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1.
The application

On 6 April 2000 the Australian Competition and Consumer Commission (the Commission) received an application from the Victorian Energy Networks Corporation (VENCorp) for amendment of its Access Arrangement for the Principal Transmission System (PTS).  The application was submitted under the National Third Party Access Code for Natural Gas Pipeline Systems as it applies in Victoria (National Access Code).

The application for amendment relates to proposed changes to the Market and System Operations Rules (proposed Rule Changes).  These proposed Rule Changes appear in Annexure A to this decision, and are outlined below.

· Clause 3.2.5 is to be amended to defer the implementation of hourly, locational pricing until 1 December 2001 subject to net benefits being demonstrated by a review to be undertaken by VENCorp no later than 1 December 2000.

· Clause 3.2.4(c) is to be amended to defer the review of Value of Lost Load (VoLL) until two years after the commencement of the gas market (ie by 15 March 2001).

· Clauses 3.6.7, 3.6.8 and 5.3 are to be amended to provide for the implementation of authorised maximum daily quantity credits  (AMDQ credits) for non-Longford injections.

2.
Background

The Access Arrangement for the PTS by VENCorp was approved by the Commission under section 2.19 of the Victorian Third Party Access Code for Natural Gas Pipeline Systems (the Victorian Access Code) on 16 December 1998.

Clause 5.1.2 of the Access Arrangement provides that:

‘in the event that the MSOR become subject to an exemption under section 51(1) of the Trade Practices Act, any amendment to, or supplementation or replacement of, the MSOR will, to the extent to which the MSOR are part of this Access Arrangement, constitute a change for the purposes of the Code and will not be effective to change this Access Arrangement unless and until the procedure in section 2 of the Code is followed.’

On 21 November 1998, the Gas Industry Act 1994 (Vic) was amended by the insertion of section 62PA which statutorily authorises the making of the MSOR (including any amendment to the MSOR) and things done or conduct engaged in by VENCorp, participants or market participants pursuant thereto.  Section 62PA came into force on 2 December 1998.  The MSOR are subject to an exemption under section 51(1) of the Trade Practices Act 1974 (Cth).  The proposed changes to the MSOR concern Rules that are part of the Access Arrangement.  For these reasons, the proposed Rule Changes constitute proposed revisions to the Access Arrangement.

3.
Procedure for assessing proposed revisions

VENCorp lodged its application for amendment pursuant to section 2.33 of the Victorian Access Code.
  Section 2.33 of the Victorian Access Code allows the Commission to approve proposed revisions to the Access Arrangement without requiring production of Access Arrangement Information or public consultation if:

(a) the revisions have been proposed by the Service Provider other than as required by the Access Arrangement; and

(b) the Relevant Regulator considers that the revisions proposed are not material.

VENCorp stated that the proposed Rule Changes merely seek to allow either appropriate and comprehensive consideration of certain market issues or to better define and provide greater transparency to market concepts already contemplated by the MSOR.  As such, VENCorp argued that the proposed revisions (as constituted by the proposed Rule Changes) do not impact on the Access Arrangement in any material respect.

In the course of its public consultation relating to an application by VENCorp for minor variation of the authorisation of the MSOR, the Commission sought the views of interested parties on whether the proposed Rule Changes are material to the Access Arrangement (insofar as they constitute proposed revisions).  One submission was received from East Australian Pipeline Limited.  It did not consider the proposed revisions to be material and therefore agreed that further public consultations could be dispensed with in this instance.

The Commission accepted the view that the proposed revisions are not material to the VENCorp Access Arrangement and decided to dispense with the requirement to produce Access Arrangement Information and the consultation process outlined in section 2 of the National Access Code.
 
4.
Criteria for assessing proposed revisions

Section 2.46 of the National Access Code provides that the Commission may approve proposed revisions to an Access Arrangement only if it is satisfied the Access Arrangement as revised would contain the elements and satisfy the principles in sections 3.1 to 3.20 of the Code.  In assessing proposed revisions, the Commission must take into account:

· the factors described in section 2.24 of the Code; and

· the provisions of the Access Arrangement.

4.1
Requirements of section 2.24

Section 2.24 requires that the Access Arrangement contains the elements and satisfies the principles set out in sections 3.1 to 3.22.  These sections set out the elements that an Access Arrangement must include as a minimum – namely a services policy, Reference Tariffs, terms and conditions, a capacity management policy, a trading policy, a queuing policy, an extensions/expansions policy and a review date.

Section 2.24 also requires that the Commission take into account:

(a) the legitimate business interests of the Service Provider;

(b) firm and binding contractual obligations of the Service Provider or other persons (or both) already using the Covered Pipeline;

(c) the operational and technical requirements necessary for the safe and reliable operation of the Covered Pipeline;

(d) the economically efficient operation of the Covered Pipeline;

(e) the public interest, including the public interest in having competition in markets (whether or not in Australia);

(f) the interests of Users and Prospective Users; and

(g) any other matters that the Relevant Regulator thinks are relevant.
As noted earlier the proposed revisions deal with the following areas:

· deferral of the implementation of hourly, locational pricing;

· deferral of the review of VoLL; and

· implementation of AMDQ credits for non-Longford injections.

