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Shortened forms and definitions

AEMO Australian Energy Market Operator

AER Australian Energy Regulator

Capacity Information provided under rule 414(1) or infornoatithat

information AEMO uses as a substitute for that informationaocadance
with the STTM Procedures

Gas day (a) for the Brisbane hub, a period of 24 conseettiours starting
at 8:00am on each day; and
(b) for any other hub, a period of 24 consecutiverk starting at
6:30am on each day.

Gas Law National Gas Law

Gas Rules National Gas Rules

Good gas industry
practice

The practices, methods and acts that would reaohab
expected from experienced and competent persorgeddn the
business of providing natural gas services in Alistracting
with all due skill, diligence, prudence and forégignd in
compliance with all applicable legislation, autlsations and
industry codes of practice.

MOS The market operator service by which capacity (@) 6
provided to balance pipeline deviations by incregsir
decreasing the quantity of natural gas supplieat twithdrawn
from a hub using an STTM pipeline.

STTM Short term trading market

STTM facility The total quantity of natural gas that is takebecsupplied to or

allocation withdrawn from the relevant hub on a gas day utiiag
registered facility service, as validly given to D under rule
419 or information that AEMO uses as a substitatetat
information in accordance with the STTM Procedures.

STTM facility = foran STTM pipeline, the relevant STTM pipelinesogtor;

operator and
= for any other STTM facility, a person who owns, tols or

operates that facility.

STTM pipeline the service provider for an STTM pipeline

operator

Trading Participant

An STTM Shipper or an STTM User with rights to deli
natural gas to an STTM hub or to withdraw natuesd ffom an
STTM hub




Executive Summary

The Short Term Trading MarkeSTTM) is a market for the supply of natural gas,
including related services, operated and admir@dtey the Australian Energy

Market OperatorAEM O). There are presently three geographically sepanairkets
centred around gas hubs in Adelaide, Brisbane gdde§y. STTM market outcomes
are a product of the information and data providetusinesses including STTM
facility operators (pipeline operators) to AEMO wihithen operates a scheduling and
pricing algorithm.

The Australian Energy RegulatdkER) is concerned about the continuing high
number of data failures by STTM facility operatofeese failures can seriously
impact on the efficiency of the STTM and in somsesahave had adverse financial
outcomes on trading participants.

The AER’s strategy to date has been focussed arsindengagement to promote
compliance. However, given continuing failures, $facility operators are now on
notice that in future if the AER believes that atjggpant has failed to provide STTM
facility data consistent with the Gas Rules, theRAKill consider issuing
infringement notices with associated penalties @nsiek court based orders and
sanctions.

The AER considers that this approach will act detarrent to future non-compliance.




1 Introduction

The Australian Energy Regulator (AER) is resporestbl monitoring compliance and
enforcement in relation to the National Gas L&agL aw), the National Gas Rules
(Gas Rules) and associated Regulations.

Part 20 of the Gas Rules establishes the STTM,rkantor the supply of natural gas,
including related services, operated and admirddtby AEMO? There are presently
three geographically separate markets centred drgas hubs in Adelaide, Brisbane
and Sydney.

At the STTM hubs, gas is scheduled and traded akamte price on the basis of
offers, bids and facility capacity information prded to AEMO before the gas day.
After the gas day, an ex post price, accountingafdual gas deliveries, is derived to
apply to deviations from the scheddle.

STTM market outcomes are a product of the inforamaéind data provided by
businesses to AEMO which then operates a schedatidgricing algorithm.
Efficient market outcomes rely on the quality amdaliness of information and data
supplied to AEMO.

2 Purpose

The AER has identified a number of failures withpect to STTM facility data
submitted by STTM facility operators. The purpo$éhes compliance bulletin is to
identify the key information and data requiremegsiesed on facility operators and
outline the AER’s approach to ensuring compliandé these arrangements in the
future.

The AER is not providing immunity or otherwise pétting any breach of the Gas
Rules. The AER may choose to take enforcementrasticelation to any breach.

3 Performance of STTM facility operators

In February 2011 the AER met with the Chief Exeegiand Regulatory Managers
of all four major STTM pipeline operators followisgveral data failures in the
months following STTM commencemé&nAER staff outlined:

= the specific obligations on pipeline operators uridle Gas Rules
= the AER'’s expectations for compliance with thoskgaltions

= the AER'’s views on what each business should stoveiith respect to good
energy industry practice.

