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5 Australian Government

g5 Department of Climate Change, Energy,
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Ms Anna Collyer

Chair

Australian Energy Market Commission
PO Box A2449

SYDNEY NSW 1235

Dear Ms Collyer

Rule change request: implementation of a Gas Projected Assessment of System Adequacy (PASA)

for the east coast gas system.

As you would be aware, on 8 December 2023, Energy Ministers agreed to progress Stage 2 of the
East Coast Gas Market Reliability and Supply Adequacy Framework (RSA framework). These reforms

build on Stage 1, which was implemented in May 2023.

The Stage 2 reforms have progressed as four separate but interrelated rule change requests. On
14 January 2025, Energy Senior Officials agreed to lodge the last of the four rule change requests.

On behalf of Energy Senior Officials, | am submitting a rule change request for the implementation of
a Gas PASA for the east coast gas system, which provides a short-term (7 day, published daily) and
medium-term (12 month, published weekly) outlook of demand, supply, and infrastructure capacity.

The Gas PASA is intended to enable market participants to respond more effectively and efficiently
when demand is forecast to exceed supply in the short and medium-term, providing participants the
opportunity to shift gas demand before the situation requires AEMO intervention.

I thank the AEMC for engaging with our officials to progress the development of the RSA Framework
and look forward to continuing our collaborative relationship in the future.

Youys sincerely,

-

'f\if

Kirsty Gowans
Acting Deputy Secretary, Department of Climate Change, Energy, Environment and Water

Acting Chair of the Energy Senior Officials Group

Z' January 2025

DCCEEW.gov.au :
John Gorton Building - King Edward Terrace, Parkes ACT 2600 Australia 1

GPO Box 3090 Canberra ACT 2601 ABN: 63 573 932 849
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Abbreviations

Term Definition

ACCC Australian Competition and Consumer Commission

AEMC Australian Energy Market Commission

AEMO Australian Energy Market Operator

AER Australian Energy Regulator

Bulletin Board or BB Gas Bulletin Board

BB supply facilities Used to jointly refer to facilities that can be used to supply covered gas and that meet the

Bulletin Board reporting threshold (i.e. facilities with a nameplate rating > 10 TJ/day),
including BB production facilities, BB storage facilities and LNG import facilities.

BB supply and Used to jointly refer to facilities involved in the supply and delivery of covered gas and that
infrastructure facilities meet the Bulletin Board reporting threshold, including BB production facilities, LNG import
facilities, BB pipelines, BB compression facilities and BB storage facilities.

c&l Commercial and industrial

DTS Declared Transmission System in Victoria
DWGM Declared Wholesale Gas Market

ECGS East Coast Gas System

ESOO Electricity Statement of Opportunities

GJ Gigajoules

GPG Gas powered generator

GSH Gas Supply Hub

GSOO0 Gas Statement of Opportunities

LNG Liquefied natural gas

LR Low reserve

LOR Lack of reserve

MJA Marsden Jacob Associates

MT Medium term

NEM National Electricity Market

NER National Electricity Rules

NGERAC National Gas Emergency Response Advisory Committee
NGL National Gas Law

NGO National Gas Objective

NGR National Gas Rules

Northern jurisdictions Used to jointly refer to the NT and Queensland.
PASA Projected assessment of system adequacy
PJ Petajoules

Regulations National Gas (South Australia) Regulations
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Term

Relevant entity

RERT

RSA

SoLR

ST

STTM

Southern jurisdictions
T)

VGPR
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Definition
Defined in s 91AF(8) of the NGL to mean the following (excluding small customers):
(a) a Registered participant;
(b) an exempted participant;
(c) a producer who injects gas into the east coast gas system;
(d) a person who buys or sells gas in the east coast gas system;
(e) a GPG;
(f) a storage provider whose facility is connected to the east coast gas system;

(g) a person who provides pipeline, transport, compression or other related services in, into
or out of the east coast gas system;

(h) a person specified as such in the NGR.

Reliability and emergency reserve trader (tool used in the NEM)
Reliability and supply adequacy

Supplier of last resort

Short term

Short Term Trading Market in Adelaide, Brisbane and Sydney
Used to jointly refer to the ACT, NSW, SA, Victoria and Tasmania.
Terajoules

Victorian Gas Planning Report
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1 Introduction

On 8 December 2023, Energy Ministers agreed to progress Stage 2 of the reforms to the east coast gas
system reliability and supply adequacy framework (RSA framework) through the Australian Energy Market
Commission’s (AEMC) standard rule change request process.*

The proposed reforms, which are the subject of four separate but interrelated rule change requests, are
intended to build on and supplement those elements of the RSA framework that were implemented in May
2023 as part of Stage 1 of the RSA framework development. The four rule change requests are:

1. the Extension of the Bulletin Board Medium Term Capacity Reporting Requirements for Planned
Supply & Delivery Infrastructure Closures rule change request

2. the Reliability Standard & Associated Settings rule change request
3. the Supplier of Last Resort (SoLR) Mechanism rule change request

4. the Projected Assessment of System Adequacy (PASA) rule change request.

This rule change request, which is the last of the requests listed above, relates to the proposed
implementation of a short term (ST) and medium term (MT) PASA for the east coast gas system.

Further detail on why Energy Ministers agreed to implement the RSA framework is provided below, along
with an overview of the proposed ST and MT PASA, the changes that would need to be made to the rules to
implement this mechanism, how those changes would contribute to the National Gas Objective (NGO) and
the AEMC’s power to make the proposed rule.

1.1 Why Energy Ministers agreed to implement an RSA framework

On 12 August 2022, Energy Ministers directed jurisdictional energy officials (Officials) to develop and
progress a package of reforms, including an RSA framework that could be used to identify and respond to
reliability and supply adequacy threats and better manage periods of volatility.? The direction was
prompted by both:

e the significant challenges experienced in the east coast in 2022, which highlighted the growing
susceptibility of the east coast gas system to reliability and supply adequacy threats (see Box 1.1) and
inadequacy of the tools to monitor, communicate and manage the threats outside Victoria?

e analysis by the Australian Competition and Consumer Commission (ACCC) and Australian Energy
Market Operator (AEMO), which indicated that conditions could deteriorate further in winter 2023,
particularly in southern jurisdictions (i.e. the ACT, NSW, SA, Tasmania and Victoria).*

Given the risks identified by the ACCC and AEMO, Energy Ministers agreed to prioritise, as a matter of
urgency, those framework elements required to enable AEMO to manage any potential supply shortfalls in
2023, while work was undertaken on other framework elements.>

1 See Energy and Climate Change Ministerial Council website.

2 Energy Ministers, Priority reforms for a more secure, resilient and flexible east coast gas market, 12 August 2022.

3 As market and system operator in the Declared Wholesale Gas Market (DWGM), AEMO has a number of functions and powers that it
does not have in other jurisdictions, including the ability to issue directions to address threats to system security if it considers the
threat is unlikely to subside without intervention.

4 ACCC, Gas Inquiry interim report, July 2022 and AEMO, Gas Supply and System Adequacy Risks, July 2022.

5 Energy Ministers, Priority reforms for a more secure, resilient and flexible east coast gas market, 12 August 2022, p. 2.
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Box 1.1: Reliability and supply adequacy risks facing the east coast gas system

As the demand-supply balance in the east coast gas system has tightened over the last five years, it has
become more susceptible to reliability and supply adequacy risks.

This susceptibility was evident in winter 2022, when higher than expected demand for gas (particularly from
gas powered generators (GPG)) and lower than expected production, contributed to a significant amount of
volatility in the market. This in turn triggered a chain of events that had a range of adverse effects on gas
users and the market more generally. Prices in the facilitated gas markets, for example, reached record
highs, with administered price caps also triggered in some markets.® One retailer also collapsed, which led to
retailer of last resort arrangements being triggered in some jurisdictions.

The challenges experienced in winter 2022 highlighted the significant difficulties associated with maintaining
reliability and supply adequacy in the east coast gas system and the inadequacy of the tools available to
monitor, communicate and manage such threats outside Victoria.

It also highlighted the growing interrelationship between the east coast gas system and the National
Electricity Market (NEM), which together with the energy market transition, has heightened the reliability
and supply adequacy risks facing the market.

These reliability and supply adequacy risks are evident in the gas supply and demand forecasts prepared by
both the ACCC and AEMO. For example, in its most recent Gas Inquiry interim report published in December
2023, the ACCC noted the potential for southern jurisdictions to:’

“..dip into a shortfall from 2024, and remain in a finely balanced surplus between 2025 and 2026 before
declining into a shortfall from 2027 onwards”.

AEMO has pointed to similar risks in southern jurisdictions in its latest Gas Statement of Opportunities
(GSOO0), noting that if extreme winter weather conditions coincide with a high need for GPG in the NEM,
peak day supply shortfalls could arise on some winter days in 2025,% with the potential for small seasonal
supply gaps to also emerge in 2026 and 2027:°
“...gas shortfall risks are forecast to emerge on some days in winter 2025 under extreme peak day demand
conditions.... From 2026 the southern supply-demand balance continues to tighten, and pipeline infrastructure
becomes less able to deliver the volumes of gas required under extreme conditions, increasing the risks to peak
day adequacy on the most extreme demand days. As Gippsland supply continues to decline and production
facilities at the Longford Gas Plant are decommissioned, southern regions will be exposed to increased risk if
unscheduled interruptions occur due to the reduced supply resilience in the southern region.”

In its latest GSOO, AEMO has also pointed to the increasing risk posed by GPG demand, with its latest
projections suggesting peak day GPG gas demand could be close to three times higher in 10 years’ time and
annual gas demand 1.5 times higher. The projections also suggest GPG demand will transition from summer
to winter peaking, coincident with residential gas heating demand.° This is expected to occur against a
backdrop of reduced system resilience, ! particularly in the south with the Longford facility (historically the
largest source of supply in the south), to move from three to two gas plants from winter 2024.%2

These projections bring to the fore both the:

° increasing exposure of the east coast gas system to NEM driven events, which is primarily being driven
by the changing role GPG is expected to play in the NEM as part of the energy transition®?

Administered price caps were triggered in the Sydney and Brisbane STTMs and the DWGM.

ACCC, Gas inquiry December 2023 interim report, 15 December 2023, p. 44.

AEMO, GSOO, March 2024, p. 4.

ibid, pp. 4-5 and 9.

ibid, Figure 2.

The term system resilience is used to refer to the ability of the system to limit the extent, severity and duration of any reliability or
supply adequacy event.

AEMO, GSOO, March 2024, pp. 4-5 and 9.

GPG is, for example, expected to provide firming services to support variable renewable energy generation, the need for which is
greater in winter. It is also expected to fill the gap left by an ageing coal generation fleet and the delayed development of new
generation capacity.
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° limited resilience in the east coast gas system to respond to unexpected demand or supply shocks, such
as coincident peaks in residential and GPG demand, or failure of key infrastructure.

As the ACCC and AEMO have both observed, additional supply from LNG exporters could help reduce the
threats facing the southern jurisdictions over the short- to medium- term. However, the tightness of the
demand-supply balance, coupled with reduced system resilience and the increasing interrelationship with
the NEM, means the southern jurisdictions will remain exposed to peak day shortfall risks for some time.

This risk is expected to be greatest during the winter period (i.e. 1 May—30 September) in southern
jurisdictions, due to insufficient inter-seasonal storage and peak deliverability capacity (jointly referred to as
‘winter deliverability shortfalls’. The term ‘winter deliverability’ is used in this context to refer to both:

e the amount of gas available to be supplied over the winter period from production facilities, LNG
import terminals (if any are developed) and storage facilities

e the capacity of infrastructure used in the supply of gas to end-users (e.g. production, storage, pipeline
and compression capacity (plus blend processing and/or LNG import facilities if any are developed)).

In a report prepared by Marsden Jacobs Associates (MJA) as part of the Stage 2 consultation process, MJA
noted that while there is currently sufficient physical supply, more inter-seasonal storage and peak
deliverability capacity is required in southern jurisdictions from 2023 to counter:

e the reduction in the Longford processing plant’s capacity

e theincreasing reliance on coal seam gas from Queensland, which offers less volume flexibility and
takes considerably longer to transport to the southern jurisdictions

e the increasing risk of coincidental winter peaks in GPG and residential demand.

Without this, MJA noted that the conditions experienced in winter 2022 could recur with increasing
frequency and severity.!*

Setting the winter deliverability threats aside, both the ACCC and AEMO are projecting that from 2028 the
east coast gas system could experience more structural shortfalls in supply, with forecast domestic gas
production projected to be insufficient to meet demand.*”

Although it is possible that jurisdictional policies to encourage energy efficiency and electrification® could
reduce the scale of the projected supply shortfall, natural gas supply is expected to decline faster than
demand.” There is also likely to be a range of gas users that will find it difficult to transition to alternative
energy sources, including commercial and industrial users that use gas as a feedstock, or for high heat
applications.

While historically, market participants have responded well to the investment signals provided by these
types of projections, stakeholder interviews undertaken by MJA as part of the Stage 2 consultation process
suggest they are more reluctant to do so now.® MJA identified a number of potential reasons for this,
including information asymmetries, free rider and market power issues, market participants not facing the
full economic costs of shortfalls, investment constraints and/or coordination failures.*®* MJA also noted that
the reluctance may be a rational response to evolving and uncertain future conditions, where gas demand
and supply needs to reduce to meet climate objectives.

Appendix A provides further detail on the factors contributing to the reliability and supply adequacy risks
facing the east coast gas system.

MJA, Adequacy of Gas Supply: Factors impacting retailer and generator contracting, March 2023, p. 7.
ACCC, Gas inquiry December 2023 interim report, 15 December 2023, p. 44 and AEMO, 2024 GSOO, March 2024, p. 4.
These policies include the ACT Government’s Powering Canberra policy, which provides for the phasing out of natural gas use in

Canberra by 2045 and includes a ban on new gas connections (see here). The Victorian Government’s Gas Substitution Roadmap, which

also includes a ban on new residential gas connections from 1 January 2024,

AEMO, GSOO, March 2024.

MJA, Adequacy of Gas Supply: Factors impacting retailer and generator contracting, March 2023.
ibid, pp. 59-61.
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In keeping with Energy Ministers’ direction and prioritisation, Officials have worked on the development of
the RSA framework in two stages:

e  Stage 1, which came into effect on 4 May 2023, focused on expanding AEMQ’s east coast gas system
functions under the National Gas Law (NGL) and National Gas Rules (NGR) to be enable it to:?°

— monitor and communicate threats to the reliability or adequacy of supply

— respond to any such threats by using its new directions and/or trading functions if AEMO is of the
opinion that it is necessary to prevent, reduce or mitigate the threat.

e  Stage 2, which is the subject of the four rule change requests set out above, has focused on those
framework elements that are required to facilitate more timely and efficient market-led responses
and to guide and frame how AEMO is to utilise its new functions.

Stage 2 of the RSA framework development

In June 2023, Officials released a consultation paper on the Stage 2 framework elements and undertook
extensive stakeholder engagement, which included workshops and a number of meetings over a six-week
period. In total, 27 submissions were received from stakeholders with interests across the gas supply chain,
including producers, pipeline and storage facility operators, GPGs, retailers, gas users, other peak bodies,
the Australian Energy Regulator (AER), and the ACCC.?!

Informed by the feedback provided by stakeholders, Energy Ministers agreed on 8 December 2023 to
progress the following measures as part of Stage 2 of the RSA framework development:

(1) A reliability standard that can be used to objectively identify reliability and supply adequacy threats
and guide responses to such threats.

(2) Additional monitoring and communication tools that can be used to support more timely and efficient
responses by market participants to any arising threats, including—

(a) aSTand MT PASA
(b) an advance notice of closure requirement for gas supply and delivery infrastructure??
(c) an objective threat signalling mechanism.

(3) Additional reliability and supply adequacy management tools, including a supplier of last resort and
administered demand response mechanism (jointly referred to as a ‘SoLR mechanism’), that will
leverage AEMO’s existing trading function in s. 91AD(1)(f) of the NGL and enable it to manage any
threats that are not addressed by the market more effectively.

(4) Improved alignment of the RSA framework with the GSOO and Victorian Gas Planning Report (VGPR)
and, where appropriate, the NEM forecasting tools.

Together with the Stage 1 framework elements and existing mechanisms, the Stage 2 measures are
expected to enhance the timeliness and efficiency with which market participants can respond to reliability
and supply adequacy threats and only require AEMO to intervene as a last resort. They are expected to do
so, by:

e  providing market participants with greater visibility over intra-year reliability and supply adequacy (i.e.
through the PASA) and allowing threats to be more objectively identified and communicated, which

20 Further detail on Stage 1 of the RSA framework development can be found on the Energy and Climate Change Ministerial Council
website.

21 Further detail on Stage 2 of the RSA framework development and the public submissions that were received in response to the
consultation paper can be found on the Energy and Climate Change Ministerial Council website.

22 This has since been renamed ‘Extension of Bulletin Board medium-term capacity reporting requirements for planned supply and
delivery infrastructure closures’, to better reflect the proposed obligations.
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together will mean participants have a greater opportunity to respond to any such threats and
potentially reduce or obviate the need for AEMO to use its last resort RSA management tools

operating in a transparent and predictable manner through clear objectives, rules and guidance for
AEMO, market participants and other market bodies, and

providing an appropriate level of accountability for AEMO when exercising its reliability and supply
adequacy functions.

Rule change requests

Figure 1.1 provides an overview of how the Stage 2 measures are intended to fit within the broader RSA

framework. It also identifies the rule change requests that each of these measures form part of, with:

the Extension of the Bulletin Board Medium Term Capacity Reporting Requirements for Planned
Supply & Delivery Infrastructure Closures rule change request focusing on measure 2(b)

the Reliability Standard & Associated Settings rule change request focusing on measures 1, 2(c) and 4
the Supplier of Last Resort Mechanism rule change request focusing on measure 3

the PASA rule change request focusing on measure 2(a).

While the Stage 2 measures are being dealt with in separate rule change requests, it is important to

recognise that they are interrelated and will function most effectively if implemented as an integrated

whole (although some staging may be possible). It is critical therefore that when considering any potential

changes to the proposed rule changes, that consideration is also given to the impact this could have on the

other rule change requests.

Pending the outcome of the AEMC's rule change process, the reforms provided for in these rule changes

could be progressively implemented between 2025 and 2026.
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Figure 1.1: Proposed RSA Framework

Facilitated market
price settings

Monitoring &
communication of
threats

AEMO RSA
management tools
(can be triggered if

market fails to
respond)

Jurisdictional
emergency
rrangements

Accountability
measures

Notes:

Reliability Standard: Objective standard that reflects an appropriate balance between the costs associated with providing higher levels of reliability vs costs of interruption (with
balance based on value gas users place on reliability).

]_

Market price cap, price floor, cumulative price threshold & adi
while also incentivising sufficientinvestment in supply, deliverability capacity and demand response to meet the reliability standard.

d price caps. In principle, these settings should be set at levels that protect market participants financially

Forecast horizon

)

To be modified to include reliability forecast to enable identification of potential breaches of reliability standard.

[GSOO: AEMO report assessing adequacy of supply and infrastructure to meet demand over 10-20 year horizon + signal potential shortfalls & system constraints.

v VGPR: AEMO report assessing adequacy of supply and DTS capacity over a 5-year horizon.
- To be modified to include a reliability forecast to enable identification of potential breaches of the reliability standard.

to be any breaches of the reliability standard over the outlook period.

[NIT PASA: To be carried out by AEMO and provide a rolling 12 month assessment of adequacy of supply and infrastructure to meet demand and if there are likely

communicate threats

7-days [ST PASA: To be carried out by AEMO and provide a rolling 7 day assessmentof adequacy of supply and infrastructure capacity reserve to meet demand.

Forecasting tools used to monitor &

[Bulletln Board: Short -medium term market and system information. To be modified to require operators to notify market of planned supply & delivery infrastructure closures.

) A B

(N
————————————————————————————————

5 'GSAR Conferences: AEMO can convene a conference with industry participants to assess whether there is a threat, signal the need for a response & obtain info on threat.

2

2 £ | [Risk or threat notices: AEMO must, as soon as reasonably practicable, publish a notice if it identifies an actual or potential risk/threat that meets or exceeds threat levels.

é £ (To be modified to implement the objective threat signalling mechanism.

S

o EJWGM threat to system security notices: AEMO mustissue a notice withoutdelay if it believes there is a threat to system security. ]
S
—

East coast SoLR tool: New tool that will build on AEMO's existing trading tool by allowing it to establish and use a reserve of demand response, gas, transportation and/or
storage services to address forecast breaches of the reliability standard in the east coast gas system.

S
)

East coast
wide tools

mitigate an actual or potential threat to the reliability or adequacy of the supply of gas within the east coast gas system.

[East coast directions tool: (2. New tool that allows AEMO to direct relevant entities to take certain actions” where it is of the opinion that it is necessary to prevent, reduce or

)

pre-established contingency gas bid or offer stack.

STTM Contingency Gas Mechanism: Can be triggered on a gas day if AEMO identifies a physical imbalance or operational requirement in an STTM that cannot be resolved
through standard STTM mechanisms. If triggered, AEMO can convene an industry conference and If that fails to address the threat, it can schedule contingency gas from a

[ Market specific tools ] {

buyer and supplier of last resort tool), or issuing a direction under section 91BC of the NGL. Note that AEMO also has a trading tool under s. 91BA(2) of the NGL.

DWGM intervention power: Allows AEMO to intervene in the DWGM by taking any measures it believes are reasonable and necessary, if it reasonably considers a threat to
system security is unlikely to subside without intervention. This may involve (without limitation) injecting gas from its LNG reserve (established through the Dandencng LNG

Jurisdictional powers: Each jurisdiction has its own emergency powers that can be exercised by a Minister or agency in an emergency. Jurisdictions have also developed National
Gas Emergency Response Protocol and the National Gas Emergency Response Advisory Committee to facilitate consistent mgt of emergencies extending beyond a single jurisdiction.

{Easl coast intervention reports: AEMO must publish a post-intervention report if it exercises its directions or SoLR mechanism.

[Repnrting to Energy Ministers: AEMO must report to Energy Ministers annually on the performance of its functions.

[DWGM intervention reports: AEMO must publish a report if it intervenes, there is an emergency or an event. AEMO must also publish reports for DLNG activities.

)
)
)

(a) The NGL identifies a number of potential directions that may be made, but notes that this list does not limit AEMO's directions power. The potential directions identified in the NGL include: (i) the operation, maintenance or use of any equipment or
installation; (ii) the control of the flow of gas; (iii) any other matter that may affect the reliability or adequacy of the supply of gas. The NGR also states that AEMO must not give a direction in relation to natural gas owned or controlled by a relevant entity
that exports LNG that is long-term contract gas within the meaning of the Customs (Prohibited Exports) Regulations 1958 (Commonwealth).

=
°
=
=

plepuels A
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1.2 Focus of this rule change request

This is the last of the four rule change requests to be submitted to the AEMC and relates to the proposed
implementation of an east coast gas system ST and MT PASA.

Why is the rule change required?

To be able to respond to reliability or supply adequacy threats in a timely and efficient manner, market
participants require visibility of whether there is expected to be sufficient supply and infrastructure
capacity to meet forecast demand over the short, medium and longer term.

Although the GSOO and VGPR provide for this visibility over the longer term, none of the monitoring and
communication tools in the east coast gas system currently provide for the publication of a regular or
systematic intra-year assessment of the reliability and adequacy of supply.?? This differs from the NEM,
where AEMO is required to publish both an ST and MT PASA so that NEM participants have access to
regular information on power system security and the reliability and adequacy of electricity supply and the
infrastructure used in the supply of electricity.

While the east coast gas system has operated without a PASA to date, the tightening demand-supply
balance, together with the energy transition and increasing interrelationship with the NEM, is expected to
result in the east coast gas system becoming more exposed to intra-year reliability and supply adequacy
threats (see Box 1.1).

There is a greater risk therefore that supply interruptions may occur unexpectedly within the year and that
without a regular and systematic intra-year assessment of reliability and supply adequacy market
participants will be unable to respond in a timely, informed and efficient manner to threats that do arise.
That is, by reducing demand, increasing supply, altering infrastructure maintenance plans and/or taking any
other actions that could be taken to alleviate reliability or supply adequacy threats.

The inability of market participants to respond in this manner could have a range of adverse effects on the
east coast gas system and gas consumers, more generally. It could, for instance, result in:

e inefficient decisions being made by market participants about demand, supply and the operation and
use of infrastructure involved in the supply of gas

e increased volatility across the east coast gas system and within the facilitated markets when threats do
arise, similar to what was observed in 2022

e greater reliance having to be placed on AEMO to address threats that arise, through the use of more
interventionist, less efficient and potentially less effective tools, such as directions to curtail demand.

In addition to impeding market participant decision-making, the lack of a regular and systematic intra-year
assessment of reliability and supply adequacy in the east coast gas system could hinder the ability of
AEMO, policy makers, jurisdictional Ministers and the National Gas Emergency Response Advisory
Committee (NGERAC) to respond to any threats or emergencies that do arise.

Put simply, the absence of a regular and systematic intra-year assessment of reliability and supply
adequacy could adversely affect the efficiency with which gas, infrastructure services and other resources
are allocated, the costs of which would ultimately be borne by gas consumers.

As part of the Stage 2 consultation process, stakeholders were asked whether they thought there was value
in implementing a PASA. In short, the majority of stakeholders supported the implementation of an east

23 Note that while the Stage 1 reforms provided for AEMO to monitor reliability and supply adequacy on an intra-year basis, it is not currently
required to publish its monitoring results.
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coast gas system ST and MT PASA, but a large number did note the importance of avoiding or limiting the
imposition of any new reporting obligations on participants.

Given the feedback provided by stakeholders, Energy Ministers agreed to ask AEMO to undertake an
internal assessment of what would be required to produce an east coast gas system ST and MT PASA. In
undertaking this assessment, AEMO was asked to:?*

e  Look for opportunities to reduce or minimise the reporting burden on market participants, by
reviewing the information currently available to it through the Bulletin Board, GSOO, VGPR, Part 27,
STTM, DWGM, NEM and other sources and considering whether:

— this information could be relied upon to develop a robust ST and MT PASA

— there were any accuracy, quality or other deficiencies in this information that would need to be
addressed so it could be relied upon for the ST or MT PASA

— there were any overlaps or duplication in the existing disclosure obligations in the NGR that could
be removed to reduce the reporting burden on market participants

— there were any potential confidentiality issues for the use of the information in a published PASA.

e Investigate what would be required for AEMO to develop its own demand forecasts for the PASA, as a
potential further means to reduce the reporting burden on market participants.

e  Assess AEMO’s capacity to use the ST and MT PASA to identify short to medium term threats to the
reliability or adequacy of supply.

e  Consider the appropriate outlook period, publication frequency, regions and any other
methodological or other matters relevant to the production of an east coast gas system PASA.

The results of AEMO’s assessment, which have been used to inform the proposed rule change, are set out
in a report entitled “Developing a projected assessment of system adequacy (PASA) for the east coast gas
system”, which is set out in Attachment A. For ease of reference, this report is referred to as AEMQO’s
“feasibility assessment” in this rule change request.

Further detail on the problems that have been identified with the information currently available to
support timely and efficient decision-making and market-led responses to intra-year reliability or supply
adequacy threats can be found in section 2.

How was the proposed design of the ST and MT PASA developed?

The design of the proposed ST and MT PASA, which forms the basis for this rule change request, has been
developed having regard to:

e the guiding principles that were established for the RSA framework (Box 1.2)

e the feedback that stakeholders provided in response to the Stage 2 consultation process

e theresults of AEMOQ’s internal assessment of what would be required to produce and east coast gas
system ST and MT PASA (see Attachment A)

e the information currently available to AEMO on the east coast gas system (see Appendix B)
e the design of the PASA in the NEM (see Appendix C).
It is worth noting that while consideration has been given to the design of the PASA in the NEM, there are a

number of important differences between the east coast gas system and NEM. The proposed design of
the east coast gas system PASA is not therefore intended to simply replicate what applies in the NEM.

24 AEMO was asked to undertake this assessment under s. 91C of the NGL on 29 April 2024
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Rather, it is intended to reflect the physical and operational characteristics of gas supply, and the market,
regulatory and governance arrangements used in the east coast gas systems, all of which differ from what
applies in the NEM. Further detail on these differences can be found in Box A.2 in Appendix A.

Box 1.2: Guiding principles for RSA framework

In keeping with the NGO, the RSA framework should be designed:

To promote efficient investment in, and efficient operation and use of, covered gas services for the long-term
interests of consumers of covered gas with respect to:

(a) price, quality, safety, reliability and security of supply of covered gas; and
(b) the achievement of targets set by a participating jurisdiction —
(i)  for reducing Australia’s greenhouse gas emissions; or
(ii) that are likely to contribute to reducing Australia’s greenhouse gas emissions.

The framework should also recognise that a market-led response will generally result in a more efficient outcome
than intervention by AEMO. The framework should therefore only require AEMO to intervene as a last resort and
encourage timely and efficient market responses by:

° providing market participants with greater visibility of the reliability and adequacy of supply over the short,
medium and longer term, allowing threats to be objectively identified and communicated in a timely manner

° operating in a transparent and predictable manner through the adoption of clear objectives, rules and
guidance for market participants and market bodies, and an appropriate level of accountability for AEMO.

Consistent with best practice regulation, the framework should also be:
° targeted, fit for purpose and proportionate to the issues it is intended to address
° as simple and well-integrated with existing market and regulatory arrangements as possible

° designed in a way that minimises administrative burdens and compliance costs

° flexible enough to adjust to changing market conditions.

What is the proposed design of the ST and MT PASA?

The proposed ST and MT PASA are intended to support:

e more timely, informed and efficient decision making by market participants, AEMO and policy makers
about the provision and use of gas and infrastructure services and infrastructure outages over the
short to medium term

e market-led responses to any reliability or supply adequacy threats that may arise over the short to
medium term.

That is, by providing for the publication of a regular and systematic intra-year assessment of the:

(a) adequacy of supply and the infrastructure used in the supply of gas to meet demand, and

(b) information on any potential threats to the reliability or adequacy of supply in the east coast gas
system or regions within this system.

The proposed design of the ST and MT PASA is depicted in Figure 1.2. As it shows, under the proposed

design AEMO would be responsible for preparing and publishing both:

e An ST PASA, which would be published daily and provide for a rolling 7-day outlook of demand, supply
and infrastructure capacity, as well as any actual or potential risks or threats to the reliability or
adequacy of supply for the east coast gas system and each region specified in the East Coast Gas
System (ECGS) Procedures.

e An MT PASA, which would be published weekly and provide for a rolling 12-month outlook of demand
and supply and infrastructure capacity for the east coast gas system and each region specified in the
ECGS Procedures. Depending on the outcome of the Reliability Standard & Associated Settings rule
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change, the MT PASA could also include a reliability forecast that includes AEMQ’s assessment of
whether or not the reliability standard is likely to be breached.