The Commission considers that these proposed revisions do not remove any of the elements of the VENCorp Access Arrangement that was approved under section 2.19 of the Code on 16 December 1998.  Moreover, the Commission considers that the proposed revisions do not affect the substance of the Access Arrangement in such a way that takes it outside the principles set out in sections 3.1 to 3.22.

The Commission has taken the matters set out in section 2.24 into account and considers that the proposed revisions do not impact on the Access Arrangement in such a way that the Commission should no longer consider that the Access Arrangement contains the elements and satisfies the principles set out in sections 3.1 to 3.20 of the National Access Code. 

4.2
The provisions of the Access Arrangement

The minimal effect of the proposed revisions on the substance of the Access Arrangement means that the provisions of the Access Arrangement do not require any redrafting.

5. Decision

The Commission has taken into account the factors described in section 2.24 of the National Access Code and the provisions of the Access Arrangement, and is satisfied that the revised Access Arrangement contains the elements and satisfies the principles set out in sections 3.1 to 3.20 of the National Access Code.

Pursuant to section 2.46 of the National Access Code, the Commission approves the proposed revisions which are the subject of this application.

Annexure A: Proposed Rule Changes

Locational/Hourly Pricing

3.2.5
Transition to hourly locational pricing
With effect from 1 December 2001, these Rules are to be amended, to change from daily pricing using one pricing zone to hourly and/or locational pricing, subject to net benefits being demonstrated by a review to be undertaken by VENCorp using the public consultation procedures and to be completed by no later than 1 December 2000.

9.1.1
Change to locational hourly pricing

 

(e)
The gas market review committee must:

(1)
by 8 September 1999, prepare, and submit for approval by the Board of  VENCorp, procedures for governing its operation; and 

(2)
as soon as practicable after its establishment under clause 9.1.1(a), undertake a review, in accordance with clauses 9.1.1(f) and 9.1.1(h), of past and projected future operation of the market to determine the need for the introduction of locational and hourly pricing by 1 December 2000.

(i)
The gas market review committee must, by 1 December 1999, prepare, and submit to the Board of VENCorp, a report which sets out:

(1)
its conclusion as to whether the change to locational and hourly pricing by 1 December 2000, should, or should not, be made; and

(2)
a reasonably detailed justification for its conclusion.

(j)
If the gas market review committee report to the VENCorp Board under clause 9.1.1(i) endorses the change to locational and hourly pricing, VENCorp must establish, and co-ordinate appropriate procedures to ensure the smooth and timely transition to locational and hourly pricing including:

(1)
et seq.

Deferral of Review of VoLL
3.2.4(c)
VoLL

“(c)
Within 2 years of the commencement date, VENCorp must conduct a review of the value of VoLL in accordance with the public consultation procedures.”

AMDQ CREDITS FOR NON-LONGFORD INJECTIONS

To implement the AMDQ credits concept, changes are proposed in the following three areas of the MSOR:

· Clause 3.6.7 - Ancillary Payments (since injections of gas for which AMDQ credits are claimed are not eligible for ancillary payments);

· Clause 3.6.8 - Uplift Payments (since AMDQ credits are used offset exposure to uplift due to pipeline constraints); and

· Clause 5.3 - MDQ Authorisation (to clearly define the process under which AMDQ certificates will be allocated).

These changes are described in the following pages.

PROPOSED RULE CHANGES FOR AMDQ CREDITS: MDQ AUTHORISATION 

[image: image1.bmp]5.3.3
Allocations of authorised MDQ and AMDQ credit certificates for pipeline extensions or expansions

(a)
If a Transmission Pipeline Owner extends or expands, or proposes to extend or expand, its pipeline or pipelines, it must consult with VENCorp for the purposes of reaching agreement with VENCorp as to the increase in capacity of the relevant pipeline which results from the extension or expansion.

(ab)
Where a Transmission Pipeline Owner undertakes an extension or expansion and that extension or expansion is a covered extension or expansion and the cost of the extension or expansion is entirely added to the Transmission Pipeline Owner’s capital base on the basis that the tests in either section 8.16(a) and section 8.16(b)(ii) or section 8.16(a) and section 8.16(b)(iii) of the Access Code are met by the time the extension or expansion is commissioned, additional authorised MDQ which becomes available for allocation as a consequence of that extension or expansion is to be allocated in accordance with clause 5.3.4.

(ac)
Where a Transmission Pipeline Owner undertakes an extension or expansion and that extension or expansion is a covered extension or expansion and a part only of the cost of the extension or expansion is added to the Transmission Pipeline Owner’s capital base on the basis that the tests in either section 8.16(a) and section 8.16(b)(ii) or section 8.16(a) and section 8.16(b)(iii) of the Access Code are met by the time the extension or expansion is commissioned, then:

(1)
that portion of the additional authorised MDQ made available as a consequence of the extension or expansion which is associated with that part is to be allocated in accordance with clause 5.3.4; and

(2)
the remaining portion of the additional authorised MDQ or AMDQ credit certificates, as the case may be, must be allocated in accordance with clause 5.3.3(b),

provided that this clause 5.3.3(ac) shall not apply if the relevant Transmission Pipeline Owner cannot demonstrate to the reasonable satisfaction of VENCorp that the Regulator has agreed with the Transmission Pipeline Owner that an amount (and if so what amount) of additional capacity is associated with that part, and if for that reason this clause 5.3.3(ac) does not apply then clause 5.3.3(ab) shall apply instead.

