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AGREEMENTS ON RELATED REFORMS




Electticity

The April 1995 competition policy agreements link NCP payments to, among other
conditions, the implementation of specified electricity reforms. States and Territories
are to take all measures necessary to implement an interim competitive National
Electricity Market (NEM) from 1 July 1995 or on such other date as agreed by the
parties for the first tranche of NCP payments. Following a letter of 10 December
1996 from the Prime Minister to all Premiers and Chief Ministers, the agreed
implementation date for the NEM was changed to early 1998.

The trading rules, network pricing principles, system controls and rules for access to
networks, and other matters have been developed and incorporated into an electricity
Code of Conduct (the Code). Two institutional bodies have been established, the
National Electricity Code Administrator (NECA) and the National Electricity Market
Management Company (NEMMCO), which are responsible for administering the
Code and managing the market, respectively.

The Australian Competition and Consumer Commission (ACCC) received
applications by NECA and NEMMCO, on behalf of governments of the
Australian Capital Territory, New South Wales, Queensland, South Australia
and Victoria:

. to accept under Part IIIA of the TPA an access code for the electricity
transmission and distribution networks; and

. to authorise under Part VII of the TPA the proposed electricity
wholesale market arrangements within the Code.

The ACCC authorised the Code and the arrangements set out in the Code on
9 December 1997, subject to a number of conditions being met. The ACCC released
a draft determination conditionally accepting the access code. A final determination
is expected to be released before the start of the market.

As an interim step in establishing to the establishment of the NEM, in November
1996, NSW, Victoria and the ACT signed a Heads of Agreement to introduce an
interim market (NEM1). On 4 May 1997, the first stage of NEM1 commenced,
which involved the harmonisation of market rules in the NSW (including the ACT)
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and Victorian electricity markets to enable generators to bid against each other to
supply power to energy retailers in NSW, Victoria and the ACT, and indirectly to
South Australia.

South Australia is committed to participating in the NEM and took the role of lead
legislator in relation to the legislation required to establish the NEM and apply the
Code in participating jurisdictions. South Australia passed the National Electricity
(South Australia) Act in June 1996. However, South Australia is not expected to
participate until the full establishment of the NEM.

Queensland recently commenced its interim electricity market, which is virtually
identical to the proposed NEM arrangements. Queensland will also join the
NEM once it is fully established, although full integration with the NEM will
not occur until physical interconnection with New South Wales (around 2001).

The Tasmanian Premier stated in his Directions Statement (10 April 1997) that
Tasmania is committed to participating in the NEM on the basis that it proceeds
with an interconnection with Victoria (the proposed Basslink project). The
Tasmanian Premier has set the objective of implementing Basslink by 2002.

The second tranche of NCP payments, to commence in 1999-2000, will depend on
relevant States and Territories completing the transition to a fully competitive NEM
by 1 July 1999. Third tranche payments, to commence in 2001-02, will depend on
relevant States and Territories giving full effect to, and continuing to fully observe, all
COAG agreements with regard to electricity.

Agreements on reforms to the electricity industry, including the establishment of the
NEM, were made at the following meetings:

. Special Premiers’ Conference Brisbane 30-31 October 1990

. Special Premiers’ Conference Sydney 30 July 1991

. Premiers’ and Chief Ministers’  Adelaide 21-22 November 1991
Meeting

. Heads of Government Canberra 11 May 1992

. COAG Perth 7 December 1992

. COAG Melbourne 8-9 June 1993
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. COAG Hobart 25 February 1994
. COAG Darwin 19 August 1994
. Leaders’ Forum® Adelaide 12 April 1996

Extracts pertaining to electricity industry reform in the Communiqués for each of
these meetings are reproduced below. Also provided are relevant extracts from the
Prime Minister’s 10 December 1996 letter to Heads of Government covering electricity
reform.

