Santos
GLNG

30 April 2018

Gas Market Reform Group
c/o Australian Energy Market Commission

PO Box A2449
Sydney South NSW 1235

(via email: enquiries@gmrg.coagenergycouncil.gov.au)

RE: Capacity Trading Reform Package: Draft legal and regulatory framework (National
Gas Law, National Gas Rules, Regulations and Code) — Consultation Paper

GLNG Operations Pty Ltd (GLNG) welcomes the opportunity to provide the following
submission in respect of the Capacity Trading Reform Package: Draft legal and regulatory
framework (National Gas Law, National Gas Rules, Regulations and Code) — Consultation
Paper (Draft Capacity Trading Reform) released by GMRG on 19 March 2018.

GLNG supports the rationale for the amendments to be a desire to foster the development of
a more liquid secondary capacity market and, in so doing, improve the efficiency with which
capacity is allocated and used on transportation assets operating under the contract carriage
model.

GLNG has identified potential inconsistencies in the delivery of the Draft Capacity Trading
Reform and believe these refinements remain aligned with the intent of the reform package.

1 Exemptions from Part 23 automatic exemption from Part 24 and Part 25

GLNG considers Part 23 exemption and Part 24/25 exemptions should be linked, such that
once exemption has been achieved from Part 23 there is an automatic exemption from Part
24 and 25. This will allow for future changes to the NGR to ensure alignment across these
Parts, whilst reducing the administrative burden on both AER, AEMC, AEMO and the entities
involved plus ensuring consistency with the NGO.

2 Consistent exemption from Part 24 and Part 25 for Exempt entities

GLNG notes that the exemption criteria does not consistently apply to all parts of the Auction
and Capacity Trading Platform NGL clauses as intended in the consultation paper. NGR
clause 670 Scope of exemption limits the exemptions to the two NGL clauses 97BRT
Exemptions from obligation to register and 228B Transportation service provider to publish
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stand operational agreements, however is not applied to exempt other clauses that are
potentially left open to reporting, which is inconsistent with the consultation paper and NGOs.

The following NGL clauses should be exempt via a similar method to ensure there is clarity on
the requirements for exempt entities: 228C Formation of contracts on standard form, 228J
Preventing or hindering access to operations transportation services, and 228K Transportation
service provider providing operational transportation services must not discriminate. Similarly,
NGR clauses 636, 637, 638, 639 and 640 refer to Transportation facility rather than the Part
24 facility, hence in the current draft there potentially remains an obligation for exempt facilities
against these clauses.

If these suggestions are not applied consistently then there may be obligations imposed on
otherwise exempt entities that are contrary to the intent of the reforms to exempt transportation
facilities that do not offer third party access or only offer single user shipper access.

3 Cost allocation to Exempt Participants

Clause 135CA Development of participant fee structure 4A, now allows for fees to be charged
to exempt participants, ‘even if those costs do not involve that Registered participant. The
outcome that an exempted participant should pay a fee for costs that do not involve that
participant appears unjust and unfair.

The methodology for determining the fee structures appears unclear and it is difficult to
ascertain how fees will be distributed. GLNG contends that exempt entities should be exempt
from fees in relation to the Capacity Trading Reforms.

4 Time swaps to be considered excluded transactions

GLNG acknowledges that location swaps are considered excluded transactions from BB
capacity transaction classification. GLNG notes that similarly time swaps should also be
excluded transactions due to the nature of the transaction offering greater flexibility than a
standard transaction, hence not resembling a BB capacity transaction.

These adjustments have also been captured in the feedback form provided by the GMRG to
assist with review. GLNG considers that the amendments recommended in our submission
are consistent with National Gas Objective and the COAG Energy Council’'s Australian Gas
Market Vision. We would welcome the opportunity to discuss these recommendations ahead
of the implementation of the law, regulation and rule changes. Please contact Vanessa Taylor
from GLNG via email on Vanessa.taylor@glng.com or via telephone on (07) 3838 3009.

Yours sincerely,

Pt A

Rod Duke
Chief Executive Officer
GLNG Operations Pty Ltd
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