(b)
Subject to clause 5.3.3(ba), in any case where clause 5.3.3(ab) or 5.3.3(ac)(1) do not apply, VENCorp must allocate: 

(1)
such quantity of additional authorised MDQ or AMDQ credit certificates, as the case may be,  which is made available by the relevant extension or expansion;

(2)
to such Market Participants; 

(3)
for use within such specified withdrawal zones or for use at system injection points, as the case may be,; and

(4)
for such period,

as the relevant Transmission Pipeline Owner directs.

(ba)
Where an amount of AMDQ credit certificates is to be allocated to a Market Participant under clause 5.3.3(b) in respect of injections of gas at a system injection point other than at Longford, VENCorp must only make such an allocation of AMDQ credit certificates to the Market Participant:

(1)
where the Market Participant requests the allocation; and

(2)
in accordance with the direction of the relevant Transmission Pipeline 

and VENCorp may specify any conditions to apply to that allocation of AMDQ credit certificates as VENCorp reasonably determines and as agreed with the relevant Transmission Pipeline Owner.

 (c)
Subject to clause 5.3.3(ba), VENCorp must not allocate authorised MDQ or AMDQ credit certificates under this clause 5.3.3 except in accordance with a direction of the relevant Transmission Pipeline Owner under clause 5.3.3(b), provided that this clause 5.3.3(c) shall in no way restrict the ability of VENCorp to allocate authorised MDQ or AMDQ credit certificates in any case where clause 5.3.4 applies (notwithstanding that such an application of clause 5.3.4 is by operation of this clause 5.3.3).

 (d)
If additional authorised MDQ or AMDQ credit certificates have been allocated by VENCorp as a consequence of an extension or expansion, VENCorp and the relevant Transmission Pipeline Owner must by no later than the date on which the additional authorised MDQ or AMDQ credit certificates are allocated, modify an existing service envelope agreement, to reflect that additional capacity of the relevant pipeline as agreed under clause 5.3.3(a) which results from the extension or expansion and if they are unable to agree, the provisions of clauses 5.3.1(c) to (i), inclusive, are to apply.

 (e)
If a Market Participant holds authorised MDQ originally allocated under this clause 5.3.3 and that Market Participant wishes to attribute that authorised MDQ to withdrawals of gas by any one or more persons, that Market Participant must give prior notice to VENCorp of the persons to whom that authorised MDQ is to be attributed and the location of the delivery points or system withdrawal points from which those persons will withdraw gas, and VENCorp will advise the Market Participant of the quantity of authorised MDQ that will be available at each delivery point or system withdrawal point.

(f)
Subject to clause 5.3.3(g), if a Market Participant has notified VENCorp under clause 5.3.3(e) that it wishes to attribute authorised MDQ originally allocated under this clause 5.3.3, to any one or more persons, the Market Participant:

(1)
will be liable for any uplift payments which are payable in respect of a trading interval as a result of any one or more of those persons withdrawing gas in that trading interval in excess of the authorised MDQ attributed to that person; or

(2)
may agree with VENCorp that to the extent that any one or more of persons who withdraw gas using that authorised MDQ exceed the amount of authorised MDQ attributed to them in any trading interval, neither the Market Participant nor those persons will be liable for payment of uplift payments if those persons’ aggregate withdrawals of gas are below the aggregate amount of authorised MDQ held by that Market Participant which was originally allocated under this clause 5.3.3.

 (g)
VENCorp may agree under clause 5.3.3(f)(2) to allow a Market Participant who attributes authorised MDQ originally allocated under clause 5.3.3 to withdrawals of gas made by any one or more persons, to aggregate withdrawals of gas made by those persons in respect of that attributed authorised MDQ if, in VENCorp’s reasonable opinion, that alternative is more practicable, taking into consideration the feasibility and complexity of determining the extent to which a person withdraws gas in excess of the authorised MDQ attributed to that person.

 (h)
In this clause 5.3.3, “covered” means covered by the Transmission Pipeline Owner’s access arrangement.

5.3.4
Subsequent allocations and re-allocations of authorised MDQ 

(a)
Where VENCorp and the relevant Transmission Pipeline Owner agree that there is available capacity on a pipeline in accordance with the relevant service envelope agreement in respect of which:

(1)
VENCorp is not prevented by clause 5.3.3(c) from allocating authorised MDQ; and

(2)
VENCorp has neither allocated authorised MDQ nor reserved an amount of authorised MDQ in accordance with clause 5.3.2(a)(4),

VENCorp must allocate authorised MDQ up to that available capacity to any person who seeks an allocation of authorised MDQ in respect of a delivery point or system withdrawal point, in accordance with this clause 5.3.4.

(b)
If a tariff V withdrawal point becomes designated as a tariff D withdrawal point, then VENCorp is to allocate authorised MDQ to the Customer, who withdraws gas at that tariff D withdrawal point in a manner which, in VENCorp’s reasonable opinion, is fair and equitable, and VENCorp should make a proportionate reduction to the amount of authorised MDQ assigned to tariff V withdrawal points.