Figure 1.2: Key elements of the proposed ST and MT PASA

The purpose of the PASA is to make information relating to the reliability and adequacy of the supply of covered gas within the east coastgas

Pu rpose foli system available to PASA users up to 1 year in advance to facilitate informed and efficient decisions about:
PASA (a) the provision and use of covered gas and covered gas services within the east coast gas system
(b) responses to an actual or potential threat to the reliability or adequacy of the supply of covered gas within the east coast gas system.
PASAtype M | MT PASA
| Qutlook period | [ Roling 7-day outlook with daily resolution (gas days Dto D+6) | | Rolling 12-month outlook (gas weeks W+1 to W+51) |

Publication & | | Daily publication ] Weekly publication |
updates AEMO can publish updates if it becomes aware of new information that would result in a material change in its assessment

Information

| AEMO responsible for developing ST PASA inputs using information

| AEMO responsible for developing MT PASA inputs using information

< requi from Parts 18-20 of the NGR and AEMO NEM functions. from Parts 15D and 18 of the NGR and AEMO NEM functions.
w0
E AEM(_) responsible for publishing a roling 7-day ouuo_ok ofme_ _ AEMO responsible for publishing a roling 12-month outlook of the
= following for the east coast gas system and each region specified in following for the east coast gas system and for each region specified
o the ECGS Procedures: in the ECGS Procedures:
S’) = the forecastdemand for gas, including the assumed GPG demand = the forecastdemand for gas, including the assumed GPG demand
g = the forecastsupply of gas = the aggregate capacity of BB supply facilities
o » the aggregate capacity of BB supply faciliies = the forecast capacity of BB supply & infrastructure faciliies and any
= any reductions in the capacity of BB supply and infrastructure reductions in the capacity that may affectthe volume of gas supplied
facilties that may affectthe volume of gas supplied = a reliability forecast(incl. information on the size, timing, duration and
= actual or potential risks or threats to reliability or adequacy of supply location of any forecast breaches of the reliability standard)®
= any other information specified by AEMO in the ECGS Procedures. = any other information specified by AEMO in the ECGS Procedures.

The manner and form in which this information is to be reported and the timetable for reporting is to be set out in the ECGS Procedures.

The modelling processes and methodologies to prepare inputs and outputs to be determined by AEMO and set out in ECGS Procedures.

* This is contingent on the Reliability Standard & Associated Settings rule change request being made.

In developing the proposed design of the ST and MT PASA, care has been taken to strike an appropriate
balance between providing the intra-year visibility required to meet the stated purpose of the PASA and
minimising the reporting burden for market participants. That is, by utilising the information that is already
available to AEMO under the NGR and through the performance of its NEM functions and only extending
the obligations where it is necessary to do so.

AEMO's feasibility assessment has been instructive in this regard, with AEMO finding that it could largely
rely on the information available to it, albeit with some changes required to address the data quality and
other deficiencies it has identified. Through its feasibility assessment, AEMO also identified a number of
opportunities to reduce the reporting burden on market participants, including by removing some existing
reporting obligations from the NGR.

Further detail on the proposed design of the ST PASA and MT PASA mechanism is provided in section 3,
while Attachment A sets out the results of AEMOQ’s feasibility assessment.

What changes would need to be made to the NGR to give effect to the proposed ST and MT PASA?
To give effect to the proposed ST and MT PASA, changes would primarily need to be made to Parts 15B, 18-
20 and 27 of the NGR. Transitional rules in Schedule 1 of the NGR would also be required.

Changes would also need to be made to AEMOQ’s ECGS Procedures and Bulletin Board (BB) Procedures.

Further detail on the changes that would need to be made to the NGR to implement the proposed ST and
MT PASA is provided in section 4.

Reliance of other rule change requests on this rule change

As the preceding discussion highlights, there are a number of important interlinkages between this rule
change request and the Reliability Standard and Associated Settings and Supplier of Last Resort rule change
requests. For instance:
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e the proposed design of the MT PASA assumes that there is a reliability standard and reliability
forecasting framework in place that can be used to guide and inform the reliability and supply
adequacy assessment in the MT PASA, both of which are provided for in the proposed Reliability
Standard and Associated Settings rule change

e the proposed Reliability Standard and Associated Settings rule change provides for AEMO to convene
gas supply and reliability conferences and/or to issue risk or threat notices if it identifies any reliability
or supply adequacy threats through an ST and/or MT PASA

e the proposed Supplier of Last Resort rule change provides for the PASA to act as a trigger for the use of
the SoLR tool if AEMO identifies a reliability or supply adequacy threat that the market fails to address.

This underscores the importance of considering the rule changes as a joint package.

If for some reason, the AEMC decides not to implement the reliability standard, further consideration
would need to be given to the impact on the proposed PASA rule change. Similarly, if the AEMC delays the
implementation of the reliability standard, it would need to consider what, if any, additional transitional
arrangements may be required for the proposed PASA.

How is the proposed rule change expected to contribute to the NGO?

The proposed rule change is expected to contribute to the NGO by:

e  maintaining or improving the reliability and security of supply of gas, and

e  promoting efficient investment in and the efficient operation and use of gas services

both of which are in the long term interests of consumers of covered gas in the east coast gas system.
Consistent with best practice regulation, the proposed ST and MT PASA are also intended to provide for
predictability, stability, transparency and accountability and to be:

e  targeted, fit for purpose and proportionate to the issues it is intended to address

e assimple and well-integrated with existing market and regulatory arrangements as possible

e  designed in a way that minimises administrative burdens and compliance costs

o flexible enough to adjust to changing market conditions.

Further detail on how the proposed rule change is expected to contribute to the NGO is provided in section
5, while section 6 sets out its expected benefits, costs and potential impacts on affected parties.

1.3 AEMC’s power to make the proposed rule

A number of the powers that the AEMC will require to make the proposed rules were implemented in
Stage 1 of the RSA framework development and are set out in sections 74, 91AD(5) and 91AG, and
Schedule 1 of the NGL. Of particular relevance to this rule change request are:

e  Section 74(1) of the NGL, which allows the AEMC to make rules for, or with respect to:
— AEMO's east coast gas system reliability and supply adequacy functions (s. 74(1)(ac))
— the regulation of:

o the reliability or adequacy of the supply of covered gas within the east coast gas system
(s. 74(1)(a)(viia))

o the collection, use, disclosure, copying, recording, management and publication of information
in relation to the covered gas industry (s. 74(1)(a)(iii))
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o AEMO’s declared system functions and the operation of a declared wholesale gas market (s
74(1)(a)(v))

o AEMOQ’s STTM functions and the operation of a short term trading market of an adoptive
jurisdiction (s 74(1)(a)(va)).

e  Section 91AD(5) of the NGL, which states that the Rules may specify the matters that AEMO may or
must consider in determining there is or is not an actual or potential threat to the reliability or

adequacy of the supply of covered gas within the east coast gas system (s. 91AD(5)(a)).

° Section 91AG of the NGL, which states that the ECGS Procedures may deal with:

the matters specified by the Rules

any other matter relevant to AEMQ's east coast gas system reliability and supply adequacy
functions on which this Law or the Rules contemplate the making of Procedures.

e  Section 74(2) and Schedule 1 of the NGL, which allows the AEMC to make rules relating to:

the way in which AEMO must use or consider the reliability standards in the exercise of its east
coast gas system reliability and supply adequacy functions (cl. 55V)

the way in which AEMO must or, without limitation, may exercise or perform its east coast gas
system reliability and supply adequacy functions (cl. 55W)

arrangements to enable AEMO to, publicly or otherwise, signal or communicate actual or potential
threats to the reliability or adequacy of the supply of covered gas within the east coast gas system,
including the convening of conferences and requiring particular participants to attend those
conferences (cl. 55ZC)

the provision of information to AEMO in relation to its east coast gas system reliability and supply
adequacy functions, who must give AEMO the information, the circumstances in which the
information may or must be given and the way in which the information may or must be given,
including a way set out in the Procedures (cl. 55ZE)

the payment of fees and charges under s. 91E to enable AEMO to recover costs relating to its east
coast gas system reliability and supply adequacy functions (cl. 55ZD).

In accordance with s. 291(1) of the NGL, the AEMC may only make a rule if it is satisfied the rule will, or is

likely to, contribute to the achievement of the NGO. Any request for the making of such a rule must also

address the matters set out in regulation 13 of the National Gas (South Australia) Regulations

(Regulations). This includes, among other things, setting out the expected benefits and costs of the

proposed rule change and potential impacts it may have on other parties. These matters are addressed in

sections 5 and 6 of this rule change request.

1.4 Structure of this rule change request

In keeping with the rule change requirements set out in the NGL and regulation 13 of the Regulations, the

remainder of this rule change request is structured as follows:

e  Section 2 outlines the nature and scope of the problems that have been identified with the

information currently available to support timely, informed and efficient-decision making and market-

led responses to intra-year threats, the options that have been identified to address these problems

and the preferred option.

e  Section 3 provides an overview of the proposed design of the ST and MT PASA.

e  Section 4 contains a high level overview of the changes that would need to be made to the NGR to
implement the proposed ST and MT PASA.
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e  Section 5 explains how the proposed ST and MT PASA rule change will or is likely to contribute to
achieving the NGO.

e  Section 6 sets out the expected costs and benefits of the proposed ST and MT PASA rule change and
the potential impacts it may have on those parties that are likely to be affected by the rule change.

1.5 References to natural gas, covered gases and gas

The national gas regulatory framework has now been extended to hydrogen and renewable gases, with
most references to ‘natural gas’ in the NGL now changed to ‘covered gas’. The term ‘covered gas’ is defined
in the NGL as a primary gas (i.e. natural gas, hydrogen, biomethane, synthetic methane, a substance
prescribed by the Regulations or by a local regulation in a participating jurisdiction) or a blend or primary
gases.

For the purposes of this rule change request, all references to gas or natural gas can be taken to be a
reference to ‘covered gas’.
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2 Statement of issues

This section provides an overview of:

e the problems that have been identified with the information currently available to support timely and
efficient decision-making and market-led responses to intra-year reliability or supply adequacy threats

e the options that have been identified to address these problems, and

e the preferred option, which forms the basis for this proposed rule change.

2.1 Problems identified with information currently available to support
intra-year decision making by participants, AEMO and policy makers

Stage 1 of the RSA framework was fast-tracked to ensure that those framework elements required to
enable AEMO to monitor, identify, communicate and manage any risks or threats to the reliability or
adequacy of supply in the east coast gas system that may arise in 2023 were implemented, while work was
undertaken on other elements that could be implemented in Stage 2.

This included the potential development of an east coast gas system PASA that would form part of the
monitoring and communication tools available under the NGL and NGR and support more timely, informed
and efficient decision-making and market-led responses to reliability or supply adequacy threats.?>

The remainder of this section provides further detail on the deficiencies that have been identified with the
information currently available through the existing monitoring and communication tools to support such
decision-making and responses.

2.1.1 What information is currently available to market participants?

The NGL and NGR currently provide for a range of information to be published on demand, supply and the
infrastructure involved in the supply of gas to end-users through the GSOO, VGPR and Bulletin Board:

e The GSOO and VGPR are longer term forecasting and planning tools that are published by AEMO
annually in March.?® Both the GSOO and VGPR provide point in time longer term assessments of the
outlook for demand, supply and the infrastructure involved in the supply of gas, with:

— the GSOO focused on the adequacy (or otherwise) of supply and infrastructure to meet forecast
demand across the east coast gas system over a 10- to 20-year outlook period?’

— the VGPR focused on the adequacy (or otherwise) of supply and the infrastructure involved in the
supply of gas to meet forecast demand in Victoria over a 5-year outlook period.?®

The information required to prepare the GSOO is collected by AEMO through mandatory surveys
issued to market participants under Part 15D of the NGR, while the information required to prepare
the VGPR is collected by AEMO in accordance with the rules set out in Part 19 of the NGR.

e The Bulletin Board is a website operated by AEMO that market participants and other interested
parties can use to access a mix of short and medium term demand, supply, infrastructure and market
related information.?® The information published on the Bulletin Board is obtained by AEMO from
market participants in accordance with the rules set out in Part 18 of the NGR.

%5 Consultation Paper, Extension of AEMO functions and powers to manage supply adequacy in the east coast gas market, September
2022, p. 32.

%6 While the NGR only requires AEMO to publish the VGPR on a biennial basis, it has tended to publish it annually.

27 See sections 91D-91DH of the NGL and Part 15D of the NGR.

2 See section 91BA of the NGL and rules 323-326 of the NGR.

2 See Chapter 7 of the NGL and Part 18 of the NGR.
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In addition to these sources of information, AEMO and the ACCC publish the following point in time
outlooks:

e AEMO publishes a DWGM winter readiness plan, which contains demand, supply and infrastructure
forecasts for the DWGM for the impending winter. It also publishes a NEM summer readiness plan.

e The ACCC publishes a quarterly outlook for the east coast demand-supply balance in two quarters’
time,3° which is used to inform the Commonwealth Minister for Resources’ decision on whether to
trigger the Australian Domestic Gas Security Mechanism (ADGSM). The ACCC also publishes a demand-
supply outlook for the next calendar year every six months, and a 10-year outlook every 12 months.

Table 2.1 provides a summary of the information that is currently available to market participants through
these sources.

Table 2.1: Summary of information available to market participants

Publication

Published

Outlook period

Region

Outlooks for

GSO0 Annually! 10-20 years East coast v

VGPR Annually? 5 years Victoria only v
Long term Annually 10 years East coast v
outlook

ACCC Short term Biannually 1year East coast v
outlook (outlook for next year)

Quarterly Quarterly 1 quarter East coast v
outlook (outlook for Q+23)

DWGM winter readiness | Annually Winter Victoria only v
Medium term | Weekly* Rolling 24-months East coast E%
outlook
Short term Daily* Rolling 7-day outlook East coast X
outlook .

Bulletin (while there are no

Board demand forecasts on

the BB, nominated &
forecast use of BB
pipelines may provide
some insight into
forecast demand)
Notes:

1.  AEMO can publish updates to the GSOO if significant and verifiable information is brought to its attention.

2 While the NGR only requires AEMO to publish the VGPR on a biennial basis, it has tended to publish it annually.
3.  For example, the March report contains outlook for September quarter.

4 Some information may be updated if there is a material change.

2.1.2 What are the problems with the information currently available to market participants?

As Table 2.1 highlights, none of sources listed above contain a regular systematic intra-year assessment
of the reliability or adequacy of supply in the east coast gas system.

The GSOO and VGPR, for instance, are intended to inform longer term planning and investment decisions,
rather than the identification and management of intra-year reliability and supply adequacy threats. They

30 For example, in March 2024 the ACCC published the outlook for the demand-supply balance in the September quarter of 2024.
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are also only published on an annual basis,>'and while AEMO can publish updates if new information
comes to light, neither the GSOO nor the VGPR are designed to be updated with the regularity required to
provide participants the information they would require to have a good understanding of the intra-year
reliability or adequacy of supply and to respond accordingly.

As to the Bulletin Board, while it does contain a range of short and medium term outlooks, it does not
include any type of assessment of whether there is sufficient supply or infrastructure capacity to meet
forecast demand over the short or medium term. There are also a number of limitations with the
information currently reported on the Bulletin Board, which means that it cannot currently be relied upon
for this purpose. The key limitations that have been identified with the Bulletin Board are as follows:

e The Bulletin Board does not include a demand outlook and while it may be possible to try and infer this
from the nominations for (for the next gas day, D), and forecast use of (for gas days D+1 to D+6), BB
pipelines and BB storage facilities, AEMO has found issues with the quality and completeness of this
information. This is because there is currently no requirement in the NGR for users of these facilities
(BB shippers) to provide facility operators with a good faith best estimate of their forecast use of these
facilities over the next 7 days. It is possible therefore that this data is either based on the facility
operator’s assumptions (i.e. because there is no obligation for shippers to provide the facility operator
the relevant forecasts), or poor quality forecasts provided by the shipper to the facility operator.

Like BB pipeline data, there is no obligation in the NGR for:

— users of other BB supply related facilities (e.g. compression, production and LNG import facilities)
to provide facility operators good faith best estimates of their forecast use for gas days D to D+6

— gas buyers to provide producers good faith best estimates of their forecast use of gas for gas days
D to D+6, which could inform producers’ nominations and forecasts for BB production facilities.

e Owners of BB large user facilities (including GPG and C&I users) are not currently required to report on
maintenance activities on the Bulletin Board that may affect their gas demand over the medium term.

e Owners of supply related BB facilities are not currently required to report, as part of the medium term
capacity outlook, information on their daily capacity.

Some of these limitations were overcome through the Stage 1 reforms. That is, by requiring market
participants to report a range of forecast demand, supply and infrastructure information to AEMO under
Part 27 of the NGR, so that AEMO could perform its new function of monitoring the reliability or adequacy
of supply in the east coast gas system (see Table 2.2 below and Appendix B for more detail).3?

Together with other information available to AEMO through the facilitated markets, the Bulletin Board,
GSOO, VGPR and the NEM, the Part 27 disclosure obligations were intended to enable AEMO to monitor
the reliability and adequacy of supply over both a rolling 7-day outlook period and a rolling 6-month
outlook period.

31 While rule 323(1) only require AEMO to publish the VGPR every two years, rule 323(5) also requires AEMO to update the VGPR if it
becomes aware of any information that materially alters the published planning review. In keeping with this requirement, AEMO has,
since 2016, published annual updates to the VGPR.

32 See Part 27 Division 2.
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Table 2.2: How the deficiencies in the Bulletin Board were overcome in Stage 1

BB deficiency How it was overcome

Demand Provisions were included in Part 27 to require retailers, BB large user facilities and LNG export projects to provide
forecasts AEMO with the following information each day:

= aforecast of the expected daily gas demand for gas days D to D+6

= an estimate of the proportion of gas expected to be purchased from a facilitated market and under a gas
supply agreement.33

BB large user Provisions were included in Part 27 to require BB large user facilities to provide AEMO with information each
facilities & LNG month on maintenance work expected to be carried out over a 24 month period, including the dates and the
export facilities anticipated impact on expected daily gas demand over this period.3*

Supply related Provisions were included in Part 27 to require BB supply facilities to provide AEMO with a 6 month daily capacity
BB facilities forecast each month.®

BB pipelines Provisions were included in Part 27 to require BB pipelines to provide AEMO the following information each day:3¢
= the amount of linepack in a linepack zone for gas days D to D+6

= the expected daily capacity for each pipeline segment for gas days D to D+6.

LNG export Provisions were included in Part 27 to require LNG export projects to provide the following information to AEMO
projects each month:

= a6-month forecast of the quantity of gas they expected to supply into the domestic market

= a6-month forecast of the quantity of gas they expected to export (including feed gas). 3’

While the Stage 1 reforms provided AEMO with the information it required to monitor reliability and supply
adequacy, they stopped short of requiring3® AEMO to publish any of the information provided to it by
market participants under Part 27, or the results of its monitoring of the reliability or adequacy of supply.
The Stage 1 reforms instead relied on AEMO to communicate any reliability or supply adequacy threats it
identified through gas supply adequacy conferences, and/or risk or threat notices.3® This was done with the
knowledge that the Stage 2 process would consider if a PASA should be implemented to provide
participants with a more regular and systematic assessment of the reliability and adequacy of supply.

Although conferences and risk or threat notices can be used to signal threats to the market, they are not a
good substitute for market participants having access to a regular and systematic intra-year assessment of
the reliability or adequacy of supply that they can use to make more timely, informed and efficient
decisions about how to plan for and manage any emerging threats.

The need for market participants to have access to such an assessment is well understood in the NEM, with
the National Electricity Rules (NER) requiring AEMO to publish both an ST and MT PASA. Box 2.1 provides
further detail on the purpose of the PASA in the NEM, the key inputs and outputs and how it has been
given effect in the NER.

3 Seerules 687(1)-(2), 688(1)-(2) of the NGR.

34 See rule 688(3) of the NGR.

35 See rule 689 of the NGR.

3% See rule 690 of the NGR.

37 Seerule 691 of the NGR.

3 Note that rule 683 allows AEMO to disclose information obtained under Part 27 Division 2, but does not require it to do so.
39 Seerules 692 and 695 of the NGR.
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Box 2.1: Use of PASA in the NEM

Purpose of the NEM PASA

The PASA is one of a number of monitoring and communication tools used in the NEM (see Appendix C for
more detail). Its stated objective is to provide NEM participants with information on power system security
and the reliability of supply, so that they can make more informed and efficient decisions about supply,
demand and network outages over the forecast horizon.*® The PASA can also act as a trigger for AEMO to
use its Reliability and Emergency Reserve Trader (RERT), directions or other instructions powers.

Key inputs and outputs of the NEM PASA

The NER currently provide for AEMO to publish both an ST and MT PASA. Figure 2.1 provides an overview of
the key inputs and modelling processes used to develop the ST and MT PASA and the key outputs.

Figure 2.1: NEM ST AND MT PASA
ST PASA MT PASA

@yinputs \\ «/KEyinpuls
* AEMO inputs: *AEMO inputs:
o 10%, 50% and 90% probability of exceedance (POE) demand forecasts o 10% and 50% POE daily peak demand forecasts
o forecast network constraints o forecast network constraints
o unconstrained intermittent generation forecasts for semi-scheduled units o unconstrained intermittent generation forecasts for semi-scheduled units
o reserve requirements for each region. o capabilities of generating units with commitments te constructor install.
|| * Participant inputs: [| +Participant inputs:
o available capacity for each scheduled generating unit, load, network service o PASA availability for each scheduled generating unit, load, network service
o PASA availability for each scheduled generating unit, load, network service o weekly energy constraints for each scheduled generating unit and load
o daily energy availability forecasts for energy constrained scheduled generating o state of each unit, reasons for unavailability, unit recall time.
unit and load o plant availability for semi-scheduled generating units + unavailability periods if
unit expected to be at least 6MW below or above nameplate
\_ J \_ o planned network + interconnector outages + info reasonably requested by AEMO
@Udell’mg Modelling 3
sLinear programming solver used to undertake *Probabilistic modelling with Monte-Carlo simulations used to undertake

o Capacity Adequacy run: Used to determine surplus reserve concurrently available
to each region using 10% POE regional demand (assessment of low reserve)

| | o MaxSurplusReserve run: Used to determines for each region, in turn, the (-

maximum surplus reserve available to region using 10% POE regional demand aggregate constrained and unconstrained capacity in each region, system

(assessment of regional low reserve level) performance and network capability.

Max Surplus Capacity run: Used to determine for each region, in turn, the

maximum spare capacity available to that region using 50% POE regional demand

(assessment of regional lack of reserve condition).

o Reliability run: Used to identify, quantify and evaluating the likelihood of potential
breaches of the reliability standard (i.e. the level of unserved energy) and assess

o

o Loss of load probability run: Used to identify days most at risk of load shedding.

Key outputs: 7 day rolling outlook of the following N /Kevoutputs:umonrh rolling outlooks of the following I
*Demand forecasts for each region with 10%, 50% and 90% POE * Projected violations of power system security
»ST Capacity Reserve requirement for each region * Projected breaches of reliability standard (including unserved energy estimates)

|| *5T Surplus Reserve for each region (from Capacity Adequacy Run) |_| * Forecast interconnector transfer capabilities and discrepancies between these
+5T Max Spare Capacity for each region (from Max Surplus Capacity run) forecasts and forecast capacity of interconnector in the absence of outages
sInterchange over interconnector * When and where network constraints may become binding
*Reserve condition: Either adequate or inadequate (Low Reserve Condition) » Forecasts of days most at risk of load shedding

*Lack of Reserve Condition

Source: AEMO, Medium Term PASA Process Description, April 2023 and AEMO, Short Term PASA Process Description, March 2012.

ST PASA

The ST PASA, together with the pre-dispatch schedule, provides for a rolling 7-day outlook of the adequacy
of supply to meet demand in each NEM region. The ST PASA is updated by AEMO every two hours and
forecasts are reported at a half-hourly resolution.*

If AEMO identifies a potential threat to the reliability of supply in a NEM region in the ST PASA, it can declare
a Lack of Reserve (LOR) condition. If this occurs then, depending on the size of the projected shortfall, it can
act as a trigger for AEMO to:

e contract emergency reserves and/or activate or dispatch its emergency reserves under the RERT, or

e use its directions and instructions power.

40
41

See NER, clause 3.7.1(b).
Clause 3.7.3(a) of the NER requires publication of the ST PASA at least daily.
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MT PASA
The MT PASA*? provides for both:

e a3 hourly assessment of regional supply over a rolling 36-month outlook period, based on information
provided by participants on scheduled and non-scheduled generation unit availability

e a weekly assessment of demand, supply and network conditions, power system security, potential
breaches of the reliability standard and days most at risk of load shedding in each region over a rolling
24-month outlook period, with forecasts published at a daily resolution.

If AEMO identifies a potential breach of the reliability of standard in a NEM region, it can declare a Low
Reserve (LR) condition. If this occurs then it can act as a trigger for AEMO to contract emergency reserves
under the RERT, or use its directions or other instructions powers.

PASA provisions in the NER

The ST and MT PASA provisions are set out in rule 3.7 of the NER. While these provisions are currently quite
prescriptive, it is worth noting that in 2022 the AEMC decided to amend the ST PASA rules to implement a
more principles-based framework in the NER (see Figure 2.2).%3

The new principles-based framework, which will come into effect in 2025, is intended to provide AEMO with
greater discretion and flexibility to determine and update over time:

e theinputs required to prepare the ST PASA, including any additional information (over and above that
provided for in the NER) to be provided by participants to enable AEMO to prepare the ST PASA

e the processes and methodologies to be used by AEMO when preparing the ST PASA
e the outputs to be published as part of the ST PASA (over and above those specified in the NER).

That is, by allowing these matters to be dealt with in procedures, rather than in the rules.

Figure 2.2: AEMC's principles-based framework for the ST PASA

The PASA is a comprehensive program of information collection, analysis and disclosure of medium term and
Objective short term power system security and reliability pf supply prospects so that registered participants_ar_e

properly informed to enable them to make decisions about supply, demand and outages of transmission

networks in respect to period of up to 2 years in advance (or up to three years in advance, where specified).

Information Information .

AEMO must AEMO may outline AEMO must AEMO must AEMO must comply
prepare inputs to in the ST PASA prepare and develop, maintain with the Rules
meet the objective. pcr!%;te;dure[:s any publish information and publish a consultation
el to meet the procedure procedures when
information to be S s :
submitted by objective. describing the ST updating the ST
participants to FASA process, PASA procedgres,
meet the PASA including: except for minor or
objective. « Inputs administrative
« Outputs changes.
AEMO must « Information

consider the costs

and benefits of requirements

requiring extra * Processes apd
information from methodologies.
participants.

Source: AEMC, Rule Determination, National Electricity Amendment (Updating Short Term PASA) Rule 2022, 5 May 2022, p. 1.

2.1.3 Why is this a problem now?

While the east coast gas system has operated without a PASA to date, the tightening demand-supply
balance, together with the energy transition and increasing interrelationship with the NEM, is expected to

See clause 3.7.2 of the NER.
AEMC, Rule Determination, National Electricity Amendment (Updating Short Term PASA) Rule 2022, 5 May 2022
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result in the east coast gas system becoming more exposed to intra-year reliability and supply adequacy
threats (see Box 1.1).

There is a greater risk therefore that supply interruptions may occur unexpectedly within the year and that
without a regular and systematic intra-year assessment of reliability and supply adequacy market
participants will be unable to respond in a timely, informed and efficient manner to threats that do arise.
That is, by reducing demand, increasing supply, altering infrastructure maintenance plans and/or taking any
other actions that could be taken to alleviate reliability or supply adequacy threats.

The inability of market participants to respond in this manner could have a range of adverse effects on the
east coast gas system and gas consumers, more generally. It could, for instance, result in:

e inefficient decisions being made by market participants about demand, supply and the operation and
use of infrastructure involved in the supply of gases

e increased volatility across the east coast gas system and within the facilitated markets when threats do
arise, similar to what was observed in 2022

e greater reliance having to be placed on AEMO to address threats that arise, through the use of more

interventionist, less efficient and potentially less effective tools, such as directions to curtail demand.

Put simply, the inability of market participants to respond in a timely, informed and efficient manner to
threats could adversely affect the efficient operation of the east coast gas system and the efficiency with
which gas, infrastructure services and other resources are allocated, the costs of which would ultimately be
borne by gas consumers.

In addition to impeding market participant decision-making, the lack of a regular and systematic intra-year
assessment of reliability and supply adequacy in the east coast gas system could also hinder the ability of:

e AEMO to respond in an efficient manner to any threats market participants fail to adequately address

e policy makers to make timely, informed and efficient planning and policy decisions

e jurisdictional Ministers and, for multi-jurisdictional threats, NGERAC, to make timely, informed and
efficient decisions if a gas supply emergency arises.**

2.2 Options considered to address the identified problems

2.2.1 What options have been identified?

The following options have been identified to address the problems outlined above:

e Option 1: Retain the existing monitoring and communication tools in the NGL and NGR (i.e. the GSOO,
VGPR, Bulletin Board and Part 27) (do nothing option).

e Option 2: Supplement the existing monitoring and communication tools with one or more of the
following:

A. An ST PASA that would be published on a daily basis (or more frequently, if there is a material
intra-day change) and provide for a 7-day rolling outlook of:

(i) demand and supply across the east coast gas system and by region

(ii) infrastructure constraints across the east coast gas system and by region

44 Each jurisdiction has its own emergency powers that can be exercised by a Minister or government agency in an emergency.

Jurisdictions have also developed the National Gas Emergency Response Protocol and formed the NGERAC to facilitate the consistent
management of emergencies extending beyond a single jurisdiction.
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(iii) potential threats to the reliability or adequacy of supply across the east coast gas system and
by region.

B. An MT PASA that would be published on a monthly or weekly basis (or more frequently, if there is
a material change) and provide for a 6, 12 or 24 month outlook of the matters set out in (a)-(b), as
well as potential breaches of the reliability standard across the east coast gas system and by
region.

C. Aseasonal PASA report that could be published by AEMO on a quarterly basis and provide the
market with an easily digestible snapshot of upcoming reliability or supply adequacy threats that
market participants can use to inform their decision-making and seasonal readiness plans.

2.2.2 What feedback did stakeholders provide?

Through the Stage 2 consultation process, stakeholder feedback was sought on the options listed above.
Feedback was provided by gas producers, pipeline owners, storage operators, retailers, C&l users, industry
associations, the ACCC and AER.** The feedback provided by these stakeholders is outlined below.

Option 1: Retain existing monitoring and communication tools in the NGL and NGR (do nothing option)

The majority of stakeholders that responded to the Stage 2 consultation process did not support the ‘do

nothing’ option, with a large number noting the need for market participants to have access to intra-year
information on the reliability and adequacy of supply so that they could make more efficient operational

and commercial decisions. These stakeholders did, however, make clear the need to avoid, or otherwise

limit, the imposition of additional reporting obligations on market participants.

Of the two stakeholders that did support the ‘do nothing’ option, one noted that it was concerned it would
result in additional disclosure obligations being imposed on market participants, while the other thought
the existing monitoring and communication tools provided market participants sufficient transparency.

Option 2A: Supplement existing monitoring and communication tools with an ST PASA

The majority of stakeholders supported the implementation of an ST PASA.% In doing so, they noted that it
would address the intra-year gap in the current monitoring and communication tools and support more
efficient decision-making by market participants over the short term.

As part of the Stage 2 consultation process, stakeholders were asked a number of questions about the
potential design of an ST PASA, including:

e the outlook period that should be employed

e how frequently it should be published and updated

e the information that would be required to prepare an ST PASA, and

e the regions that should be used for an ST PASA.

Only a subset of stakeholders responded to these design questions. Table 2.3 provides a summary of the
responses that these stakeholders provided.

45 See here for the public submissions that were made to this consultation process.

46 Note that apart from the three stakeholders that did not think there was a need for a PASA, no stakeholders stated that they were
opposed to an ST PASA. There were, however, a number of stakeholders that did not provide an express view on the ST PASA, which is
why this is phrased as the ‘majority’ of stakeholders.
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Table 2.3: Stakeholder feedback on ST PASA design features

Element Stakeholder feedback

Outlook period Stakeholders generally agreed that the ST PASA should provide for a rolling 7-day outlook at a daily
resolution, with most stakeholders stating that an intra-day resolution was unnecessary.

Frequency of Most stakeholders agreed that the ST PASA should be published on a daily basis, with a number noting the
publication and potential for it to be updated within the day if there were material changes during the day.
updates

Regions to be used  Stakeholders noted that to the extent regions are used in the ST PASA, they should reflect infrastructure
in an ST PASA and/or pricing constraints and should be consistent across both an ST and MT PASA. Some also noted that:
= regions could comprise multiple jurisdictions (e.g. a southern region, comprising the ACT, NSW,
Victoria, South Australia and Tasmania, and a northern region, comprising Queensland and the
Northern Territory)

= care would need to be taken not to just rely on regional assessments, because of the interconnected
nature of the east coast gas system.