The AER committed to closely monitoring the quahtyd timeliness of data from
facility operators as a matter of priority duringl2. The AER created a special
project aimed at reducing the amount of missing, ¢& erroneous data by STTM

1
2

As defined in rule 364 of the National Gas Rules
There are also other related services and assdgayments and prices including market operator
services and contingency gas used for the balamdiggs and system security.

The STTM pipeline operators of the Moomba AdedaRipeline, Moomba Sydney Pipeline,
Eastern Gas Pipeline and the SEAGas pipeline.
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facility operators by actively engaging with fatyiloperators whenever an error
occurred to ensure processes were improved.

The AER also committed to conducting audits oflfgcoperators arrangements for
providing the required information to AEMO.

To measure the effectiveness of this monitoringgatpa metric was adopted to
assess the number of pipeline data failures oragteyly basis. Each incident was
categorised as either ‘missing/late’ or ‘erroneous’

Figure 3.1 provides an indication of STTM facilaperators’ performance based on
the metric. It compares the number of data faileash quarter since the STTM start
in September 2010. In all, since that time, facitiperators have failed to provide
timely or accurate data on 24 occasid#gpendix A summarises those events.

Figure3.1 Number of STTM facility data failuressince STTM commencement
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Sep-Dec 2010* Jan—Mar 2011 Apr—Jun 2011 Jul-Sep 2011 Oct-Dec 2011"

*September has been grouped with the December @@dfler. Therefore, this data point represents rficamths.
A At the time of publishing this Bulletin, therechbeen 5 data failures during the Oct-Dec 2011tguar

The high number of data failures during the 201@ddeber quarter may have been in
part a consequence of having a new market, withmiéeg and new businesses
participating. However the number of data failuresn STTM facility operators has
continued.

3.2 Consequences of non-compliance

The AER is concerned about the high number of fdgliares by STTM facility
operators and continuing instances of submitted dat meeting the relevant
requirements of the Gas Rules. These failures aga & serious impact on the
efficiency of the STTM and in some cases have liverse financial outcomes on
trading participants.

Efficient market outcomes (including ex ante, estgwices and settlement payments)
are reliant on compliance by all participants vitformation and data requirements.
Confidence in the STTM will be undermined if deganbt submitted, is late or is
inaccurate. In the worst case, participants mapsado exit the market if the STTM

is producing inefficient, ad-hoc outcomes.

*  This excludes the 90 instances between Novenis and October 2011 where Epic Energy

provided incorrect allocation data (on days whexekbaul was scheduled) which are still under
review.




4 Relevant Rules

This section summarises the provisions of the GdeRhat are relevant to this
compliance bulletin.

GasRule | Key aspects of abligation Civil penalty provision
369 Information standards
Prepare and submit information or data and maintain Yes
369 equipment from which that information or data isikd

in accordance with good gas industry practice

414 Capacity information
414(1) Provide capacity information for next 3 gays in Yes
accordance with good gas industry practice
419 STTM facility allocations
419(1) Provide allocation notices containing STTM facility No

allocations and details of MOS allocations and ¢jtan

and (2) of overrun MOS

5 Regulatory framework

This section describes the AER's functions andaresipilities.

5.1 Role and functions of the AER

The AER has functions and powé&rshich include:
= monitoring compliance with the Gas Law and the Bakes
* investigating breaches or possible breaches dbd®elLaw and the Gas Rules
= instituting proceedings in relation to breaches
= issuing infringement notices for breaches of gighalty provisiong.
In exercising these functions and powers, we worbritsure that:
= our approach is consistent over time
= our processes are cost effective for relevant@pants and the AER

= our activities are transparent.

MOS, market operator service, accounts for theagpén GJ) which is provided to balance
pipeline deviations by increasing or decreasingiientity of natural gas supplied to or
withdrawn from a hub using an STTM pipeline.

The AER's functions and powers are outlined ictiSe 27 of the National Gas Law

" Section 279 of the NGL sets out that the maxinmfningement penalty for a breach of a civil

penalty provision is $4000 (for a natural persan$20 000 (for a body corporate)




The AER has detailed its methods for compliancearidrcement in thAER
Compliance and Enforcement—Statement of Appr¢&tdtement of Approach) which
is available on the AER websitdart 3 of the Statement of Approach explains the
AER's approach to monitoring compliance, how thé&rRAEsponds to possible
breaches, and how it decides whether or not togak@cement action.

5.2 Approach to compliance monitoring

As set out in our Statement of Approddhe AER has regard to each instance of
potential non-compliance, including the materiatifythe conduct in question when
forming a view on what, if any, enforcement actiortake.