 (e)
VENCorp must allocate authorised MDQ under clause 5.3.4(a) as follows:

(1)
if there is sufficient available authorised MDQ to satisfy the requirements of all persons who have requested an allocation of authorised MDQ, VENCorp must allocate the available authorised MDQ to each of those persons in respect of a delivery point or system withdrawal point at which each of those persons withdraw or propose to withdraw gas, in accordance with their requirements; and

(2)
if there is insufficient available authorised MDQ to satisfy the requirements of all persons who have requested an allocation of authorised MDQ, VENCorp must conduct an auction amongst all persons from whom VENCorp has received requests for authorised MDQ and allocate the available authorised MDQ to the persons who offer the highest amount for that authorised MDQ. 

(ea)
Allocation of authorised MDQ made in accordance with clause 5.3.4(e) will be effective only in respect of a delivery point or system withdrawal point at which the person applied to VENCorp for the allocation of authorised MDQ.

(f)
VENCorp must develop procedures pursuant to which it will allocate available authorised MDQ under clause 5.3.4(e)(2).

(g)
All monies received by VENCorp from an auction conducted in accordance with clause 5.3.4(e)(2) are to be used by VENCorp to offset its costs for the next financial year calculated in accordance with the Tariff Order. 

(h)
This clause 5.3.4, and the principles and procedures VENCorp develops and applies to effect an allocation of available authorised MDQ, comprise the queuing policy of VENCorp as required under the Access Code.

New definitions required

AMDQ credit certificate
A certificated right to a quantity measured in GJ and issued under rule 5.3 that may be used by the registered holder of that certificate to reduce Uplift Payments in accordance with the determination of Uplift Payments under clause 3.6.8.



AMDQ credit nomination
A quantity, being the whole or part of an AMDQ credit certificate, nominated by the registered holder of that AMDQ credit certificate to be used to reduce uplift payments in accordance with clause 3.6.8. 



AMDQ credit
The whole or part of an AMDQ credit nomination able to be utilised by the registered holder of that AMDQ credit certificate as an uplift hedge, determined in accordance with clause 3.6.8 (gc). 



PROPOSED RULE Changes for AMDQ cREDITS: Ancillary Payments

3.6.7
Ancillary payments

(a)
(1)
Subject to clauses 3.6.7(a)(2), (3) and (4), any Market Participant who, as a result of responding in whole or in part to a scheduling instruction, injects or withdraws more gas than the quantity of gas that that Market Participant was scheduled to inject or withdraw under the pricing schedule, is entitled to receive an ancillary payment in accordance with this clause 3.6.7.

(2)
A Market Participant who submits any withdrawal inc/dec offer that is not accredited by VENCorp under clause 3.1.6 is not entitled to be paid ancillary payments in respect of that withdrawal inc/dec offer.

(3)
If the administered price cap applies during a trading interval, then for the purposes of determining ancillary payments payable by a Market Participant under this clause 3.6.7 any injection or withdrawal of gas by that Market Participant is deemed to be made in accordance with an inc/dec offer for which the price steps are deemed to be no greater than the administered price cap.

(4)
For the avoidance of doubt, if a Market Participant is instructed by VENCorp to inject or withdraw a quantity of gas which is less than the amount of gas specified for injection or withdrawal (as the case may be) by that Market Participant in the pricing schedule, that Market Participant is not entitled to be paid ancillary payments for that amount.

(b)
If in any trading interval a Market Participant’s actual deviation and scheduled deviation are both positive and the actual deviation is less than or equals the scheduled deviation, the ancillary payments payable to that Market Participant will, subject to clause 3.6.7(a) and where the ancillary payment is more than zero, be:

(1)
in the case of an injection inc/dec offer:

(A)
where UH is more than the quantity of gas to be injected by that Market Participant in that trading interval under the relevant pricing schedule applicable to that trading interval:

ISUH - ISA

where

ISUH
means, in respect of a Market Participant who injects gas, the product of the market price for that trading interval and UH, less the deemed cost of those injections of gas as implied by the price steps specified in the Market Participant’s inc/dec offer;

ISA
means, in respect of a Market Participant who injects gas, the product of the market price for that trading interval and the quantity of that Market Participant’s actual injections of gas in that trading interval, less the deemed cost of those actual injections as implied by the price steps specified in the Market Participant’s inc/dec offer;

UH
for a Market Participant at a system injection point means:

(i)
that part of the quantity TUH, where TUH is determined in accordance with clause 3.6.8(gd), applicable at the relevant system injection point for that Market Participant and determined in accordance with 3.6.7(b)(1)(A)(ii); and 

(ii)
that part of the quantity TUH applicable at each relevant system injection point as determined by assigning the quantity of TUH to these system injection points in ascending price order of the price steps for injection inc/dec offers which are applicable at these system injection points for the relevant trading period.

(B)
where UH is less than or equal to the quantity of gas to be injected by that Market Participant in that trading interval under the relevant pricing schedule applicable to that trading interval:

ISP - ISA

where

ISP
means, in respect of a Market Participant who injects gas, the product of the market price for that trading interval and the quantity of gas to be injected by that Market Participant in that trading interval under the relevant pricing schedule applicable to that trading interval, less the deemed cost of those injections of gas as implied by the price steps specified in the Market Participant’s inc/dec offer;

ISA
 has the meaning given in clause 3.6.7(b)(1)(A);

UH
has the meaning given in clause 3.6.7(b)(1)(A);

(2)
in the case of a withdrawal inc/dec offer:

WSP - WSA

where

WSP
means, in respect of a Market Participant who withdraws gas, the deemed cost of the quantity of gas scheduled in the relevant pricing schedule to be withdrawn by that Market Participant in that trading interval as implied by the price steps specified in the Market Participant’s inc/dec offer, less the product of the market price for that trading interval and the quantity of gas scheduled in the relevant pricing schedule to be withdrawn by that Market Participant in that trading interval; and

WSA
means, in respect of a Market Participant who withdraws gas, the deemed cost of the Market Participant’s actual withdrawals of gas as implied by the price steps specified in that Market Participant’s inc/dec offer, less the product of the market price for that trading interval and the quantity of gas actually withdrawn by that Market Participant in that trading interval.