Stakeholders expressed mixed views on whether any additional information would be required to produce
the ST PASA (i.e. over and above the information already available to AEMO through the Bulletin Board,
Part 27, the DWGM, STTM and NEM), with:

= asmall number of stakeholders suggesting that additional information may be required to signal risks
to the market, particularly in relation to producer and LNG exporter activities
Information = other stakeholders expressing concern about the potential for additional disclosure obligations to be

requirements imposed on market participants and stating that the information currently available to AEMO for an ST
PASA should be sufficient.

As to how GPG demand should be forecast, a number of stakeholders noted the challenges that would be
associated with developing such forecasts and suggested that AEMO be accorded responsibility for
developing these forecasts (i.e. rather than requiring individual GPGs to submit their own forecasts).
Stakeholders also suggested that AEMO base these forecasts on its NEM forecasts, or historic GPG usage.

Option 2B: Supplement existing monitoring and communication tools with an MT PASA

In a similar manner to the ST PASA, the majority of stakeholders that responded to the consultation paper
supported the implementation of an MT PASA, with just two stakeholders opposed to its implementation.

The two stakeholders that were opposed to an MT PASA claimed the case had not been made for this tool.
This is in contrast to other stakeholders who noted the importance of having an intra-year outlook of the
reliability and adequacy of supply to support operational, commercial and investment decision-making by
market participants. The ACCC also noted the potential for an MT PASA to support the Commonwealth
Minister for Resources’ decision making in relation to the ADGSM.

Like the ST PASA, only a subset of stakeholders commented on the design of an MT PASA. Table 2.4
provides a summary of their responses.

Table 2.4: Stakeholder feedback on MT PASA design features

Element Stakeholder feedback

Outlook period Mixed views were expressed on the MT PASA outlook period, with a small number supporting a 6-month
outlook period and a small number also supporting a 24-month outlook period. The majority of
stakeholders, however, supported a 12-month outlook period with reporting at a daily resolution.

Frequency of Mixed views were also expressed by stakeholders on the frequency of publication, with one stakeholder
publication and suggesting it should be published weekly, while others thought it could be published monthly and updated
updates if there were material changes.
Regions to be used  see responses in Table 2.3.
in an MT PASA
As outlined above, most stakeholders supported a 12-month outlook period and suggested that this could
. be achieved by extending the reporting obligations in Part 27 from 6 months to 12 months.
Information
requirements A number of stakeholders did, however, express concerns about the potential imposition of new

disclosure obligations on market participants and supported a review of the existing disclosure obligations
with a view to removing any duplicative or overlapping obligations (including across the NER and NGR).
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Option 2C: Supplement existing monitoring and communication tools with a seasonal PASA report

The seasonal PASA report received less support than the other PASA options, with just over half the
stakeholders that commented on this option supporting the publication of a short report on the reliability
or supply adequacy threats facing the east coast gas system, particularly in the lead up to winter. The
remainder were either:

e indifferent to the implementation of a seasonal PASA, with one stakeholder noting that while it was
unclear what value it would add over and above an MT PASA, there would be no harm in implementing
it if it could be produced without increasing market participants’ reporting burden, or

e opposed to the implementation of a seasonal PASA, with these stakeholders stating that a seasonal
PASA report would not add anything over and above what would be provided by an MT PASA and
AEMOQ’s existing DWGM winter readiness plan.

2.3 Preferred option

As the feedback provided by most stakeholders and the problems identified in section 2.1 reveal, the do
nothing option (Option 1) is not considered a credible option, given both:

e the increasing risk of intra-year supply interruptions

e the costs and inefficiencies that could flow if market participants, AEMO and policy makers do not have
access to the information they require to be able to respond in a timely, informed and efficient manner
to any reliability or supply adequacy threats that arise within a year.

It is clear therefore that some form of PASA is required to provide the market with a regular and systematic
intra-year assessment of the reliability and adequacy of supply in the east coast gas system.

Evaluation of PASA options

Of the PASA options canvassed in the Stage 2 consultation paper, the majority of stakeholders supported
the implementation of both an ST and MT PASA, although as a large number pointed out, it will be
important to ensure that if they are implemented, an appropriate balance is struck between:

e providing the intra-year visibility participants need to make timely and efficient decisions, and

e minimising the reporting burden placed on participants.

While only a subset of stakeholders commented on the design of an ST and MT PASA, most of those that
did supported the implementation:

e an ST PASA that would provide for a rolling 7-day outlook of the demand-supply balance, infrastructure
constraints and potential reliability or supply adequacy threats across the east coast gas system and
regions within the east coast gas system

e an MT PASA that would provide for a rolling 12-month outlook of the demand-supply balance,
infrastructure constraints and potential breaches of the reliability standard across the east coast gas
system and regions within the east coast gas system.

In the case of the seasonal PASA report, while some stakeholders questioned the benefit of such a report,
others thought there would be value in AEMO publishing a more digestible snapshot of potential threats
across the east coast gas system, particularly going into winter.

Upon closer examination of the DWGM winter readiness plan, it would appear that AEMO is currently
publishing this on a voluntary basis (i.e. it is not required by the NGR). There does not appear therefore to
be a need to amend the NGR to require AEMO to publish such a plan. Rather, it would be open to AEMO to

OFFICIAL 26



OFFICIAL
OFFICIAL

extend the coverage of this plan to cover the entire east coast gas system. It could then use this plan to
provide market participants with a more digestible snapshot of any potential threats going into winter,
including as a result of low storage levels, planned outages, or any other matters that may affect the
reliability or adequacy of supply in winter.

There does not appear therefore to be a need to amend the NGR to provide for this to occur, so it is not
considered any further in this rule change request. That is not to say that Energy Ministers do not see value
in AEMOQ’s winter readiness plan being extended in this manner. It is just that this can be achieved without
changes to the NGR. The implementation of an east coast gas system ST and MT PASA, on the other hand,
will require changes to the NGR.

Preferred option

Having regard to the feedback provided by stakeholders, the preferred option is a combination of Options
2A and 2B, which would involve the implementation of both an ST and MT PASA.

Together, the ST and MT PASA are expected to yield a number of benefits, by supporting:

e more timely, informed and efficient decision-making by market participants, AEMO and policy makers
about the provision and use of gas and infrastructure services over the short to medium term, and

e market-led responses to any reliability or supply adequacy threats that arise over the short to medium
term, which could obviate (or at least reduce) the need for AEMO to intervene to address such threats
using less efficient and potentially less effective tools.

That is, through the provision of timely signals about the intra-year demand-supply balance, infrastructure
constraints and any potential threats to the reliability or adequacy of the supply, which will help:

e market participants to plan more effectively for periods where the reliability or security of supply may
be at greatest risk*’ and to respond in a timely, informed and efficient manner when threats do arise

e AEMO to respond in a more timely, informed and efficient manner in those cases where market
participants are unable to address an identified reliability or supply adequacy threat

e policy makers to make timely, informed and efficient planning and policy decisions that directly affect
the reliability or adequacy of the supply of gas and/or infrastructure services

e jurisdictional Ministers and, in the case of multi-jurisdictional threats, NGERAC, to make timely,
informed and efficient decisions about the provision and use of gas and/or infrastructure services if a
gas supply emergency arises.*®

It may also support more effective planning for seasonal and peak demand conditions in the east coast gas
system and the NEM.

Realising these benefits is expected to help support the reliability and adequacy of supply in the east coast
gas system. It will also help to support the efficient operation and use of covered gas services in the east
coast gas system over the short to medium term, and efficient investment in these services over the longer
term. This will, in turn, help support the efficient operation of the market and the efficient allocation of gas,
infrastructure services and other resources, particularly when reliability or supply adequacy threats arise.

Section 3 provides further detail on the design of this preferred option.

47 For example, winter, or when maintenance of key infrastructure in the east coast gas system and/or NEM is expected to occur.
4 Asthe ACCC notes, it could also help to inform the Commonwealth Minister for Resources’ decision as to whether to trigger the
ADGSM.
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3 Proposed design of the ST and MT PASA

This section outlines the proposed design of the ST and MT PASA. The changes that would need to be made
to the NGR to give effect to the proposed design are set out in section 4.

3.1 Overview of the proposed ST and MT PASA

At a high level, the proposed east coast gas system ST and MT PASA are intended to support:

e more timely, informed and efficient decision making by market participants, AEMO and policy makers
about the provision and use of gas and infrastructure services, as well as infrastructure outages over
the short to medium term

e market-led responses to any reliability or supply adequacy threats that may arise over the short to
medium term.

That is, by providing for the publication of a regular and systematic intra-year assessment of the:
e adequacy of supply and the infrastructure used in the supply of gas to meet demand, and

e information on any potential threats to the reliability or adequacy of supply in the east coast gas
system and regions within this system.

Consistent with the approach used in the NEM, and as described in further detail in the Reliability Standard
and Associated Settings and Supplier of Last Resort Mechanism rule change requests, the ST and MT PASA,
together with other elements of the proposed RSA Framework (see Figure 1.1), are also expected to
provide a more objective basis for AEMO to:

e convene gas supply and reliability (GSAR) conferences and/or to issue risk or threat notices if it
identifies any reliability or supply adequacy threats through an ST and/or MT PASA
e decide whether or not to use its last resort RSA management tools (including the proposed SoLR tool),

if it identifies any reliability or supply adequacy threats through an ST and/or MT PASA that market
participants fail to address.

The proposed design of the ST and MT PASA, which is summarised in Figure 1.2, has been developed having
regard to the guiding principles in Box 1.2. It has also been informed by:

o the feedback that stakeholders provided in response to the Stage 2 Consultation Paper

e the results of AEMO’s internal assessment of what would be required to produce and east coast gas
system ST and MT PASA (see Attachment A)

e the information currently available to AEMO on the east coast gas system (see Appendix B)

e the NEM PASA framework (see Appendix C).

When developing the proposed design, care has also been taken to strike an appropriate balance between
providing the intra-year visibility required to support timely, informed and efficient decision-making and
market-led responses, and minimising the reporting burden for market participants. That is, by utilising the
information that is already available to AEMO through the facilitated markets, Bulletin Board, GSOO, VGPR,
Part 27 of the NGR and the NEM and only extending reporting obligations where it is necessary to do so.

AEMOQ’s gas PASA feasibility assessment has been instructive in this regard (see Box 3.1), with AEMO
finding that it could largely rely on the information available to it through these sources to develop both an
ST and MT PASA, albeit with some changes to the NGR required to:
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e address the gaps it has identified in some of the reporting obligations under Parts 18-20 and 27 of the

NGR

e improve the quality of some of the information reported under Part 18 of the NGR, so that it can be
relied upon to identify reliability and supply adequacy threats.

Through this feasibility assessment, AEMO also identified a number of opportunities to:

e reduce the reporting burden on market participants, including by removing some of the reporting

obligations in Part 27 of the NGR and according AEMO responsibility for developing the demand
forecasts for the ST and MT PASA, and

e improve transparency in the market by moving some of the existing Part 27 disclosure obligations to
Part 18 of the NGR, so that the information is published on the Bulletin Board and accessible to market
participants and other interested parties in a timely manner.

Further detail on AEMO’s assessment of the information it would require to produce an ST and MT PASA,
which are reflected in the proposed design, can be found in the box below and Attachment A.

Box 3.1: AEMO’s key findings

Through its feasibility assessment, AEMO found that:

e Existing data provided under parts 18-20 and 27 of the NGR is largely sufficient, but some

enhancements are needed to address specific data gaps and quality issues.

e Significant development will be required in AEMO’s internal forecasting models, systems and data
interfaces to support a PASA. This includes enhancements to demand forecasting capabilities,
integration of supply adequacy modelling, and establishment of new visualisation and reporting tools.

e The diverse characteristics of the east coast gas system, including regional variations in demand profiles,

supply sources, and infrastructure, will require careful consideration in the design of the PASA. This

includes the definition of appropriate regional boundaries, treatment of GPG demand, and

representation of key operational constraints.

AEMO also recommended the following changes to the NGR and identified a number matters for further
consideration, including the treatment of GPG in the PASA, the potential of intraday updates of the ST PASA,
and processes for managing data quality and publication issues.

Input ‘ Rules ‘ Recommendation

Demand forecasts

Market demand Part 19, Part Extend existing rules to require demand forecast submissions out to seven days for
20 the DWGM and STTM to support the ST PASA.

Non-market, non- Part 18 Enhance rules to require submission of forecast nominations, from shippers, out to

GPG demand seven days for non-market, non-GPG demand to improve data quality and

granularity for the ST PASA.
LNG export Part 27 Amend rules to require LNG exporters to provide a daily demand forecast out to 12
demand months, to inform the MT PASA and ST PASA.

Supply and capacity forecasts

Supply capacity Part 18 . Clarify definition of 'daily capacity' to ensure consistency and accuracy of
reporting for the ST PASA and MT PASA.

. Ensure obligations on Bulletin Board (BB) shippers to provide daily nominations
and forecasts of the use of the BB facilities to improve the accuracy of facility-
provided daily nominations.

. Change obligation from ad hoc reporting of medium term capacity outlooks of
the BB facility to daily capacity numbers.

Transportation Part 18, Part Harmonise transportation capacity reporting requirements across Part 18 and Part
capacity 27 27, to provide a unified view for the PASA.
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In keeping with the principles-based framework adopted by the AEMC in the NEM ST PASA in 2022 (see Box
2.1), the proposed design also provides greater flexibility in the framework to adapt to changes that may
occur in the market over time. That is, by providing AEMO with some discretion to specify and update the
following over time through the ECGS Procedures:

e the method AEMO will use to prepare the demand forecasts and other key inputs to the ST and MT
PASA

e theregions to be used for the ST and MT PASA.

e the processes and methodologies to be used by AEMO when preparing the ST and MT PASA

e the outputs to be published as part of the ST and MT PASA, over and above those specified in the NGR

e the manner and form in which ST and MT PASA outputs will be published (including how this
information will be aggregated or disaggregated) and the timetable for publication.

AEMO'’s discretion in this area would be guided by the NGO, as well as:

e the purpose of the PASA, which is to make information relating to the reliability and adequacy of the
supply of covered gas within the east coast gas system available to PASA users up to 1 year in advance
to facilitate informed and efficient decisions about:

— the provision and use of gas and infrastructure, as well as infrastructure outages over that period

— responses to an actual or potential risk or threat to the reliability or adequacy of the supply within
the east coast gas system over that period; and

e arequirement that AEMO use its reasonable endeavours to ensure that it publishes sufficient
information to allow the east coast gas system to operate effectively with a minimal amount of
intervention by AEMO.

In keeping with the procedure change provisions in Part 15B, AEMO would be required to consult with
stakeholders on these matters when determining the initial procedures and when changing any of these
elements of the ECGS Procedures.

Further detail on the key features of the proposed design of the ST and MT PASA is provided below. For
ease of reference in the discussion that follows, the following terms are used:

e the term BB supply facilities is used to jointly refer to BB production facilities, BB blend processing
facilities, BB storage facilities and LNG import facilities (if any are developed in the future)

e the term BB supply and infrastructure facilities is used to jointly refer to BB production facilities, LNG
import facilities (if any are developed in the future), BB blend processing facilities, BB pipelines, BB
compression facilities and BB storage facilities.

3.2 STPASA

Objective of ST PASA: To support timely, informed and efficient decision-making and market-led responses to
reliability or supply adequacy threats that may arise within the next 7 days, through the publication of a rolling 7-
day outlook of the adequacy of supply and infrastructure to meet demand across the east coast gas system.

Proposed design

The proposed design of the ST PASA is summarised in Table 3.1.
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Table 3.1: Proposed design of the ST PASA

Element Description

AEMO'’s obligations AEMO to be responsible for preparing and publishing the ST PASA which, amongst other things, would
involve preparing the demand forecasts and other inputs required for the ST PASA and undertaking
any modelling required to produce the required outputs.

Outlook period for ST PASA Rolling 7-day outlook with a daily resolution, encompassing gas days D to D+6.

Frequency of publication and Daily publication on gas day D-1, with AEMO able to publish updates if it becomes aware of new
updates for ST PASA information that would result in a material change in its reliability or supply adequacy assessment.

Regions for ST PASA To be determined by AEMO and set out in the ECGS Procedures, with the same regions to be used for
both the ST and MT PASA.

Demand AEMO to be responsible for developing a rolling 7-day demand forecast.

forecast This is expected to be informed by information available to AEMO under Parts 18-20 and 27 of the

NGR, as well as information available to AEMO through its NEM functions. It may also be supported by
the implementation of an ECGS demand forecasting system developed by AEMO.

As outlined below, some of the existing disclosure requirements in the NGR would need to be amended
so that they can be relied upon for this purpose.

Inputs and ::;;:I:St AEMO to be responsible for developing a rolling 7-day supply forecast.

information This is expected to be based on nominated and forecast use information reported by BB supply
requirements facilities and BB pipelines under Part 18 of the NGR.

for ST PASA As outlined below, some changes would need to be made to Part 18 of the NGR to improve the quality

of the forecasts reported by these facilities.

Supply and AEMO to be responsible for developing a rolling 7-day infrastructure capacity forecast.
infrastructure
capacity
forecast

This is expected to be based on short term capacity outlook information reported by BB supply and
infrastructure facilities under Part 18 of the NGR.

As outlined below, some changes would need to be made to Part 18 of the NGR to improve the quality
of the short term capacity outlook information.

Key outputs of ST PASA AEMO to publish a rolling 7-day outlook of the following for the east coast gas system and for each
(also referred to as ST PASA region specified in the ECGS Procedures:
information) = the forecast demand for gas, including the assumed level of GPG demand in these forecasts

= the forecast supply of gas (including from production facilities, storage facilities and LNG import
facilities, if any are developed)

= the aggregate capacity of BB supply facilities

= any reductions in the capacity of infrastructure involved in the supply of gas that may affect the
volume of gas supplied

= actual or potential risks or threats to the reliability or adequacy of the supply of covered gas
= any other information specified by AEMO in the ECGS Procedures.

The manner and form in which AEMO is to publish this information (including the level of aggregation
and disaggregation) and the timing of its publication is to be set out in the ECGS Procedures.

Modelling processes and The modelling processes and methodologies that AEMO uses to prepare demand forecasts and the
methodologies for ST PASA other inputs to the ST PASA, as well as the ST PASA outputs listed above, are to be determined by
AEMO and set out in the ECGS Procedures.

3.2.1 Outlook period for ST PASA

The proposed ST PASA provides for a rolling 7-day outlook of the adequacy of supply and infrastructure to
meet demand on each gas day in the outlook period (i.e. gas days D to D+6).

This outlook period was supported by most stakeholders through the Stage 2 consultation process (see
Table 2.3) and is consistent with the NEM ST PASA outlook period. It is also consistent with the short term
outlook periods employed in both Parts 18 and Part 27 of the NGR and so would minimise the need for
additional disclosure obligations.
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3.2.2 Frequency of publication and updates of ST PASA

The proposed ST PASA would be published by AEMO on its website (with information made available
through existing data interfaces) on a daily basis on gas day D-1 after nomination cut-off time, with the
precise timing of publication to be specified in the ECGS Procedures. AEMO would also be able to publish
updates, if it becomes aware of new information that would result in a material change in its assessment of
the reliability or adequacy of supply over the ST PASA outlook period.

These publication and update requirements were supported by most stakeholders that commented on
these design elements through the Stage 2 consultation process (see Table 2.3). They are also broadly
consistent with the approach employed in Part 18 of the NGR (i.e. for short term capacity outlooks and the
nominated and forecast use of BB facilities) and the NEM ST PASA.*°

3.2.3 Regions to be used for the ST and MT PASA

The proposed ST and MT PASA require AEMO to assess reliability and supply adequacy on an aggregate
basis across the east coast gas system and on a regional basis. The regional assessment is required because
gas can take some time to be transported from supply sources to end users and can encounter a range of
other physical, temporal or locational constraints on the deliverability of gas across the system.>°

Through the Stage 2 consultation process, stakeholders agreed that it would be important for the ST and
MT PASA to include both an east coast gas system and regional assessment (see Table 2.3). A number also
noted that if regions are to be used, they should be consistent across the ST and MT PASA and reflect
infrastructure, pricing and any other constraints.

Given the potential for these constraints to change over time, the proposed ST and MT PASA provide for
AEMO to determine the regions to be used for both PASAs through the ECGS Procedures, rather than
specifying the regions in the NGR. The use of the ECGS Procedures in this way is intended to provide some
flexibility in the framework to accommodate such changes, while also ensuring that stakeholders are
consulted on the initial specification of the regions and any changes to the regions over time. That is,
through the procedure change process set out in Part 15B of the NGR.

3.2.4 Inputs and information requirements for ST PASA

As outlined in Table 3.1, AEMO would be responsible for producing the demand forecasts and the supply
and other infrastructure inputs required for the ST PASA. The specific information that AEMO would
require to produce each of these inputs, which has been informed by AEMO’s feasibility assessment (see
Attachment A), is outlined below.

3.2.4.1 Demand forecasts

As part of AEMO’s feasibility assessment, it considered a number of options to develop the demand
forecasts and concluded that the most efficient and effective way to do so would involve separately
forecasting:

e the demand for gas in the Adelaide, Brisbane and Sydney STTMs and Victorian DWGM (wholesale gas
market demand)

e the demand for gas outside these markets (non-market demand)

4 See clause 3.7.3(f) of the National Electricity Amendment (Updating Short Term PASA) Rule 2022 No. 4.
%0 For example, gas produced in Queensland can take multiple days to be transported to Victoria and gas produced in Victoria can take a
number of hours to be transported to Melbourne.
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GPG demand (including GPG demand within the wholesale gas markets).

reproduced in the table below.

Table 3.2: AEMO identified inputs for ST PASA demand forecast

Input Description Source Comments
Wholesale gas | A reflection of system Part 19: DWGM demand The DWGM demand forecasts and STTM
market demand in the STTM and forecasts (rules 208 and price taker bids could provide the core
demand DWGM 211) demand forecasts for the market-based
Part 20: STTM Price taker components of the ST PASA. These inputs
bids (rules 409-410) are critical for capturing the expected
demand in the key demand centres.
Challenges include ensuring participants
provide accurate and timely bids, and
managing any gaps or issues with bid data.
Non-market A reflection of system Part 18: BB pipeline The forecast nominations submitted to the
demand demand outside of the nominated and forecast BB are used to capture the demand outside
wholesale gas markets use (rule 183) the DWGM and STTM. Data quality and
completeness of the nominations is a key
issue to manage. This non-market demand
is a critical input to get a full picture of
total expected demand.
LNG export A forecast of Queensland Part 18: BB pipeline Forecast pipeline connection point demand
demand LNG export demand connection point for Qld for each of the Queensland LNG export
LNG export facilities facilities. This information represents a
nominated and forecast material demand in the ECGS and is a key
use (rule 183) input for the supply/demand balance in the
PASA. Having the LNG participants
continue to provide their forecast demand
over the seven-day horizon provides the
best data for the PASA.
Storage A forecast of withdrawals Part 18: BB storage Forecast demand into storage facilities
injections into storage injection nominated and based on BB data. This is an important
forecast use (rule 182) input for the supply-demand balance but
has challenges around data quality and
completeness similar to the non-market
demand.
GPG demand A forecast of GPG demand, | AEMO forecasts utilising Forecasting GPG demand is challenging
including GPG within NEM generation given the various dependencies (such as
Wholesale gas markets availabilities electricity demand, renewable generation,
and outages). AEMO will need to develop
robust methodologies for projecting GPG
demand based on NEM data. The GPG
forecasts will also be available through the
Part 18 BB pipeline nominations and within
the wholesale gas market demand
forecasts.

Market demand

In the case of market demand, AEMO noted that the 7-day rolling forecasts for:

demand in the STTMs could be based on the price taker bids submitted by market participants under

rule 410 of the NGR, but the outlook period for these bids would need to be extended from 3 days to 7

days before the gas day
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e demand in the DWGM could be based on the demand forecasts submitted by market participants
under rule 211 of the NGR, but the outlook period for these forecasts would need to be extended from
2 days to 7 days before the gas day.

AEMO noted that these forecasts could be further supported by the implementation of a system demand
forecasting system developed by AEMO.

Non-market demand, LNG export demand and storage injection demand

In the case of non-market demand, storage demand and LNG export demand, AEMO noted that the 7-day
rolling forecast could be based on both the nominated and forecast delivery information for BB pipelines
and BB storage facilities reported under rules 182-183 of the NGR. The outlook period for this Bulletin
Board information is already 7 days, so no changes are required to extend these obligations.

AEMO did, however, note that one of the limitations it has identified with the information currently
reported under these rules, is that there is currently no obligation in the NGR for users to provide BB
facility operators with a 7-day forecast of their projected use of these facilities. Forecasts reported by BB
facility operators (particularly for gas days D+1 to D+6) may not therefore represent the good faith best
estimate and could potentially produce misleading results and limit the reliance that can be placed on any
identified threats. To overcome this limitation, AEMO suggested that a new obligation be imposed on BB
shippers to provide BB facility operators with their good faith best estimate of their 7-day forecast use of
the facilities each gas day. This would require changes to Part 18 of the NGR.

GPG demand

In relation to GPG demand, AEMO noted that forecasting this source of demand was going to be
challenging, given its interdependency with conditions prevailing in the NEM. It also noted that it would
need to develop a robust methodology to project this demand, which will draw on NEM data, as well as
information reported under Part 18 on the nominated and forecast use of pipelines used to service GPGs
and wholesale gas market demand forecasts provided by GPGs under Parts 19-20 of the NGR.

Elaborating on this further, AEMO noted that:>!

“It is not expected that an AEMO-modelled NEM GPG demand forecast will be able to accurately forecast actual
gas demand for GPG as it is likely to need take on a probabilistic approach. However, this approach aims to
minimise placing any additional burden on industry, a burden that it is unlikely to result in any benefit. It also
ensures a consistent and transparent approach is applied to forecasting gas usage for GPG in the NEM. It may
also allow for multiple different GPG demand sensitivities to be used to test different scenarios.

To create this functionality of an AEMO-modelled NEM GPG demand forecast for the ECGS, AEMO expects it will
need to develop comprehensive methodologies, processes and systems to generate forecasts both for the ST PASA
and the MT PASA. This may involve engaging with stakeholders on the inputs and the assumptions used in
developing a comprehensive forecasting process. It will be a significant undertaking to develop this new
functionality (particularly given the challenges in forecasting GPG demand), but a useful GPG demand forecast is
critical to the long-term success of the PASA reform. Given the complexities involved, AEMO expects the
development of its own forecasting models will necessarily be iterative and evolve over time to incorporate
learnings after the PASA is implemented.”

AEMO also suggested that as part of the rule change process, the AEMC consult with industry to ensure
AEMO has access to any other information that may be required to support the modelled approach.

51 AEMO, Developing a projected assessment of system adequacy (PASA) for the east coast gas system, October 2024, p. 28.
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Given the challenging nature of forecasting GPG demand, AEMO will be expected to consult with
stakeholders on any methodology it proposes to apply as part of the development of the initial ECGS
Procedures pertaining to the PASA.

Redundant or duplicative information in the NGR

In its feasibility assessment, AEMO noted that if the changes outlined above were made, then a number of
provisions in Part 27 could be removed, because they would be redundant or duplicative.

This includes the requirements under rules 687-688 for retailers, large users and LNG export projects to
provide AEMO with 7-day demand forecasts and information on how much gas they expect to procure
through a market versus under a gas supply agreement.

These suggested changes to the NGR, along with those outlined above, are reflected in the proposed rule
change set out in section 4.

3.2.4.2 Supply forecasts

In addition to demand forecasts, the ST PASA will include a rolling 7-day supply forecast, which is expected
to be based on information reported by:

e BB supply facilities on the nominated and forecast use of these facilities® on gas days D to D+6
provided under rules 182 and 185 of the NGR

e BB pipelines on the nominated and forecast use of these facilities on gas days D to D+6 under rule 183
of the NGR.

As outlined in section 3.2.4.1, one of the limitations with these provisions in Part 18 of the NGR is that
there is currently no obligation in the NGR for BB shippers to provide BB facility operators with the best
estimate of their 7-day forecast use of the facility. There is also no obligation on gas buyers to provide
producers with the best estimate of their 7-day forecast demand for gas.

There is a risk therefore that reliance on these forecasts for the ST PASA could produce misleading results
and limit the reliance that can be placed on any identified threats. To address this limitation, the proposed
rule change provides for:

e BB shippers to provide BB facility operators on a daily basis with their good faith best estimates of their
nominated and forecast use of the facilities for gas days D to D+6. It also provides for BB shippers to be
subject to the BB information standard.

e BB production facility operators to ensure the information reported under rule 185 is based on gas
buyers’ daily good faith best estimates of the gas they intend to purchase for each gas day D to D+6.

Note that a different approach has been proposed for BB production facilities because gas buyers do not
appear to be captured by the current definition of BB shipper (i.e. because they procure gas, not a service
provided by means of a BB production facility). Under this alternative approach, the Rules would not
impose a direct obligation on gas buyers to provide good faith best estimates. Instead, the obligation would
be on the BB production facility operator to ensure that it obtains that information from gas buyers (or
other contractual counterparties, if the reporting entity has no direct contractual relationship with the gas
buyer). The BB production facility operator could discharge this obligation by ensuring that its contractual
arrangements accommodate this requirement to the extent they do not already do so. That is, by ensuring
that:

52 In the case of BB storage facilities, it would be based on the nominated and forecast withdrawals from these facilities.

OFFICIAL 35



OFFICIAL
OFFICIAL

e any contractual arrangements with gas buyers provide for the buyer to give the producer a daily good
faith best estimate of the nominated and forecast demand for gas from the producer

e any contractual arrangements with other producers that use the production facility provide for the
other producer to ensure that their nominated and forecast use reflects their own gas buyer’s daily
good faith best estimates of the nominated and forecast demand for gas.

It may be necessary to build in a transition period to enable BB production facility operators and their
contractual counterparties to make the necessary amendments to their contracts if required.

3.2.4.3 Supply and infrastructure capacity forecasts

As part of AEMO'’s feasibility assessment, it also considered the information that would be available to
produce a rolling 7-day forecast of the capacity of supply facilities and other infrastructure involved in the
supply of gas and concluded that this could be based on:

e the short term capacity outlooks reported by BB supply and infrastructure facilities under rule 178 of
the NGR

e the linepack/capacity adequacy indicators reported by BB pipelines and BB compression facilities under
rules 179-180 of the NGR, and

e the linepack and pipeline segment daily capacity information currently reported by BB pipelines under
rule 690 of the NGR.

One of the limitations AEMO has identified with the capacity outlook information reported under Part 18 of
the NGR is that it focuses on the technical capacity of the BB facility, rather than reflecting what is
practically possible given all the constraints a facility may be subject to.

For example, as currently defined a producer could report the daily capacity of a BB production facility
based on its technical capacity, even though the fields that the facility services are incapable of producing
at that level. Similarly, a pipeline could report the daily capacity of a BB pipeline based on its technical
capacity, even where there are constraints that limit its ability to actually transport that volume of gas.

This limitation was overcome in Stage 1 of the reforms, by allowing AEMO to define how daily capacity
should be reported under Part 27 of the NGR in the ECGS Procedures. For instance, in the case of
production facilities, the ECGS Procedures require production facility operators to take account of any
expected trends in gas field performance if this will constrain overall daily capacity or impact the reliability
of that capacity within the relevant period.>3

While it may be possible to elevate these requirements into Part 18 of the NGR, a simpler and more flexible
approach to addressing this limitation would be to just amend the definition of daily capacity in rule 141 to
allow AEMO to further specify how daily capacity is to reported through the Bulletin Board Procedures and
any matters that facility operators are to taken into account when measuring daily capacity. This change is
reflected in the proposed rule change set out in section 4.

