visibility of gas production outages, and improve both the preparation and management of actual
or potential gas supply disruption events.

In particular, the publication of gas nominations and forecasts for receipt points for production
facilities would enable opportunities for trade with various productions facilities to be more
readily identified by large gas users. Particularly within the Dampier Zone which currently
accounts for 97% of gas production in the State, and will grow to almost 98% with the
commencement of the Gorgon and Wheatstone gas production facilities.*’

The Draft Report highlighted that, in the case of large user facilities, commercial sensitivity
concerns in relation to the release of actual delivery data have been raised and adequate
substantiation of these claims provided. In contrast, the IMO cannot cite any evidence from large
users, producers or storage facilities in relation to the commercial sensitivity of the release of
individual receipt or delivery nominations and forecasts as this issue was not expressly considered
in the design of the GBB.

We noted that publication of gas nominations and forecasts for large user facilities may benefit
the market, however, most participants indicated that this is relatively less important given the
significantly lower concentration of large user facilities relative to producers. It could be more
meaningful to publish aggregate nominations and forecasts for common owners and/operators of
large user facilities exceeding 100 TJ/day, such as Alcoa, Synergy or Alinta.

We recommended, and sought feedback on, whether publishing nominations and forecasts for
individual facilities would benefit the market, or alternatively cause issues for any market
participant.

3.2.2 Stakeholder feedback and further consideration

Five participants provided feedback on Recommendation 2. Three of the five participants agreed
with the recommendation (two pipeline operators and a large gas user).

APA supports the recommendation on that basis that:

“it is in the interests of providing transparent information to all parties in the industry
not just certain parties with particular contractual arrangements. The intent of the
Bulletin Board is to improve information transparency and this recommendation will help

7 IMO, Gas Statement of Opportunities — December 2014, p. 39.
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ensure that all parties are equally placed to deal with short term changes in supply and

demand dynamics” 18

The DBP also agreed with the recommendation stating:

“the GBB should include gas nominations and production facilities forecasts that would
allow for greater visibility of gas production outages”.*°

However, Alinta and ESAA were each opposed to the recommendation on the basis that it
provided commercially sensitive information on gas user facilities, which may disadvantage users
in negotiations with gas producers, and may also disadvantage gas fired generators operating in
the WEM. Alinta stated that:

“Publishing ex ante forecasts weakens the position of downstream users in procuring any
necessary make-up supplies on economic terms and therefore in Alinta’s view is
inconsistent (with) the GSI Objective (d), “the facilitation of competition in the use of
natural gas services in the State”. As well, mandating 7 day delivery forecasts for Large
User Facilities supplying electricity to the WEM would impose a disadvantage for no
benefit in either the gas or electricity markets. "2

The ESAA also argued that mandating publication of 7 day delivery forecasts for large use
facilities would disadvantage gas fired generators in the WEM:

“For the electricity generation sector, the publication of nominated and forecast gas flow
data for gas-fired generation facilities risks revealing commercially sensitive information
about production, an unintended consequence of which may be the introduction of
distortions to the electricity market. This issue would arise due to the information
asymmetry created between gas-fired generation facilities and those reliant on other
fuels, particularly diesel fuelled peaking plant. %

Furthermore, the ESAA explained:
“non- gas fired generation facilities would be able to adjust their short term trading
positions in response to knowing gas has been nominated to a particular gas fired
generation facility. This could occur well in advance (and in private) of electricity
market information being made available. "2

If large use facilities are commercially disadvantaged by the publication of gas nominations and
forecasts, then gas users could deliberately provide inaccurate nominations and forecasts to
protect their commercial positions in either the gas market or the WEM (for gas fired generators).
This would not be consistent with the GSI Objectives.

In the Draft Report, Marsden Jacob indicated that while the publication of gas nominations and
forecasts for large user facilities could be of benefit to the market, the larger benefit is likely to
arise from publication of gas nominations and forecasts for individual production facilities — due
to the identification of opportunities for trade in response to production outages.

18 APA Group, Submission to Review of GBB Zones, received 30 June 2015, p.1.
19 DBP, Submission to Review of GBB Zones, received 30 June 2015, p.1.

20 Alinta, Submission to Review of GBB Zones, received 30 June 2015, p.3.

2L ESAA, Submission to Review of GBB Zones, received 30 June 2015, p.2.

2 |bid, p.2.
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Treating producers and users equitably in the provision of gas information is an important
consideration. That is, if large users are not required to publish nominations and forecasts, then
individual gas facilities should not be required to publish this information either.

Alinta noted:

“As a matter of consistency of principles, Alinta can see no justification for ex-ante
publication by facility of production or consumption forecasts.”?

3.2.3 Final recommendation two

Marsden Jacob has considered, in light of discussions with DBP and the IMO (see section 2.3.2)
the role of LCA Flags, and the importance of publishing nomination and forecast data for
production facilities.