(c)
If in any trading interval a Market Participant’s actual deviation and scheduled deviation are both positive and the actual deviation exceeds the scheduled deviation, the ancillary payment payable to that Market Participant will, subject to 3.6.7(a) and where the ancillary payment is more than zero, be:

(1)
in the case of an injection inc/dec offer:

(A)
where UH is more than the quantity of gas to be injected by that Market Participant in that trading interval under the relevant pricing schedule applicable to that trading interval:

ISUH - ISS

where

ISUH
 has the meaning given in clause 3.6.7(b)(1)(A);

ISS
means, in respect of a Market Participant who injects gas, the product of the market price for that trading interval and the quantity of gas scheduled to be injected by that Market Participant in that trading interval in accordance with the relevant scheduling instruction  applicable to that trading interval, less the deemed cost of those injections as implied by the price steps specified in the Market Participant’s inc/dec offer;

UH
has the meaning given in clause 3.6.7(b)(1)(A);

(B)
where UH is less than or equal to the quantity of gas to be injected by that Market Participant in that trading interval under the relevant pricing schedule applicable to that trading interval:

ISP - ISS

where

ISP
 has the meaning given in clause 3.6.7(b)(1)(A); and

ISS
 has the meaning given in clause 3.6.7(c)(1)(A);

UH
has the meaning given in clause 3.6.7 (b) (1) (A);

(2)
in the case of a withdrawal inc/dec offer:

WSP - WSS

where

WSP
 has the meaning given in clause 3.6.7(b)(2); and

WSS
means, in respect of a Market Participant who withdraws gas, the deemed cost of withdrawals of gas by that Market Participant in that trading interval in accordance with the scheduling instructions for that trading interval as implied by the prices of the Market Participant’s inc/dec offers, less the product of the market price for that trading interval and the quantity of gas scheduled to be withdrawn by that Market Participant in that trading interval in accordance with the relevant scheduling instruction applicable in that trading interval.

(d)
If a Market Participant’s scheduled deviation is negative or a Market Participant’s actual deviation is negative then the ancillary payment  for that Market Participant in respect of the deviation will be zero. 

PROPOSED RULE CHANGES FOR AMDQ CREDITS: UPLIFT PAYMENTS

3.6.8
Uplift Payments

(a)
Subject to clause 3.6.8(b), VENCorp must consult with Market Participants and establish and publish principles and procedures pursuant to which it can determine: 

(1)
an estimate of the portion (if any) of any ancillary payments payable in respect of a trading interval in accordance with clause 3.6.7 which are attributable to transmission constraints; and

(2)
an estimate of the total size in GJ of the transmission constraint (if any) giving rise to the portion of ancillary payments estimated in accordance with clause 3.6.8(a)(1).

(b)
In developing the principles and procedures for determining ancillary payments attributable to transmission constraints under clause 3.6.8(a), VENCorp must use its reasonable endeavours to ensure that:

(1)
the principles and procedures should not be unreasonably complex; and 

(2)
any increase in VENCorp’s systems and/or operational costs arising from application of the principles and procedures should not be disproportionate to the aggregate amounts of ancillary payments likely to be made. 

(c)
A Market Participant is liable to pay uplift payments in respect of withdrawals of gas by that Market Participant or by Customers who purchase gas from that Market Participant.

(d)
For the avoidance of doubt, nothing in clause 3.6.8(c) precludes a Retailer from recovering from its Customers the amount of any liability to pay uplift payments in respect of withdrawals of gas by those Customers.

(e)
As soon as reasonably practicable, VENCorp must publish details of total amounts of ancillary payments to be made in respect of each trading interval and the portions of those ancillary payments which are due to transmission constraints, if any.

(f)
If, in accordance with the principles and procedures published by VENCorp under clause 3.6.8(a), VENCorp determines that any part of any ancillary payments which are payable in respect of a trading interval is attributable to a transmission constraint, then VENCorp must also determine and publish:

(1)
after following any procedures for doing so and taking into consideration any other relevant matter set out in the relevant service envelope agreement, the extent (measured in GJ) to which that transmission constraint was caused by the failure of the relevant Transmission Pipeline Owner to fulfil its obligations under its service envelope agreement in that trading interval;

(2)
the aggregate of any quantities of gas withdrawn at tariff D withdrawal points in that trading interval in excess of the authorised MDQ applicable to those tariff D withdrawal points;

(3)
the aggregate quantity of gas, if any, withdrawn at all tariff V withdrawal points in that trading interval in excess of the aggregate authorised MDQ applicable to those tariff V withdrawal points; and

(4)
the aggregate quantity of gas withdrawn  at all tariff D withdrawal points in that trading interval.