The proposed rule change also provides for rule 690 to be moved from Part 27 to Part 18 of the NGR. This
move would mean that the information reported by BB pipelines on the amount of linepack in a linepack
zone and the daily capacity of each pipeline segment would be reported on the Bulletin Board, which
would provide market participants with greater transparency of these matters.

53 See AEMO, ECGS Procedures, June 2023, clause 2.2.3(f).
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In addition to these changes, the proposed rule change provides for a number of consequential changes to
Part 18 of the NGR to require BB pipelines to report the nameplate rating, daily capacity, short term
capacity outlook and medium term capacity outlook at both a pipeline and pipeline segment level and for
AEMO to be able to define the pipeline segments in the BB Procedures. It also provides for the LCA flag to
be reported on a pipeline segment basis rather than a whole of pipeline basis. These changes are required
to enable AEMO to capture the information it requires to assess system adequacy on a regional basis.

As outlined in section 2.1.2, this limitation was overcome in Part 27 of the NGR, by requiring BB pipelines to
report capacity at a pipeline segment level and allowing AEMO to define pipeline segments in the ECGS
Procedures. A similar approach is being proposed as part of this rule change, with a number of changes
proposed to Part 18 to require BB pipelines to report information at a pipeline segment level and to enable
AEMO to specify the pipeline segments in the BB Procedures.

In its feasibility assessment, AEMO also noted that there would be value in requiring BB pipelines to report
on actual linepack for each pipeline segment. This is akin to the requirement for BB pipelines to report on
actual pipeline flows and would enable AEMO to better assess the quality of the linepack forecasts.

3.2.5 Outputs of ST PASA (ST PASA information)

To provide market participants and other interested parties with the information they require to make
more timely, informed and efficient decisions and to respond to reliability and supply adequacy threats, the
proposed ST PASA provides for AEMO to publish the following information for the east coast gas system
and each region specified in the ECGS Procedures, for each day of the rolling 7-day outlook period:

(a) the demand for gas, including the assumed level of GPG demand in these forecasts

(b) the supply of gas (including from production facilities, storage facilities and LNG import facilities, if any
are developed)

(c) the aggregate daily capacity of BB supply facilities, including any anticipated reductions in capacity due
to outages or constraints

(d) the aggregate daily capacity of BB transportation facilities, including any anticipated reductions in the
capacity due to outages or constraints

(e) actual or potential risks or threats to the reliability or adequacy of the supply of gas on a gas day

(f) any other information specified by AEMO in the ECGS Procedures.

The ECGS Procedures would set out the manner and form in which AEMO is to publish this information
(including any aggregation or disaggregation of the information listed in (a)-(e)) and the timetable for its
publication. In determining the manner and form in which the information is to be published, AEMO would
be expected to:

e Consider how to make the information as accessible as possible and presented in a manner that can be
readily understood by market participants and policy makers. This could, for instance, involve
publishing summary charts and/or other indicators on the Bulletin Board.

e Use its reasonable endeavours to ensure that it publishes sufficient information to allow the east coast
gas system to operate effectively with a minimal amount of intervention by AEMO.>*

In addition to these matters, the ECGS Procedures would set out any additional information that AEMO
would publish as part of the ST PASA. This flexibility has been provided for in the proposed rule change, to

5 This is equivalent to clause 3.7.1(d) of the NER.

OFFICIAL 37



OFFICIAL
OFFICIAL

accommodate any changes that may occur over time, which may necessitate the publication of additional
information.

3.2.6 Modelling processes and methodologies for ST PASA

Consistent with the approach employed in the NER, AEMO would be required to describe the modelling
processes and methodologies it uses to produce the ST PASA inputs (including the demand forecasts) and
outputs in the ECGS Procedures.>

This approach is intended to provide flexibility within the framework for changes to be made to the
processes and methodologies over time if required, while also:
e providing market participants with greater insight into how AEMO produces the ST PASA

e ensuring market participants are consulted if AEMO proposes to make any changes to the processes or
methodologies (i.e. through procedure change process set out in Part 15B of the NGR).

3.3 MT PASA

Objective of MT PASA: To support timely, informed and efficient decision-making and market-led responses to
intra-year reliability or supply adequacy threats, through the publication of a rolling 12-month outlook of the
adequacy of supply and infrastructure to meet demand across the east coast gas system and information on any
potential breaches of the reliability standard over this period.

Proposed design

The proposed design of the MT PASA is summarised in Table 3.3.

5 See clause 3.7.3(c)(3) of the National Electricity Amendment (Updating Short Term PASA) Rule 2022 No. 4.
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Table 3.3: Proposed design of the MT PASA

Element Description

AEMO'’s obligations AEMO would be responsible for preparing and publishing the MT PASA which, amongst other things,
would involve, preparing the demand forecasts and other inputs required for the MT PASA and
undertaking any modelling required to produce the required outputs.

Outlook period for MT PASA Rolling 12-month outlook, encompassing gas weeks W+1 to W+51.
Frequency of publication and Weekly publication, with AEMO able to publish updates if it becomes aware of new information that
updates of MT PASA would result in a material change in its reliability or supply adequacy assessment over the outlook
period.
Regions for MT PASA To be determined by AEMO and set out in the ECGS Procedures, with the same regions to be used for
both the ST PASA and MT PASA.
Demand AEMO to be responsible for developing a rolling-12-month demand forecast.
forecasts

This is expected to be based on a similar approach to that used for the GSOO and VGPR demand
forecasts, and informed by information available to AEMO under Parts 15D, 18 and 27 of the NGR, as
well as information available to AEMO through its NEM functions.

Inputs and
in? ormation As outlined below, some of the existing disclosure requirements in the NGR would need to be amended so
requirements that they can be relied upon for this purpose.
for the MT Supply and AEMO to be responsible for developing a rolling 12-month supply and infrastructure capacity forecast.
PASA i
mfrasFructure This is expected to be based on medium term capacity outlook information reported by BB supply and
capacity infrastructure facilities under Part 18 of the NGR.
forecasts
As outlined below, some changes would need to be made to Part 18 of the NGR to address the limitations
that AEMO has identified with the way in which medium term capacity outlooks are currently reported.
Key outputs of the MT PASA AEMO to publish a rolling 12-month outlook of the following for the east coast gas system and for each
(also referred to as MT PASA region specified in the ECGS Procedures:
information) = the forecast demand for gas, including the assumed level of GPG demand in these forecasts
= the aggregate capacity of BB supply facilities
= the forecast capacity of infrastructure involved in the supply of gas and any reductions in capacity
that may affect the volume of gas supplied
= areliability forecast that includes AEMOQ’s assessment of whether or not the reliability standard is
likely to be breached and, if so, the expected size, timing, duration and location of the breach*
= any other information specified by AEMO in the ECGS Procedures.
The manner and form in which AEMO is to publish this information and the timing of its publication is to
be set out in the ECGS Procedures.
* Consistent with the Reliability & Associated Settings rule change request, AEMO would be expected to
use its reasonable endeavours to ensure this forecast is prepared in accordance with the proposed AER
Gas Forecasting Best Practice Guideline.
Modelling processes and The modelling processes and methodologies that AEMO uses to prepare demand forecasts and the
methodologies for MT PASA other inputs to the MT PASA, as well as the MT PASA outputs, are to be determined by AEMO and set

out in the ECGS Procedures.

3.3.1 Outlook period for MT PASA

The proposed MT PASA provides for a rolling 12-month outlook of the adequacy of supply and
infrastructure to meet demand over the outlook period (i.e. gas weeks W+1 to W+51).

This outlook period was supported by the majority of stakeholders that commented on this design element
in the Stage 2 consultation process (see Table 2.4) and is consistent with the overall objective of addressing
the intra-year information gap that has been identified in the current gas market monitoring and
communication tools.

While the proposed rule change assumes a 12-month outlook period, it would be open to the AEMC as part
of the rule change process to consult with stakeholders on whether there is any value in extending the
outlook period to 24-months. In this regard, it is worth noting that a 24-month outlook period is consistent
with what applies in the NEM and that most of the information AEMO would require to publish a 24-month
outlook is already available through the Bulletin Board.
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3.3.2 Frequency of publication and updates of MT PASA

The proposed MT PASA would be published by AEMO on a weekly basis, with the precise day and timing of
publication to be specified in the ECGS Procedures. AEMO would also be able to publish intra-week updates
to the MT PASA if it becomes aware of new information that would result in a material change in its
assessment of the reliability or adequacy of supply over the MT PASA outlook period.

While a weekly publication requirement is more frequent than what most stakeholders suggested (i.e.
weekly rather than monthly - see Table 2.4), it worth noting that the majority of the information AEMO
would require to produce the MT PASA is already available on a weekly basis (e.g. the medium term
capacity outlooks reported under Part 18 are reported on a weekly basis). A weekly publication
requirement is not therefore expected to impose additional reporting costs on industry and would enable
more timely information to be made available to the market.

A weekly publication requirement would also be consistent with the NEM MT PASA and allow for any issues
that AEMO may identify in the NEM or gas MT PASAs that could affect the other market, to be more
effectively taken into account and signalled to the two markets. For example:

e if through the NEM MT PASA AEMO identifies the potential for more GPG to be used because of
planned outages of other generators, then it would be able to take this into account when preparing
the east coast gas system MT PASA and signal any potential issues in a more timely manner

o if through the east coast gas system PASA, AEMO identifies constraints on the availability of gas or
infrastructure, then it would be able to take this into account when preparing the NEM MT PASA and
signal any potential issues in a more timely manner.

A weekly publication requirement would also be more beneficial if seasonal supply-demand constraints
were to emerge, providing greater transparency for market participants to respond in an efficient manner
to emerging supply issues.

3.3.3 Regions to be used for MT PASA

Consistent with the approach set out for the ST PASA (see section 3.2.3) and the feedback provided by
stakeholders through the Stage 2 consultation process (see Table 2.4), the proposed MT PASA provides for
AEMO to assess reliability and supply adequacy on both an aggregate east coast gas system basis and a
regional basis. It also provides for AEMO to determine the regions to be used for both the MT PASA, which
should be the same as those used for the ST PASA, and to specify these in the ECGS Procedures.

3.3.4 Inputs and information requirements for MT PASA

Like the ST PASA, AEMO would be responsible for producing the demand forecasts and the supply and
infrastructure inputs required for the MT PASA. The specific information that AEMO would require to
produce each of these inputs, which has been informed by AEMQ’s feasibility assessment (see Attachment
A), is outlined below.

3.3.4.1 Demand forecasts

As part of AEMO’s feasibility assessment, it considered the options for producing a rolling 12-month
demand forecast. In short, AEMO found that it could employ a similar approach to that used for the GSOO,
which at a high level would involve:>®

% AEMO, Gas Demand Forecasting Methodology Information Paper, March 2024.
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e modelling residential, small to medium enterprise, C&l user and GPG demand and taking into account
any information provided by BB large user facilities (i.e. GPG and C&l facilities with a nameplate rating
>10 TJ/day) on maintenance activities that may affect demand over the outlook period

e basing LNG export demand on information provided by the LNG export projects on the amount of gas
they expect to require for exports, which includes the gas they expect to be consumed in producing,
transporting and compressing the export quantities and transportation losses.

Note that in the latter of these points, the term ‘LNG export project’ is used to refer to the operation of an
LNG export facility (as defined in Part 18 of the NGR) and associated activities, including the production or
purchase of processable gas or natural gas for conversion to LNG or for supply to the domestic market. This
term, which is also used in Part 15D and Part 27 of the NGR, is broader than the LNG export facility concept
currently used in Part 18, because it recognises that the party responsible for operating the LNG export
facility may not be the party responsible for making decisions about how much gas is to be exported. The
proposed rules relating to the provision of information on exports or supply into the domestic market,
therefore apply this broader term, while other existing provisions in Part 18, which relate to the LNG export
facility itself (e.g. nameplate rating, short-term and medium-term capacity outlooks) will continue to apply
to those facilities only.

To implement the approach outlined above, some changes would need to be made to the information
disclosure requirements applying to BB large user facilities and LNG export facilities to require LNG export
projects to provide information on their forecast demand for gas for exports over the outlook period.

Further detail on those changes is provided below.
BB large user facility and LNG export facility maintenance

In contrast to other BB facilities, BB large user facilities are not currently required by the Bulletin Board
provisions in Part 18 of the NGR to report on maintenance. This limitation was overcome to some extent
through the Stage 1 reforms, by implementing a new rule in Part 27 (rule 688(3)) to require BB large user
facilities to provide AEMO with information on any maintenance work expected to be carried out over the
next 24 months, including:

e the dates on which maintenance is expected to start and finish

e the anticipated impact of the maintenance on the daily gas demand.

Rather than continuing to require this information to be reported under Part 27 of the NGR, the proposed
rule change provides for rule 688(3) to be moved to Part 18, so that market participants have greater
transparency of these matters via the Bulletin Board.

Consistent with the approach set out in rule 688(3), BB large user facilities would be expected to report this
information on a monthly basis.

Rule 688(3) also applies to LNG export projects. In contrast to BB large user facilities, LNG export facilities
are already required to report on maintenance under rule 181. There appears therefore to be some
duplication between these reporting obligations in Parts 18 and 27 of the NGR, with the only material
difference between the two obligations being that under rule 688(3) LNG export projects are also required
to report on the anticipated impact on daily gas demand. Rather than maintaining the two maintenance
related reporting obligations, the proposed rule change provides for:

e the consolidation of rules 688(3) (as it relates to LNG export projects) and rule 181
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e rule 181 to be amended to require LNG export facilities to also report on the impacts of maintenance
on daily gas demand.

LNG export projects’ demand forecasts

Consistent with the approach used by AEMO in the GSOO,>” the proposed MT PASA would use information
provided by the LNG export projects to forecast the amount of gas that is expected to be required for LNG
exports over the outlook period.

To enable this to occur, a new reporting obligation would need to be implemented in Part 18 to require the
LNG export projects to provide AEMO with a rolling 12-month daily gas demand forecast for their LNG
processing facilities on a weekly basis. This would include the demand for gas that the project expects to
export, including the gas required for feed gas. This new reporting obligation would replace rule 691(1)(b)
in Part 27 of the NGR.

To address any concerns that may be raised about the commercial sensitivity of these forecasts, the rules
would require AEMO to publish this information on an aggregated basis on the Bulletin Board (i.e.
aggregated across the three LNG projects). A similar approach has been employed for other information
reported on the Bulletin Board, with Division 7 of Part 18 of the NGR setting out a number of
anonymisation and/or aggregation related requirements for information published on the Bulletin Board.

In addition to this change, AEMO has suggested that, as part of the rule change process, consideration be
given to whether the remainder of rule 691 should be retained and/or amended. That is, the requirement
for LNG export projects to provide a forecast to AEMO of the quantity of natural gas that the project
expects to supply to the domestic market for consumption in an east coast jurisdiction for that calendar
month and each of the next 5 consecutive calendar months.

In doing so, AEMO noted that while this information is unlikely to be a direct input to an MT PASA, the
volume of gas the LNG export projects can make available to the domestic market could help to inform an
assessment of the residual net supply available within the east coast gas system. It went on to note that if
the obligation is retained, then there would be value in:

e considering whether the definition of ‘expects to supply to the domestic market’ in rule 691(1)(a) is fit
for purpose, or should be amended to ensure that it can be used for this purpose®®

e moving the obligation from Part 27 to Part 18 of the NGR and extending its forecast period to 12
months and also requiring the information to be reported with a daily granularity.

Like the LNG export information, if this information was to be moved to Part 18, it may also need to be
subject to aggregation rules to address the risk of commercially sensitive information being published.

3.3.4.2 Supply and infrastructure capacity forecasts

Through its feasibility assessment, AEMO also considered the information that would be available to
produce supply and infrastructure capacity forecasts for the MT PASA and concluded it could be based on

57 This is also consistent with the approach the ACCC uses to develop its demand-supply outlook.

%8 One option may be for LNG exporters to report on the net amount of gas that is contracted to be supplied into the domestic market, or
is otherwise available to supply the domestic market, rather than what the projects ‘expect to supply to the domestic market’. This
could potentially overcome one of the problems AEMO has identified, which is that one LNG export project could sell gas to a retailer
assuming this is for domestic consumption (and including this volume of gas in its submission), but that retailer may be selling a similar
volume of gas to another LNG export project, resulting in any estimate of the volume of gas expected to be supplied into the domestic
market, overstating what is actually expected to be supplied.
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the medium term capacity outlooks provided by BB supply and infrastructure facilities under rule 181 of
the NGR

As outlined in section 2.1.2, there are some limitations with the way in which the medium term capacity
outlooks are currently reported under this rule, which principally relate to:

e the way in which daily capacity is measured (see section 3.2.4.3)

e how changes in daily capacity are reported.

The problems with the way in which daily capacity is measured are set out in section 3.2.4.3.

As to how changes in daily capacity are reported, it is worth noting that the medium term capacity outlook
provisions in rule 181(3)(a) and (c) of the NGR currently requires operators to report on the expected start
and end dates of any matters that may affect the daily capacity of the facility and the expected daily
capacity of the facility during that period.

Apart from being difficult to systemise this form of reporting, there is a risk that it could result in gaps in
the reported information. Facility operators could, for example, fail to report on the expected daily capacity
on each day during the affected period. They may also fail to report on changes to capacity outside the
start and end dates.

These limitations were overcome in Stage 1 of the reforms, by implementing a new rule in Part 27 (rule
689(2)) to require BB facility operators (excluding BB large user and LNG processing facilities) to provide
AEMO with a 6-month daily capacity forecast. As a result of this change, BB facility operators are now
reporting two sets of information to AEMO on their facility’s medium term capacity outlook.

To reduce the reporting burden on the BB facility operators, the proposed MT PASA provides for rule
689(2) to be removed and rule 181(3) to be amended to require BB facility operators to report on the daily
capacity of the facility over the Bulletin Board medium term capacity outlook period.>?

3.3.5 Outputs of MT PASA (MT PASA information)

Like the ST PASA, AEMO would be required to publish the following MT PASA information for the east coast
gas system and each region specified in the ECGS Procedures over the rolling 12-month outlook period:

(a) the demand for gas, including the assumed level of GPG demand in these forecasts
(b) the aggregate capacity of BB supply facilities

(c) forecasts of the capacity of infrastructure involved in the supply of gas and any reductions in capacity
that may affect the volume of gas supplied

(d) areliability forecast that includes AEMOQ’s assessment of whether or not the reliability standard is likely
to be breached and, if so, the expected size, timing, duration and location of the forecast breach (this
item would on the outcome of the Reliability Standard & Associated Settings rule change request)

(e) any other information specified by AEMO in the ECGS Procedures.

The ECGS Procedures would set out the manner and form in which AEMO is to publish this information
(including any aggregation or disaggregation of the information listed in (a)-(e)) and the timetable for its
publication. In a similar manner to the ST PASA, in determining the manner and form in which the
information is to be published, AEMO would be expected to:

% This period is currently defined in Part 18 of the NGR as 24 months.
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e Consider how to make the information as accessible as possible and presented in a manner that can be
readily understood by market participants and policy makers. This could, for instance, involve
publishing summary charts and/or other indicators on the Bulletin Board.

e Use its reasonable endeavours to ensure that it publishes sufficient information to allow the east coast
gas system to operate effectively with a minimal amount of intervention by AEMO.

The ECGS Procedures would also set out any additional information that AEMO would publish as part of the
MT PASA. Like the ST PASA, this flexibility has been provided for to accommodate changes that may occur
over time, which may necessitate the publication of other information.

The only other point to note from the list above is that item (d) differs from the proposed ST PASA
information. As outlined in section 3.2.5, the ST PASA information would include an assessment of whether
there are any potential reliability or supply adequacy threats, but not an assessment of whether the
reliability standard is likely to be breached. This difference, which is consistent with what applies in the
NEM PASA, simply reflects the limitations in trying to apply an annual reliability standard measure to a 7-
day outlook period.®® Consistent with the reliability forecasting framework proposed in the Reliability and
Associated Settings rule change, AEMO would be expected to use its reasonable endeavours to ensure this
forecast is prepared in accordance with the proposed AER Gas Forecasting Best Practice Guideline.

3.3.6 Modelling processes and methodologies for MT PASA

Like the ST PASA, AEMO would be required to describe the modelling processes and methodologies it uses
to produce the MT PASA inputs and outputs in the ECGS Procedures.®!

As noted in section 3.2.6, this approach is intended to provide flexibility within the framework for changes
to be made over time if required, while also providing market participants with the information required to
understand how AEMO produces the MT PASA. It also means that market participants would be consulted
if AEMO proposes to make any changes to the processes or methodologies.

While AEMO would have some flexibility in relation to the modelling processes and methodologies, it
would, in the case of the reliability forecast, be expected to apply the reliability standard forecasting
framework proposed as part of the Reliability Standard and Associated Settings proposed rule change. In
keeping with that framework, AEMO would be expected to use its reasonable endeavours to ensure that
this forecast is prepared in accordance with the proposed Gas Forecasting Best Practice Guidelines, which
the AER would be responsible for developing.5?

3.4 Transitional arrangements

Objective of design feature: To provide AEMO and market participants with sufficient time to put in place the
procedures, systems and other arrangements required for the ST and MT PASA, while also providing for the
current gap in the availability of intra-year information to be addressed in a timely manner.

The proposed transitional arrangements provide for:

1. The following to occur within 12-18 months of the final rule being made:

— AEMO to:

60 For example, on page 17 of AEMO’s NEM Reliability Standard Implementation Guidelines, AEMO noted that:

“In the ST PASA timeframe, it is not realistic to consider USE over a financial year in a six-day ST PASA timeframe.”
61 See clause 3.7.3(c)(3) of the National Electricity Amendment (Updating Short Term PASA) Rule 2022 No. 4.
62 Rule change request, East Coast Gas System Reliability Standard and Associated Settings, 5 July 2024, pp. 44-46.
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o develop, and consult on, the PASA provisions to be included in the ECGS Procedures and any
changes to be made to the BB Procedures, and

o putin place any systems that may be required to produce and publish the ST and MT PASA,
and

— those market participants that are subject to new disclosure obligations to start reporting the new
information to AEMO once AEMO publishes the updated ECGS and BB Procedures.

Note that this 12-18-month time frame is intended to strike an appropriate balance between:®3

— providing AEMO and market participants with the time they require to put in place the necessary
arrangements required for the ST and MT PASA, noting that the new disclosure obligations only
apply to a subset of participants and are limited in nature

— helping to address the increasing risk of intra-year reliability and supply adequacy threats in the
east coast gas system, by addressing the current gap in the availability of intra-year information.

2. AEMO to start publishing the first ST and MT PASA within 15-21 months of the final rule being made.
This additional time is intended to provide a gap between AEMO first receiving the information and
starting publication, so that any issues that may be identified with the information that is initially
provided can be addressed.

The final form of the transitional arrangements and timings would, of course, be a matter for the AEMC to
determine, based on the final form of any rule change that is made and following consultation with AEMO
and those market participants subject to new disclosure obligations.

The transitional arrangements also provide for those reporting obligations under Part 27 of the NGR that
are to be removed, to continue until the new reporting commences under Parts 18-20 of the NGR. This is to
ensure that there are no gaps in the information that AEMO requires to carry out its east coast gas system
reliability and supply adequacy monitoring and communication functions.

3.5 Reliance of the proposed design on other rule change requests

As the preceding discussion highlights, the proposed design of the MT PASA assumes that there is a
reliability standard in place that can be used to assess reliability and supply adequacy. It also assumes that
the reliability standard forecasting framework proposed as part of the Reliability Standard and Associated
Settings proposed rule change is in place.

If, for some reason, the AEMC decides not to implement the reliability standard or this framework, then
further consideration would need to be given to how this assessment should be undertaken by AEMO.
Similarly, if the AEMC decides to delay the implementation of the reliability standard or the reliability
standard forecasting framework, it would need to consider what, if any, additional transitional
arrangements may be required for the ST PASA and/or MT PASA.

Some consideration has been given to this in AEMOQ’s feasibility assessment. In short, AEMO has stated that
if there is a delay in the Reliability Standard and Associated Settings proposed rule change, a staged

8 While not provided for in the proposed rule change, there are other ways in which the implementation of the ST and MT PASA could be
fast tracked that the AEMC could consider. For example, if there is some certainty at the draft determination stage on the scope of the
ST and MT PASA, AEMO could potentially be asked to commence work on the required amendments to the procedures and
implementation of systems prior to the final determination. If this were to occur, the transitional rules could allow any consultation
carried out by AEMO prior to the rule being made as counting towards the consultation requirements. The AEMC could also consider
alleviating AEMO of the requirement to comply with the standard consultative procedure for the initial changes to the ECGS and
Bulletin Board Procedures.
Similar approaches have been employed in prior rules changes, which has enabled these types of reforms to be in place sooner than
they otherwise would be. For example, a similar approach was employed in the capacity trading reforms (see Schedule 5 of the NGR)
and the east coast gas system reliability and supply adequacy amendments (see Schedule 1 Part 19 of the NGR).
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approach could be employed with the PASA, with AEMO potentially publishing the ST PASA and other key
aspects of the MT PASA, but excluding the proposed reliability forecast.

In addition to the interlinkages, the Reliability Standard and Associated Settings proposed rule change
noted that if a decision was made to implement a PASA, GSAR conference provisions in rule 692 would
need to be amended. That is, to require AEMO to convene a conference if it identifies an actual or potential
breach (a forecast breach) of the reliability standard in the PASA that is expected to: (a) occur within the
next 12 months; and (b) require market participants to respond in order to mitigate the forecast breach.

64 Rule change request, East Coast Gas System Reliability Standard and Associated Settings, 5 July 2024, pp. 48-49.
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4 Proposed rule change

This section provides an overview of the changes that would need to be made to the NGR to implement the
proposed ST and MT PASA.

4.1 Overview of the proposed rule

To give effect to the proposed ST and MT PASA, changes would need to be made to the NGR to:

e accord AEMO responsibility for preparing and publishing the ST and MT PASA and, in keeping with the
principles based approach taken by the AEMC in its 2022 NEM ST PASA rule change (see Box 2.1), set
out those aspects of the ST and MT PASA design that are to be specified in the NGR and those that
AEMO would have some flexibility to change through the ECGS Procedures or other guidance material

e ensure AEMO has access to the information it requires to prepare the ST and MT PASA and that
duplicative or overlapping reporting obligations are removed

e implement the transitional arrangements set out in section 3.4

e make consequential changes as required.

This would primarily require changes to Parts 15B, 18-20 and 27 of the NGR and the transitional rules in
Schedule 1 of the NGR.

Further detail on the proposed changes to the NGR is provided below.
4.2 Proposed changes to the NGR

Table 4.1 provides an overview of the existing rules that would need to be amended and the new rules that
would need to be made to implement the proposed ST and MT PASA. Blue text is used in this table to
identify those aspects of the proposed rule change that are contingent on other rule changes being made.

It is worth noting that in developing the proposed changes, consideration has, where relevant, been given
to the relevant ST and MT PASA provisions in the NER. Consideration has also been given to the rule
changes proposed in following rule change requests, which are intended to be read together with this rule
change request:

e the Reliability Standard & Associated Settings rule change request
e the Supplier of Last Resort Mechanism rule change request

e the Extension of the Bulletin Board Medium Term Capacity Reporting Requirements for Planned Supply
& Delivery Infrastructure Closures rule change request.

In addition to the changes set out in Table 4.1, changes would also need to be made to both the ECGS
Procedures and the BB Procedures.
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Table 4.1: Proposed changes to the NGR

New or Existing Description of existing rule Proposed change

existing Rule no. or focus of new rule

Implementation of the ST and MT PASA (requires changes to Parts 15B and 27 of the NGR)

Part 15B Procedures

Existing Rule List of PASA related matters To be amended to provide for the following PASA related matters to be set out in the East Coast Gas System Procedures.
135EA(7) that can be dealt with in the

East Coast Gas System
Procedures (i)  the short term PASA

a) how AEMO will prepare the demand forecasts and other inputs required for:

(i) the medium term PASA
(b) the processes or methodologies AEMO will use to produce:

(i)  the short term PASA information set out in proposed rule 691B(1)(a)

(ii)  the medium term PASA information set out in proposed rule 691B(1)(b)
(c) any additional information that AEMO will publish as part of the:

(i)  short term PASA information under proposed rule 691B(1)(a)(vi)

(i)  medium term PASA information under proposed rule 691B(1)(b)(vi)
(d) the regions to be used for both the short term PASA and medium term PASA
(e) the timetable for the publication of both the ST PASA and MT PASA

(f)  the manner and form in which AEMO is to publish the ST PASA and MT PASA information, including the way in which this information is to be
aggregated

(g) any other matters relating to the ST PASA and MT PASA contemplated by the Rules.

Existing Rule 135EB  Preconditions for making To be amended to require AEMO to be satisfied that any procedures made in relation to the PASA are appropriate having regard to:

Procedures .
= the purpose of the PASA in proposed rule 691A

= the requirement in proposed rule 691B(7) that AEMO use its reasonable endeavours to ensure that it publishes sufficient information to allow
the ECGS to operate effectively with a minimal amount of intervention by AEMO

Part 27 East coast gas system reliability and supply adequacy

Existing Rule 680 New PASA related definitions  To be amended to include new definitions for:
= 7-day outlook means the period encompassing gas day D to gas day D+6

= 12-month outlook means the period encompassing gas weeks W+1 to W+51
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New or Existing Description of existing rule Proposed change

existing Rule no. or focus of new rule

= BB blend processing facility, BB compression facility, BB production facility, BB storage facility, LNG import facility have the same meanings as in
Part 18.

= BB supply facilities means BB production facilities, BB storage facilities and LNG import facilities.
= BB supply and infrastructure facilities means BB supply facilities, BB transportation facilities and BB storage facilities.®®
= BB transportation facilities means BB pipelines and BB compression facilities.

= PASA means the medium term and short term processes described in proposed rule 691B to be administered by AEMO.

New Rule 691A New rule to set out the The purpose of the PASA is to make information relating to the reliability and adequacy of the supply of covered gas within the east coast gas system
Division 2A purpose of the PASA available to PASA users up to at least 1 year in advance to facilitate informed and efficient decisions about:

Projected

AssJessment (a) the provision and use of covered gas and covered gas services and BB infrastructure facility outages within the east coast gas system over that period
of System (b) responses to any identified risk or threat within the east coast gas system over that period.

Adequacy

in Part 27 Rule 691B New rule to set out AEMO’s (1) AEMO must prepare and publish the following:
PASA obligations and

functions (a) A short term PASA on a daily basis that provides for a rolling 7-day outlook of the following for the east coast gas system and each region

specified in the East Coast Gas System Procedures for each gas day, D to D+6:

(i)  the demand for covered gas, including the assumed level of GPG demand in these forecasts

(i)  the supply of covered gas

(iii) the aggregate capacity of BB supply facilities, including any anticipated reductions in capacity due to outages or constraints

(iv) the aggregate capacity of BB transportation facilities, including any anticipated reductions in capacity due to outages or constraints
(v) actual or potential risks or threats to the reliability or adequacy of the supply of covered gas on a gas day

(vi) any other information specified in the East Coast Gas System Procedures.

(b) A medium term PASA on a weekly basis that provides for a rolling 12-month outlook of the following for the east coast gas system and each
region specified in the East Coast Gas System Procedures for each gas week, W+1 to W+51:

(i) the demand for covered gas, including the assumed level of GPG demand in these forecasts

(i) the aggregate capacity of BB supply facilities

(iii) forecasts of the capacity of BB supply and infrastructure facilities and any reductions in capacity that may affect the volume of covered gas
that can be supplied by those facilities

(iv) [To be included if Reliability Standard & Associated Settings rule change made] a reliability forecast that includes AEMQ’s assessment of
whether or not the reliability standard is likely to be breached and, if so, the expected size, timing, duration and location of the breach

(v) any other information specified in the East Coast Gas System Procedures.