Special Premiers’ Conference Brisbane 30-31 October 1990

Leaders agreed that there may be additional benefits from an extension of, and/or
organisational changes to, the interstate electricity network covering NSW, Victoria,
Queensland, SouthAustralia, Tasmania and the ACT. Consequently, they further
agreed that a working group be set up to;

(a) assess whether extensions to the interstate network are economically
justified;

(b) 1if so, assess the organisational options for achieving this, including a
jointly owned interstate transmission system, a pool arrangement, and other
ways of improving the management of current interstate arrangements; and

(c) report to the next Special Premiers’ Conference.

The working group will include representation from relevant electricity authorities
and policy agencies from the respective governments including the Commonwealth,
and seek contributions from interested parties, including major users in the private
sector.

Special Premiers’ Conference Sydney 30 July 1991

Leaders and representatives agreed to establish a National Grid Management Council
to encourage and coordinate the most efficient, economic and environmentally sound
development of the electricity industry in eastern and southern Australia having regard
for key National and State policy objectives. This represents an important

5 The Leaders’” Forum comprised of State and Territory First Ministers but did not include the Commonwealth
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step forward in advancing cooperation in the electricity industry, the absence
of which has cost the nation dearly in terms of excessive generation capacity,
inappropriate plant mix and inflexibility of fuel use.

The Agreement is entered into on a cooperative basis.

The Council will encourage open access to the eastern and southern Australian grid
and free trade in bulk electricity for private generating companies, public utilities and
private and public electricity customers. It will also coordinate planning of the
generation and interconnected transmission systems and encourage the competitive
sourcing of generation capacity and the use of demand management.

Each participating government will nominate a representative to the Council which is
to have an independent chairperson. The governments represented on the Council
will be the Commonwealth, New SouthWales, Victoria, Queensland, South Australia,
Tasmania and the ACT. However, should these initiatives develop into more formal
arrangements involving the ownership or joint operation of transmission or generation
systems assets, the membership of the continuing organisation will be reviewed. The
current membership arrangements should not be taken as a precedent for future
arrangements. These governments have agreed to contribute the resources required
for the Council without establishing a separate new organisation with overhead costs.

The Council is to oversee the preparation of a draft protocol covering the planning,
operation, development, monitoring and extension of the eastern and southern
Australian grid. In preparing the draft, which is to be submitted to participating
Heads of Government for consideration in November, the Council is to seek and
encourage external input and comment.

Leaders and representatives noted that extensions to the current interstate grid linking
New SouthWales, Victoria, SouthAustralia and the ACT were technically feasible
and economically justified. They asked that the more detailed technical appraisals of
the proposed links to Queensland and Tasmania continue with a view to the results
being available by the November Special Premiers’ Conference. On present
indications, a link to Tasmania could be operational by the mid to late 1990s and
extension of the grid to Queensland possibly from 1997.

In setting in place these arrangements, leaders and representatives noted the potential
that they contain to deliver cheaper electricity and a more rational use of the nation’s
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resources and to better position Australia in the international market for
electricity supply. ®

Premiers’ and Chief Ministers’ Meeting Adelaide 21-22 November 1991

Mr John Landels, Chair of the National Grid Management Council, reported to
Premiers and Chief Ministers on the progress of the Council’s work program.

The Premiers and Chief Ministers are pleased to note the environmental benefits
to Australia which will result from this process, as there is potential for a
significant reduction in greenhouse gases by deferring the need for additional
generating capacity.

The Council has considered a draft National Grid Protocol and a timetable on
the need for additional generating capacity. The draft Protocol will be used as
a basis for a round of public consultation commencing next month.

These seminars will be conducted in Sydney, Melbourne, Brisbane, Adelaide,
Hobart and Canberra. The participants will include a wide section of
stakeholders: industry existing and potential private generators, major bulk
supply customers, unions and commercial groups.

The Council has also considered the links to Tasmania and Queensland.

[The State Electricity Commission of Victoria] and [the Hydro-Electric Commission]
have forwarded a report on the feasibility of a DC cable interconnection between
Tasmania and the mainland. The report suggests that there are significant potential
gains from such a link.