Given the sustained pattern of apparent non-comggiavith STTM facility data
requirements, and the adverse consequences thimiihe STTM, the AER has
decided to adopt a targeted enforcement stratdgyg.approach recognises the
strategies adopted to date by the AER, with STTéilitg data requirements, have
not resulted in satisfactory improvements in coanpdie outcomes.

5.2.1 Strategies to date

The AER'’s strategy to date has been focussed arsindengagement to promote
compliance. Accordingly, the AER has discussed eata failure with STTM facility
operators and the AER has received a number ofaasses from businesses
regarding measures to prevent future non complidhaethe same time, the AER
commenced business audits of the STTM facility apes™*

The AER is concerned that these measures alonenoaygoduced the degree of
compliance expected by the AER and industry. Th&Alierefore considers that a
targeted enforcement strategy is now appropriatedace the number of STTM data
failures.

This approach accounts for the fact tlhiSTTM facility operators have appeared to
fail to provide accurate, timely data at times, #m&l AER is not satisfied with the
level of compliance by STTM facility operators assdhe board.

5.2.2 Future approach

STTM facility operators are therefore on noticet hafuture if the AER suspects that
a participant has failed to provide STTM facilitstd consistent with the Gas Rules,
the AER will consider issuing infringement noticeish associated penalties and/or
seek court based orders and sanctions.

The AER considers that this approach will act deterrent to future non-compliance.
That is, it will create an incentive for STTM fatyl operators to ensure their
compliance processes are robust enough to presertampliance.

Available at: http://www.aer.gov.au/content/indehtm|?itemld=685897

Available athttp://www.aer.gov.au/content/index.phtmi?item|d5887

As reported on in the AER’s Quarterly Compliaf@port. Available at:
http://www.aer.gov.au/content/index.phtml/item|d2@87

The AER has commenced auditing APA Group’s openaif the Moomba Sydney Pipeline and
intends to conduct similar audits of other STTMilfaies over the course of 2012.
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If data is submitted late, is incorrect or not sutbed at all, STTM facility operators
should immediately approach the AER to explain wigyfailure occurred and justify
why further enforcement steps should not be taken.

The AER will also consider each matter on its nseriicluding all relevant factors
surrounding the non-compliance.

This Bulletin does not prevent the AER from reviegvpossible past breaches of the
STTM data requirements nor taking action in relatio those matters.
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Appendix A: History of data failures

The AER has examined a number of data failuresTof\N&facility operators since
STTM commencement on 1 September 2010. The follpwkamples summarise
those incidents and the impact on the market calgdge data failures. Further
details of these specific events can be foundenMBR’s weekly gas reports and
quarterly compliance reports and also in markeicestand event reports published
by AEMO.*2

Many of these incidents may potentially constituteaches of rules 414(1) and
419(1),(2) of the Gas Rules as they concern faltwesubmit data by cut-off times
specified. The instances of late data and instapicesorrect data noted below also
raise compliance concerns in relation to good gdsstry practice by participants.

APA Group
8 October 2010

APA Group (APA) informed the AER that for the 8 Gloér gas day due to erroneous
data calculations and transpositional errors itdtted incorrect facility allocation
data for the Moomba to Sydney Pipeline (MSP) of 829nstead of 140 TJ.
Consequently, the ex post price was higher thart Wwkhould have been. The ex post
price on this gas day was $390/GJ, a record inSanyM hub to date and close to the
market ceiling of $400/GJ.

1 November 2010

APA informed the AER that due to issues with dgstems the available capacity
submitted for this gas day (74TJ) was lower thanattual available capacity. As a
consequence, the ex ante price at the Sydney hsithigiaer than what it should have
been. The ex ante price on this gas day was addigh in any STTM hub to date of
$150/GJ.

1 June 2011

APA did not submit its facility allocation data AEMO by the 11am cut-off time for
this gas day. APA informed the AER that this wae tuAPA's files being rejected
by AEMO systems caused by facility contract infotima not matching.
Consequently, AEMO used a default allocation figared the ex post price was
higher than what it should have been.

AGL

8 September and 1 October 2011

AGL informed the AER that it provided erroneousiliaccapacity data of 2 TJ for
the Rosalind Park facility (ROS) on both gas d&msequently, the ex ante prices
for these gas days were higher than what they dhwaue been.

22 September and 24 September 2011

AGL did not submit facility capacity information kilge 9:30am cut-off time for these
gas days but did so shortly after. AGL noted that was due to human error. These
errors did not result in any price impacts.