The ability for forecasts and nominations to signal opportunities in response to unplanned outages
is limited by the fact that currently nominations are only provided by shippers to pipeline
operators on a daily, ex-ante basis, who then provide the information to the IMO. By not obtaining
data directly from producers, the market will not be aware of unplanned gas production outages
during the gas day. This inhibits an effective response by users and other gas producers to the
failure of gas production facilities.

To maximise the effectiveness of the LCA Flag, it needs to be timely, accurate and facilitate an
appropriate response. We consider that more work can be done in relation to the GBB design
features which are beyond the scope of this review. This includes considering the role of LCA
Flags, signals to the market regarding potential supply imbalances (either producer or consumer
driven), and information about gas infrastructure failures that could potentially cause disruption
to customers, termed ‘near misses’.

Within the context of this review, Marsden Jacob still recommends that nominations and forecasts
for individual gas production facilities should be published on the GBB. This recommendation
reflects the critical importance of individual gas production facilities to facilitate trade and the
impact of a single gas plant outage on the delivery of gas to end users across Western Australia.
Production facilities have a more significant individual impact on the market than individual users
and hence, the monitoring of activity is arguably more important. It also considers no commercial
sensitivity objectives have been substantiated in regards to the release of this information.

The publication of individual large user facilities data could also be useful to improving the
efficiency of the market, for example, in facilitating the secondary sale of gas between users. On
the other hand, the number of gas user facilities are less concentrated and changes in gas usage at
the facility level does not have much impact on overall market outcomes. In addition, many large
user facilities have common ownership (e.g. Synergy, Alinta, and BHP), where changes in
portfolio gas usage can have significant impacts on market outcomes.

If gas producers are required to publish gas nominations and forecasts, rather than requiring each
individual large user facility to also publish nominations and forecasts, nominations and forecasts
by gas users could be published on the GBB on a portfolio basis (e.g. common ownership). For
example, all portfolio gas users with a maximum capacity exceeding 50 TJ/day could have
nominations and forecasts published on the GBB. Nominations and forecasts for individual
facilities (> 10 TJ/day), or a portfolio of facilities less than (say) 50 TJ/day, would not have gas
use data published on the GBB.

2 Alinta, Submission to Review of GBB Zones, received 30 June 2015, p. 3.
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By only ensuring that large gas use portfolios are published, this would ensure that owners of
individual large user facilities are not disadvantaged in negotiations with gas suppliers for short
term gas, and will ensure that individual gas fired power generators are not disadvantaged in the
WEM relative to non-gas fired power generators.

Marsden Jacob recommends the publication of large user facilities data on a portfolio basis but
acknowledges that there will be a range of issues that would need to be addressed, such .as the
minimum portfolio size (e.g. 50 TJ/day) that determines when gas nominations and forecasts are
published.

Our Final Recommendation is for the IMO to consider a Rule change to:

= allow nominations and forecasts for individual production facilities to be published
(rather than this information being published on a Zones basis);

= allow nomination and forecasts for larger users to be published in an aggregated or
portfolio (but non Zone) basis.

The Rule change process to implement these recommendations necessitates a consultation
process. During that consultation process the level of aggregation at which larger user data might
suitably be published should be defined.

3.3 Draft Recommendation 3: Capture Large Use Facility data for
non-GBB Pipelines

3.3.1 Draftfinding

The Draft Report suggested that the gas use data for the proposed Onslow Power Station may be
lost if the Ashburton to Onslow Gas Pipeline (AOGP) was not directly connected to a GBB
Pipeline, but was connected to a gas lateral (i.e. the Wheatstone Ashburton West Pipeline or
WAWP) that was connected to a GBB Pipeline. In effect, the flow data for the power station
would be netted off at the receipt point of the WAWP into the DBNGP (at Compressor Station 2
or CS2).

Subsequently, the DBP has indicated that both the AOGP and WAWP will be connected directly
to the DBNGP (a GBB Pipeline) and that there is no interconnection between the AOGP and the
WAWP.% As the AOGP will be directly connected to the DBNGP, Onslow Power Station
information will be required to be published on the GBB if the maximum capacity for the facility
exceeds 10 TJ/day.

While in the above case, the gas use information for the Onslow Power Station would be published
on the GBB (in aggregate, or at the facility level if maximum gas use exceeds 10 TJ/day), Marsden
Jacob raised the possibility that future gas developments could give rise to a situation where gas
flow data to a large gas user is not published on the GBB. This loss of transparency for a
significant gas user, in our view, is not consistent with the objectives of the GBB.

These issue could be overcome by requiring that a gas lateral register as a GBB Pipeline. In order
to reduce the regulatory burden upon owners of gas laterals to register as GBB Pipelines, Marsden
Jacob recommended that the definition of large user facilities could be extended to capture gas
supply from non-GBB pipelines.