The Premiers note the progress that has been made. Broader economic and business
studies are now being done to assess comprehensively the case for proceeding with
the link in the near future.

The Premiers and Chief Ministers encourage the progression of these studies and
will consider the wider implications for the grid.

6 On 30 July 1991, First Ministers from the Commonwealth, New South Wales, Victoria, Queensland, South Australia,
Tasmania and the Australian Capital Territory signed the Electricity Generation and Transmission Interstate
Co-operation Heads of Agreementwhich established the NGMC.
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The Queensland and NSW Governments support in principle the interconnection of
their electricity grids and have directed that a detailed feasibility study be undertaken.

The feasibility study should be completed early in 1992 which would indicate the
economics and time of the options for interconnection. Further work needs to be
then carried out to determine the sharing of costs and benefits and to establish
commercial arrangements satisfactory to Queensland, New South Wales and the
other parties to the existing interconnection (Victoria and South Australia).

Securing easements for the interconnector will involve a lengthy process of community
consultation and environmental assessment of alternative routes.

To ensure that capability to achieve the benefits of interconnection is preserved the
Queensland and New South Wales Governments will authorise the Queensland
Electricity Commission and the Electricity Commission of New South Wales to
immediately commence a joint coordinated process for planning and determining an
easement corridor to provide for future interconnection.

Premiers and Chief Ministers noted Mr Landels’ advice that the Council would advise
them on the processes for direct arrangements between major customers and
generators at their next meeting.

Heads of Government Canberra 11 May 1992

It was agreed to develop an interstate transmission network across the eastern States
and that the National Grid Management Council would report on the precise nature
and operating guidelines of the structure by the end of 1992. To achieve this, Heads
of Government agreed to the principles of separate generation and transmission
elements in the electricity sector.

Western Australia, while not a part of the national grid, supports the above. South
Australia wishes to look further at the implications for its system. Tasmania’s
participation in a national grid will be dependent on the development of
a Basslink proposal.

Heads of Government agreed to finalise the draft national grid protocol prepared by
the National Grid Management Council via correspondence by the end of June.
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COAG Perth 7 December 1992

The Prime Minister, the Premiers of New SouthWales, Victoria, Queensland, South
Australia and Tasmania and the Chief Minister of the Australian Capital Territory
noted the content of a report they had received from the Chairman of the National
Grid Management Council (NGMC) on the Council’s work over the past 12 months.

In particular, they noted the work the NGMC has been overseeing on the development
of an interstate transmission network and the NGMC’s intention to meet the timetable

set by the Heads of Government last May for a report on the precise nature and
operating guidelines for the structure by the end of 1992. The relevant Heads of
Government reaffirmed their commitment to the principle of separate generation and
transmission elements in the electricity sector and agreed to give early consideration
to the report.

The Heads of Government also noted the work the NGMC has been undertaking on
transmission pricing and pooling arrangements in advance of the proposed introduction
of customer-generator links. Given the importance of these two issues to the future
development of trade in energy, the Heads of Government endorsed the NGMC’s
commitment to consult widely on its proposals in these areas before finalising them.

COAG Melbourne 8-9 June 1993

Since the National Grid Management Council (NGMC) was established in July 1991,
relevant Heads of Government have extensively considered the arrangements necessary
to give effect to their decisions to implement a competitive electricity supply industry
in eastern and southern Australia. On this occasion they discussed two NGMC
reports - one on the structure of the transmission network across eastern and southern
Australia and one on the NGMC’s recent work including proposals for a detailed
timetable of the steps which need to be taken to commence a competitive market.

The Prime Minister, the Premiers of New South Wales, Victoria, Queensland and
SouthAustralia and the Chief Minister of the Australian Capital Territory agreed to
have the necessary structural changes put in place to allow a competitive electricity
market to commence as recommended by the NGMC from 1 July 1995.

