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MEU response to 

Advocacy in relation to the development of the new short term trading market (STTM) for gas for the period 
31 October 2009 to 28 February 2010
March 2010
The Consumer Advocacy panel provided funding to the Major Energy Users to contribute to the continuing development of a workable gas short term trading market (STTM) for SA and NSW
In its application for funding the MEU proposed that the outcome of the advocacy was to deliver the benefits and manage the detriments to consumers as a result of the STTM and thereby ensure the process delivers the planned objectives

The final outcome of the entire process will be a change to the NGL and development of STTM Rules and procedures. 

MEU Outputs

The MEU advises the CAP that the outputs as seen by the MEU were to be the continued involvement of consumer advocacy throughout the various processes. This took the form of debate, written analysis of issues, redrafting of wording, initiating deeper analysis of issues, etc in order to provide a balanced view on the Law and Rules in relation to the STTM, and the development of the STTM procedures.

In particular, the MEU was successful in ensuring:

· The principles behind the supply of contingency gas were maintained

· The market settings are a reasonable balance between risk and cost

· The Market Operator Service (MOS) principles were retained balancing risk and cost

· The changes needed to the existing markets in SA and NSW did not increase end user risks and costs

· The penalties for being out-of-balance in gas use were sufficiently strong to provide good signals but not so excessive as to unnecessarily increase costs to all

· The Rules and Procedures as written reflect the design principles agreed

· Reports are published to assist Participants understand their exposures to the STTM   

· Liaison with designers to bring up issues experienced by members currently re-negotiating long-term gas contracts.

MEU Outcomes achieved

The MEU considers that it has achieved the outcomes it set itself and provided considerable input and effect to consumer needs in relation to the STTM development.
The MEU intends to continue its involvement in this project after February 2010 as the Rules and Procedures will have to be reviewed (and modified if necessary) to incorporate the learning developed as the gas market trials are implemented.  
The MEU will continue its involvement in the development of the STTM until market starts in June 2010.
Costs for the Project

The MEU was involved in 9 formal meetings during the period, and as these meetings included preparation the cost per meeting is assessed at $1000/meeting. 
Additionally there were a number of informal meetings and discussions addressing a specific issue where an end user contracting with a producer to deliver to the hub could be commercially disadvantaged. This issue is still be be resolved and further meetings and discussion are expected in order to resolve the issue.

The MEU therefore incurred costs from its consultants for the project totalling $9,000 for meetings and further costs addressing the specific issue.

Including both this and the earlier period, the CAP will have contributed $18,000 to this project and the MEU has incurred at least $21,000 ($14,000 last invoice and $9,000 this invoice. The MEU will incur further costs during the period February to June 2010. 
This means that the CAP contribution is less than 80% of the project cost for the total term of this project.
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