8 This list and other proposed rules that apply to BB facilities should also include BB blend processing facilities once those facilities become subject to Part 18.
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New or Existing Description of existing rule Proposed change

existing Rule no. or focus of new rule

(2) The information in subrule (1) must be prepared and published by AEMO in accordance with this rule and the East Coast Gas System Procedures.

(3) AEMO must publish the information in subrule (1) in accordance with the manner and form requirements and the timetable set out in the East Coast
Gas System Procedures.

(4) AEMO may publish updated versions of the information in subrule (1) if it becomes aware of new information that would result in a material change in
its assessment of the reliability or adequacy of the supply of covered gas over the relevant outlook period.

(5) [To be included if Reliability Standard & Associated Settings rule change made] AEMO must use reasonable endeavours to ensure that a reliability
forecast is prepared in accordance with the Gas Forecasting Best Practice Guidelines and includes the following matters:

(a) AEMO’s unserved gas forecast, peak demand forecast and assessment of whether or not there is a forecast breach of the reliability standard
(b) if there is a forecast breach of the reliability standard:
(i) the expected size, timing, duration and location of the forecast breach
(ii) AEMO’s assessment of what would be required to address the forecast breach.
(6) AEMO also has the following functions in relation to the PASA:

(a) to prepare the inputs required for the short term PASA and medium term PASA having regard to the information available to it under Parts 15D,
18-20 and 27 of the NGR and other information available through the performance of its NEM functions under the National Electricity Law and
National Electricity Rules

(b) to determine the regions that will be used for both the short term PASA and medium term PASA, with the same regions to be used for both
PASAs.

(7) AEMO must use its reasonable endeavours to ensure that it publishes sufficient information to allow the east coast gas system to operate effectively
with a minimal amount of intervention by AEMO.

Information disclosure related rule changes (requires changes to Parts 15B, 18-20 and 27)

Part 15B Procedures

Existing Rule List of matters that can be To be amended to include the following items:
135EA(3) dealt with in Bulletin Board . . . . . .
Procedures (a) when maintenance is taken to materially constrain the normal operation of gas related infrastructure

(b) how linepack zones and pipeline segments must be determined
(c) how linepack or types of linepack must be measured

(d) how daily capacity must be reported under Part 18.

Existing Rule List of matters that can be To be amended to remove all the matters in item (c) except item (vii) (i.e. the circumstances in which information must be reported under rule
135EA(7) dealt with in East Coast Gas 689(4)).

System Procedures Note that the reference to 689(4) may also need to be modified if the rule number changes.
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New or Existing Description of existing rule Proposed change

existing Rule no. or focus of new rule

Part 18 Gas Bulletin Board

Existing Rule 141 Definitions Rule to be amended in the following ways:
= Definition of daily capacity to be amended to:
— enable AEMO to provide further detail on how daily capacity is to be measured (this could be done by leaving what is there currently, but
adding to the introductory sentence ‘daily capacity means the following and as further defined in the BB Procedures’ or similar)
— require BB pipelines to report the daily capacity for each pipeline segment (e.g. (b) could be amended to include a new subrule that says
“for a pipeline:
for each pipeline segment and direction in which gas can be transported on the pipeline the quantity of gas that can be transported
through the pipeline segment on a gas day in that direction.)
= New definition of gas buyer to be added as follows: “gas buyer” means a person who is, or has a right to purchase gas from a gas producer or
LNG import terminal operator.
= New definition of gas producer to be added as follows: “gas producer” means a person who carries on a business of producing 1 or more
primary gases.

= Definition of ‘LCA flag’ for a BB pipeline to be amended to require the specified information to be reported for each pipeline segment (rather
than for the whole pipeline).
= New definition of ‘linepack and linepack zone’ to be added as follows: “linepack and linepack zone have the meanings given by the BB
Procedures”.
= New definition of ‘LNG export project’ to be added as follows: “LNG export project has the same meaning as in Part 15D”.%¢
= New definition of ‘maintenance work’ to be added as follows: “maintenance work means work that materially constrains, as specified by the
BB Procedures, the normal operation of the equipment being maintained.”
= Definition of medium term capacity outlook to be amended to reflect the requirement to provide a daily capacity forecast, to require BB
pipelines to provide information for each pipeline segment and to separate the outlook period into a separate definition so it can be used in
other rules, as follows:
—  medium term capacity outlook for a BB facility means a daily capacity forecast and information about matters expected to affect the daily
capacity of the BB facility and for BB pipelines, the daily capacity of pipeline segments, over the medium term capacity outlook period,
provided by the relevant facility operator including the information required under rule 181.

—  medium term capacity outlook period means an outlook period of 24 months beyond the current short term capacity outlook period.
= New definition of ‘pipeline segment’ to be added as follows: “pipeline segment has the meaning given by the BB Procedures”.
= Definition of short term capacity outlook to be amended to recognise the provision of short term capacity outlook information by BB pipelines
on a pipeline segment basis, as follows:
(b1) for a BB pipeline, the facility operator's good faith estimate of the daily capacity of the BB pipeline and each pipeline segment for each of
gas days D to D+6;

6 As this definition is used in multiple parts of the NGR (i.e. Part 15D, Part 18 and Part 27), it may be appropriate to move it into Part 1 (rule 3) of the NGR.
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Proposed change

Existing

Rule 143A Application to specified NT
facilities and fields®”

Amendments to:
= Include a new sub-rule (i.e. rule 143A(2AA)) that states that Part 18 does not apply in respect of:
(a) an LNG export project that includes the operation of an LNG export facility that is an exempt NT facility; or
(b) the responsible entity for such a project,
until the until the date specified in a BB application notice to an exempt NT facility operator in respect of one or more exempt NT facilities.

= Rule 143A(3) to make clear that if a BB application notice is given in respect of an exempt NT facility, Part 18 applies to the LNG export project
and its responsible reporting entity from the date specified in the notice.

= Rule 143A(4) to require the AER to issue the BB application notice to the exempt NT facility operator and the responsible reporting entity (if
different).

= Rule 143A(6) to require the BB application notice to include the date from which Part 18 will apply to the responsible reporting entity.

New and
existing

Division 3 Registration by LNG export
project

= New rule 150A to be inserted to require the owner, operator or controller of an LNG export project to register under Pt 18 as the responsible BB
reporting entity for the project. This rule could be modelled on rule 150 and allow for a responsible reporting entity to be identified if there is more than
one owner, operator or controller of an LNG export project. This rule should be classified as a tier 1 civil penalty provision.

= Existing rule 156 should also be amended to require the responsible reporting entity to notify AEMO if the identity changes.
= QOther consequential changes may also be required in Division 3 to recognise this new form of registration.

As Part 27 already provides for the registration of a responsible reporting entity for an LNG export project, a transitional rule could deem all the
current registered responsible reporting entities to be so registered.

Existing

Rule 165 Information standard

New subrules required to capture LNG export projects and BB shippers in the information standard as follows:

(d1) LNG export project means the practices, methods and acts that would reasonably be expected from an experienced and competent person
engaged in the ownership, operation or control of an LNG export project in Australia

(d2) BB shipper means the practices, methods and acts that would reasonably be expected from an experienced and competent person engaged in
the use of services provided by means of a BB facility.

Rule 165(1) to be amended to also include a BB shipper.

Existing

Rule 167A BB shipper obligations

New rule to require BB shippers to on a daily basis provide BB facility operators their good faith best estimates of:
= nominations for the BB shipper’s use of the BB facility the next gas day, D

= forecasts for the BB shipper’s use of the BB facility for each gas day D+1 to D+6.

Existing

Rule 168 Nameplate rating
information

Rule 168(2A) to be amended to require information to be reported for each pipeline segment, as follows:

87 These amendments are required to ensure that NT export projects are not inadvertently captured by Part 18 until they are intended to, i.e. when a BB application notice is given.
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(2A) In addition to the information under subrules (1) and (2), a BB reporting entity for a BB pipeline must provide to AEMO the nameplate rating
for each receipt point and delivery point and each pipeline segment on the BB pipeline.

Existing Rule 178 Short term capacity New subrule to require BB pipelines to report a short term capacity outlook for each pipeline segment, as follows:
outlook information . . L . . L . o
(1A) A BB reporting entity for a BB pipeline must provide to AEMO a short term capacity outlook for each pipeline segment on each of its BB pipelines.
This will also necessitate a change to 178(2) to recognise this new subrule.
New Rule 179A Linepack outlook for BB New rule to be added to require BB pipelines to report on the linepack outlook, as follows:
pipelines

179A Linepack outlooks for BB pipelines

(1) A BB reporting entity must provide to AEMO a forecast of the amount of linepack in a linepack zone for each of its BB pipelines.

(2) The BB reporting entity must provide the information specified in subrule (1) to AEMO each gas day D-1 for gas days D to D+6, except in
circumstances where, in accordance with rule 167, the BB Procedures permit the BB reporting entity to rely on an exemption and the use of
default values for a gas day.

(3) A BB reporting entity must update the information it has provided under subrule (1) for a gas day if there is a material change and must do so
as soon as practicable in accordance with rule 165(3).

Existing Rule 181 Medium term capacity Rule to be amended as follows:
outlooks

= New subrule to require BB pipelines to report a medium term capacity outlook for each pipeline segment, as follows:

(1A) A BB reporting entity for a BB pipeline must provide to AEMO a medium term capacity outlook for each pipeline segment on each of its
BB pipelines.

This will also necessitate a change to 181(2) to recognise this new subrule.

= Rule 181(3) to be amended to require BB reporting entities to report a daily capacity forecast and information on maintenance work, as
follows:

A medium term capacity outlook provided to AEMO in accordance with this rule must identify the BB facility to which the outlook relates and
must contain:

(a) a daily capacity forecast for each day of the medium term capacity outlook period; and

(b) for each instance in which maintenance work is expected to affect the daily capacity of the BB facility over the medium term capacity outlook
period:

(i) adescription of the maintenance work, including the expected start and end dates; and

(ii) in the case of LNG export facilities, the anticipated impact of maintenance on the expected daily gas demand.
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New Rule 181A BB large user facility New rule to be added to replace rule 688(3), with the new rule to be largely modelled on this existing rule but also specifying when the
maintenance information is to be reported and updated, as follows:

181A Maintenance work affecting BB large user facilities

(1)

(2)

3)

A BB reporting entity for a BB large user facility must provide to AEMO the following information if it expects to undertake any maintenance
work that will affect the BB large user facility’s daily consumption of gas over the medium term capacity outlook period:

(a) the dates on which the maintenance is expected to start and finish; and

(b) the anticipated impact of the maintenance work on the expected daily gas demand between the expected start and end dates identified
in (a).

The BB reporting entity must provide the information referred to in subrule (1) to AEMO at the start of each month, starting on the day specified
in the BB Procedures, except in circumstances where, in accordance with rule 167, the BB Procedures permit the BB reporting entity to rely on
an exemption and the use of default values for a gas day.

A BB reporting entity must, as soon as practicable in accordance with rule 165(3), update information provided under this rule if there is a
material change in the information.

New Rule 181B LNG export project New rule to require LNG export projects to provide a rolling 12-month forecast of the gas required for LNG exports, including feed gas.

forecast gas required for

181B Gas export demand forecasts for LNG export projects

exports

(1) The responsible reporting entity for an LNG export project must provide to AEMO a forecast of the LNG processing facility’s daily consumption
of gas for each gas day over the next 12 months, in accordance with the BB Procedures.®®

(2) The responsible reporting entity for the LNG export project must provide the information referred to in subrule (1) to AEMO at the start of each
week, starting on the day specified in the BB Procedures, except in circumstances where, in accordance with rule 167, the BB Procedures permit
the reporting entity to rely on an exemption and the use of default values for a gas day.

(3) The responsible reporting entity for an LNG export project must, as soon as practicable in accordance with rule 165(3), update information
provided under this rule if there is a material change in the information.

Existing Rules 182- Nominations and forecast Rules to be amended to:
185 use of BB facilities

require BB facility operators to provide information based on the nominations and forecasts provided by BB shippers in accordance with new
rule 167A

continue to allow BB facility operators to use its own estimates if the shipper’s estimates are not received in time

68

the week.

The inclusion of ‘in accordance with the BB Procedures’ is intended to provide for some flexibility in the way information is reported, including by potentially allowing for some averaging of consumption across
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= require the BB facility operator to indicate if the nominations and forecasts are based on BB shippers’ estimates, its own estimates or a
combination of the two.

Existing Rule 185 Nominated and forecast use Rule to be amended to require the BB reporting entity for a BB production facility and LNG import facility to ensure that the nominations and
of production facilities and forecasts it reports to AEMO are based on gas buyers’ good faith best estimate of the gas they intend to purchase for each gas day D to D+6.
LNG import facilities
New Rule 195D Aggregation of LNG export New rule required to require AEMO to publish the LNG export projects rolling 12-month forecasts on an aggregate basis across the three projects.
demand forecasts
Part 19 Declared Wholesale Gas Market Rules
Existing Rule 211 Timing of submission of Timing of submissions of demand forecasts to be extended to require forecasts to be provided for each day up to 7 days before the gas day.
demand forecasts
Note the timing for all other submissions should remain as it currently is.
Part 20 Short Term Trading Market Rules
Existing Rule 410 Timing of submission of price  Timing of the submission of price taker bids to be extended to require forecasts to be provided for each day up to 7 days before the gas day and
taker bids references to ‘not previously submitted’ removed.
Note the timing for all other submissions in this rule should remain as they currently are.
Part 27 East coast gas system reliability and supply adequacy
Existing Rule 680 List of definitions The definition of ‘linepack, linepack zone and pipeline segment’ can be removed.
Existing Rule Application of Division®® Rule to be amended as follows:
682(1) = amend rule 682(1)(b) to state that the Division does not apply to an exempt NT facility operator in relation to the exempt NT facility until Part
18 starts applying to that NT facility and its responsible reporting entity.
= include a new sub-rule (682(1)(c) to state that the Division does not apply to an LNG export project that includes the operation of an LNG
export facility that is an exempt NT facility until Part 18 starts applying to the LNG export project and its responsible reporting entity.
Existing Rule General Rule 683(4) to be removed.
683(4)
Existing Rule ECGS information standard  Rule 684(2)(b) to be removed.
684(2)(b)
Existing Rule 687 Retailers that sell gas Rule 687 to be removed.

8 These amendments are required to ensure that NT export projects are not inadvertently captured by Part 27 until they are intended to and to link the reporting timing to when Part 18 reporting commences.
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Rule 688

Existing BB large user facilities and Rule 688 to be removed
LNG export projects
Existing Rule Information on recall to Rule to be amended as follows:
689(1)-(3 service and events or
(1-3) . = subrule 689(1) is to be retained.
circumstances that may
affect the reliability of gas = subrules 689(2)-(3)(a) to be removed.
suppl
PPy = subrules 689(3)(b) to be retained but needs to be read in conjunction the requirement to report maintenance work under rule 181.
= subrule 689(4) to be retained.
The name of this rule could be changed to something like “Information on recall to service and events or circumstances that may affect the reliability
of gas supply”.
Existing Rule 690 BB pipelines Rule 690 to be removed.
Existing Rule 691 LNG export projects Subrule 691(b) to be removed.
Subrule 691(a) to be reviewed as part of the rule change process and potentially moved into Part 18 of the NGR, along with other potential
changes to ensure it is fit for purpose (see section 3.3.4.1) .
Schedule 1 Transitional provisions
New n.a. Major project Transitional rule required to enable AEMO to recover the costs associated with the implementation of the PASA as a Major Project.
New n.a Continued reporting Transitional rule to be included to require entities to continue to report information under Part 27 until the new reporting commences under Parts
under Part 27 until new 18-20 of the NGR.
rule takes effect
New n.a. Implementation timings Transitional rule to be included to require:
=  AEMO to develop, consult on and update the ECGS and BB Procedures within 12 (or 18) months of the final rule being made
= BB reporting entities and STTM and DWGM participants to commence reporting the information to AEMO once the revised ECGS and BB are
published
= AEMO to commence publishing the ST and MT PASA within 15 (or 21) months of the final rule being made.
Other consequential changes
Existing 692 Provides for the convening To be amended to include a requirement for AEMO to convene a conference if it identifies an actual or potential breach (a forecast breach) of the

of gas supply adequacy and
reliability conferences

reliability standard in the PASA that is expected to (a) occur within the next 12 months; and (b) require market participants to respond in order to
mitigate the forecast breach.
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Note that an equivalent change was proposed in the Reliability Standard & Associated Settings rule change request for breaches identified by

AEMO in the GSOO or VGPR. This change is therefore just intended to extend the list of potential ways in which AEMO may identify the breach to
the PASA. .
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5 Consistency of the proposed rule change with NGO

In keeping with s. 291 of the NGL, the AEMC may only make a rule if it is satisfied that the rule will, or is
likely to, contribute to the NGO. The NGO is set out in s. 23 of the NGL, and states:

The objective of this Law is to promote efficient investment in, and efficient operation and use of, covered
gas services for the long-term interests of consumers of natural gas with respect to—
(a) price, quality, safety, reliability and security of supply of covered gas; and
(b) the achievement of targets set by a participating jurisdiction—
(i) for reducing Australia’s greenhouse gas emissions; or

(ii) that are likely to contribute to reducing Australia’s greenhouse gas emissions.

As outlined in section 1, the tightening demand-supply conditions in the east coast gas system, together
with the energy transition and the increasing interrelationship with the NEM, are expected to result in the
coast gas system becoming more susceptible to reliability and supply adequacy threats (see Box 1.1). It is
against this backdrop that the proposed rule change must be considered.

At a high level, the proposed rule change is expected to support more timely, informed and efficient
market led-responses and decisions by market participants, AEMO and policy makers about how to
respond to intra-year reliability and supply adequacy threats. That is, by providing more timely signals
about the intra-year demand-supply balance, infrastructure constraints and any potential threats to the
reliability or adequacy of supply that arise within the year.

It is therefore expected to contribute to the NGO by:

e supporting the maintenance or improvement of the reliability and adequacy of the supply of gas (or, in
the words of the NGO, the ‘reliability and security of supply of covered gas’), and

e promoting the efficient operation and use of covered gas services,

both of which are in the long-term interests of consumers of covered gas in the east coast gas system.
With the east coast gas system’s exposure to reliability and supply adequacy threats increasing, these
reliability, security of supply and efficiency related benefits are expected to be material and increasing over
time.

Consistent with the principles of best practice regulation, the proposed rule change is also intended to be:
e  targeted, fit-for-purpose and proportionate to the issues they are intended to address

e assimple and well-integrated with existing market and regulatory arrangements as possible

e  designed in a way that minimises administrative burdens and compliance costs, and

e flexible enough to adjust to changing market conditions.

Further detail on how the proposed rule change is expected to contribute to the NGO is provided below.

5.1 Supporting the maintenance or improvement of the reliability and
security of supply of covered gas

The proposed rule change is expected to help maintain or improve the reliability and security of supply to
consumers of covered gas in the east coast gas system. It is expected to do so by providing market
participants with the information they require to:
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e plan more effectively for those periods where the reliability or security of supply may be at greatest
risk (e.g. in winter, or when maintenance of key supply infrastructure is expected to occur), by putting
in place additional measures through these periods to maintain or improve the reliability or security of
supply (e.g. by placing gas in storage, or, in the case of large users, undertaking maintenance), and

e respond more effectively to any reliability or supply adequacy threats that actually arise within a year.

The information made available through the ST and MT PASA is also expected to help maintain or improve
the reliability and security of supply, by enabling:

e AEMO to respond more effectively to any reliability or supply adequacy threats that the market fails to
adequately address

e jurisdictional Ministers and, in the case of multi-jurisdictional threats, NGERAC, to respond more
effectively if their emergency response powers are triggered

e other policy decisions that can directly affect the reliability or security of supply (including the
potential exercise of the ADGSM), to be made in a more timely and informed manner.

Consistent with the NGO, the principal beneficiaries of maintaining or improving the reliability and security
of supply in an efficient manner will be covered gas consumers. The proposed rule change is therefore
expected to be in the long-term interests of covered gas consumers in the east coast gas system, with
respect to reliability and security of supply.

5.2 Promoting economic efficiency

The proposed rule change is also expected to promote the efficient operation and use of covered gas
services.

It is expected to so by supporting efficient decision-making by market participants about:

e their demand for and supply of gas, and the operation and use of infrastructure involved in the supply
of covered gases

e inthe case of infrastructure owners, the timing of planned outages.

This includes supporting timely, informed and efficient market-led responses to reliability and supply
adequacy threats, which could help to reduce or obviate the need for AEMO to intervene through the use
of more interventionist, less efficient and potentially less effective tools.

It is also expected to support more efficient decision-making by AEMO about the operation and use of
covered gas services in those cases where market participants are unable to adequately address a threat.
Similarly, it is expected to support efficient decision-making by jurisdictional Ministers and, if required,
NGERAC, about the operation and use of covered gas services, in those cases where the emergency
response powers are required to address a reliability or supply adequacy threat.

The proposed rule change is also expected to support more efficient planning and policy decisions by
governments that could directly affect the efficient operation and use of covered gas services. This includes
the potential exercise of the ADGSM by the Commonwealth Minister for Resources, which, as the ACCC
noted in its submission to the Stage 2 consultation process, could be informed by the MT PASA.
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6 Expected benefits, costs and impacts of the
proposed rule change

This section outlines the expected benefits and costs of the proposed rule change, as well as the potential
impacts on affected parties.

6.1 Expected benefits

The main benefits of the proposed rule change are those set out in sections 5.1-5.2. That is, the benefits
associated with enabling more timely, informed and efficient decision-making by market participants,
AEMO and policy makers and supporting market-led responses to reliability and supply adequacy threats,
which include:

e maintaining or improving the reliability and adequacy of gas supply in the east coast gas system, and

e promoting the efficient operation and use of covered gas services.

Consumers of covered gas services in the east coast gas system would be the primary beneficiaries of the
reliability and supply adequacy and efficiency related benefits, with consumers expected to benefit
through:

e areduction in the risk of supply interruptions, which could otherwise result in the curtailment of supply
to these consumers (avoided curtailment benefit)

e prices for covered gas services being lower than what they otherwise would have been, as a result of
improvements in the efficiency with which covered gas services are supplied and used (price benefit)

e arange of other economic efficiency benefits, including as a result of a reduction in the deadweight
loss that would otherwise result from an inefficient allocation of resources (other efficiency benefits).

Market participants would also benefit from the proposed rule change. That is, by being able to make
more timely, informed and efficient decisions about the supply and use of covered gas services, and, as a
number of stakeholders noted in their responses to the Stage 2 consultation process, more efficient
operational and commercial decisions (see section 2.2.2). They would also have a greater level of
transparency as to how AEMO will act. Market participants are therefore expected to incur lower direct
and indirect costs than they otherwise would in the absence of the rule change.

It may also support more effective planning by market participants for seasonal and peak demand
conditions in the east coast gas system and the NEM.

AEMO would also benefit from the proposed rule change. That is, by being able to respond in a more
timely, informed and efficient manner to any reliability or supply adequacy threats the market fails to
adequately address.

The ST and MT PASA would also provide AEMO with a more objective basis to decide whether or not to
exercise its east coast gas system functions, including whether to convene gas supply and reliability
conferences. issue risk or threat notices and/or use its last resort RSA management tools.

The ST and MT PASA could also help to inform other functions that AEMO performs in both the east coast
gas system (including the market operator role played in the STTM and DWGM and the system operator
role played in the DTS) and the NEM.
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Policy makers would also benefit from the proposed rule change by being able to make more timely,
informed and efficient planning and policy decisions. The ST and MT PASA could also:

e help jurisdictional Ministers and, if required, NGERAC, to make more timely, informed and efficient
decisions about the potential use of emergency powers, if market participant and AEMO actions fail to
address a threat, and

e enable the emergency powers to be used in a more orderly manner than they otherwise would.

While it has not been possible to quantify the benefits at this stage of the process, it is worth noting that in
other similar rule changes, the types of benefits outlined above have been found to be material. For
example:

e Inthe DWGM Interim LNG Storage Measures rule change, the AEMC found that the value of avoided
curtailment can be significant, with its analysis indicating that a curtailment in the gas market would
only have to occur once every 28 years (or in the NEM, once every 45-125 years) for the costs
associated with that rule change to be recovered.

e Inthe Measures to Improve Transparency in the Gas Market Regulation Impact Statement process,
Frontier found that supporting more timely, informed and efficient decision-making through a range
of transparency measures (including improvements to the GSOO) could be:”®
“..expected to generate relatively high benefits in terms of:
= reducing search and transaction costs for market participants;
= facilitating more efficient investment across the market;
= reducing the deadweight loss associated with an inefficient allocation of resources;
= enabling more informed and efficient decisions to be made by market participants across the supply chain;

and

= facilitating improved decision making by policymakers and regulators.”

While not directly transferrable to this rule change request, the AEMC and Frontier findings do provide
some insight into the nature and scale of the benefits associated with avoiding curtailment and supporting
timely, informed and efficient decision-making and market-led responses.

It is also important to recognise the backdrop against which this rule change is being proposed. As outlined
previously, tightening demand-supply conditions in the east coast gas system, coupled with the energy
transition and the increasing interrelationship with the NEM, are expected to result in the east coast gas
system becoming more exposed to reliability and supply adequacy threats (see Box 1.1). The benefits
associated with avoided curtailment and more timely, informed and efficient decision-making are therefore
expected to be material and to increase over time.

6.2 Expected costs

The proposed rule change is expected to give rise to implementation and ongoing administrative and
reporting costs for AEMO and those market participants that will be subject to some incremental disclosure
obligations. It is also expected to give rise to some cost savings for market participants, with a number of
the current disclosure obligations in Part 27 of the NGR to be removed.

Table 6.1 provides an overview of the types of costs AEMO and market participants are likely to incur and
the sources of cost savings. As it highlights:

70 Note that Frontier’s findings were not separately published, they were instead reported in COAG Energy Council, Transparency in the
Gas Market — Regulation Impact Statement for Decision, March 2020, p. 127.
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e AEMO is expected to incur most of the costs associated with the implementation and ongoing

publication of an ST and MT PASA, which it would be expected to pass through to market participants

in the form of participant fees. In AEMOQ’s feasibility assessment, it noted that:”?

“Based on the initial assessment, AEMO considers the PASA implementation to be a significant undertaking that
will require substantial enhancements and uplifts to existing AEMO systems and processes. A dedicated

program of work will be required, with significant time and resources including technology development,

testing, and change management efforts. AEMO will develop detailed cost estimates as part of the

implementation planning process, but initial indications are that this will be a material expense reflecting the

scale and complexity of the changes required.”

e Most of the market participant costs are expected to be offset by the removal of other reporting

obligations under Part 27 of the NGR, with the remainder expected to be of an incremental nature

only (i.e. because they build on existing reporting obligations under Parts 18-20 and 27 of the NGR).

While it has not been possible at this stage of the process to quantify the costs AEMO and market

participants are likely to incur, they are expected to be outweighed by the benefits set out in section 6.1.

Table 6.1: Types of costs AEMO and market participants are likely to incur and cost savings

Party New costs Cost savings
| Implementation costs | Ongoing costs |
AEMO Amendments to the ECGS Procedures to Updates to the ECGS n.a.
implement the ST and MT PASA. Procedures, as required.
Amendments to the BB Procedures to specify a Updates to the BB n.a.
number of new reporting requirements. Procedures, as required.
Implementation of systems required to produce Costs of operating and n.a.
the inputs (including the demand forecasts) and maintaining systems, as
publish the outputs of the ST and MT PASA. required.
Implementation of notification and alert systems n.a
to monitor PASA outcomes and trigger alerts.
Potential development of data quality monitoring Cost of development of n.a
and reporting capabilities if necessary. capabilities, as required.
DWGM and Incremental costs of putting in place systems to Incremental daily reporting ~ These additional costs
STTM provide additional demand forecasts to AEMO for costs. are expected to be
participants  gas days D+3 to D+6. offset by the removal of
BB shippers  Incremental costs of putting in place systems and Incremental daily reporting the Part' 27 requirement
and gas processes in place to provide the following, to the costs. for retal'lt.er.s, BB large
buyers extent systems are not already in place: user fauht.n.as. and LNG
. BB facilit ¢ dail d faith best export facilities to
raciity ‘f’pera ‘f";s a_l, a'fy g‘;" TJI Des6 provide AEMO with a
estimate of use of facility for days D to D+ rolling 7-day outlook for
= producers a daily good faith best estimate of demand and where gas
demand for gas for gas days D to D+6. is being supplied from.
‘E BB supply Incremental costs of making changes to existing Incremental costs of n.a.
©
g related BB reporting systems to comply with proposed complying with the
B facilities changes to short and medium term capacity proposed changes to the
S outlook reporting. way in which short term
g and medium term capacity
g outlooks are reported.
BB n.a Incremental costs of n.a
pipelines reporting actual linepack.
LNG export  n.a Incremental costs of These additional costs
projects complying with the will be offset to some

movement from monthly to
weekly reporting on the
forecast demand for gas for
LNG exports and extending
the outlook period for LNG
project reporting from 6
months to 12 months.

extent by the removal of
the obligation in Part 27
for LNG exporters to
provide AEMO a rolling
7-day outlook for
demand and where gas
is being supplied from.

7L AEMO, Developing a projected assessment of system adequacy (PASA) for the east coast gas system, October 2024, p. 41.
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6.3 Potential impacts on affected parties

For the reasons set out in section 5 and sections 6.1-6.2, the proposed rule change is expected to have a
positive impact on consumers of covered gas in the east coast gas system, with the reliability, economic
efficiency and other benefits associated with the proposed rule change expected to outweigh its costs.

Table 6.2 sets out the likely impacts on other parties potentially affected by the proposed rule change.

Table 6.2: Impacts on other potentially affected parties

Potentially affected Impact Reason for impact

party

Market participants Positive Market participants are expected to benefit from the proposed ST and MT PASA by:
e being able to undertake more effective planning for those periods of the year
where the reliability or security of supply is at greatest risk
e being able to make more timely, informed and efficient decisions about how to
respond do any intra-year reliability or supply adequacy threats that arise
e reducing or avoiding the direct and indirect costs that may otherwise arise if:
— inefficient decisions are made, and/or
— AEMO has to intervene by issuing directions or using its other tools, or
jurisdictional emergency powers have to be triggered, because market
participants have had insufficient time or information to respond.
While market participants are also expected to incur some costs under the
proposed rule change (including costs incurred by AEMO that are passed through to
participants), they will also benefit from the removal of a number of Part 27
reporting obligations.
When compared with the expected benefits, the overall impact of the proposed
rule change on market participants is expected to be positive.

AEMO Positive AEMO is expected to benefit from the proposed ST and MT PASA, because it will:

e be able to make more timely, informed and efficient decisions about how to
address any identified threats that the market fails to adequately address

e provide a more objective basis to exercise some of AEMOQ’s other east coast gas
system functions

e help to inform other functions that AEMO performs in both the east coast gas
system (including the market operator role played in the STTM and DWGM and
the system operator role played in the DTS) and the NEM.

While AEMO will incur some implementation and ongoing costs under the proposed

rule change (see section 6.2), it would be expected to pass these costs through to

market participants in the form of participant fees. The overall impact of the

proposed rule change on AEMO is therefore expected to be positive.

Policy makers Positive Policy makers are expected to benefit from having the proposed ST and MT PASA to
help guide their planning and policy decisions. When coupled with the fact that
policy makers are not expected to incur any direct costs from the proposed rule
change, the overall impact is expected to be positive.

Positive Jurisdictional Ministers and NGERAC are expected to benefit from having the
proposed ST and MT PASA to:

= inform the potential use of jurisdictional emergency powers (which may be
required if market participant and AEMO action fails to address a threat)

= enable these powers to be exercised in a more orderly manner.