 (g)
Subject to clauses 3.6.8(ga) and (l) and the relevant service envelope agreement, the amount payable by the relevant Transmission Pipeline Owner in respect of a trading interval due to any failure by that Transmission Pipeline Owner to fulfil its obligations under its service envelope agreement in that trading interval is to be determined by VENCorp as follows:

UTPO
=
APTC  x  QTPO 


QTC

where:

UTPO
is the amount of uplift payment attributable to the failure of the relevant Transmission Pipeline Owner in $ to fulfil its obligations under its service envelope agreement in that trading interval; 

APTC
is the total amount in $ of ancillary payments attributable to transmission constraints in respect of that trading interval as determined by VENCorp in accordance with clause 3.6.8(a)(1); 

QTPO  
is the quantity in GJ determined in accordance with clause 3.6.8(f)(1); and

QTC
is the total size of the transmission constraint, expressed in GJ, as estimated under clause 3.6.8(a)(2).

(ga)
If in any trading interval the amount of uplift payment attributable to the failure of the relevant Transmission Pipeline Owner to fulfil its obligations under its service envelope agreement in that trading interval is greater than any applicable limit on the Transmission Pipeline Owner’s liability for uplift payments under the relevant service envelope agreement (if any and if applicable):

(1)
the value of UTPO is to be reduced by an amount of TPOX which results in the payment by the Transmission Pipeline Owner of an uplift payment in respect of that trading interval that is no greater than the applicable limit on the Transmission Pipeline Owner’s liability as set out in the relevant service envelope agreement; and

(2)
the amount of TPOX, being the additional payment that the Transmission Pipeline Owner would have paid if not for the application of this clause 3.6.8(ga), is to be treated in accordance with clause 3.6.8(gb).

(gb)
If for any trading interval there is a value of TPOX under clause 3.6.8(ga)(2) for a Transmission Pipeline Owner, then an additional amount of uplift payments will be payable by each Market Participant in respect of all quantities of gas withdrawn by that Market Participant or its Customers in that trading interval and the amount of the additional uplift payments (UTPOX) payable by each Market Participant is to be determined as follows:

UTPOX
=
(TPOX  x  QT 

(QT

where:

(TPOX is, in respect of all Transmission Pipeline Owners, the sum of the reductions of all amounts of uplift payments otherwise payable by those Transmission Pipeline Owners due to the application of clause 3.6.8(ga);

QT
is the total quantity of gas, expressed in GJ, withdrawn by that Market Participant or its Customers in that trading interval; and

(QT
is the total quantity of gas in GJ withdrawn by all Market Participants or their Customers in that trading interval.

(gc)
The AMDQ credits at a system injection point for which a Market Participant is the registered holder of AMDQ credits certificates, is the lesser of:

(1)
the amount in GJ certificated by AMDQ credits certificates registered to that Market Participant at that system injection point;

(2)
the amount in GJ of the AMDQ credit nomination by the Market Participant who is the registered holder of the relevant AMDQ credits certificates at that system injection point;

(3)
the amount in GJ scheduled by VENCorp to be injected at that system injection point; and

(4)
the actual quantity of gas injected at that system injection point in response to a scheduling instruction for that trading interval.

(gd)
TUH for a Market Participant is the total amount of AMDQ credits utilised as an uplift hedge by a Market Participant who is the registered holder of AMDQ credit certificates, determined as the lesser of:

(1)
the total quantity of all AMDQ credits determined in accordance with clause 3.6.8(gc) available to a Market Participant from all relevant system injection points; and
(2)
the total quantity of exceedence of authorised MDQ (MDQE) attributable to that Market Participant or Customers of that Market Participant, where: 

MDQE  =  QUAD + QUAV  x  QV   +  QUAR  x  QAD
                                            (QV                        (QAD

and QUAD, QUAV, QV,  (QV, QUAR, QAD and (QAD have the meanings given in this clause 3.6.8

(h)
Subject to clause 3.6.8(l), the amount of uplift payments payable by a Market Participant in respect of any gas withdrawn by that Market Participant or by Customers of that Market Participant in a trading interval at tariff D withdrawal points in excess of the authorised MDQ applicable to those tariff D withdrawal points, is to be determined as follows:

UUAD
=
APTC  x  QUADM 
    QTC
where:

UUAD
is the amount of uplift payments payable in $;

APTC
is the total amount in $ of ancillary payments attributable to transmission constraints payable in respect of that trading interval as determined by VENCorp in accordance with clause 3.6.8(a)(1);

QUADM
is determined as:

(1)  
where TUH  <  QUAD,         then QUADM = QUAD  -  TUH ;

or
(2)
where TUH  ≥  QUAD,          then QUADM = zero ;

where:

QUAD
is the sum of the quantities, expressed in GJ, by which withdrawals of gas by the Market Participant or by Customers of that Market Participant at each tariff D withdrawal point in that trading interval exceeded the authorised MDQ applicable to those withdrawals of gas;

TUH 
is determined in accordance with clause 3.6.8 (gd)
QTC
is the total size of the transmission constraint, expressed in GJ, as estimated in accordance with the procedures established under clause 3.6.8(a)(2).