These structural changes will include the establishment of an interstate electricity
transmission network with those States which are already inter-connected, together
with Queensland, working towards implementation by 1 July 1995 of the Multiple
Network Corporation (MNC) structural option outlined in the NGMC'’s report.
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Under this proposal, the transmission elements of the relevant existing electricity
utilities are to be separated out from generation and placed in separate corporations.
SouthAustralia is considering the use of a subsidiary structure pending the resolution
of cost issues associated with separating transmission from its vertically integrated
authority. Resolution of those issues would enable the adoption of the MINC model.

Tasmania reserves its position pending the outcome of'its current electricity industry
review.

In making this commitment the Council noted that the establishment of an interstate
electricity market and the implementation of the MNC model requires the settling of
a number of important and sensitive issues including market trading arrangements,

grid pricing and regulatory framework, budgetary impact on the States, the resolution
of tax compensation issues and reform arrangements for the Snowy Mountains
Scheme.

It was agreed that there be a progress report on these, and a range of operational
matters under examination by the NGMC, to the next Council of Australian
Governments meeting. Heads of Government endorsed the NGMC’s commitment
to consult closely with key stakeholders in carrying through its work.

Heads of Government also agreed to the further examination, during the establishment
of the MNC structure, of whether the network structure for governments to work
towards should be a national network corporation or another option.

The conclusions of a response to the NGMC'’s reports prepared by senior officials
for Heads of Government which were endorsed are attached [see the following
Attachment], together with the NGMC’s timetable of events leading up to a 1
July 1995 commencement of a competitive electricity market.
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Attachment

Electricity industry reform

In relation to reform of the electricity industry relevant Heads of Government:

1. Announced a firm commitment to have the necessary structural changes
in place to allow implementation of a competitive electricity market from
1 July 1995.

2. Confirmed their commitment to the establishment of an interstate
transmission network, separate from generation and distribution interests,
noting that the achievement of this will require the settling of important
and sensitive issues, including;

. market trading, grid pricing and regulatory arrangements;
. the budgetary impact on the States;
. the resolution of tax compensation issues; and

. resolution of reform arrangements for the Snowy
Mountains Scheme.

3. Agreed that establishment of the interstate transmission network be
through adoption of the Multiple Network Corporation model outlined
in the NGMC report.

4. Agreed that jurisdictions in southern and eastern Australia will work to
have the Multiple Network Corporation structure in place by 1 July 1995,
consistent with the NGMC timetable for the introduction of a competitive
electricity market.

(in relation to 1, 3 and 4 Tasmania indicated that it is reviewing the
appropriate structure of its electricity supply industry and will report to
COAG once a decision has been made.)

(in relation to 3 and 4, South Australia indicated it is considering the use
of a subsidiary structure pending the resolution of cost issues associated
with separating transmission from its vertically integrated authority.
Resolution of those issues would enable the adoption of the Multiple
Network Corporation model.)
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10.

Committed to further examine, during the course of the establishment of
the Multiple Network Corporation structure, of whether the network
structure for governments to work toward should be a National Network
Corporation or another option.

Reconfirmed the objective of competitive generation as envisaged in the
National Grid Protocol, noting that this will involve merit order dispatch of
individual generators to ensure that the most cost-effective generation is
despatched and to enable private sector generation to compete on equal terms.

Called for a report from the NGMC at the next meeting of the Council of
Australian Governments on the following major issues associated with
implementation of electricity reform:

. the implementation of network pricing and market trading
arrangements to underpin competition in electricity trading;

. appropriate regulatory arrangements, noting that the Hilmer inquiry
into competition policy will report during this period;

. progress in the establishment of a high-voltage transmission link
between NSW and Queensland (Northlink); and

. demand management opportunities.

Asked the NGMC to address further major issues, including:

. methodologies to ensure a consistent and commercial approach to
the valuation of transmission assets; and

. the implementation of effective system control arrangements for
the integrated network, independent of the generation sector, that
meet the needs of generators, distributors and major customers.