24 Email from DBP to the Marsden Jacob and the IMO dated 7 July 2015.
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3.3.2 Stakeholder feedback and further consideration

Four participants provided feedback on Recommendation 3. All four participants supported the
recommendation that capturing large use facility data for non-GBB pipelines is consistent with
the intent of the GBB.

The ESAA saw merit in this recommendation as it would ensure that only major pipelines are
classified as GBB pipelines and reduce reporting requirements for operators of smaller pipelines.
The ESAA stated that there should be consideration of whether this would result in the disclosure
of commercially sensitive data for specific facilities.

3.3.3 Final recommendation three

We recommend that the definition of large user facilities should be extended to capture gas supply
from non-GBB pipelines. However, given that this situation has yet to emerge, this is a lower
priority recommendation compared to others made in this report.

3.4 Draft Recommendation 4: Division of the current Dampier
Zone

3.4.1 Draft finding

Gas production, pipeline interconnections and large user facilities are highly concentrated within
the current Dampier Zone. The Draft Report suggested that the locations and nature of production
and user facilities along the DBNGP pipeline mean that some supply disruption events, which
would be indicated to the market via LCA Flags, could be extremely localised and that the short
term trading opportunities would therefore require a more localised signal.

Marsden Jacob suggested that the usefulness of the LCA Flag for the Dampier Zone and the
aggregate level of the receipt and delivery forecast and nomination data would be more useful to
the market if the Zone where further segmented. Some of the benefits from the signal from an
LCA Flag colour change were highlighted as being of assistance in managing risks, facilitating
trade or providing information which enables market participants, policy makers and regulators
to understand supply risks in this critical gas region of the State.

Two proposed options to reform the Zone breakdown for this region were considered in the Draft
Report:

= Option 1: Dampier Zone split at Compressor Station 1 (CS1) on the DBNGP; and
= Option 2: Dampier Zone split at CS1, and CS2 on the DBNGP.

Marsden Jacob’s Draft Report recognised the interactions between our second recommendation
— to publish nominations and forecasts for delivery and receipt point — with any recommendation
to segment the Dampier Zone. On this basis, we recommended Option 2.

3.4.2 Stakeholder feedback and further consideration

Six participants provided feedback on Recommendation 4. Four participants (3 gas users and 1
pipeline operator) supported the recommendation.

CPMM supported the further segmentation of the Dampier Zone and nominated Option 2 as its
preferred proposal. CPMM'’s rationale for supporting the further division of the Dampier Zone
was:
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“From a supply and demand perspective, the reformed GBB Zones data are likely to play
a role in identification of short term trading opportunities and helping to ensure the
efficient management of any temporary supply and demand imbalance in the market.
CPMM considers this another small step forward in maturing the short term gas trading
market so that a more reasonable segment of zones and more transparency of data is

available to all gas market and reliant industries.” %

CPMM further argued that getting transparency on future Gorgon and Wheatstone gas production
will not only improve transparency, but also:

“have a positive influence on competition and developing commercial gas transactions
over the long term. 26

Both the APA and ESAA were supportive of the further segmentation of the Dampier Zone
provided that it does not reveal commercially sensitive information. However, BHP Billiton
opposed the recommendation, on the basis that it would reveal individual production facility
information for the Macedon gas facility, prior to the commencement of gas production from the
Wheatstone and Gorgon gas facilities.

In Recommendation 2, Marsden Jacob have proposed that the nominations and forecasts for
individual gas production facilities should be published on the GBB. If adopted, the major benefit
of further segmentation of the Dampier Zone would be to display LCA Flags for individual
segments of the DBNGP to highlight localised gas supply problems. However, the DBP is
concerned that the creation of more Zones (and hence, more LCA Flags) would not assist in
understanding the likelihood of gas supply disruptions within Zones along the DBNGP. As a
result, the DBP did not support this recommendation.

DBP’s rationale for this was outlined in section 2.3.2. Put simply, the LCA don’t indicate the
nature of the interruption is (i.e. production facility or pipeline outage), which may not provide
sufficient information to producers or users of gas to assist them to respond efficiently. If more
visibility on individual gas production capacity and flows is not available, DBP suggested that
the design of LCA flags criteria in the GSI Rules should be reviewed prior to further segmentation
of the GBB Zones.

DBP also argued that there should be a single LCA Flag for the DBNGP, given the concentration
of gas users in the South West Zone at the lower end of the pipeline:

“70% of all deliveries are made to the South West requiring the vast majority of the gas

to be transported the entire length of the pipeline. It is for this reason, if there is a pipeline
operational issue in the north and there are is a possibility for curtailment of pipeline
services DBP is almost always going to be required to update all LCA flags along the
length of the DBNGP.” ?'

Clearly, if individual gas production facility data is available (i.e. capacity, flow, outages), then
there would be less requirement for the DBP to publish separate LCA information by Zone.
However, the Zones will still be required to provide users with summary information on the
demand and supply of gas within a region, which may be important in facilitating trade in gas.