12 See the AER'’s website fattp://www.aer.gov.au/content/index.phtml/itemIds669 and AEMO's

website at www.aemo.com.au
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Epic Energy
22 November 2010 and 24 November 2010

Epic Energy (Epic) did not submit facility allocati data for the Moomba to Adelaide
Pipeline (MAP) to AEMO by the 11am cut-off time filre 22 November gas day.
Epic informed the AER this was due to password lgrob connecting to AEMO's
systems. Consequently, AEMO was required to usauttedllocation data which
impacted on the ex post price.

The same password issue prevented Epic from prayidicility capacity information
for the 24 November gas day by the required tinmé&aConsequently, AEMO used
default capacity data but this did not impact anek ante price.

27 January and 30 January 2011

Epic did not submit facility allocation data for NPAby the required time for the 27
and 30 January gas days. Epic informed the AERwhE a result of IT and human
errors. Consequently, AEMO used default allocatiata for both days, which
impacted on the ex post prices.

22 May 2011

Allocation data was not submitted by the cut-afigifor this gas day. Epic informed
the AER that this was due to issues with how MOS albbcated in systems which
resulted in a file being rejected by AEMO’s systemBEMO used default allocation
data for this day which impacted the ex post price.

November 2010 — October 2011

In October 2011 Epic informed the AER that its fatenfor calculating allocations
from the MAP into the Adelaide STTM hub had conggiran error since market start.
This meant that quantities of gas backhauled othehub had not been taken into
account when calculating the forward-haul quargitégas delivered to the hub. Epic
noted that this error affected ninety gas days.

16 November 2011

Epic did not provide facility capacity informatiday the 9:30 cut-off time for this gas
day. Data was submitted shortly after this deaddiné consequently there was no
impact on the ex ante price.

Jemena
5 September 2010

Jemena did not provide allocation data by the ¢utioe. Jemena informed the AER
that the cause of the incident was the failureToéduipment. Consequently, AEMO
used default allocation data and this impactecherek-post price.

15 March and 24 March 2011

Jemena informed the AER that as a result of ITreraod incorrect manual processes
it submitted erroneous (under-estimated) allocatiata for the Eastern Gas Pipeline
(EPG) for these gas days (13.5 TJ and 18 TJ ragpkgt Consequently, ex-post
prices were lower than what they should have been.
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6 May 2011

Jemena did not submit EGP allocation data for tMag gas day by the cut-off time.
Jemena informed the AER that this was the resudtledrdware fault. Consequently,
AEMO used default allocation data. There was noachn ex post prices given a
small difference between actual and default aliocadata.

8 September 2011

Jemena did not submit its allocation data for 8t&maper gas day by the 11am cut-off
time. Jemena informed the AER that the delay wastdumnissing meter data caused
by a change-over in IT servers. This event didimgiact on the ex post price but
delayed publication of the ex post price to 4:00pm.

5 November 2011

Jemena informed the AER that it submitted inaceuatibcation data for this gas day
as a result of an issue with a SCADA system timelclJemena resubmitted
corrected data before 3:00 pm. Consequently, tlaiscuracy did not impact on the ex
post price but delayed calculation of the ex posepo 4:00pm.

19 November and 21 November 2011

Jemena informed the AER that due to unplanned abivitg issues on Sunday 20
November it did not submit facility allocation ddta the 19 November gas day by
the 11:00am deadline. Data was later submitted shatithere was no impact on the
ex post price but the calculation of the price wakyed to 4:00 pm.

Jemena informed the AER that due to the same caaitgéssue it did not submit
facility capacity data for 21 November gas dayliyy @:30am deadline. Consequently,
AEMO used a default capacity figure with no priocgact

SEAGas
20 November 2010 and 22 November 2010

SEAGas did not provide facility allocation data the SEAGas Pipeline to AEMO by
the 11am cut-off time for the 20 November 2010dmg SEAGas informed the AER
that this was due to a planned power outage ioffiise building affecting the
transmission of data reports. AEMO used defauticalion data for 20 November gas
day, however this did not impact on the ex postggiven a small difference on this
occasion between actual and default allocation. data

The same issue also prevented SEAGas from providuility capacity information
for the 22 November gas day by the required tirmeéraConsequently, AEMO used a
default capacity figure with no price impact.

17 May 2011

SEAGas did not provide facility allocation datathg cut-off time for the 17 May gas
day. SEAGas informed the AER that this incident wssociated with a hardware
system upgrade. Consequently, AEMO was requiredéodefault allocation data for
this gas day, which impacted on the ex post price.
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