Noted that the NGMC will need to further consult widely and visibly
with major stakeholders.

Agreed that the parameters for the 1994 review of the NGMC be agreed
at the next meeting of the Council of Australian Governments.
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Requested the senior officials working group to report back to the next
meeting of the Council of Australian Governments on:

which established the NGMC.whether a Memorandum of
Understanding is required between Heads of Government to advance
the establishment of an interstate transmission network and, if so, what
it should contain;

progress in the resolution of the tax compensation matter;

progress in resolution of reform arrangements for the Snowy Mountains
Scheme; and

reform actions taken within the States to facilitate the introduction of a
competitive electricity market.

COAG Hobart 25 February 1994

In relation to reform of the electricity industry relevant Heads of Government:

I.

Noted the progress which has been made since their June 1993 meeting to
fulfil their commitment to have the necessary structural changes in place to
allow the implementation of a competitive electricity market from 1 July 1995
including;

substantial progress in Victoria and Queensland in the structural
separation of generation, transmission, system control and distribution
elements and the commitment by New South Wales to form a
separate incorporated transmission subsidiary to Pacific Power as the
first step in separation of transmission in that State;

the commitments by New South Wales and Victoria to review before
1 July 1995 the structure of the generation sectors in their States;

the commencement by the National Grid Management Council (NGMC)
on 1 November 1993 of a market trial in all participating States which
should spread the market culture and provide prospective market
participants with experience in use of market instruments;

the memorandum of understanding between New South Wales and
Victoria which reflects the agreement by both States to develop a process
for coordinating reform activities by 1 March 1994 in order to meet the
objectives of competitive interstate trade by 1 July 1995;
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. the agreement between officials of New SouthWales and Victoria of a
statement (for negotiations with the Commonwealth) of principles for
the reform of the Snowy Scheme; and

. development by the NGMC for circulation early in 1994 of a discussion
paper on demand management issues in a competitive electricity market.

2. Agreed to the principles for a national competitive electricity industry of a
uniform approach to network pricing and regulation, and to the principle of a
form of vesting contracts for managing the transition to the competitive market.
With regard to network pricing, this applies to such things as common asset
valuation methodologies and rates of return as well as cost reflective and uniform
pricing methodologies. With regard to vesting contracts, the timing and maturity
profile of these contracts will be determined after further financial analysis,
with the aim of completing the transition process by no later than 1 July 1999.

In the context of regulation, governments agreed to the following proposals by
the NGMC for a regulatory framework for the electricity industry which reflects
the decision of the Council on the Hilmer Report recommendations:

(a) that the regulatory approach for the competitive national electricity
industry be a framework encompassing a code of conduct which is
consistent with overall national regulation with some State
regulation, where required, subject to the following principles:

. a national regulator for market conduct;

. a code of conduct which, following endorsement by governments,
would be subject to authorisation by a national regulator with
oversight for three areas covering: network pricing; pool rules,
operation and system control; and network connection and access.
Oversight will include pricing surveillance, at either State or national
level, of non-competitive generation market segments;

. a national advisory body (which could be the NGMC or its
successor) to provide governments with the information on the
monitoring/oversight of a code of conduct for planning of future
system developments; and

. State regulation for franchise customer pricing, the environment
and safety;

(b) that national regulation of market conduct be undertaken by a general
body like the Trade Practices Commission or its successor;
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that where national pricing oversight is undertaken, a general body like
the Prices Surveillance Authority or its successor be utilised;

that development of the code of conduct be by the NGMC in
collaboration with a wide cross-section of electricity market participants
and that subsequent administration of the code after authorisation be
through the NGMC or its successor;

that the national regulator which authorises the code of conduct be the
Trade Practices Commission or its successor, noting that if after
experience with the use of a general regulator, further benefits are identified
for the option of creating an industry-specific regulator to oversight the
codes of conduct, this option could be further explored,

that in the short term, recognising that reforms are occurring at different
speeds in different jurisdictions, individual governments may (where
necessary) seek to put in place transitional regulatory arrangements that
are consistent with the regulatory framework outlined in recommendation