%5 CPMM, Submission to Review of GBB Zones, pp. 2-3.
% |bid, p.3.
27 DBP, Submission to Review of GBB Zones, received 30 June 2015, p.3.
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3.4.3 Final recommendation

In the Draft Report, Marsden Jacob recommended further segmentation of the Dampier Zone to
enable greater transparency of information to market participants which is useful in the
management of gas supply disruption events within the region and to facilitate trade.

DBP highlighted that the current definition of the LCA flags, which combines gas production and
pipeline reliability, and the availability of contracted and physical gas supplies, does not provide
sufficient information to producers or users of gas to assist them to respond efficiently to the alert.
DBP suggested that there should be separate reliability flags for pipelines and individual gas
production facilities that should be updated regularly, to allow market participants to respond
appropriately.

Marsden Jacob concurs with this view and recommended in section 2.3.2 that the IMO should
undertake a review of the current definition and application of the current LCA Flags.

Marsden Jacob believe that the GSI objectives are best served by adopting Recommendation 2
(i.e. publish individual production and portfolio user facility nominations and forecasts) and
creating separate reliability indicators for gas production facilities and pipelines. If both of these
changes were implemented, then there would be no requirement to segment the LCA by Zones
along the DBNGP since market participants could obtain sufficient information from the separate
production facility and pipeline reliability indicators. This further implies that a single LCA Flag
is required by a GBB Pipeline.

Marsden Jacob does not recommend that the Dampier Zone be further segmented.

3.5 Draft Recommendations 5 and 6: IMO adopt Guidelines for
GBB Zones

3.5.1 Draft findings

Following Marsden Jacob’s first draft recommendation - to remove the prescription of the GBB
Zones from Schedule 2 of the Rules — guidelines were developed for:

o the allocation of new pipelines to GBB Zones (Draft Recommendation 5); and

o the revision of GBB Zones (Draft Recommendation 6).

The draft guidelines are shown in Figure 1 and Figure 2 respectively.

Marsden Jacob’s Draft Report recommended the IMO adopted each of these Guidelines to
facilitate administration of Zone updates as market developments arose and provide transparency
to market participants as to the likely allocation of new pipelines and facilities into Zones.

Figure 1: Guidelines for allocation of new pipelines to GBB Zones

If a gas pipeline has the following characteristics:

= is located within a single economic region of Western Australia where gas production and/or
consumption occurs e.g. Pilbara, Perth, South West;

= is adjacent to an existing GBB Zone;
= is connected directly to an existing GBB pipeline;

= has only gas production receipt points or only user delivery points connected to the pipeline
(not a mix of both) — implying that gas flows are typically one-way;
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Then, allocate the pipeline to an existing GBB Zone. If not, consider creating a GBB Zone for
the new pipeline or allocating the pipeline across multiple Zones (as is the case for the DBNGP
and GGP).

Figure 2: Guidelines for the revision of GBB Zones

If the addition of new facilities to a GBB Zone implies the following:

= receipt points (e.g. production, pipelines, storage) and/or delivery (pipelines, storage and or
User) are highly concentrated with a GBB Zone;

= the clustering of various facilities in a region enable a gas disruption event to be remedied
within a sub-region of an existing GBB Zone (no impacts on other gas
production/consumption regions);

Then, consider disaggregating the GBB Zone into multiple Zones to ensure that participants
receive accurate information on the supply status of that gas production/consumption region.

3.5.2 Stakeholder feedback and further consideration
Five participants provided feedback on Recommendations 5 and 6.

ESAA and Alinta both commented on the reduction in the administrative burden through the
collective support of Recommendations 1, 5 and 6. APA also submitted that Recommendation 5
and 6 appeared reasonable.

In relation to Recommendation 5, DBP submitted:

“there would be benefit in having greater guidance as to how new pipelines would be
included in Zones.”?

However, DBP also submitted it would be valuable to have some degree of flexibility in the way
that pipelines are allocated to Zones given the future focus of the criteria, and also that a separate
consultation process for the development of guidelines would be appropriate.

In relation to Recommendation 6, DBP provided only conditional support for guidelines in
relation to Zones revisions:

“DBP does not consider that the MJA guidelines are adequate enough to address the
future revision of GBB Zones, are highly subjective and are likely to lead to the continual
segmentation of Zones.”?°

However, DBP also advised that should the IMO progress with a Rule change to remove the GBB
Zones from the Rules, a consultative process on the development of appropriate guidelines would
be required to ensure all issues are addressed. Further, DBP noted:

“it would be valuable to have some degree of flexibility in the way pipelines are allocated
to zones as it is hard to predict the circumstances of future pipeline developments. This
would be best achieved by developing guidelines contained in separate documentation to
procedures or rules. The development of guidelines for inclusion of new pipelines should
be subject to a separate consultation process. "

28 DBP, Submission to Review of GBB Zones, received 30 June 2015, p.7.
29 |bid, p.8.
20 bid, p.7.
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In relation to governance and consultation requirements for the guidelines, Alinta noted:

“Alinta notes recommendations 5 and 6 refer to guidelines to be adopted by the IMO in
respect of allocating new pipelines to GBB Zones and review of GBB Zones respectively.
Alinta recommends that these guidelines be incorporated as Procedures under the GSI
Rules.”3!

