Gas Market Options Working Group

Terms of Reference

Background

The Gas Market Leaders Group has been established by the Ministerial Council on Energy to develop a Gas Market Development Plan which will deliver on the MCE’s objectives for a competitive, reliable and secure natural gas market delivering increased transparency, promoting further efficient investment in gas infrastructure and providing efficient management of supply and demand interruptions as set out in the MCE’s Expanded Gas Program.

Specifically, the Plan should provide:  

· further development of Options 2 or 3 identified in the Allens Consulting Group (ACG) Report; or

· an alternative market development plan that provides equivalent benefits in terms of transparency and lowering barriers to market entry. 

Key elements of the Gas Market Development Plan should include:

· The level of information on system capabilities, supply and demand information, including secondary trades, to be provided to the market in order to increase transparency;

· How such information would be provided to the market in a transparent and accessible manner, eg market based electronic facilities to publish trading and physical system information;

· Additional market arrangements that would promote greater levels of liquidity and competition and how these arrangements would be implemented, eg the phasing in of spot market trading at major trading nodes;

· Consideration of whether publication of an annual report on the performance of the market and the emerging transmission and supply constraints (similar to the NEMMCO Statement of Opportunities) would be beneficial to gas market development;

· An implementation timetable, including milestones; and

· The identification of any regulatory and rulemaking requirements which jurisdictions would need to put in place in order to facilitate implementation of the plan.

In developing its plan, the Leaders Group should take account of the following:

· MCE’s Expanded Gas Program of 19 May 2004;

· The MCE Gas Market Development Principles in Appendix 1;

· The variations between jurisdictions’ gas demand profiles, network topology, and industry structure;

· The new governance and institutional arrangements for the energy sector;

· Associated gas market reform initiatives currently being undertaken by the MCE; and

· The findings of ACG’s final report.

The Gas Market Leaders Group met on 12 December to establish a workplan for delivering on its terms of reference and decided to establish a Gas Market Options Working Group to assist it with this task.

Terms of Reference for the Gas Market Options Working Group

· Define and scope Options 2 and 3 from the Allens Consulting Group Report to a sufficient level of detail to be able to make an assessment of the feasibility and cost/benefit of the options and any variations.

· Issues to address include:

· Whether participation should be voluntary or mandatory.

· Necessary prudential requirements.

· Governance arrangements.

· Market clearing mechanisms.

· Information requirements for each option, and particularly what information would be posted on a Bulletin Board (such as system capability, supply and demand information, price etc).

· A methodology to allow a  cost benefit analysis of each option (high level).

· Barriers to implementation.

· An implementation path.

· Any legislation or code requirements or amendments.

· Production of an Annual Report focussing on supply/demand projections and system constraints.

· Assessment against the MCE Gas Market Principles (in Appendix 1 as augmented by the Gas Market Leaders Group).

Membership of the Group

Members of the Gas Market Options Working Group are as follows:

Matt Zema (VENCorp) – Chair

Terry Grimwade (VENCorp)

Patricia McKenzie (Gas Market Company) 
Julian Turacek (Origin Energy) – representing ERAA

Matthew Arnold (ExxonMobil) - representing APPEA

Peter Fennessy (Alinta) - representing ENA

Peter Geers (AGL) - representing ERAA

Stephen Livens (Epic Energy) - representing APIA

Andrew Dash (Australian Pipeline Trust) - representing APIA

David Headberry - representing end users

Mark Frewin (TruEnergy) - representing NGF

Darren Nelson - representing NT Power & Water
Mike Bailey - representing Western Power
Marie Taylor/Wil Antioch – MCE Secretariat 

Timeframe

The Working Group is requested to provide the Gas Market Leaders Group with an initial report on the above issues by 3 February 2006.

APPENDIX 1

MCE PRINCIPLES FOR GAS MARKET DEVELOPMENT

Industry should be guided by the following MCE Principles for Gas Market Development when considering future gas market arrangements.

· 
Information on market and system operations and capabilities at all stages of the gas supply chain (subject to recognition of existing contractual confidentialities) should be publicly available and frequently updated.

· 
Gas market structure to facilitate a competitive market in all sectors.

· 
Gas market participants should be able to freely trade between pipelines, regions and basins.

· 
There should be regulatory certainty and consistency across all jurisdictions.

· 
Market design and institutional requirements responsive to and reflective of the needs of the market and market participants.

At its meeting on 12 December the GMLG drafted the following additional clauses to clarify and elaborate on the above principles:

Point 4 - add the words “(to the extent possible)” after “jurisdictions”.

Point 5 - add the following sub-points:

· minimise the need for government intervention in the operation of the market;

· minimise cost and complexity;

· respect existing commercial arrangements;

· take account of the physical characteristics of the networks;

· take account of the interface with the National Electricity Market;

· complement the work of the National Gas Emergency Response Advisory Committee (NGERAC); and

· recognise the ongoing importance of bilateral contractual arrangements which underpin gas market development