Like policy makers, NGERAC and jurisdictional Ministers are not expected to incur
any direct costs from the proposed rule change. The overall impact on NGERAC and
jurisdictional Ministers is therefore expected to be positive.
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Appendix A Factors contributing to reliability and
supply adequacy risks in east coast gas system

Box A.1 provides an overview of the factors contributing to the reliability and supply adequacy risks
facing the east coast gas market. It is worth noting that while many of these factors have posed a risk for
some time, their potential impact has become more acute as the demand-supply balance has tightened, the
interrelationship with the NEM has strengthened, system resilience has reduced and market participants
have become more reluctant or less able to respond to investment signals.

Box A.1: Factors contributing to the reliability and supply adequacy risks

The factors potentially contributing to the reliability and supply adequacy risks facing the east coast gas
system can broadly be categorised as follows:

(a) Reduction in supply and production capacity in the domestic market: Factors that may be contributing
to this risk include:

— declining production from legacy gas fields in the Gippsland, Bass and Sydney basins and the
uncertain rate and duration of production as reservoirs approach the end of their life;

— anincreased reliance on coal seam gas (CSG) from Queensland, with CSG supply unable to provide
the same level of supply flexibility provided by conventional natural gas;

— investment in new sources of supply (including potentially LNG import terminals) not occurring in
sufficient time to address constraints (see below);

— areduction in peak day and seasonal deliverability, particularly in southern jurisdictions following
the retirement of Gas Plant 1 inlet section of the Longford processing facility; and

— insufficient gas being held in storage’? to manage peak day and seasonal demand in southern
jurisdictions (including as a result of a rapid draw down in storage early in winter).

(b) Peakier demand with increased risk of coincidental peaks in winter: Factors that may be contributing
to this risk on the demand side of the market include:

— The changing nature of the demand for gas by GPG, which as noted above is increasingly being
called upon in winter, which is when residential gas demand is also at its peak in southern
jurisdictions.

— Cold weather events in southern jurisdictions, which can trigger higher than expected residential
and/or GPG demand and a rapid drawdown of gas in storage, which can be difficult to restore in
winter and leave the market susceptible to demand-supply imbalances.

— C&I demand that relies on gas for heat, residential and small commercial demand is forecast to
decline over time in line with emission reduction objectives, but there is significant uncertainty
surrounding how quickly this transition will occur. There is also a significant degree of uncertainty
surrounding GPG demand, which is expected to operate as a transition fuel in the NEM until other
solutions are developed.

High international demand for LNG exports is another key demand side risk facing the market.

(c) Supply infrastructure constraints: Factors that may be contributing to this risk include:

—  physical or contractual constraints on existing pipelines and storage facilities, some of which may be
reduced by expansions underway,’”® while others will remain in place until a decision is made to
expand capacity; and

— new investment in storage, ’* pipelines and LNG import terminals either not proceeding, or not

72 While there are other storage facilities in northern South Australia and in Queensland, their capacity to assist during peak periods

in the south are limited somewhat by the time it can take to transport gas from these locations.

3 For example, the Moomba to Sydney Pipeline and South West Queensland Pipeline are currently undergoing a staged expansion.
See ACCC, Gas Inquiry 2017-2030, December 2024, Table 3.7.

74 For example, a final investment decision is yet to be made to develop either the Golden Beach storage project or the Heytesbury
underground gas storage expansion project. See ACCC, Gas Inquiry 2017-2030, December 2023, Table 3.8.
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occurring in sufficient time to address the threats.”

The sunk cost nature of this infrastructure means that these constraints are likely to remain in place
until market participants are willing to contract to underwrite the expansion (see item (d)).

Insufficient forward contracting and investment in demand- and supply-side measures: Factors that

may be contributing to this risk include:

— Market uncertainty, which reflects a general uncertainty about the price of gas, the most efficient
source of future supply and uncertainty around future demand.

— Energy transition uncertainty, which includes the uncertainty associated with the pace of the
transition, the potential role to be played by renewable gases, the feasibility and timing of
widespread electrification and the role to be played by GPG in the NEM, all of which are
contributing to a significant degree of uncertainty around future demand.

— Investment coordination failures and/or a reluctance on the part of investors/financiers to
underwrite gas infrastructure with depreciation periods greater than 15 years given the uncertain
outlook for gas demand and the risk of asset stranding.

—  Other potential market and regulatory factors including:

o information deficiencies;

o possible free rider issues and market participants not facing the full cost of shortfalls;

o supplier and/or infrastructure service provider market power; and/or

o facilitated market parameters (i.e. market price caps, price floors, cumulative price thresholds
and administered price caps) not providing sufficient investment incentives.

Box A.2 outlines some of the notable differences between the way in which the east coast gas system
and the NEM operate.

Box A.2: Key differences between the east coast gas system and NEM

As noted in section 1.2, there are some important differences between the way in which the east coast gas
system and the NEM operate, which mean that the reliability and supply adequacy approaches employed in
the NER cannot just be replicated in the NGR. For example:

(a)

(c)

In the NEM, the wholesale spot market operates on a mandatory gross pool basis and covers the entire
east coast, while in the east coast gas system there is no single spot market. Rather, there are
mandatory gross pool balancing markets in key demand centres only (i.e. the DWGM in Victoria and the
STTM in Adelaide, Brisbane and Sydney) and a voluntary Gas Supply Hub that parties can use to procure
gas on a spot basis. Other areas of the east coast gas market are not covered by any type of facilitated
gas market.

In the NEM, electricity networks operate under an open access model, while in the east coast gas system
all pipelines, compression and storage facilities, with the exception of the DTS in Victoria, operate under
the contract carriage model. Under the open access model, users are unable to obtain firm access rights
to the infrastructure, while under the contract carriage model they can. The inability to obtain firm
access rights under the open access model means that planning and investment decisions are more
centralised and regulatory driven (i.e. to overcome the free rider effect). Planning and investment
decisions under the contract carriage model, on the other hand, are more market-driven with those
requiring the capacity underwriting the investment through bilateral contracts.

In the NEM, AEMO is responsible for the operation of the entire power system and the wholesale and
retail electricity markets, while in the east coast gas system it is only responsible for the operation of the
facilitated gas markets (i.e. DWGM, STTM and Gas Supply Hub), the regulated retail gas markets and
DTS.

In the NEM, the AER is responsible for the economic regulation of all electricity networks, while in the
east coast gas system it is only responsible for the economic regulation of pipelines subject to full
regulation. There are currently only two transmission pipelines and five distribution pipelines subject to
full regulation in the east coast gas market. The remainder are subject to a lighter handed form of
regulation.

75

For example, a final investment decision to develop the Heytesbury Underground Gas Storage Expansion Project, the Golden
Beach Energy Storage Project and the five proposed LNG import terminals is yet to be made. See ACCC, Gas Inquiry 2017-2030,
December 2023, Chapter 3.
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Appendix B Information currently available in the
east coast gas system

In carrying out its monitoring functions for both the east coast gas system, AEMO can have recourse to
a range of short, medium and longer term information sources including:

e the Bulletin Board (BB) information reported under Part 18 of the NGR

e theinformation disclosure obligations set out in Part 27 of the NGR

e the VGPR and DWGM maintenance planning information reported under Part 19 of the NGR
e the GSOO information reported under Part 15D of the NGR.

Table B.1 provides an overview of the information available to AEMO through each of these sources.

In addition to the information listed in this table, AEMO can obtain information from relevant entities
using its market information notice and market information order powers under the NGL.”®

As operator of the STTM, DWGM and NEM, AEMO also has access to a range of information reported
by market participants. In the case of the STTM and DWGM, this includes forecast demand
information reported by market participants under Parts 19 and 20 of the NGR.

76 See section 91F and 91FA of the NGL.
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Table B.1: Information currently available to AEMO to monitor and identify potential threats to the reliability and/or adequacy of supply

Forecast horizon

Bulletin Board information

T-7 days

OFFICIAL
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Part 27 disclosure obligations

T-7 days to 6 months

VGPR + DWGM maintenance planning information

T-5 years

GSOO
T-10-20 years

Information providers

BB facilities include production, LNG import,
storage, compression facilities, transmission
pipelines, large user + LNG export facilities with a
nameplate rating > 10 TJ/day.*

(24 months for maintenance info)

BB facilities + gas retailers + LNG export projects

DWGM registered participants, which include producers,
storage facilities and pipelines connected to the DTS, and
DWGM market participants (e.g. retailers, traders, self-
contracting users +others)?

Natural gas industry facilities that AEMO
issues a GSOO survey to.

Reporting frequency

Mix of daily, monthly and annual reporting, with
some information having to be updated if there are
material changes.

Mix of daily and monthly reporting

Annual reporting for VGPR and annual, monthly and weekly
for maintenance.

Annual reporting

Outlook period

Range of periods, but predominantly rolling 7-day
outlook (current day + next 6 days).

= Demand information 7-day outlook (current day
+ next 6 days)

= Supply information predominantly 6-month
outlook (current month + next 5 months)

= Maintenance information 24 month outlook.

5 year outlook period.

10-20 year outlook period.

Reserves and
resources

BB field owners must report on reserves (1P, 2P
and 3P) and 2C resources, changes in 2P reserves in
the last 12 months and for fields

> 50 PJ, information on likely timing of production

Registered participants must provide forecasts of available
and prospective supply

Information collected from producers on 1P,
2P and 3P reserves and 2C resources
estimates, field development and drilling.

forecast of injections into their facility (daily).

_Z & development barriers (annually).
Vg,' Production + LNG BB production facilities and LNG import terminals LNG export projects must provide forecast of the gas Registered participants must provide forecasts of available Information collected on annual and

import must report 7-day rolling forecast of gas forecast to they expect to supply to the domestic market for a 6- and prospective supply available to them and information on maximum daily forecast production and LNG

be injected (daily). month outlook period (monthly) the source of supply. imports.

Storage BB storage facilities must report 7-day rolling n.a. Registered participants must provide forecasts of the storage n.a.

withdrawals forecast of gas withdrawals (daily). capacity and inventory available to them.

Domestic demand n.a. Retailers and BB large user facilities must provide 7- Market customers (i.e. end-users that are market AEMO models GPG, residential and small
day rolling forecast of expected daily demand by participants) + distributors must provide AEMO forecasts of industrial load demand forecasts. Large
demand zone (daily). peak daily demand for 1-in-2 peak demand conditions. industrial load forecasts are informed by

survey and interviews.
-| LNG export No explicit requirement, but can be deduced from LNG export projects must provide: n.a. Information collected on LNG export
c
g demand BB pipeline forecast flow information. = a7-day rolling forecast of expected daily demand forecasts, sources of supply and demand-
8 by demand zone (daily) supply balance.
= a6-month rolling forecast of the gas they expect
to export (incl. feed gas) (monthly).
Storage injections BB storage facilities must report 7-day rolling n.a. n.a. n.a.
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Forecast horizon

Bulletin Board information

T-7 days
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Part 27 disclosure obligations

T-7 days to 6 months
(24 months for maintenance info)

VGPR + DWGM maintenance planning information

T-5 years

GSOO
T-10-20 years

developments

facilities + extensions/expansions of existing
facilities with nameplate > 10 TJ/day

storage, transmission and distribution projects, including
pipeline extensions & expansions

Nameplate BB facilities must report nameplate rating (annually n.a. Storage facilities must report operating parameters. n.a
capacity + updates for material changes).
Capacity outlook BB facilities (excl. BB large user facilities) must = BB pipelines must provide 7-day rolling forecast n.a. Information collected on annual and peak day
report rolling 7-day capacity outlook (daily). of expected daily capacity by pipeline segment capacity of and constraints on production
(daily) facilities, LNG import facilities, storage
= BB facility operators (excl. BB large user facilities facilitiejs, 'comp.res.sion facilities and
& LNG processing facilities) must provide a daily transmission pipelines
capacity forecast for a
@ 6-month outlook period (monthly).
=1
§ Forecast use of BB facilities (excl. BB large user and export n.a. n.a. n.a.
%’ facilities facilities) must report 7-day rolling forecast of the
€ use of their facilities (daily).
—§ Operational gas = BB storage facilities must report on the actual BB pipelines must provide 7-day rolling forecast of n.a. n.a
a amount of ‘storage cushion gas’. linepack by linepack zone (daily)
= BB pipelines and BB compression facilities must
report a linpeack capacity adequacy (LCA) flag,
which provides an indication of the actual or
expected capability to meet withdrawals
(daily).
Facility Information must be reported on proposed n.a. Registered participants must include forecasts of gas supply, n.a.

Medium term outlook
and maintenance
information

BB facility operators (excluding BB large user
facilities) must report on any factors that may
affect the capacity of the facility including
maintenance over a 24 month outlook period
(medium-term capacity outlook)

(weekly + updates if material change)

= BB large user facilities + LNG export projects
must provide details of maintenance work
expected to be carried out over a 24 month
outlook period, including start and end dates +
anticipated impact on daily demand (monthly).

= Other BB facility operators must provide details
of maintenance work expected to be carried out
over a 24 month outlook period including start
and end dates + whether and over what period of
time the facility is capable of being recalled +
expected capacity in that period (monthly)

DTS service provider, interconnected transmission pipelines,
producers and storage providers must provide forecasts of:

the availability of equipment
details of any constraints on equipment availability
full details of the proposed maintenance

operational requirements for maintenance

They must also provide forecasts of the longest period likely
to be required to recall into operation during the

maintenance (weekly).

Information collected from producers, LNG
import facilities, transmission pipelines,
compression facilities, storage facilities and
LNG exporters on maintenance.

Contracting information

BB production, storage & compression facilities +
BB pipelines must report a 36 month outlook of
uncontracted capacity (monthly).

Retailers, BB large users + LNG export projects must
provide 7-day rolling forecast of the proportion of
daily demand expected to be purchased (a) under a
gas supply agreement; or (b) from AEMO
administered market (daily)

Information collected from producers and retailers on
contracted gas quantities. Information also collected from
retailers on contracted storage.

Information collected from producers, LNG
exporters, retailers, transmission pipelines,
compression facilities and storage facilities on
contracted quantities.

Notes: * Remote facilities and NT LNG facilities are exempt from BB. AEMO can also grant exemptions to: (a) lateral gathering pipelines, if it is satisfied in its discretion that the information is not material having regard to the

purpose of the BB; or (b) any BB facility where it is satisfied in its discretion that the information will be provided by another person.

A AEMO can with its ‘absolute discretion’ grant a participant an exemption from some or all of the disclosure obligations.

OFFICIAL

68




OFFICIAL
OFFICIAL

Appendix C PASA and other tools used in the NEM

In the NEM, AEMO uses a number of tools with varying forecast horizons to monitor and communicate to
the market whether there are any threats to the reliability or adequacy of supply, including:

e  The Electricity Statement of Opportunities (ESOO), which, amongst other things, is used to inform the
market about whether a reliability gap (i.e. a breach of the reliability standard) may emerge in a NEM
region over the 10 year forecast horizon. It can also act as a trigger for a number of reliability and
supply adequacy management tools, including the contracting of emergency reserves for the RERT.

e  The Energy Adequacy Assessment Projection (EAAP), which is used to inform the market about the
impact of potential energy constraints (e.g. due to drought) on energy availability and USE in each
NEM region under a range of scenarios over a 2 year forecast horizon.

e  The PASA, which is used to inform the market about the forecast supply-demand balance, power
system security and the reliability of supply in each NEM region through:

— A sshort term PASA (ST PASA), which provides a forecast of the adequacy of supply to meet demand
and an assessment of whether the low reserve (LR) or lack of reserve (LOR) conditions are met in
each NEM region (see below). The ST PASA is updated every two hours and, in conjunction with
the pre-dispatch PASA, provides for a rolling 7-day outlook for each NEM region, with forecasts
reported at half-hourly resolution.””

— A medium term PASA (MT PASA),”® which provides a forecast of the adequacy of power system
security and supply reliability in each NEM region and includes both:

o areliability model run, which identifies and quantifies potential breaches of the reliability
standard in each NEM region and assesses aggregate constrained and unconstrained capacity,
system performance and network capability; and

o aloss of load probability model run which identifies days most at risk of load shedding in each
NEM region.

The MT PASA is updated weekly and covers a rolling 24-month outlook period (with some
information reported over a 36-month outlook period) for each NEM region,” with forecasts
published at a daily resolution.

The purpose of the PASA is to enable market participants to make informed and efficient operational and
investment decisions over the short to medium term and to respond to threats as they emerge, thereby
reducing the need for AEMO interventions. It can also act as a trigger for the use of the RERT and AEMO
issued directions or instructions.

Table C.1 provides further detail on these forecasting tools, including how the reliability standard is
accounted for, how potential breaches of the reliability standard are communicated to the market and the
role that they play in terms of triggering the use of the reliability management tools.

77 Clause 3.7.3(a) of the NER requires publication of the ST PASA at least daily.

78 See clause 3.7.2 of the NER.

7 Most information is required to be provided and published up to 24 months in advance by rule 3.7 of the NER. However, rule 3.7 of the
NER requires AEMO to collect information on intended plant availabilities and PASA availabilities for the next 36 months, and to publish
information on aggregate and individual PASA availabilities for the next 36 months.
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Table C.1: Forecasting tools used by AEMO to monitor and signal potential breaches of the reliability standard

Forecast horizon

ST PASA#

MT PASA

T-2 years

EAAP

T-2 years

ESOO

T-10 years

Outlook period

6 day outlook period starting from end of trading
day covered by most recent pre-dispatch
schedule (trading interval resolution for
forecasts).

24 month outlook period (36 months for some
information) starting from Sunday after publication (daily
resolution for forecasts)

24 month outlook period.

10 year outlook period.

Reporting frequency

Published every 2 hours and may be updated
more frequently if a change occurs that AEMO
considers materially significant.

Published weekly (Tuesdays) and may be updated more
frequently if a change occurs that AEMO considers
materially significant.

Published annually and must be updated as soon as
practicable if AEMO becomes aware of any new
information that may materially alter the most
recently published EAAP.

Published annually and may be updated if new
information becomes available that in AEMO’s
opinion materially change the ESOO.

Disclosure
requirements

The NER requires scheduled generators, market customers, transmission network service providers and market
network service providers to provide a range of information on intended plant availability, energy constraints,
scheduled maintenance and other plant conditions that could impact on system security or reliability, planned
network outages, wholesale demand response, significant changes to load forecasts and other specific

information set out in the NER.

The NER requires scheduled generators to provide
AEMO with information on energy constraints that
affect the ability of each scheduled generating unit to
generate electricity and other information reasonably
required by AEMO.

The NER allows AEMO to make written requests
to Registered Participants and jurisdictional
planning bodies for the information it reasonably
requires to prepare the ESOO.

How is the reliability
standard accounted
forn

The NER requires the PASA to identify and
quantify any projected failure to meet the
reliability standard assessed in accordance with
AEMO’s Reliability Standard Implementation
Guidelines. AEMO does this by assessing whether
the expected level of short term capacity reserve
is sufficient to meet demand, or if load shedding
due to a shortage of power may be required.*

The NER requires the MT PASA to identify and quantify
any projected failure to meet the reliability standard
assessed in accordance with the Reliability Standard
Implementation Guidelines. AEMO does this by carrying
out a reliability modelling run, which assesses whether
the projected annual USE is likely to exceed the reliability
standard in a region.

The NER requires the EAAP to include an assessment
of the projected USE for each region arising as a result
of the energy constraints under a range of scenarios.

The NER require the ESOO to contain a reliability
forecast for each region and for the first 5 years
of the forecast and an indicative reliability
forecast for the remaining 5 years.

If a reliability gap is identified, the ESOO must
include information on the size of the forecast
reliability gap, the term of the forecast reliability
gap period and the expected USE in that
period**

Trigger for notices

If AEMO determines, in accordance with the
Reserve Level Declaration Guidelines, that there
is insufficient electricity reserve to meet demand
and the probability of load shedding is more than
remote, it may declare a LOR condition. It must
also advise the jurisdictional system security
coordinator of any potential need to shed
sensitive loads.

If AEMO finds that the balance of generation capacity
and demand does not meet the reliability standard, it
may declare an LR condition.

If AEMO identifies a reliability gap, it may declare
a LR condition.

Trigger for reliability
tools

If AEMO identifies an LOR condition then,
depending on the size of the projected shortfall,
it can act as a trigger for AEMO to:

= contract emergency reserves under the RERT;

= activate or dispatch its emergency reserves
under the RERT; or

= use its directions and instructions powers.

If AEMO identifies an LR condition, then depending on
when it is forecast to occur and the size of the projected
supply shortfall, it can act as a trigger for AEMO to:

= contract emergency reserves under the RERT; or

= use its directions or other instructions powers (e.g. to
direct a generator not to undertake maintenance
over the relevant period).

n.a.

If a forecast reliability gap is identified in:

= 3years it can act as a trigger for the T-3 RRO
instrument; or

= 1yearitcan act as a trigger for:
— the T-1 RRO instrument; and

— the contracting of emergency reserves
under the RERT.

Sources: NER Rules 3.7, 3.7C, 3.13.3A, 4A.B.1 and associated rules.
Notes: * AEMO has stated that the capacity reserve assessment is used as an alternative to the unserved energy assessment, because it is not realistic to consider unserved energy over a financial year in a 6 day ST PASA timeframe. See AEMO,
Reliability Standard Implementation Guidelines, December 2020, p. 17.
** The forecast must be based on the interim reliability measure (USE>0.0006%) for forecast years to 2025 and the reliability standard (USE>0.002%) thereafter.
A AEMO uses probabilistic modelling in all of the forecasting tools.
#1n May 2022, the AEMC published a final rule that will result in a movement to a principles based framework for the ST PASA and a number of other changes (including recognising that the forecast horizon for the ST PASA is 7 days). This rule
change will not commence until mid-2025
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We acknowledge the Traditional Custodians of the land, seas and
waters across Australia. We honour the wisdom of Aboriginal and
Torres Strait Islander Elders past and present and embrace future
generations.

We acknowledge that, wherever we work, we do so on Aboriginal
and Torres Strait Islander lands. We pay respect to the world's oldest
continuing culture and First Nations peoples' deep and continuing
connection to Country; and hope that our work can benefit both
people and Country.

'Journey of unity: AEMO's Reconciliation Path' by Lani Balzan

AEMO Group is proud to have launched its first Reconciliation Action Plan in May 2024. 'Journey of unity:
AEMO's Reconciliation Path' was created by Wiradjuri artist Lani Balzan to visually narrate our ongoing

journey towards reconciliation - a collaborative endeavour that honours First Nations cultures, fosters
mutual understanding, and paves the way for a brighter, more inclusive future.

Important notice

Purpose

AEMO has prepared this report for Energy Ministers and jurisdictional energy Senior Energy Officials (Officials), following a direction
given to AEMO by Energy Ministers pursuant to 91C of the National Gas Law on 29 April 2024. This report is AEMO’s assessment of

what will be required to produce a short term (ST) and medium term (MT) projected assessment of system adequacy (PASA) for the
east coast gas system (ECGS).

This information has been prepared by AEMO using information available as at 1 September 2024, unless otherwise indicated.

Disclaimer

AEMO has made reasonable efforts to ensure the quality of the information in this publication but cannot guarantee that information,
forecasts and assumptions are accurate, complete or appropriate for your circumstances. This publication does not include all of the
information that an investor, participant or potential participant might require, and does not amount to a recommendation of any
investment. Anyone proposing to use the information in this publication (which includes information and forecasts from third parties)
should independently verify its accuracy, completeness and suitability for purpose, and obtain independent and specific advice from
appropriate experts.

Accordingly, to the maximum extent permitted by law, AEMO and its officers, employees and consultants involved in the preparation of
this document:

® make no representation or warranty, express or implied, as to the currency, accuracy, reliability or completeness of the information
in this document; and

® are not liable (whether by reason of negligence or otherwise) for any statements or representations in this document, or any
omissions from it, or for any use or reliance on the information in it.

Copyright
© 2024 Australian Energy Market Operator Limited. The material in this publication may be used in accordance with the copyright
permissions on AEMQ's website.
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Executive summary

Executive summary

The Australian Energy Market Operator (AEMO) has undertaken an assessment of the requirements for
developing and implementing a short term (ST) and medium term (MT) projected assessment of system
adequacy (PASA) for the east coast gas system (ECGS). This report presents AEMO’s findings, analysis and
recommendations, as requested by Energy Ministers to inform Stage 2 of the ECGS reforms.

On 29 April 2024, Energy Ministers requested AEMO undertake an internal assessment of what would be
required to produce a ST and MT PASA for the ECGS. The purpose of the assessment is to identify the inputs,
processes and outputs for both a gas ST PASA and gas MT PASA, and to assess the adequacy of the information
currently available to AEMO to produce a gas PASA. It is intended that this assessment will inform a subsequent
rule change proposal to be provided to the AEMC by Energy Ministers to develop a gas ST PASA and gas MT PASA.

AEMOQ'’s assessment reviews existing data sources, identifies gaps and issues with existing data, and proposes
changes to support the effective implementation of the PASA. Key findings include:

e Existing data as provided under Part 18 (the Gas Bulletin Board), Part 19 (the Declared Wholesale Gas Market
(DWGM)), Part 20 (the Short Term Trading Market (STTM)) and Part 27 (east coast gas system reliability and
supply adequacy) of the National Gas Rules (NGR) is largely sufficient. However, some enhancements are
needed to address specific data gaps and quality issues.

e Significant development will be required in AEMOQ’s internal forecasting models, systems and data interfaces
to support a PASA. This includes enhancements to demand forecasting capabilities, integration of supply
adequacy modelling, and establishment of new visualisation and reporting tools.

e The diverse characteristics of the ECGS, including regional variations in demand profiles, supply sources, and
infrastructure, will require careful consideration in the design of the PASA. This includes the definition of
appropriate regional boundaries, treatment of gas-powered generation (GPG) demand, and representation of
key operational constraints.

AEMO’s recommendations in this report encompass:

e Recommended changes to the NGR as part of the PASA rule change.
e Proposed inputs, methodology and outputs for the ST PASA and MT PASA.

e Proposed options for regional definitions that balance the granularity of reporting against operational
feasibility and efficacy.

e Proposed PASA publication timelines, updates and run frequency.

e Implementation considerations including system development, testing and alignment with the reliability
standard rule change.

A key part of the request to AEMO was to identify potential rule changes following its desktop analysis for
consideration by the Australian Energy Market Commission (AEMC). Table 1 below provides a concise overview
of AEMO’s key recommended NGR changes across the major areas covered in the report. The recommendations
aim to establish a clear and consistent framework for data provision, information disclosure, and PASA
implementation, while balancing the needs for data quality and transparency, and minimising the burden on
industry to the extent practicable.
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Table 1 Summary of AEMO's recommended NGR changes

Input Rules reference  Recommendation

Demand forecasts

Market demand Part 19, Part 20 | Extend existing rules to require demand forecast submissions out to seven days for the DWGM and STTM
to support the ST PASA.

Non-market, non-GPG | Part 18 Enhance rules to require submission of forecast nominations, from shippers, out to seven days for non-
demand market, non-GPG demand to improve data quality and granularity for the ST PASA.

Liquefied natural gas Part 27 Amend rules to require LNG exporters to provide a daily demand forecast out to 12 months, to inform
(LNG) export demand the MT PASA and ST PASA.

Supply and capacity

Supply capacity Part 18 . Clarify definition of 'daily capacity' to ensure consistency and accuracy of reporting for the ST PASA
and MT PASA.

. Ensure obligations on Bulletin Board (BB) shippers to provide daily nominations and forecasts of the
use of the BB facilities to improve the accuracy of facility-provided daily nominations.

. Change obligation from ad hoc reporting of medium term capacity outlooks of the BB facility to
daily capacity numbers.

Transportation Part 18, Part 27 Harmonise transportation capacity reporting requirements across Part 18 and Part 27, to provide a
capacity unified view for the PASA.

This report also identifies matters for further consideration, including the treatment of GPG in the PASA, the
potential of intraday updates of the ST PASA, and processes for managing data quality and publication issues.

With respect to gas demand forecasts for GPG, AEMO suggests that a modelled approach be taken, with AEMO
developing forecasts based on available information. The alternative would be to have every generator? in the
National Electricity Market (NEM) develop its own demand forecast out to seven days, and AEMO’s analysis?
indicates there would continue to be significant error margins with this approach. The GPG forecasts are a
significant input into the PASA and this matter of how best to model GPG requires careful consideration.

AEMO'’s analysis suggest that the implementation of the PASA will be a significant undertaking, requiring material
changes to systems and processes. As such, AEMO expects there will need to be a reasonable timeframe allowed
following the AEMC's final determination, to allow for the development of procedures and guidelines for the new
PASAs as well as comprehensive system development and testing, including a staged approach from AEMO
receiving the new inputs to the first publications of the new PASAs.

This report is intended to provide a robust foundation for the rule change and the detailed design and
implementation of the PASA. AEMO looks forward to further collaboration with policy-makers, the AEMC and
stakeholders to develop and refine the PASAs’ design to ensure effective delivery in support of Stage 2 of the
ECGS reforms.

1 All generators, not just gas-powered, would need to submit their bids and offers for AEMO to determine all dispatch across the NEM. AEMO would then
derive the gas associated with forecast dispatch of GPG units. This extended NEM pre-dispatch approach was used for the Gas Supply Guarantee and was
analysed as part of this review.

2 AEMO analysed both the NEM extended pre-dispatch and the BB connection point nominations relating to accuracy of GPG forecasts.
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Glossary

Terms defined in the National Gas Law (NGL) and the National Gas Rules (NGR) have the same meanings in this
document unless otherwise specified this document. Terms defined in the NGL and NGR are intended to be

identified in this document by italicising them, but failure to italicise a defined term does not affect its meaning.

In addition, the words, phrases and abbreviations in the table below have the meanings set out opposite them

when used in this document.

Term

Definition

BB infrastructure
facilities

BB supply facilities
DCCEEW
DWGM
ECGS
ECMC
GPG
GSOO0
LCA

LNG
LOLP

LRC

LOR

MT PASA
MTCO
ST PASA
STTM

System demand

Wholesale gas markets

Gas Bulletin Board

Refers jointly to BB production facilities, LNG import facilities, blend processing facilities, BB pipelines, BB
compression facilities and BB storage facilities.

Refers jointly to BB production facilities, blend processing facilities, BB storage facilities and LNG import facilities.
Department of Climate Change, Energy, the Environment and Water
The Declared Wholesale Gas Market in Victoria

east coast gas system

Energy and Climate Change Ministerial Council

gas-powered generation

Gas Statement of Opportunities

linepack/capacity adequacy

liquefied natural gas

loss of load probability

low reserve condition

lack of reserve

medium term projected assessment of system adequacy

medium term capacity outlook

short term projected assessment of system adequacy

The Short Term Trading Market hubs in Adelaide, Brisbane and Sydney.

System demand includes gas demand for residential, commercial and industrial users, and does not include
demand for gas-powered generation.

The Declared Wholesale Gas Market in Victoria and the Short Term Trading Market hubs in Adelaide, Brisbane
and Sydney.
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Overview

1 Overview

1.1 Background

On 12 August 2022, Energy Ministers agreed to take a range of actions to support a more secure, resilient and
flexible east coast gas system (ECGS)3. These actions included the development of a reliability and supply
adequacy framework to better enable AEMO and industry participants to identify and respond to reliability
and/or supply adequacy threats.

The reliability and supply adequacy framework has been split into two stages:

1. Stage 1 was implemented ahead of winter 2023 and expanded AEMO’s powers under the National Gas Law

(NGL) and National Gas Rules (NGR) to better manage gas supply adequacy and reliability risks; and

2. Stage 2 is currently being progressed and is focussed on those elements of the framework that are required

to:

— Guide and frame how AEMO approaches its new functions, complementing the Stage 1 reforms
with more effective tools to monitor, communicate and respond to threats.