Santos submitted that there would be no benefit in proceeding with either of the Guidelines on
the basis that the Zones (more broadly) were not useful to the market.

3.5.3 Final recommendation four

The development and adoption of these guidelines is focused on reducing the regulatory process
for GBB Zones administration going forward — a finding which is supported in submissions.

The guidelines also serve to complement the revised governance arrangements for Zones (as per
Final Recommendation One).

As several submissions have observed, Recommendations 1, 5 and 6 from the Draft Report are
related. Marsden Jacob recommends the IMO consider these recommendations simultaneously to
ensure appropriate regulatory oversight and sufficient guidance to accommodate future market
developments.

We recommend that the IMO develop guidelines in consultation with stakeholders as part of the
process to remove the prescription of GBB Zones from the Rules and include these in a GSI
Procedure.

We acknowledge that the Guidelines for Revision of the GBB Zones (Draft Recommendation 6)
were viewed as inadequate by the DBP and that there is scope for improvements in the
development of the Guidelines as part of any future IMO consultation process.

81 Alinta, Submission to Review of GBB Zones, received 30 June 2015, p.2.
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Appendix A: Summary of submissions and Marsden Jacob response

The following table summarises the response by participants to the recommendations made by Marsden Jacob in the Draft Report — Review of GBB Zones, as
well as other issues raised by participants.

Where appropriate, Marsden Jacob have provided a response to the issues raised by participants in the last column. Please note, this table is a summary only
which includes some text copied directly from submissions. Please refer to the relevant submission to clarify any comments, including the context in which they
were provided.

Participant Participant Comment Marsden Jacob Response

Recommendation 1: Remove the definition of Zones from the GSI Rules

Alinta Alinta supports Recommendation 1 on the basis that it would provide the IMO with an Response noted.
appropriate level of flexibility to accommodate new pipelines within the relevant Zone to
ensure consistency between reporting by Zone and reporting by Facility.

APA Supports this recommendation, subject to an appropriate governance process being in Response noted.
place. Changes need to be kept to a minimum and adequately consider continuity of
information.
CPMM Supports this recommendation. Response noted.
ESAA Broadly supportive on the basis that it contributes to minimising the regulatory burden Response noted.

and provides greater flexibility to amend GBB Zones as required.

DBP DBP does not support this recommendation. The DBP believes that having zones defined | Current projects that could potentially involve Rule changes to
in the GSI Rules affords the appropriate level of regulatory oversight and that changes incorporate pipelines into various Zones include the following:
required to accommodate new infrastructure are rare and can be accommodated under e Wheatstone Ashburton West Pipeline (WAWP) which connects the
current processes as evidenced by the Rule change required to allocate the Fortescue Wheatstone Domestic Gas Production facility to the DBNGP at C52

River Gas Pipeline into the Pilbara Zone. (2016);
e  Gorgon gas facility and pipeline connecting to the DBNGP (2015);

e Ashburton to Onslow Gas Pipeline (AOGP) which connects the
proposed Onslow Power station to the DBNGP (2015);

e  Eastern Goldfields Gas Pipeline (2015) which connects to the GGP.
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It should be noted that if Recommendation One (Remove the definition of
GBB Zones from the GSI Rules) is implemented, the consultation process
that will remain in place will be the same as the fast track rule change
process (the approach adopted to amend the Zones for the FRGP)

Santos

Santos believes that the zones serve no value to the market and could be removed
altogether thus reducing the cost to industry.

The zones do not result in any greater transparency to the market or increase
competition.

It is our understanding that the regulatory burden of publishing Zone
based data is low. A relatively higher regulatory burden is placed on
pipeline operators for the provision of pipeline and facility level data.

Most of the cost of GBB data provision is in the development of standard

reports by pipeline operators; which is an upfront cost. The ongoing costs
of providing the reports to the IMO would be relatively low.

Recommendation 2:

Publish nominations and forecasts for individual facilities (in particular gas production fac

ilities)

Alinta Energy

Alinta does not support Recommendation 2 for two reasons:

It would compromise participants’ abilities to manage their gas trading positions on a fair
and equitable basis in a highly concentrated supplier market. Not consistent with GSI
Objective (d) — facilitating competition in use of natural gas.

Publication of 7 day gas forecasts for gas fuelled electricity generators would highlight
intended trading positions in the Wholesale Electricity Market (WEM), therefore
providing a competitive advantage to non-gas generators. Not consistent with the
principle of competitive neutrality.