(i)
Subject to clause 3.6.8(l), the amount of uplift payment, if any, payable by a Market Participant in respect of gas withdrawn by that Market Participant or by Customers of that Market Participant in a trading interval at tariff V withdrawal points is to be determined as follows:

UUAV 
=
APTC x QUAVM 



QTC


where:

UUAV
is the amount of uplift payments payable in $;

APTC
is the total amount in $ of ancillary payments attributable to transmission constraints in respect of that trading interval as determined by VENCorp in accordance with clause 3.6.8(a)(1);

QUAVM 
is determined as:

(1)
where TUH ≤ QUAD

then QUAVM = QUAV x QV
             ∑QV

or 

(2)
where QUAD  < TUH  < QUAD + QUAV x QV

                                                                                                    ∑QV

then QUAVM = QUAD + QUAV  x  QV  -  TUH
                                           ∑QV

or

(3)
where TUH ≥ QUAD + QUAV x QV

                                                                         ∑QV

then QUAVM = zero

where

QUAV
is the amount, expressed in GJ, by which the total quantity of gas withdrawn at all tariff V withdrawal points in that trading interval exceeded the authorised MDQ applicable to those withdrawals of gas, as determined under clause 3.6.8(f)(3);

QUAD 
has the meaning ascribed to it in 3.6.8 (h)
TUH 
is determined in accordance with clause 3.6.8 (gd)
QV
is the total quantity of gas, expressed in GJ, withdrawn by the Market Participant or by Customers of that Market Participant at tariff V withdrawal points in that trading interval;

(QV
is the total quantity of gas, expressed in GJ, withdrawn by all Market Participants or their Customers at all tariff V withdrawal points in that trading interval; and

QTC
is the total size of the transmission constraint, expressed in GJ, as estimated in accordance with the procedures established under clause 3.6.8(a)(2).

(j)
Subject to clause 3.6.8(l), an additional uplift payment is to be paid by each Market Participant in respect of all quantities of gas withdrawn by that Market Participant or its Customers in that trading interval from tariff D withdrawal points and the amount of that additional uplift payment is to be determined as follows:

UUAR 
=
APTC x QUARM     


              QTC                                            
where:

UUAR
is the amount of uplift payment payable in $;

APTC
is the total amount in $ of ancillary payments attributable to transmission constraints in respect of that trading interval as determined by VENCorp in accordance with the procedures established under clause 3.6.8(a)(1); 

QUARM 
is determined as follows:

(1)
where TUH ≤ QUAD  +  QUAV x QV  
                      ∑QV

then QUARM  = QUAR

or

(2)  where QUAD + QUAV x QV < TUH < QUAD + QUAV x QV + QUAR x QAD
                                                     ∑QV                                                              ∑QV                       ∑QAD
then QUARM  = QUAD +  QUAV x QV   +  QUAR x QAD   -  TUH
                  ∑QV                            ∑QAD

or

(3) 
where TUH  ≥  QUAD +  QUAV  x  QV  +  QUAR x QAD
                       ∑QV                            ∑QAD
then QUARM = zero;

where

QUAD 
has the meaning ascribed to it in 3.6.8 (h)
QUAV 
has the meaning ascribed to it in 3.6.8 (i)
QV 
has the meaning ascribed to it in 3.6.8 (i)

∑QV 
has the meaning ascribed to it in 3.6.8 (i)

TUH 
is determined in accordance with clause 3.6.8 (gd)

QUAR
is determined in accordance with clause 3.6.8(l);
QAD
is the quantity of gas, expressed in GJ, which is the sum for all tariff D withdrawal points at which gas is withdrawn by that Market Participant or its Customers of either the quantity of gas withdrawn in that trading interval or the applicable authorised MDQ whichever is the lower quantity at each tariff D withdrawal point;

(QAD  
is the sum of QAD for all Market Participants; and

QTC
is the total size of the transmission constraint, expressed in GJ, as estimated in accordance with the procedures established under clause 3.6.8(a)(2).

(k)
The amount of any uplift payments payable by each Market Participant in respect of ancillary payments in a trading interval other than those attributable to transmission constraints is to be determined by VENCorp as follows:

US 
=
(TAP - APTC) x QT



              (QT

where:

US
is the amount of uplift payments payable in $;

TAP
is the total amount of ancillary payments payable in respect of that  trading interval determined in accordance with clause 3.6.7;

APTC
is the total amount in $ of ancillary payments attributable to transmission constraints payable in respect of that trading interval as determined by VENCorp in accordance with clause 3.6.8(a); 

QT
is the total quantity of gas, expressed in GJ, withdrawn from the transmission system by that Market Participant in that trading interval; and

(QT
is the total quantity of gas in GJ withdrawn by all Market Participants in that trading interval.

(l)
The determination of uplift payments payable by Participants under this clause 3.6.8 is subject to the following:

(1)
if ((QUAD   +  QUAV  +  QTPO)  <  QTC, then:

QUAR  =  QTC  -  ((QUAD   +  QUAV  +  QTPO)

(2)
if ((QUAD   +  QUAV  +  QTPO)  (  QTC, then:

QUAR  =  0;


and UUAR  =  0;

and the uplift payments payable by Market Participants as determined in accordance with clauses 3.6.8(g), (h) and (i) are to be adjusted as follows:

(A)
UTPO 
=
____APTC  x  QTPO_____




(QUADM  +  (QUAVM  +  QTPO

(subject to any limit of liability to uplift payments in accordance with the relevant service envelope agreement);