— Facilitate timely and efficient market-led responses by providing industry participants with greater
transparency and predictability.

Following public consultation on Stage 2, completed in mid-2023, Energy Ministers instructed Officials to submit
a rule change request to the Australian Energy Market Commission (AEMC) to, as part of a suite of measures,
provide for the development of a gas projected assessment of system adequacy (PASA). To support that rule
change, Energy Ministers requested AEMO undertake an internal assessment of what would be required to
produce a ST and MT PASA for the ECGS.

1.2 Scope of report

Under s91C of the NGL, Energy Ministers requested AEMO undertake an internal assessment of what would be
required to produce a ST and MT PASA for the ECGS.

The purpose of the assessment is to identify the inputs, processes and outputs for both a gas ST PASA and gas
MT PASA, and to assess the adequacy of the information currently available to AEMO to produce a gas PASA. It is
intended that this assessment will inform a subsequent rule change proposal to be provided to the AEMC by
Energy Ministers to develop a gas ST PASA and gas MT PASA.

This report does not assess AEMOQO’s capacity to use the ST PASA and MT PASA to identify short- to medium-term
threats to security and adequacy of gas supply through back-casting analysis given the information deficiencies
identified in AEMO'’s review of existing data sources.

3 An interconnected gas grid connecting Australia’s eastern, northern and southern states and territories.
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This report is informed by AEMO’s desktop assessment. The analysis, conclusions and recommendations outlined
in this report have been supported by a comprehensive review of the existing data sets relevant to a gas PASA.
This analysis can be found in the separate Supporting data document published alongside this report.

This report covers:

A review of the information that is currently available to AEMO, including an assessment of:
— The adequacy of that information and how any data issues may be addressed.

— Overlaps or duplication in the information being reported and potential for the reporting burden on
participants to be reduced.

— Any potential confidentiality issues and how these could be resolved.
e An investigation of what would be required for AEMO to develop its own demand forecasts.
e Consideration of timing and frequency for publication of PASA information.
e Consideration of the potential regions that could be used for the PASA.

e Any other methodological and other matters relevant to the development and/or publication of a ST PASA or
MT PASA.

e Implementation considerations.

1.3 Objective of a gas ST PASA and MT PASA

AEMOQ'’s existing ECGS functions include monitoring trends that may affect the reliability and adequacy of supply
in the ECGS and communicating any risks or threats, so industry has an opportunity to respond.

A PASA framework is intended to complement this function by providing market participants with access to a
more regular and systematic intra-year assessment of the reliability and adequacy of supply and enable potential
breaches of the reliability standard to be identified and responded to in a more timely and efficient manner?®.
Combined with an objective signalling framework a PASA provides industry, AEMO and policy makers with
transparency of the level of response required to address potential issues ahead of time.

A PASA is a supply and infrastructure capacity adequacy assessment that accounts for the supply and the
available capacity of infrastructure used in the supply of gas (Gas Bulletin Board (BB) supply facilities®) to meet
forecast demand for a given period in a defined region, and any reliability requirements determined to be
applied®.

The PASA is intended to support, among other objectives, the following:

e Inform east coast gas stakeholders — including AEMO, industry participants and governments — of the
adequacy of supply in the ECGS, supporting more timely and efficient decision-making about the provision

4 Department of Climate Change, Energy, the Environment and Water. June 2023. https://www.energy.gov.au/sites/default/files/2023-
06/Consultation%20Paper%20-%20Stage%202%200f%20the%20Reliability%20and%20Supply%20Adequacy%20Framework.pdf. Viewed: 4 October 2024.

5 BB supply facilities includes production facilities, liquefied natural gas (LNG) import facilities, blend processing facilities, pipelines, compression and
storage facilities.

6 To be determined by the ECGS Reliability standard and associated settings rule change. AEMC. July 2024. https://www.aemc.gov.au/rule-changes/ecgs-
reliability-standard-and-associated-settings. Viewed: 4 October 2024.
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and use of gas and infrastructure services. This would effectively provide for a level of automation in AEMQO'’s
monitoring function as required by 91AD(1)(a) of the NGL.

e Allow for industry participants to make timely decisions over the short to medium term about gas supply and
demand and enable a market-driven response to reduce the need for AEMO intervention.

e Provide an objective basis for the identification of any potential breaches of the reliability standard and any
decision by AEMO to exercise its east coast gas system direction or trading functions.

e Support more effective planning for seasonal and peak demand conditions in the east coast gas system,
including any impacts on the regulated gas markets, and the National Electricity Market (NEM).

1.4 Rules terminology and data types

The following table provides a summary of the NGR and the various Parts where there are provisions for data to
be made available to AEMO, the type of information that is made available and whether it is aligned to a ST or
MT outlook, and geographical coverage of that data set.

Table 2 Summary of regulatory instruments discussed in this report

National Gas Rules section Acronym ECGS coverage Type of information that may be suited to a
Rules PASA
Part 15D Gas Statement of GSOO Northern Territory, MT demand forecasts

Opportunities Queensland, New South

Wales, Australian Capital
Territory, Victoria, South
Australia and Tasmania.

Part 18 Gas Bulletin Board BB Northern Territory, ST demand and supply capacity forecasts
Queensland, New South
Wales, Australian Capital
Territory, Victoria, South
Australia and Tasmania.

ST and MT capacity outlooks

Part 19 Declared Wholesale Gas DWGM A majority of Victoria ST demand forecasts
Market
Part 20 Short Term Trading Market | STTM Hubs located around ST demand forecasts
Sydney, Adelaide and
Brisbane
Part 27 East coast gas system ECGS Northern Territory, ST demand forecasts
reliability and supply Queensland, New South MT capacity outlooks

adequacy Wales, Australian Capital
Territory, Victoria, South
Australia and Tasmania.

MT demand forecasts

N/A National Electricity Market | NEM Excludes Northern Territory | GPG information including:
and some remote gas-
powered generation (GPG)

e ST demand forecasts

e ST and MT capacity outlooks
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2 Short term PASA (ST PASA)

2.1 Approach to a gas ST PASA

The ST PASA is proposed to provide a rolling seven-gas-day snapshot of the supply-demand balance across the
ECGS. Its primary purpose is to inform the market about the expected level of available supply and infrastructure
capacity to meet forecast demand, subject to BB supply facility constraints or reductions in capacity and
potential sensitivities in the demand forecast. By identifying potential shortfalls in supply or infrastructure
capacity or low system resilience” in the short term, the ST PASA aims to enhance market transparency and
enable participants to make more informed and efficient decisions about demand, supply and the operation and
use of infrastructure involved in the supply of gas.

ST PASA process and scenarios

While the NEM ST PASA provides an assessment of regional low reserve conditions (LRC) and assessment of
regional lack of reserve (LOR), the gas ST PASA will undertake similar assessments tailored to the gas context. The
exact triggers and levels are also being considered as part of the East coast gas system Reliability Standard and
Associated Settings rule change.

AEMO expects that as part of the PASA rule change and its implementation, consultation will be required on the
conditions and scenarios that can be used to actively signal issues. These scenarios will likely be based on the
probability of curtailment (or shortfalls) and AEMO interventions, reflecting the amount of spare supply and
capacity relative to forecast demand. The levels should serve as indicators of the ECGS’ resilience and the
reliability and/or adequacy of supply.

AEMO considers that a process similar to the probability of exceedance (POE) demand forecasts used in the NEM
with the addition of a supply-side POE could be useful in determining the likelihood of shortfalls (that is, threats
to the reliability or adequacy of supply). The approach in the NEM involves modelling the likelihood that
electricity demand will exceed specific thresholds, helping identify the various levels used to identify issues in the
network. The potential addition of a supply-side POE would model the probability that gas supply capacity falls
below certain thresholds under specific scenarios.

A key consideration for a gas PASA will be how to treat gas-powered generation (GPG) demand in any demand
forecasts, and it may be beneficial to forecast various levels of GPG for different scenarios based on their
availability. Section 4.4 discusses how the variability of NEM GPG demand forecasts could undermine the PASA’s
usefulness in providing clear signals on potential shortfalls.

2.2 Inputs into the development of an ST PASA

The ST PASA will need to develop a forecast of supply, supply capacity and demand subject to any constraints or
maintenance over the short term for each region. AEMO proposes to use a combination of participant-provided
forecasts and AEMO modelled forecasts. This approach will leverage the expertise and unique information that

7 Refers to the ability of the system to limit the extent, severity and duration of any reliability or supply adequacy event.
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market participants have for near-term forecasts, while allowing AEMO-modelled forecasts to fill gaps and
ensure consistency in forecasting.
The table below summarises the information expected to be required to generate ST PASA forecasts and
recommended sources for this information. The proposed approach relies on existing datasets, with some
enhancements, supplemented by AEMQO’s own forecasts to minimise the reporting burden on participants. As a
result of these recommendations, there are consequential rule changes that can be implemented to reduce
some reporting obligations.

Table 3

Input

Demand

Inputs to the ST PASA

‘ Description

Source

Comments ‘

Wholesale gas market
demand

A reflection of system
demand in the STTM and
DWGM

Participants — NGR Part 19:
DWGM demand forecasts

Participants — NGR Part 20:
STTM Price taker bids

The DWGM demand forecasts and STTM price taker bids
could provide the core demand forecasts for the market-
based components of the ST PASA. These inputs are critical
for capturing the expected demand in the key demand
centres. Challenges include ensuring participants provide
accurate and timely bids, and managing any gaps or issues
with bid data.

Non-market demand

A reflection of system
demand outside of the
wholesale gas markets

Participants — NGR Part 18:
BB pipeline nominations

The forecast nominations submitted to the BB are used to
capture the demand outside the DWGM and STTM. Data
quality and completeness of the nominations is a key issue to
manage. This non-market demand is a critical input to get a
full picture of total expected demand.

LNG export demand

GPG A forecast of GPG demand, NEM connected GPG: Forecasting GPG demand is challenging given the various
including GPG within AEMO — utilising NEM dependencies (such as electricity demand, renewable
wholesale gas markets generation availabilities and | generation, and outages). AEMO will need to develop robust

other NEM forecast methodologies for projecting GPG demand based on NEM
information. data. The GPG forecasts will also be available through the Part
Other GPG: Participants — 18 BB pipeline nominations and within the wholesale gas

NGR Part 18: BB pipeline market demand forecasts.

nominations

Storage A forecast of withdrawals Participants — NGR Part 18 Forecast demand into storage facilities based on BB data. This
into storage forecast nominations is an important input for the supply-demand balance but has

challenges around data quality and completeness similar to
the non-market demand.

Export demand A forecast of Queensland Participants — NGR Part 18 — | Forecast pipeline connection point demand for each of the

BB pipeline nominations

Queensland LNG export facilities. This information represents
a material demand in the ECGS and is a key input for the
supply/demand balance in the PASA. Having the LNG
participants continue to provide their forecast demand over
the seven-day horizon provides the best data for the PASA.

Supply and availability

Supply capacity

Expected supply capacity
based on plant capacity and
any limiting factors.

Participants — NGR Part 18

A critical input to determine supply availability, including the
deliverability from BB supply facilities. This information is
provided in the capacity outlooks with maintenance
information incorporated into the outlook.

Transportation

Transportation capacity and

Participants — NGR Part 18

A critical input to determine supply availability.

capacity availability subject to Transportation capacity into a region* will be a key input.
maintenance

Linepack/capacity Linepack/capacity adequacy | Participants — NGR Part 18 — | This information will support early notification of potential

adequacy flags indicators BB pipelines and BB pipeline and compression facility issues.

compression facilities
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Description Source Comments

Linepack forecasts Linepack forecasts Participants — NGR Part 27 — | An input to the modelling of available supply, particularly
BB pipelines, proposed Part | where a risk or threat has been identified.
18 obligation.

* The regions are likely to be defined through the rule change consultation process and subsequent procedure consultation processes, as discussed in Section 4.1.

Proposed approach and regulatory changes

e Extend demand forecast obligation on Declared Wholesale Gas Market (DWGM) and Short Term Trading
Market (STTM) participants from two-three days to seven days into the future. This can be further
supported by the implementation of an ECGS demand forecasting system developed by AEMO.

e For all states and territories, introduce an obligation on BB shippers, through the BB Rules, to provide a
seven-day forecast of their projected use of these BB facilities to facility operators on a daily basis.

e Clarify the definition of daily capacity so it is clear that it accounts for all constraints and limitations
applicable to different facility types. AEMO recommends that the definition of daily capacity is clarified and
moved from the NGR to the BB Procedures. There can be a notable difference between a facility’s
nameplate rating and the volume of supply or capacity that it can make available on a particular gas day,
given the nameplate rating relates to maximum capacities under normal operating conditions and hence
does not account for constraints and other limitations*. The short- and medium-term capacity outlook is
tied to the definition of daily capacity in the BB and in its current form may be confused with nameplate
capacity.

e Consistency between BB and ECGS pipeline capacity outlook reporting obligations, with a preference for
this reporting to be a BB reporting obligation and reported by pipeline segment — to be defined in the BB
Procedures.

e Removal of the ECGS obligations on Part 27 retailers, BB large users and LNG export projects® to provide
daily demand forecasts out to seven days, given this information will be reported through other
mechanisms.

* For example, production facilities where the output of the processing plant is reliant on the field deliverability, even though the plant may be capable of higher rates
of production.

2.3 Publishing the ST PASA

The ST PASA results should be published daily (on gas day D-1), covering the seven-day outlook period (gas days
D to D+6). A daily resolution aligns to the approach adopted within the gas industry where gas is typically
transacted at a daily resolution, and is consistent with the data sets generally available to AEMO. Publishing a
seven-day outlook aligns with many of the existing input datasets that are received by AEMO, and aims to
minimise changes to regulatory obligations.

Key considerations in determining the timing and publication frequency include:

e Alignment with input nomination cut-off times — the ST PASA could be published after the nomination cut-off
when the input data is finalised, but with sufficient time for participants to respond to the information. A
review of the submission nomination cut-off times is required to balance the inputs coming in with enough
certainty and being able to publish the ST PASA with sufficient time for participants to be able to act.

e Market and operational use — the frequency needs to balance providing regular updates to the market with the
operational feasibility and value of re-running the PASA. It should align with existing market processes in the

8 Rules 687-688 with the exception of 688(3) as discussed in Section 3.4.
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DWGM and STTM, including consideration of the timing of market scheduling and the treatment of demand
forecasts in the ST PASA.

e Consistency and clarity — having a set daily publication time will provide predictability to participants on when
they can expect to receive the updated PASA information.

The detailed design phase will need to confirm the specific timing, considering operational processes, IT system
considerations and participant feedback. These interactions will need to be worked through during the
implementation phase to ensure the ST PASA integrates smoothly with existing market systems and processes.

Key information to be reported could include:

e The demand for gas.
e The supply of gas (including supply from production facilities, storage facilities and LNG import facilities).
e The aggregate daily capacity of BB supply facilities.

e Any reductions in the capacity of infrastructure involved in the supply of gas that may affect the volume of gas
supplied.

e Assumed level of GPG demand used in the forecasts.

e Actual or potential risks or threats to the reliability or adequacy of the supply of covered gas.

This information should be published on AEMOQ’s website and made available to participants through existing
data interfaces. Notifications should be available to be subscribed to by participants when the ST PASA is
published or updated.

In the event of threat levels (still to be defined) being triggered, AEMO may release additional updates and
consider more frequent ST PASA runs to closely monitor the situation. Market notices would be issued to advise
participants of any forecast issues and the actions being taken to address them under regular regulated market
(STTM contingency gas or DWGM threat to system security) and ECGS mechanisms.
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3 Medium Term PASA (MT PASA)

3.1 Approach to a gas MT PASA

For the purpose of this report, AEMO has assumed that a gas MT PASA will function in a similar way to the NEM
MT PASA, with the final design dependent on the outcome of the rule change. The MT PASA is expected to
provide an intra-year assessment of reliability and adequacy of supply capacity in each region and enable
potential breaches of the reliability standard to be identified and responded to in a timely manner. AEMO
understands feedback from the consultation® was to introduce a 12-month outlook; this is discussed further in
Section 3.4.

The MT PASA should provide a view of whether supply and infrastructure capacity is sufficient to meet forecast
demand, at a daily resolution, subject to:

e Forecast supply availability (including any forecast maintenance).
e Forecast transportation capacity (including any forecast maintenance).

e Forecast storage availability.
Scenarios and runs

In the NEM, the MT PASA is carried out using two different runs:

e Reliability Run — to identify and quantify potential reliability standard breaches and assess aggregated
constrained and unconstrained capacity in each region, system performance and network capability.

e Loss of Load Probability (LOLP) Run — to assess days most at risk of load shedding.

While a gas MT PASA will also likely require multiple runs under different scenarios, these runs will differ due to
the unique characteristics of the gas system. Potential runs could include:

e Reliability Run — similar to the NEM, a new run could be developed that accommodates the proposed dual
reliability standard to assess the probability of the standard being breached.

e Peak run/worst case run — analogous to the LOLP run, this would assess days at the highest risk of curtailment
based on factors such as a maximum GPG forecast demand and contingent high weather-related demand and
may also include probabilistic modelling of outages or capacity reductions.

In the NEM, the MT PASA identifies LRC when the expected value of unserved energy exceeds the reliability
standard under all scenarios. The development of actual scenarios for a gas MT PASA will occur following the
AEMC's final determination and as part of AEMOQ’s implementation. However, AEMO recommends that the rule
framework be designed in a way that is flexible enough to allow for the development and implementation of
additional scenarios as needed overtime through procedures.

° DCCEEW, June 2023. Consultation paper on Stage 2 of framework development. At https://www.energy.gov.au/sites/default/files/2023-
06/Consultation%20Paper%20-%20Stage%202%200f%20the%20Reliability%20and%20Supply%20Adequacy%20Framework.pdf. Viewed: 9 September
2024.
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3.2 Inputs into development of an MT PASA

A gas MT PASA will need to develop a forecast of demand and supply capacity subject to any constraints or
maintenance over the medium term. AEMO proposes to model supply capacity and demand forecasts using a

combination of AEMO modelling supplemented with participants submissions. The supply capacity forecasts will
use existing capacity outlook information provided by participants as an input to reflect supply availability. By
leveraging participant-provided information and AEMQ’s Gas Statement of Opportunities (GSOO) modelling,
AEMO can incorporate comprehensive insights into medium-term forecasts while minimising the administrative
burden on participants. The approach will also support consistency between the GSOO and MT PASA outlooks,
enhancing transparency and data interpretation.

Some data, such as liquefied natural gas (LNG) export outlooks, will still be required from industry, given the
challenges in modelling this information in isolation. AEMO also expects that it will need to undertake some
internal system and modelling development to develop the inputs and forecasts that an MT PASA is expected to
require. However, this approach should be less data-intensive for industry than a bottom-up forecasting

approach that could require each participant to provide individual supply capacity and demand forecasts.

Table 4 below summarises the information that is expected to be required to generate MT PASA forecasts, and
recommended sources for this information. AEMO expects that the MT PASA can be developed using mostly
existing BB and ECGS information provided by participants, coupled with medium-term demand forecasts

modelled by AEMO.

Table 4 Inputs fo the MT PASA

Input ‘ Description ‘ Source Comments ‘

Demand

Wholesale gas market | Expected demand forecasts for the DWGM AEMO forecast AEMO to determine medium-term forecasts

demand and STTM. using modelling.

Non-market demand Demand outside the DWGM and STTM. AEMO forecast AEMO to determine medium-term forecasts
using modelling.

GPG Medium term gas demand for power AEMO forecast AEMO to determine medium-term forecasts

generation forecasts. using modelling.

Storage Medium term forecasts of storage availability AEMO forecast Likely to use GSOO modelling of pipeline flows to
determine expected withdrawals in combination
with participant storage refill forecasts from the
Victorian Gas Planning Report (VGPR).

Export demand A medium term forecast of Queensland LNG Participants — NGR A measure of expected physical withdrawals

exports (including feed gas)

Part 27

from the east coast gas market.

Supply and availability

plant capacity, field deliverability and any
other constraints.

Extended Daily
Capacity Outlook NGR
Part 27

Supply capacity Facilities expected capacity to supply based on | Participants — medium | Used to determine expected maximum supply
plant capacity, field deliverability and any term capacity availability. Currently submitted on an ad hoc
other constraints. outlooks (MTCO), NGR | basis within a 24-month outlook.

Part 18
Supply capacity Facilities expected capacity to supply based on | Participants — Used to determine expected maximum supply

availability. Currently submitted as a daily
capacity within a six-month outlook. Includes
recall times for the 24-month outlook period.

Transportation
capacity

Transportation capacity and availability
subject to maintenance

Participants — MTCO,
NGR Part 18

Used to determine transportation constraints
and limitations.
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Description Source Comments

Storage capacity Storage injection capacity (possibly subject to Participants — MTCO, Injection capacity as a proxy for available supply
expected inventory level) NGR Part 18 capacity. May be used to forecast storage levels
across outlook periods.

Proposed approach and regulatory changes:

e The existing BB medium term capacity outlook (MTCO) reporting obligation requires outlooks to contain
the expected start and end dates of the matters expected to affect the daily capacity of the BB facility and
the expected daily capacity of the BB facility during the period it is affected. The ECGS Rules introduced an
extended daily capacity outlook out to six months, and the reporting of MTCO recall times. AEMO
recommends the integration of capacity outlooks into the BB Rules and that the obligation is to provide a
daily capacity for the 24-month outlook period. The reporting of daily capacities would simplify the
reporting of maintenance activities and capacities, ensuring that a capacity is always available for a day,
with commentary and recall times only necessary to be included when a maintenance activity is being
carried out.

e The extended daily capacity outlook could be removed from the ECGS Rules, on the basis of the BB Rules
MTCO being reported at a daily granularity, with the exception of the obligation in r689(4) where
participants are required to notify AEMO of an event or circumstances relating to the BB facility of which
the BB reporting entity becomes aware that affects, will affect or may affect the reliability of gas supply,
including equipment failure, which should be maintained.

e Consistent with the ST PASA proposed changes, AEMO recommends consistency between BB and ECGS
pipeline capacity outlook reporting obligations, with a preference for this reporting to be a BB reporting
obligation and reported by pipeline segment — to be defined in the BB Procedures.

e AEMO recommends the quantity of gas that an LNG export project expects to export be extended to align
with the MT PASA reporting horizon (expected to be 12 months) and be reported at a daily resolution. For
consistency with other reporting requirements AEMO proposes this obligation be incorporated into the BB
Rules with aggregation of the data to be applied when incorporating in the MT PASA.

3.3 Publishing the MT PASA

The MT PASA is expected to provide a rolling 12-month outlook of the supply-demand balance for each region.
The key information to be reported could include:

e The demand for gas.
e The aggregate capacity of BB supply facilities.
e Forecast transportation capacities and storage levels.

e Areliability forecast that includes AEMQ’s assessment of whether or not the reliability standard is likely to be
breached and the expected size, timing, duration and location of the forecast breach.

e Key assumptions used in the modelling (such as facility/pipeline outage rate, generator forecasts, weather
forecasts, and LNG export assumptions).

The information may be published in a variety of formats to cater to different user needs, and will potentially
include:

e A summary report highlighting key findings and any forecast shortfalls.
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e Medium-term storage refill analysis.

e Detailed data tables with daily supply capacity/demand forecasts for each scenario.
e Visual dashboards and charts to illustrate the outputs.

e Datasets available for download.

AEMO will develop and consult on the exact form of publications for the MT PASA as part of implementation.

The supply capacity/demand balance approach for an MT PASA can be illustrated using a stacked chart for supply
capacity, with vertical lines used to demonstrate various demand forecasts. This is shown in the chart below,
which is provided for illustrative purposes. A potential gap or issue may be shown where one of the demand
forecast lines exceeds the available supply.

Figure 1 Example of a stacked chart for supply showing Southern Zone adequacy
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In this example, there is sufficient capacity expected to meet a 1-in-2 peak day demand in the southern zone
with less available supply capacity in March and early April.

In the event of a forecast shortfall or other significant finding, AEMO will release a notice to advise participants
and may convene industry conferences under the ECGS Rules as required.

As with the ST PASA, the MT PASA outputs will be a key input into AEMQ's operational planning and decision-
making. Participants are expected to use the information to inform their own gas supply and contracting
decisions over the outlook period. AEMO also anticipates that the MT PASA will inform longer-term planning

decisions by participants and policy-makers.
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3.4 MT PASA other matters

Publication outlook, resolution and frequency

The Stage 2 Consultation Process*® proposed an MT PASA that could be published on a monthly basis and
provide for a rolling 6-, 12- or 24-month outlook. AEMO understands that the majority of industry supported a
12-month outlook period for the MT PASA, as an intra-year assessment of reliability and adequacy of supply
capacity, with annual static updates being provided by the GSOO.

Inputs such as the Medium Term Capacity Outlook (MTCO), and GPG availabilities from the NEM MT PASA, will be
available out to 24 months. This makes it possible for the MT PASA’s outlook period to be expanded if beneficial,
noting that the outlook period for other data provision requirements should remain consistent with the MT PASA
outlook period, to produce a consistent MT PASA across the required horizon. However, beyond the 12-month
period, data is likely to be less reliable and more subject to change!?, noting that a 12-month PASA does not limit
the capacity outlook information that is available to industry, and does not limit AEMOQ’s ability to act where a
potential risk or threat is identified beyond the 12-month outlook period.

AEMO has recommended the MTCO be submitted at a daily granularity, consistent with NEM reporting. This
change in reporting of MTCO will provide for a greater level of transparency than the current reporting
framework, given the complexity required for users to be able to manipulate the existing data sets to form a view
of the available capacity across BB infrastructure facilities. For the 12-month outlook period, AEMO expects that
a daily resolution is most appropriate. This aligns with the proposed granularity of data provision and will also
ensure that any shortfalls are identified on a gas day basis.

AEMO proposes the MT PASA be carried out at least weekly to align with when the NEM MT PASA is run, also

consistent with the MTCO updates provided by BB infrastructure facilities. AEMO expects that there will also be

some flexibility in the framework to publish ad hoc changes if there is a material change in circumstances.
Proposed approach and regulatory changes

e AEMO recommends that the rule change process test these options for publication of an MT PASA
including:

— An outlook period of 12 months.
— Reporting at a daily granularity.
— Weekly publication.

Unplanned outages

Unlike the ST PASA, where near-term unplanned outages that can materially impact the supply-demand balance

will be provided by participants as an input as they occur, the MT PASA may need to take a probabilistic approach
to longer-term unplanned outages. Historical outage rates could be used to adjust the expected capacities in the

model rather than trying to predict specific unplanned outage events. This is similar to the NEM’s MT PASA and

10 DCCEEW, December 2023. At https://www.energy.gov.au/energy-and-climate-change-ministerial-council/working-groups/gas-working-
group/gas/consultation-stage-2-reliability-and-supply-adequacy-framework-east-coast-gas-market. Viewed: 9 September 2024.

1 This data is also likely more subject to change than the NEM equivalent. Gas market/system demand which includes residential and
commercial and industrial demand is more predictable beyond the 12-months which is similar to the NEM. However, the overlay of GPG
(see section 4.4) and LNG export demand which is more sensitive to international market conditions, results in higher variability in gas
demand beyond the 12-month period.
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would form part of the assumptions that would be published as part of implementation and be incorporated into
MT PASA runs/scenarios as appropriate.

Maintenance

Capacity reducing maintenance, on the supply side, will be automatically incorporated into the MT PASA through
a reduction in capacity outlook information provided, which will then flow through to the MT PASA’s supply
capacity forecast. The ECGS Rules empower AEMO to take actions where such maintenance is contributing to a
potential risk or threat.

On the demand side, AEMO currently receives maintenance outlooks for LNG export facilities, through both BB
and ECGS Rules, and for large user facilities, through ECGS Rules. While not likely to be a direct input into the MT
PASA, a significant change in maintenance information such as an extended outage of a large user facility may
result in an update to longer term demand forecasts that are incorporated into the MT PASA. This information
may be useful when assessing a potential risk or threat. For example, overlaying large user maintenance
schedules (represented by lower demand) against a forecast potential risk or threat may show that there is
sufficient gas available for this lower level of demand forecast.

Proposed approach and regulatory changes

e For consistency with other BB reporting requirements, AEMO sees a benefit in all reporting obligations
across the ECGS and BB being incorporated into the BB Rules. This could be extended to the medium-term
maintenance outlooks for the LNG export and large user facilities (noting the duplication that exists
currently between ECGS and BB for the reporting that applies to LNG export facilities).
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4 Other matters

4.1 Regional definitions and groupings

The ST PASA and MT PASA will be undertaking assessments on a regional basis. The ECGS covers a wide
geographic area and encompasses a diverse range of gas supply capacity and demand characteristics.

Three distinct approaches to this regional segmentation have been considered:

e North/South Regions (based around Moomba).
— North would comprise Queensland and Northern Territory.

— South would comprise New South Wales, Australian Capital Territory, Victoria, Tasmania and South
Australia.

This is a simple approach and divides the ECGS into two broad regions, North and South of Moomba. The
division focuses on the distinct demand and supply characteristics of each region, such as the North having
large production facilities that are export focussed and the South that now depends on supply from the North
to meet winter peak day and seasonal gas supply needs due to declining production.

The limitation of this approach is that these regions may be too large — potential localised gas supply
adequacy and reliability issues may not be identified with the necessary granularity.

e Pipeline-linked regions.

— Queensland and Northern Territory would be based around these key pipelines: South West Queensland
Pipeline, Roma to Brisbane Pipeline, Northern Gas Pipeline, Carpentaria Gas Pipeline, Queensland Gas
Pipeline and LNG export project pipelines. These regions have geographical proximity and shared pipeline
infrastructure. A common demand trend is that both states have relatively lower system demand, are linked
to LNG export demand and can have relatively high levels of GPG demand.

— New South Wales, Australian Capital Territory, Victoria and Tasmania would consider the Moomba to
Sydney Pipeline, Eastern Gas Pipeline, the Tasmanian Gas Pipeline and the Victorian Declared Transmission
System. These regions have similar demand profiles with high levels of gas demand during winter and variable
levels of GPG demand.

— South Australia is served by two pipelines: Port Campbell to Adelaide, and Moomba to Adelaide Pipeline
System. It is a distinct region due to its high GPG demand and increasing reliance on GPG during winter, with
its supply from Victoria potentially subject to demand in the NSW, ACT, Victoria and Tasmania region
discussed above.

This approach groups regions based on their major transportation interconnections, reflecting the physical
flow constraints. It provides more granularity and a more nuanced division than the broad North/South split,
allowing for more targeted analysis of regional issues. There can be interdependencies on these regions which
allows for a PASA run to account for this in the modelling approach adopted.

e Demand/state based regions.

— Queensland has large amounts of supply available and associated LNG exports, variable levels of GPG.
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— Northern Territory has smaller requirements driven primarily by GPG and some large industrial. LNG
export demand is supplied by offshore gas fields'? and the NT LNG export projects are exempt?® from the
NGR framework.

— New South Wales/Australian Capital Territory has residential, commercial and industrial demand, including
GPG. Reliant on supply from other states.

— Victoria has large residential demand, with commercial, industrial and GPG. Declining Longford
production, which impacts overall southern supply.

— South Australia has smaller residential, commercial and industrial demand, but relatively high GPG
demand. Supply from Victoria and Moomba/Queensland.

— Tasmania has a relatively low demand, but relatively high GPG demand when running, and depends on
supply from Victoria.

This approach focuses on the dominant demand drivers in each region and the associated supply and demand
dynamics. It provides the most granularity, but may result in more complex reporting. One potential
advantage is alignment between gas PASA regions and NEM regions as well as providing jurisdiction-specific
analysis that may feed into jurisdictional responses. However, it is not clear how beneficial this would be given
it is important to acknowledge the level of interconnection and interdependence of gas supply capacity that
typically occurs between states.