If large use facilities are commercially disadvantaged by the publication of
gas nominations and forecasts, then gas users could deliberately provide
inaccurate nominations and forecasts to protect their commercial
positions in either the gas market or the WEM (for gas fired generators).
This would not be consistent with the GSI Objectives.

If this is a significant issue, aggregation of nominations and forecasts by
gas users (portfolio basis) may be more appropriate than publishing data
at the facility level.

However, further evidence of disadvantage to both gas and electricity
market participants should be provided to substantiate claims that large
user facility level nominations and forecasts shouldn’t be provided.

APA Supports the recommendation on the basis that it provides transparency to all parties in Response noted.
the industry and not just those with particular contractual arrangements. Will assist all
parties to deal with short term changes in supply and demand.
CPMM Supports this recommendation. Response noted.
ESAA Not supportive since this risks revealing commercially sensitive information and the See above comments in response to Alinta Energy’s submission.

inequitable treatment of certain supply and end-user facilities. More particularly:

e If agas producer is unavailable and a gas user is required to seek alternatives,
increases bargaining position of alternative suppliers relative to the buyer;

e  Revealing forecast gas use by large use facilities may disadvantage gas-fired
generation facilities operating in the WEM relative to other generators, particularly
diesel fuelled.
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e  Non-gas-fired generation facilities would be able to adjust their short term trading
positions in response to knowing nominated gas use by a generation facility.

Santos Not supportive of this recommendation. Marsden Jacob notes Santos response. While the benefits from release of
The additional burden of providing forecast data and nominations is inappropriate and this data is as yet untested, other submissions and discussions with
will not serve any benefit to industry. If producers have ullage in their facility for any stakeholders have indicated that producer facility data is of critical
reason, they engage with the market should they need to fill this capacity. There may also | importance in understanding and responding to potential gas supply
be valid reasons for not engaging such as maintenance, contractual obligations that mean | shortfalls.
that the capacity may not be used or reserves considerations. To be clear, there are no We note that supply of nomination and forecasts data by production
impediments to engaging with market participants as discussed in the points above. facilities is already a function of the existing Rules.
Further, the additional administrative burden of suppling forecast data and nominations Marsden Jacob acknowledges however, that where individuals facilities
will increase the cost to industry. have been granted an exemption from providing information also
provided by a pipeline (an allowance provided so that the IMO does not
receive two sets of the same data), this direct provision of the data by
production facilities may represent a minor change in processes for some
participants. However, we consider the provision of the data is unlikely to
be a significant additional burden to industry.
DBP DBP agrees with the recommendation, and in particular, believes that that gas Response noted.

nominations and production facilities forecasts will provide greater visibility of gas
production outages.

Recommendation 3:

Capture Large Use Facility data from non-GBB Pipelines

APA Supports this recommendation on the basis that it will help improve transparency; Response noted.
however benefits of extra information needs to be weighed against the costs to provide.
CPMM Supports this recommendation. Response noted.
ESAA ESAA sees merit in this recommendation as it would ensure that only major pipelines are Response noted.
classified as GBB pipelines and reduce reporting requirements for operators of smaller
pipelines. Would need to address whether this would result in the disclosure of
commercially sensitive data for specific facilities.
DBP In the particular case of the Wheatstone Ashburton West Pipeline (WAWP) and the In the Draft Report, Marsden Jacob stated that the AOGP would not be

Ashburton to Onslow Gas Pipeline (AOGP), the DBP believes that these pipelines should
not be registered as GBB Pipelines unless they meet the current criteria in the GSI Rules
for GBB pipelines.

connected directly to the DBNGP. DBP have indicated that the AOGP will
be directly connected to the DBNGP, which implies that the Onslow Power
Station will be captured in the aggregate data for the Dampier Zone (not
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However, the DBP did state that it may be appropriate for the Onslow Power Station to
report its own gas usage if it is required.

The DBP also indicated that the AOGP is not directly linked to the WAWP and that the

AOGP will be directly connected to the DBNGP, implying that if the Onslow Power Station
exceeded 10 TJ/day, it would be required to provide facility data to the GBB.

at the facility level since the maximum capacity of the Power Station is
likely to be less than 10 TJ/day).

Recommendation 4:

Division of the current Dampier Zone

Alinta Energy

Supportive of recommendation.

Response noted.

APA Supports the recommendation as it will help improve transparency, subject to any Response noted.
confidentiality requirements being addressed.

CPMM Supports this recommendation and the adoption of Option 2. Response noted.
Getting improved transparency into the future of the Gorgon and Wheatstone production
volumes separate to other gas producer’s data will enable gas market participants to have
a greater understanding of key gas production facility capacity’s which will aid in
information transparency and have a positive influence on competition and developing
commercial gas transactions over the long term.