(B)
UUAV 
=
        APTC  x  QUAV 
                                   (QUADM + (QUAVM + QTPO             
(C)
UUAD 
=
            APTC  x  QUAD
                                   (QUADM  +  (QUAVM  +  QTPO
Agreement to alteration in system capacity





Where VENCorp has the right to allocate authorised MDQ 





Where the Transmission Pipeline Owner has the right to allocate authorised MDQ or non-Longford AMDQ credit rights





VENCorp is to allocate authorised MDQ or non-Longford AMDQ credits according to the wishes of the Transmission Pipeline Owner





VENCorp is to allocate non-Longford AMDQ credits according to the Transmission Pipeline Owner’s wishes





Confirms and clarifies the obligations placed on VENCorp under 5.3.3(b)





Agreement to alter the service envelop agreement upon the issue of authorised MDQ or AMDQ credit rights





Market Participant may attribute authorised MDQ to withdrawals by other persons





Market Participant’s financial liability associated with authorised MDQ





Qualification of (f)





Definition of “covered” pipeline used in clause 5.3.3





This change is not related to AMDQ credits – it has been made to improve clarity of  the intention of the current rules





Minor style formatting changes to be consistent with numbering system in rest of MSOR.


Unrelated to the AMDQ credits proposal








This applies where the total available AMDQ credits exceed the amount required to fully offset the Market Participant’s AMDQ exceedence. Only UH of the available AMDQ Credits is required from the relevant injection point to offset AMDQ exceedence.


Ancillary payments for injection quantities above this amount may be payable and are determined  by using the quantity UH as the baseline reference in determining the injection surplus.








Refer uplift payments clause 3.6.8(gd) for the manner by which TUH is determined, i.e. the total amount of a market participant’s available AMDQ credits from all injection sources that is required as an “uplift hedge” to offset its AMDQ exceedence�


The total uplift hedge, TUH, is assigned to scheduled injections at individual injection points in ascending bid price order, up to the level of AMDQ credit certificates held by the market participant at each point.  The portion of TUH assigned at each injection point is UH.








This represents a case where the amount of “uplift hedge” assigned to the injection point is less than or equal to the injection quantity determined by the pricing schedule.





Ancillary payments are determined in the same way as they would be in the absence of any AMDQ credits, thus the same calculations as existing clause 3.6.7(b).





Replaces repetitive clauses with cross-reference 








Minor alteration to clarify definition


Unrelated to AMDQ credits.








Only UH of the available AMDQ Credits at the relevant injection point are required as an “uplift hedge” to offset AMDQ exceedence.





Ancillary payments for injection quantities above this amount may be payable and are determined  by using the quantity UH as the baseline reference in determining the injection surplus.








This represents a case where the amount of “uplift hedge” assigned to the injection point is less than or equal to the injection quantity determined by the pricing schedule.





Ancillary payments are determined in the same way as they would be in the absence of any AMDQ credits, thus the same calculations as existing clause 3.6.7(c). 





Replaces repetitive clauses with cross-reference.








Replaces repetitive clauses with cross-reference.








Replaces repetitive clauses with cross-reference.








The AMDQ credits at a point are the lesser of 


(1)  certificate held


(2)  amount nominated by


       owner


(3)  amount scheduled for 


       injection


(4)  amount actually 


       injected





Note:  AMDQ credits are conditional on gas being injected at the system injection point





Not all AMDQ Credits may be needed to offset Longford AMDQ exceedence.  


Part (1) specifies how many are available.


Part (2) specifies the amount needed. 


[If not all AMDQ Credits are needed, the remainder of the injections from the non-Longford source(s) are eligible for ancillary payments in accordance with clause 3.6.7].





AMDQ exceedence by Tariff D customers is offset by TUH, the uplift hedge available through AMDQ credits





QUAVM is participant specific.





The previously used term 


      QUAV x QV


             (QV


is included in the determination of 


        QUAVM








AMDQ exceedence by Tariff V customers  is offset by residual amount of TUH after first offsetting Tariff D exceedence





Any residual AMDQ exceedence is offset by any remaining amount of TUH after first offsetting Tariff D and Tariff V exceedence.





Alteration of terminology to conform to terminology changes made in previous 3.6.8 clauses. 








� 	The National Access Code came into force in Victoria on 1 July 1999 with the coming into force of the Gas Pipelines Access (Victoria) Act 1998.  Section 25 of that Act repeals Part 4B of the Gas Industry Act 1994 pursuant to which the Victorian Third Party Access Code for Natural Gas Pipeline Systems (Victorian Access Code) was established.  However, certain provisions of the Victorian Access Code continue to apply, such as section 2.33 which is discussed below.


� 	Section 24A(3) of the Gas Pipelines Access (Victoria) Act 1998 provides that section 2.33 of the Victorian Access Code continues to apply in respect of an access arrangement in force before the repeal of Part 4B of the Gas Industry Act 1994 until the first review of the access arrangement under section 2 of the National Access Code (31 March 2002, clause 5.8.1 of the Access Arrangement).  The VENCorp Access Arrangement was in force prior to the repeal of Part 4B of the Gas Industry Act 1994 and hence VENCorp requested the Commission consider this application under section 2.33 of the Victorian Access Code.





� 	Section 2 of the National Access Code prescribes a more comprehensive public consultation process than that undertaken by the Commission in the course of its assessment of the application by VENCorp for minor variation of the authorisation of the MSOR.
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