The approach to segmenting regions for the reporting of gas ST PASA and MT PASA should be set out in the East
Coast Gas System Procedures, and the Rules framework should be flexible enough to enable the approach to
evolve over time while still meeting the objectives of the PASA. Factors to consider in consultation on
development of regions or zones will include:

e Alignment with existing regional definitions used in the gas market and NEM.

e How the regions align with potential AEMO interventions under ECGS Rules.

e How the regions align with the new reliability standard framework.

e Data availability and granularity to support the chosen regions.

e Ability for market participants and policy-makers to use the regional information.
e Interaction with transportation capacity and other operational constraints.

e Implications for PASA modelling complexity.

AEMO considers that choice of regional model would benefit from stakeholder input as part of the
implementation process. This consultation will help ensure that the defined regions are appropriate and useful
for industry.

4.2 Data quality and validation

The accuracy and completeness of the data inputs is critical to the reliability of the PASA outputs. AEMO will
need to establish robust data validation processes to ensure the integrity of the input data. This may include:

12 This offshore supply can be delivered to the domestic market to support shortfalls in gas supply. This is on a contractual basis.

13 NT LNG export projects are currently exempt from the NGR framework. This can limit the benefit of a PASA in the NT, given the reliance on emergency
gas connections to provide gas supply where there is a shortfall.
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e Clear and specific data reporting requirements with automated checks on data format, completeness, and
consistency.

e Plausibility checks based on historical data and sensitivities.

e Participant confirmation processes for key data inputs.

e Spot checks on participant data.

Clear processes will also be needed for managing any data quality issues identified, including:
e Procedures for notifying participants of data issues.

e Timeframes for participants to correct or confirm data.

e Processes for AEMO to estimate or substitute data if necessary.

e Criteria for delaying or re-running PASA if data quality is compromised.

A compliance framework is already in place in the NGR for BB and ECGS data. However, ongoing monitoring and
reporting of data quality metrics will be an important aspect of the ongoing framework to identify any systemic
issues and drive continuous improvement of the gas PASA.

4.3 Developing AEMO-produced demand forecasts

A key component of developing an effective and reliable PASA is developing robust short-term and medium-term
demand forecasts to underpin the PASA. AEMO currently produces demand forecasts for the GSOO and the
Victorian Gas Planning Report (VGPR), but primarily utilises data provided by market participants for the STTM,
DWGM, BB, and short-term ECGS functions. While this approach leverages the expertise and commercial
experience of industry stakeholders, it does have some limitations, such as:

e Inconsistency and variability in the assumptions and methodologies used by participants to model and
forecast demand.

e Challenges in aggregating individual forecasts to accurately determine a whole-of-system forecast, including
compliance monitoring to ensure all forecasts are received.

e Administratively burdensome for some stakeholders who would otherwise have very little interaction with
AEMO systems.

AEMO is in the early stages of the development of a seven-day ECGS system demand!* forecasting system which
will likely be used to uplift demand forecasting accuracy. This forecasting system would leverage the forecasting
technology used in AEMQ’s current DWGM demand forecasting system. The costs of implementation have been
defined with a likely implementation lead time expected to be between 12 and 18 months.

It is important to note that a new AEMO forecasting capability is expected to complement rather than replace
industry’s own planning and forecasting activities. Industry participants will continue to play an important role in
providing input data and it is expected that AEMO'’s forecasts may be validated against participants’ own
operational experience via consultation where appropriate.

As discussed in section 4.4, a gap in the current demand forecast data that may be enhanced by an AEMO-

modelled forecast is gas usage for GPG. GPG demand forecasts in the NEM are inherently challenging, however
an AEMO GPG forecast can be tested to assess results. A potential AEMO forecast of aggregate GPG demand

4 The current development is only looking at system demand forecasts, and not GPG or LNG exports.
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would involve building up an electricity demand forecast for each region, making assumptions around variable
renewable energy forecasts, the likely running profile of coal power stations, dual-fuel units and other
dispatchable generation, and assigning the residual to GPG®°.

It is not expected that an AEMO-modelled NEM GPG demand forecast will be able to accurately forecast actual
gas demand for GPG as it is likely to need take on a probabilistic approach. However, this approach aims to
minimise placing any additional burden on industry, a burden that it is unlikely to result in any benefit. It also
ensures a consistent and transparent approach is applied to forecasting gas usage for GPG in the NEM. It may
also allow for multiple different GPG demand sensitivities to be used to test different scenarios.

To create this functionality of an AEMO-modelled NEM GPG demand forecast for the ECGS, AEMO expects it will
need to develop comprehensive methodologies, processes and systems to generate forecasts both for the ST
PASA and the MT PASA. This may involve engaging with stakeholders on the inputs and the assumptions used in
developing a comprehensive forecasting process. It will be a significant undertaking to develop this new
functionality (particularly given the challenges in forecasting GPG demand), but a useful GPG demand forecast is
critical to the long-term success of the PASA reform. Given the complexities involved, AEMO expects the
development of its own forecasting models will necessarily be iterative and evolve over time to incorporate
learnings after the PASA is implemented.

AEMO also notes the associated rule change request from Energy Senior Officials relating to ECGS Reliability
Standard and Associated Settings'®, which proposes governance arrangements including:

e The Australian Energy Regulator (AER) to be responsible for preparing Gas Forecasting Best Practice
Guidelines to guide AEMO'’s reliability forecasts.

e AEMO to develop Gas Reliability Standard and Forecasting Guidelines outlining how it will implement the
AER’s best practice guidelines.

4.4 Demand forecast analysis

A considerable amount of gas demand forecast information is available to AEMO through the BB, the new ECGS
disclosure obligations, the STTM, the DWGM and the NEM. In addition, AEMO has its own forecasting and
modelling. This section provides an overview of the assessments of the data available to AEMO, whether it is
appropriate for use in a gas PASA, and any gaps (or duplication) in the information framework. Further
information is found in the separate Supporting data document published alongside this report.

Wholesale gas market demand

Aggregate system demand forecasts, provided for the STTM and DWGM, were generally more accurate?” than BB
and ECGS demand forecasts, with the ECGS forecast being the least accurate. There appear to be two primary

5 Noting many of these inputs are already developed by AEMO.
16 At https://www.aemc.gov.au/rule-changes/ecgs-reliability-standard-and-associated-settings. Viewed: 27 August 2024.

17 The Supporting document shows that on the gas day, the absolute variance between the BB nominations and BB actuals data is more accurate than the
variance between the DWGM market data and DWGM actuals. The reason for this is because the on-the-day comparison takes the DWGM forecast at
the 6am schedule, however takes the latest forecast for the BB nomination. This reflects the accuracy of the BB pipeline deliveries as the DWGM market
is scheduled. However, leading up to the day, the DWGM forecasts is still the best source of demand forecast information. It should be noted there is
also a difference between the BB actuals and the DWGM actuals, as the BB data reflects all gas flows in and out of the DWGM, and the DWGM actuals
was an assessment of the system demand only.
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drivers for the more accurate system demand forecast data reported through the STTM and DWGM reporting
obligations:

e Financial implication, maturity and coverage of reporting requirements — the requirement for market
participants to submit demand forecasts in the ECGS is a relatively new obligation that does not provide
coverage of all gas demand. While the BB obligations have been in place for some time, the obligation is on
the facility operators to effectively pass through information that has been received, with some extension of
this obligation introduced in 20238, However, demand forecasts for the DIWGM and STTM have been in place
for many years, leading to a high degree of familiarity and expertise among industry participants in
forecasting demand, given there are financial implications of incorrect forecasts. Over time, this has allowed
industry participants to refine their forecasting models, resulting in more reliable and accurate data
submissions. Furthermore, these reporting obligations have been enforced by the AER'® given the potential
for negative market outcomes.

e Timing of BB nominations relative to market schedules — when using the BB data to determine the demand
forecast into an STTM hub or into the DWGM, the net pipeline nominations at the boundaries of the market
are used to assume the demand within the market (for example, if there are 400 terajoules (TJ) of gas flowing
into the Sydney hub, it is assumed that the demand in Sydney is 400 TJ). For each participant, the amount of
gas that will be injected to, or withdrawn from, the market is determined by the market clearing results?® and
is dependent on a number of factors including bids, offers and the clearing price. Prior to the publication of
this market clearing information, the BB is not a good indicator of gas flows into the market given the
uncertainty of nominations that will be required from each participant. Prior to the market clearing outcome,
it is challenging for many shippers to have a firm view of their pipeline nominations, into an STTM hub or the
DWGM, more than one day in advance of a gas day.

Of the data available to AEMO, extending the obligation on participants in the DWGM and STTM to provide
rolling seven-day demand forecasts is likely to be the best external source of demand forecast for the wholesale
gas markets. This approach has a low burden on participants given the business practices and models are already
in place and allows for AEMO to monitor and investigate potential issues with data submissions more easily.

Non-market demand

This includes gas used by residential, commercial and industrial users outside of the wholesale gas markets. In
most cases, the non-market system demand is attributable to larger industrial loads on one or two transmission
pipelines in each state. AEMO has two potential sources of information for the short-term demand outlook:

e BB pipeline connection point gas flows.

e ECGS demand forecast submissions by retailers and large users.

The BB forecasts had a higher level of accuracy than the ECGS forecasts. As expected, the BB forecasts did
improve closer to the gas day, however it did appear that forecasts out to seven days were based on relatively
static submissions (placeholder nominations from shippers?) or were not yet submitted. The information

18 The measures to improve transparency in gas markets placed an obligation on facility operators to provide forecasts where possible, noting that the
forecast for some facility operators would be the nominations that have been received.

19 AER. Compliance Bulletin, November 2023. At
https://www.aer.gov.au/system/files/Gas%20Markets%20Demand%20Forecasting%20Compliance%20Bulletin.pdf.

20 |n the STTM this is day-ahead, and in the DWGM this is first determined at the 6.00 AM schedule on the day. There are schedules leading up to this final
schedule, however these only provide an indication of what may happen.

21 The idea of a placeholder nomination is where an initial submission has been made to the pipeline operator, but it has not been updated to
reflect current forecasts.
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provided to the BB by pipeline operators is only as good as the nominations submitted by each of the shippers,
noting there is no mandatory obligation in the NGR for shippers to provide rolling seven-day nominations. By
introducing a mandatory obligation on shippers, AEMO notes there is minimal additional burden being created
given there are already obligations on shippers to provide this information to facility operators.

In assessing the most suitable data source, AEMO has access to the BB connection point nominations and
forecasts, and the BB actual gas flows which allow a like-for-like comparison of the data. In the ECGS, the retailers
and large users provide forecasts for demand zones, but do not provide the actual flows. That means AEMO is
not able to clearly identify the cause of errors in demand forecasts relating to ECGS forecasts, similar to the way
AEMO cannot identify BB nominations from individual shippers given the pipeline operator submission is an
aggregate at the connection point.

An obligation on shippers to provide nomination to facility operators seven days ahead is likely to improve the
quality of the BB non-market demand forecasts given the accuracy of these forecasts relies on input
nominations. This will require ongoing monitoring to ensure gaps in data are being addressed in a timely manner.

Gas-powered generation

GPG is playing an increasing role in the energy transition, with long-term forecasts indicating a greater capacity
requirement for GPG but with lower utilisation. The role that GPG plays in the energy mix contributes to
increased variability in gas demand, impacting the accuracy of both the short- and medium-term gas forecasts.

Electricity demand in the NEM, which operates on a five-minute market basis, is affected by the time of day,
consumer behaviour, seasonal temperature variations and the level of rooftop solar contributing to meeting
demand. On the generation supply side, dispatch of GPG will be impacted by a range of factors including network
constraints, competitor behaviour, gas input costs and availability, and each GPG operator’s portfolio
considerations across gas and electricity contracts.

Further, there are additional challenges that exacerbate the variability of GPG demand in the NEM, which can
make forecasting GPG demand more challenging:

e The increasing integration of renewable energy sources such as solar and wind, which are intermittent and
variable by nature, adds to the complexity of forecasting demand for GPG. As renewables become a larger
part of the energy mix, the role of GPG to provide a firming service becomes more crucial yet harder to
predict, with long-term forecasts indicating a greater need for GPG but with low overall utilisation.

e Coal-powered generators continue to provide a majority of the baseload power generation throughout the
NEM, and GPG can be called on at short notice and for extended periods to provide cover for both planned
and unplanned outages of coal generation.

e The availability and price of gas affects the physical and economic feasibility of running GPG units. Given the
forecast tightening of the gas supply-demand balance, increases in the cost of gas production, and linkages to
international LNG and oil markets and geopolitical events, gas prices are unlikely to pull back to previously
seen lower levels, resulting in GPG being relatively uncompetitive against other technologies in the NEM.
Further, the availability of gas can be affected by pipeline constraints, particularly on those pipelines bringing
gas south during peak demand in winter.

All of these complexities result in an inherent difficulty in being able to accurately forecast when or how much
GPG will be required in the NEM,; it is difficult to forecast for both the operator of GPG and for AEMO. There are a
number of GPG units outside of the NEM in the Northern Territory and Queensland, where GPG units play a
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larger role in the energy mix in those locations. AEMO analysed relevant BB pipeline nominated and forecast
flows and observed some inaccuracies with the BB forecast. AEMO’s proposal for BB shippers to have a
mandatory obligation to provide rolling seven-day nominations to pipeline operators will likely improve these BB
forecasts given the accuracy of the forecast either improved as the gas day approached, or a relatively consistent
error was observed.

Analysis of the following short-term GPG forecast demand data was undertaken to understand the inherent
challenges associated with forecasting NEM-connected GPG demand:

e NEM extended (seven-day) pre-dispatch?? — the Extended Pre-dispatch report contains indicative regional
reference prices, interconnector flows, binding constraint information, and a projection of aggregate daily fuel
use by GPG in the NEM. The report was developed to support the identification of a potential gas supply
shortfall in the NEM as per the Gas Supply Guarantee Guidelines.

e NEM 40-hour pre-dispatch — this forecasts dispatch of GPG up to 40 hours ahead and is updated every 30
minutes to take into account expected changes in weather, demand patterns, network constraints, generator
bids and availability.

e ECGS expected daily gas demand — this includes a seven-day outlook of expected demand by GPG units.

e BB pipeline nominated and forecast flows — this is a seven-day outlook of the nominations for each
connection point on a pipeline, with these connection points being mapped to each GPG unit.

All of the forecasts had high levels of inaccuracy in them, with the BB pipeline nominated and forecast flows and
ECGS expected daily gas demand providing the most accurate forecast leading up to the day. The two sources of
data had similar results and provide a valuable 7-day outlook however only one source of data is needed given it
is duplicated information. The BB pipeline 7-day outlook is more accurate than the NEM 40-hour pre-dispatch
with the exception of 30-minute pre-dispatch. This is to be expected given the NEM pre-dispatch window
operates closer and up to real time and has the following information available to it:

e Firm bids?® and availability from all generators, with re-bidding provisions for generators to be able to adjust
their positions as required.

e NEM demand forecasts for each region.
e Wind and solar generation forecasts for each region.

Outside of the pre-dispatch timeframe, any forecast gas demand for GPG is subject to a high degree of variability
given the potential for rapid changes in NEM conditions. Placing obligations on all generators (not just GPG) to
submit NEM bids out to seven days to support an extended pre-dispatch could be considered as an option, but
would be a significant burden on the industry, without clarity that any improvement in forecast could be
achieved.

AEMO'’s proposal for BB shippers to have a mandatory obligation to provide rolling seven-day nominations to
pipeline operators will apply to all shippers, including those supplying gas to GPG. However, it is expected there
may still be quality issues with these forecasts further out from the gas day given the uncertainty associated with
forecasting these nominations. This obligation will allow AEMO to monitor accuracy in the gas pipeline forecasts
for GPG, given this information is the expectation of gas usage at a pipeline connection point.

22 At https://aemo.com.au/-/media/Files/Electricity/ NEM/Emergency Management/2017/Guide-to-Extended-Predispatch-Report.pdf.

2 Qutside of the pre-dispatch window, bids and offers are not subject to rebidding rules.
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An AEMO-modelled GPG forecast is possible but is not without cost and risk. AEMO may be in a position of
building complex and costly systems only to find that a modelled GPG forecast is no better than what is currently
available to AEMO, undermining the value of a PASA.

GPG is a significant component of the demand mix in the ECGS, one that is difficult to forecast over both the
short and medium term given the dependence on so many external and other factors. Despite the difficulty in
being able to forecast GPG demand, it is important that a transparent and consistent approach be adopted to be
used in the context of both an ST PASA and MT PASA.

Proposed approach and regulatory changes

e AEMO proposes that the ECGS Procedures provide for a modelled approach to forecasting GPG demand,
with sufficient guidance and information requirements set out in the NGR.

e NEM and BB data will be key inputs into the modelled approach for the forecast of NEM-connected GPG,
however the existing NEM extended pre-dispatch data and the BB data are not suitable as a standalone
deterministic forecast for GPG demand. For the forecast of GPG outside of the NEM, BB pipeline
nominations and forecasts may be adequate given AEMO’s proposal for BB shippers to have a mandatory
obligation to provide rolling seven-day nominations to pipeline operators.

e AEMO proposes that the AEMC consult on this as part of the rule change process, to seek industry
feedback on how to best develop a modelled approach that incorporates different sensitivities of GPG
demand, to ensure AEMO has access to the right level of information to support the development of this
modelled approach. This method acknowledges the complexities and challenges in achieving accurate GPG
demand forecasts to provide for a range of possible outcomes in different market scenarios rather than a
single deterministic forecast that yields material errors.

LNG export demand

LNG export demand? is the largest source of demand in the ECGS, but its impact on the domestic system can
vary significantly due to planned and unplanned outages of gas production and LNG export facilities and can
range from significant to minor based on how each LNG export project and their facilities are operating. Demand
forecasts for the LNG export facilities will be dependent on long-term contracts, international market conditions
influencing pricing for shorter-term contracts, maintenance activities and other factors that are best placed to be
determined by the LNG export projects themselves.

Given the size of the LNG export sector and its interlinkage with the domestic market, it has the potential to act
as a major source of net demand or supply, depending on the dynamics. There is generally a low variance
between forecast and actual gas demand for the LNG export projects, resulting in the BB data being an adequate
input into the ST PASA. However, the daily BB forecasts and nominations that AEMO receives do not extend to
more than seven days ahead, meaning that additional LNG export demand information is required for the MT
PASA.

2 References to LNG export demand are specific to Queensland, as the Northern Territory LNG export projects do not currently source gas
from facilities directly connected to the ECGS.
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Proposed approach and regulatory changes

e AEMO recommends including the definition of LNG export project in the BB rules to ensure consistency
across the different Parts within the NGR.

4.5 Gas supply capacity forecasts and infrastructure availability

Supply-side inputs for the relevant outlook period will be required to develop a gas ST PASA and MT PASA,
including:

e Capacity outlooks for BB supply facilities. For storage facilities this would also include an assessment against a
point-in-time storage level. The use of a supply capacity outlook assumes the definition of capacity is aligned
to the maximum production forecast for a gas day and, in the case of production facilities, accounting for any
gas field limitations and not just the capacity of the facility.

e Transportation capacity outlooks incorporating limitations imposed by maintenance activities and operational
conditions to allow assessment of the ability for gas to be transported from the gas supply points to the
demand points within the ECGS. Given the interconnection of transmission capacity across the ECGS, there is
a need to view these capacity outlooks in the context of constraints into, or out of, a region.

There are a number of factors in determining the amount of supply that is available to meet demand — whether

it is in the right location, constraints in transporting the gas, and whether there is sufficient gas in the ground (or
storage) that can be extracted. AEMO has access to a number of different data sources, with the most important
being the capacity outlooks for BB supply facilities. AEMO’s primary source of information for short-term supply

is from the BB, with supplementary information provided on linepack information through the ECGS function.

Supply capacity outlooks

Existing BB obligations require daily short-term capacity outlooks to be provided by facility operators seven days
ahead and weekly MTCOs for an outlook period of 24 months. AEMO also receives weekly extended daily
capacity outlooks out to six months and weekly MTCO recall times two years ahead under the ECGS Rules.
However, shortcomings in the current NGR framework have been identified.

There is a benefit in moving the definitions of daily capacity from the NGR to the Procedures. This will allow
AEMO to ensure updates can be made, with appropriate consultation, and that the right level of information is
provided in the capacity outlooks. This is particularly relevant to production facilities where the output of the
facility can be impacted by the deliverability of the gas fields and upstream lateral gathering pipelines, even
though the facility itself may be capable of higher rates of production.

The MTCO is a by-exception submission provided with a start and end date of any maintenance activities with
associated capacity outlooks provided. In the absence of an MTCO submission, it is assumed that each facility is
capable of achieving its nameplate capacity, even though this may not be the case? . The implementation of the
MTCO submission has resulted in a high level of complexity, to allow for the updating of MTCO submissions?®.

25 Nameplate capacities are required to be updated annually, or where a change in capacity is likely to impact the BB facility for more than one
year.

2% AEMO is not able to determine whether an MTCO submission is intended to update an existing submission or is reflective of a new
submission, therefore each MTCO submission for a facility must include all future dates including those that have been previously
submitted.
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The introduction of a daily capacity submission to the MTCO horizon will result in an easier to interpret dataset
for users as well ensuring a mandatory obligation on facility operators to provide these submissions?’.

LNG exporter domestic supply forecast

LNG exporters’ net available gas volume to supply to the domestic market is an important aspect of the total gas
supply available to the market on a given gas day and over the medium-term outlook. LNG export projects
currently provide the quantity of gas that the project expect to supply to the domestic market?®. The expected
supply is based on each project’s expectations, rather than being based on a particular metric such as contracted
domestic supply, or available for domestic supply. This information has been of limited use to AEMO in its ECGS
monitoring.

While not likely to be a direct input into the MT PASA, the volume of gas for domestic consumption may be able
to be used to understand the level of contracting in place, or volume of gas available, for the domestic market. As
per AEMOQ’s recommendation to receive a daily demand forecast out to 12 months for the LNG export facilities,
combined with the BB supply facility capacity outlooks (also recommended to be at a daily resolution), AEMO
can form a view of the residual net supply that is available within the ECGS. The LNG export projects expectation
of supply to the domestic market could provide an additional level of information regarding the possibility for
supply to be diverted to export markets.

Reviewing the definition of the expectation to supply to the domestic market for consumption may be beneficial
to providing better quality data that can be used by AEMO. The quantity of gas that the project is expecting to
supply to the domestic market does not link this expectation to supply from its own facilities. As an example, it’s
possible for one LNG export project to be selling gas to a retailer assuming this is for domestic consumption (and
including this volume of gas in its submission), and that retailer then selling a similar volume of gas to another
LNG export project. This is the very nature of contracts once they have been sold to a third party, and why it may
be best for AEMO to be only looking at the supply-demand balance and using its information gathering powers
on an exception basis where an actual or potential risk or threat has been identified. Any adjustment of the
definition would need to test whether better quality information would be made available, or whether it is
creating an unnecessary regulatory burden with information that has limited use.

Proposed approach and regulatory change

e AEMO proposes for the rule change process to explore the definition of expected supply to the domestic
market for consumption. To the extent this obligation continues, AEMO can see benefit in including this
information in the BB Rules, for consistency in having all data reporting obligations in one place, with
confidentiality provisions on this information. If this information is retained, it would also be of benefit to
have this information provided at a daily granularity out to 12 months in line with the MT PASA horizon.

Transportation capacity outlooks

Short-term transportation capacity outlooks are an important input into the gas PASA, given the need to identify
potential constraints in the gas supply network and allow proactive measures to ensure gas supply reliability.
Risks to gas reliability increase in winter during peak gas demand, and there is a risk that gas supply to GPG may
be limited by pipeline infrastructure constraints if gas and electricity demands peak simultaneously.

27 Currently, in the absence of receiving an MTCO submission, AEMO is not able to ascertain whether this is because there is not
maintenance worked planned or if it is a gap in the data set that requires follow up.

% Subrule 691(1)(a)
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AEMO receives daily short-term capacity outlooks for BB pipelines out to seven days, by pipeline segment, under
the ECGS Rules®. The BB Rules also require BB pipelines to submit capacity outlooks, and AEMO has
recommended for the definitions of pipeline segments, and reporting of, to be incorporated into the BB Rules.
This will ensure effective reporting, particularly with regard to constraints in and out of the regions.

Linepack/capacity adequacy (LCA) flags and linepack forecasts

AEMO receives LCA flags from BB reporting entities for each BB pipeline and BB compression facility*. This
information provides an indicator of pipeline and compression facility adequacy for gas days D to D+2, supporting
early notification of potential pipeline and compression facility issues. However, further investigation is required
to ensure consistent and meaningful reporting of the LCA flags.

BB pipelines are also required to report forecast amounts of linepack in a linepack zone and the expected daily
capacity for each pipeline segment seven days ahead3!, which are inputs to the modelling of available supply,
particularly where a risk or threat has been identified.

Proposed approach and regulatory changes

e To ensure consistent and meaningful reporting of LCA flags and notification of changes in LCA flags in the
BB Procedures, AEMO recommends that the LCA flags be reported for each pipeline segment for more
granularity when assessing capacity adequacy along each pipeline segment.

e AEMO also proposes that the linepack forecasts are incorporated into the BB Rules, and to the extent these
are used as an input to the ST PASA there may be a benefit in publishing this information. To ensure AEMO
is able to check the quality of the data and follow up on potential gaps3?, AEMO also proposes that each
day the actual linepack data is provided for each linepack segment for the previous day.

29 Subrule 690(b)

30 Subrule 179(2)

31 Rule 690

32 This data will help identify any forecasting errors or patterns that might need to be addressed.
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5 Implementation considerations

5.1 High level system impacts

A comprehensive system impact analysis will be required to fully understand the scope of changes and costs
needed to AEMO's systems and processes to implement the PASA. At a high level, the systems and areas listed
below are likely to be significantly impacted.

System/area Impacts and changes

BB systems e Enhancements to data inputs and validation processes to accommodate new and modified
PASA inputs.

e Modifications to reporting and data publication.

e Modification of the MTCO submission process to capture daily outlooks.

Demand forecasting systems e Development or enhancement of models and methodologies for producing detailed AEMO
demand forecasts, including regional breakdowns and GPG modelling.

e Integration of new data inputs and assumptions into forecasting processes.

PASA calculation engine e Design and development of a new system to perform the core PASA supply-demand balance
calculations.

e Implementation of algorithms and models to apply reliability standards and identify
shortfalls.

e Integration with input data sources and output publication systems.

Notification and alerting systems e Establishment of new processes to monitor PASA outcomes and trigger alerts based on
defined thresholds.

e Development of notification templates and distribution lists for PASA-related
communications.

e Potential integration with existing market notification channels and participant portals.

Data validation and quality control e Enhancement of existing data validation rules and processes to accommodate PASA-specific
requirements.

e Development of data quality monitoring and reporting capabilities if necessary.
Reporting and visualisations e Design and development of new report templates and visualisations for PASA outputs.

Operational processes and interfaces e Establishment of new operational procedures and processes for conducting PASA runs.

5.2 Implementation timing and other considerations

The implementation of the PASA will require careful planning and coordination to ensure a smooth execution.
Key factors that will influence the implementation timing include:

e Process and procedures development — depending on the balance between obligations and design in the
Rules and procedures, AEMO may be required to undertake significant design work for the implementation of
the PASA. This will include developing procedures, guidelines and processes to meet the intent of the Rules
framework. This could be a substantial piece of work if AEMO is required to develop new concepts and
consult with participants.

e Participant testing and verification — a critical step in the implementation process will be the testing of
participant data inputs and PASA outputs. This will involve:

— Establishing a testing environment and approach.
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— Developing detailed test cases and data sets.
— Coordinating testing activities with participants.
— Verifying the accuracy and completeness of participant data.

— Validating the PASA calculations and outputs against expected results.

Sufficient time will need to be allocated for thorough end-to-end testing and resolution of any issues
identified. This may require an extended testing and analysis phase prior to the final implementation, which
should be factored into the overall implementation timeline.

e Reliability standard rule change — the design and implementation of the PASA is closely linked to the proposed
ECGS Reliability Standard and Associated Settings rule change. The reliability standard will be a key input into
the MT PASA calculations and will drive the triggering of any supply adequacy/threat actions. As such, the
timing of the reliability standard rule change will have a material impact on the PASA implementation. It is
important to consider that proceeding with the publication of a MT PASA without the inclusion of a finalised
reliability standard may limit its utility.

AEMO's preference would be for the reliability standard and PASA rule changes to progress in parallel, with
sufficient flexibility built into the PASA design to accommodate any final changes to the reliability standard as
part of the implementation process. This approach could delay the PASA implementation, with the alternative
being to have a staged approach to the PASA, noting this is likely to lead to higher costs of implementation
and incremental improvements being made to the MT PASA but will potentially allow for an earlier
implementation of other key aspects of the PASA framework. This would allow the core PASA development to
proceed while still ensuring alignment with the final reliability standard.

One approach that could deliver this would be to implement in the following order:

1. Data collection and verification for up to three months from commencement of the Rules;

2. Publication of the ST PASA;

3. Ongoing development of MT PASA inputs including participants submissions and verification;
4. Reliability standard and associated settings rule commencement (AEMC-dependent);

5. Incorporation of reliability forecasts and development of MT PASA; and

6. Publication of MT PASA with reliability run.

Based on the initial assessment, AEMO considers the PASA implementation to be a significant undertaking that
will require substantial enhancements and uplifts to existing AEMO systems and processes. A dedicated program
of work will be required, with significant time and resources including technology development, testing, and
change management efforts. AEMO will develop detailed cost estimates as part of the implementation planning
process, but initial indications are that this will be a material expense reflecting the scale and complexity of the
changes required.

AEMO will consult with participants as part of design and development to ensure the final systems meet their
needs and will work with the AEMC on system implementation timeframes.
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Proposed approach and regulatory change

e AEMO proposes that the AEMC, as part of the rule change process, explore a potential staged approach to
the publication of initial PASA reports, such that the Rules set an effective date for submissions from
participants and a later date for the ST and MT PASA (which could be on different timetables). This will
allow for AEMO to review inputs and to follow up with industry to resolve potential data gaps, leading to a
more successful uptake and confidence in the new PASA reports.

5.3 Viability of early publication

Based on the limited high-level system impact analysis above, AEMOQO’s strong view is that it would not be viable
or advisable to seek to publish a PASA ahead of the completion of the full Rules framework, design, build and
testing process.

While it may be theoretically possible to produce a very simplified version of the PASA using existing data and
systems, such a report would have severe limitations:

e Data gap and quality issues — as identified in this report, there are several key data gaps and quality issues
that need to be addressed through rule and procedure changes before a robust PASA can be produced.
Publishing on incomplete or unreliable data risks misleading the market.

e Lack of full methodology — the PASA methodology involves modelling and calculations of the supply capacity
demand balance that need to be carefully designed, implemented and tested. A simplified early version
would not be able to fully replicate the intended outcome of the rule change proposal, leading to potentially
inaccurate or inconsistent results.

e Limited usefulness for decision-making — the value of the PASA lies in providing a comprehensive, reliable,
transparent and actionable outlook for the gas supply-demand balance. A partial or indicative PASA may not
provide a sufficient basis for operational (or commercial) decisions by either AEMO or market participants.

e Reputational risk to the reform — publishing an incomplete or unreliable PASA may undermine confidence in
the reform and damage the long-term credibility of the PASA before it has even full commenced.

In AEMO’s view, attempting to publish a PASA ahead of the implementation of the support Rules, frameworks,
systems and processes would be counter-productive and potentially undermine the overall reform objectives.

It is unlikely that an early PASA would provide significant additional value beyond AEMOQ'’s existing BB reporting
and market notification and alert functions. The focus should be on developing and implementing a high-quality
gas PASA that delivers a robust reporting and signalling framework from day one.
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