ESAA Further segmentation of the Dampier Zone is reasonable provided that it does not reveal Response noted.
commercially sensitive information.
Need to ensure large end-user facilities are aggregated to a sufficient level such that
individual facility level data cannot be easily determined.
Option 1 is supported provided confidentiality issues are addressed.

DBP DBP does not agree with segmenting the Dampier Zone. The arguments raised by the Response noted.
DBP are outlined below under Linepack Capacity Adequacy flags.

Santos The Zones do not result in any greater transparency to the market or increase Marsden Jacob notes Santos’ response. We agree that the definition of

competition.

If producers have ullage in their facility for any reason, they engage with the market
should they need to fill this capacity. There may also be valid reasons for not engaging
such as maintenance, contractual obligations that mean that the capacity may not be
used or reserves considerations. To be clear, there are no impediments to engaging with
market participants as discussed in the points above.

concepts related to Zones and provision of individual facility data is likely
to provide more market benefits than is being derived from the current
use of Zone data.

Marsden Jacob also acknowledges that the reasons for supply curtailment
may be related to normal operations. For signals to be useful to markets
the definitions used in the Rules should distinguish between normal
operations and short term issues which cause gas supply shortage. We
have recommended the IMO investigate a number of issues in this regard.
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While Marsden Jacob has not been privy to market participant
interactions with regards to trade, some discussions suggested that
smaller participants, in particular, find it difficult to know who to engage
with on short term trade opportunities based on the current information
provided on the GBB.

BHP Billiton

BHP does not support the introduction of additional Zones on the basis that until the
Gorgon and Wheatstone domestic gas projects commence, this will result in production
information from the Macedon project being individually reported, while other major
suppliers will continue to have their data provided on an aggregated basis.

Marsden Jacob notes BHP’s submission.

Given the importance of gas production facilities in terms of supply
reliability and the ability to facilitate trade, Marsden Jacob have
recommended that the nominations and forecasts of gas production
facilities should be published on the GBB (Final Recommendation Two).

Recommendation 5

: Adopt Guidelines for allocation of new pipelines to GBB Zones

Alinta Supportive of recommendation. Response noted.
APA Supports the recommendation. Response noted.
CPMM Supports this recommendation. Response noted.
ESAA Broad supportive as it will provide a set of transparent guidelines that can be applied to Response noted.
test when/where it may be appropriate to redefine GBB Zones in the future.
DBP While DBP does not agree with the GBB Zones definition being removed from the GSI Response noted.
Rules, they suggest that there is scope for the use of proposed guidelines for the
allocation of new pipelines to GBB Zones.
Santos Does not support this recommendation. Response noted.

Recommendation 6:

IMO adopt Guidelines for revision of GBB Zones

Alinta Supportive of recommendation. Response noted.
APA Supports the recommendation Response noted.
CPMM Supports this recommendation. Response noted.
ESAA Broadly supportive as it will provide a set of transparent guidelines that can be applied to | Response noted.
test when/where it may be appropriate to redefine GBB Zones in the future.
DBP Proposed guidelines for the revision of GBB Zones are not adequate and require further Further revision of the Guidelines could be undertaken as part of any

consultation if they are to be meaningfully used by the IMO.

future Rule Change process undertaken by the IMO to implement the
Guidelines.
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Santos

Does not support this recommendation.

Response noted.

Awareness, understanding and access of GBB Zone data

DBP

As a provider of a lot of the information to the GBB, DBP has a good understanding of the
GBB Zones. However, as an organisation, DBP rarely has the need to access the GBB.

The DBP view that the Zone data is not valuable was consistent across
most participants. In Marsden Jacob’s view, smaller gas players (users or
traders), potential new entrants (investors), as well as policy makers who
do not have ready access to alternative sources of forecast gas flow and
capacity data derive the most value from data provided by the GBB.

Current use of GBB

Zone information and data

APPEA Feedback from APPEA’s members suggest that the GBB Zones information is little used, if | See above.
atall.

CME While the Gas Bulletin Board zone information and other geographic supply and demand See Marsden Jacob response to DBP submission (above).
information may be of potential interest to prospective market entrants, energy policy
makers and interested others, CME’s members have indicated limited, if any, use of the
zone information in their operations.

DBP DBP does not rely on the GBB data to make decisions on its gas market activities. This is It is our understanding that the regulatory burden of publishing Zone
not due to the inadequacy in zone break down. Rather, it is because DBP provides the based data is low. A relatively higher regulatory burden is placed on the
IMO with all information about the DBNGP that is placed on the GBB. DBP for the provision of pipeline and facility level data.
DBP suggests that the IMO should review the use of zones information by market Most of the cost of GBB data provision is in the development of standard
participants and determine their usefulness. DBP suspects that Zones are not used and reports by pipeline operators; which is an upfront cost. The ongoing costs
could be removed from the GBB, therefore reducing regulatory costs on all participants. of providing the reports to the IMO would be relatively low.

CPMM In arguing in support of Recommendation 4 of the Draft Report, CPMM indicated that Response noted.
GBB Zone information is useful for policy makers and investment institutions.
In addition, the reformed GBB Zones data are likely to play a role in identification of short
term trading opportunities and helping to ensure the efficient management of any
temporary supply and demand imbalance in the market.

Santos Santos has talked to a large number of industry participants who have indicated that they | Refer to Marsden Jacob response to DBP comments (above).

do not use the zone information. Relevant information is available from other parts of
the GBB.

Linepack Capacity Adequacy flags
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DBP

DBP is concerned that the Draft Report has over stated the role Linepack Adequacy
Indicators (LCA) flags can have in facilitating short term trade and that an alternative
approach of requiring stakeholders to provide more information on the causes of supply
disruptions in the WA gas market on a timely basis may be more appropriate.

Further, if the IMO believes that changes to the LCA flag arrangements are warranted,
then the following changes need to be considered:

The criteria for each LCA flag colour needs changing to better reflect the likelihood of gas
supply interruptions for users. The current definition confuses various concepts, which
can imply that even when the flag is green, various shippers may suffer a supply
interruption (related to gas production interruptions, not a pipeline interruption).
Conversely, a red flag may not result in any supply interruption.

There is a strong case for requiring only a single LCA flag for all zones on the DBNGP since
70% of all deliveries are made to the South West requiring the vast majority of the gas to
be transported the entire length of the pipeline. If there is a pipeline operational issue in
the north, then this will impact services in the south, requiring all LCA flags along the
DBNGP to change.

Rather than further segmentation of GBB Zones (or even continued maintenance of the
current classification of the DBNGP across three zones), the DBP suggest that the above
problems could be overcome if forecast flows from production facilities be provided on a
facility basis or at least ‘LCA flag’ equivalent basis for each facility so as to indicate to
market participants whether daily commodity nominations are likely to be met or not.

In Marsden Jacob’s view, the current arrangement of having an LCA Flag
for a pipeline, which combines production and/or pipeline reliability
issues, may not provide sufficient information to producers or users of gas
to assist them to respond efficiently to the alert.

Definition of a large user facility

CPMM

CPMM considers that the 10 TJ/day threshold for a large user facility is too high and
should be lowered to 5 TJ/day. The provision of this additional data will improve volume
accuracy, transparency and ensure industry completeness.

This will be particularly relevant for the small gas participants who may not be fully
committed to contract for long term gas or long term gas transport arrangements.

While out of scope for this study, Marsden Jacob suggests that the IMO
consider lowering the threshold for large user facilities to 5 TJ/day to help
increase the transparency of gas use in the state and improve
opportunities for trade, especially between producers and gas users.

Review of GBB Consultation Process

Alinta

Given the GBB was implemented in August 2013 and this Review, albeit in draft, was
released in May 2015, Alinta believes it would have been more beneficial to the market
for the IMO to have undertaken the review after the elapse of a longer post
implementation period.

It is Marsden Jacob’s understanding that the Review of the GBB Zones was
required in order to ensure that new infrastructure was adequately
incorporated into GBB Zones (e.g. Eastern Goldfields Gas Pipeline).
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APPEA Rather than make incremental changes to the Zones, the IMO needs to take a holistic As above.
vieyv of the data presented on the GBB t(_) ensure that it meets not only the GSI It is Marsden Jacob’s understanding that the IMO would run a further
Objectives, but the needs of the WA gas industry. consultation process to obtain approval and implement any of the
APPEA concerned that the IMO is not engaging early with gas market participants to recommendations outlined in the draft report. This includes further
understand the priority areas, appropriate timing and the best method (internal or discussion at GAB on the next steps.
external) for further review of the IMO’s gas information services. The Gas Advisory Board
(GAB) is the ideal forum for such early and regular engagement with market participants.

CME IMO should undertake a broader review of the GBB and related services to ensure the Response noted.
streamlining or removal of any components that are ineffective or unnecessary.

Santos Santos concerned that the GBB Zone information does not meet the GSI Objectives. That | Marsden Jacob appreciates that many gas market participants already
the information can be used to assist the activities of the Emergency Management Facility | have access to extensive gas supply information. However, this is not
as well as educating newcomers or interested parties. However, Santos does not know of | available to the broader community, smaller market participants or
any participant that utilises the Zone information. potential new entrants.

Santos believes there should be a broader review of the GBB to establish which parts of
the service are meeting the GSI Objectives. This review could indicate which parts of the
GBB should be streamlined.
GBB Cost Recovery
ME The CME has indicated that its members have little use for Zone based information and It is difficult to attribute GBB costs to various users on the basis of the

that it is inequitable for members to bear the costs of providing this information.
The costs of recovering GBB costs should be on the basis of the ‘user pays’ principle.

‘user pays’ principle. Industry funding has been an accepted method for
the recovery of information services and market operations in many
jurisdictions.