(a);

that, recognising the timeframe commitment for the introduction of a
national competitive market, the existing and transitional regulatory
arrangements begin to be phased out from 1 July 1995, and be replaced
by the new regulatory framework as soon as practicable as competition
in the national electricity market commences; and

that a task force be established consisting of representatives from key
regulatory agencies and policy areas, as well as specialists that have
been contributing to the NGMC process, to report on the implementation
issues identified in the NGMC Regulatory Arrangements Report, with
the aim of having in place the new regulatory framework by 1 July 1995.

In relation to system security, agreed to confirm their commitment to the concept
of inter-jurisdictional merit order commitment and dispatch and interstate
sourcing of generation where cost-effective, noting that the Electricity Supply
Industry code of conduct (see above) will ensure that each jurisdiction is fairly
treated in the provision of an agreed level of system reliability.

Agreed that a fundamental review of the NGMC should be deferred until after
the commencement from 1 July 1995 of the competitive market but that in the
interim there be a review of the NGMC by Senior Officials, for completion by
1 July 1994, clearly delineating the Council’s role, in particular, its relationship
with the Senior Officials’ Working Group.
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5. Asked the NGMC to report to the relevant Heads of Government out of
session in time for governments to consider in advance of the next Council
ofAustralian Governments meeting on:

(a) options and desirability for reducing the initial I0MW threshold for
customers permitted to participate in the competitive electricity market
(noting that Victoria has considered lowering this threshold to S0[kW]
by 1998);

(b) options for an appropriate uniform and cost reflective grid pricing
mechanism; and

(c) progress towards uniform pool arrangements and any necessary
refinements to market trading and associated arrangements in light of a
review of the results of the market trial.

COAG Darwin 19August 1994

Relevant Heads of Government noted the progress that had been made since the
Council’s February 1994 meeting, and agreed to the need for further work to fulfil
their commitment to have the necessary changes in place to allow the implementation
of a competitive electricity market from 1 July 1995. The Council’s detailed decision
in relation to the electricity supply industry are attached [see the following attachment].
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Attachment

Report on electricity reform

In relation to the reform of the electricity industry, relevant Heads of Government:

1. Noted the progress which has been made since the 25 February 1994 Council
meeting including;

(@)

(b)

substantial progress in structural reform to achieve a competitive Market:

in Victoria a competitive market will apply from October 1994
with five distribution organisations, a grid company, a wholesale
market company and a generation holding company under which
individual generators will act independently;

in New South Wales a transmission company was established in
July 1994 as a subsidiary to Pacific Power and a wholly
independent transmission organisation is expected to be
established in early 1995. It is intended to carry out a review of
the structure of generation in New South Wales prior to July 1995;

in Queensland the generation sector is to be separated from
transmission and distribution in early 1995. The transmission
and distribution functions are to rest with legally separate
subsidiaries. Itisintended that there will be scope for competition
in generation, including from new entrants, subject only to technical
licensing requirements; and

reviews of the State electricity industries in both Tasmania and
South Australia are now under way with a view to structural reform
consistent with the national model;

in relation to the National Grid Management Council
(NGMC) activities:

the successful completion of the market trial on 30 June 1994;

increased involvement in the reform process for distributors, major
customers and other key stake-holders through membership of a
high-level steering group and associated working groups;
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(©)

(d)

. the proposed provision by governments of additional resources
($7 million in 1994-95) and tighter project management
arrangements with the appointment of a full-time General Manager,
and

. the agreement to take full advantage of current reform
implementation experience in developing national market
arrangements;

good progress towards agreement between the Commonwealth, New
South Wales and Victoria on key principles for the corporatisation of
the Snowy scheme from 1 July 1995 and its introduction as a key source
of competitive generation in the interstate electricity market; and

commencement in June 1994 of the public consultation phase on
the Eastlink project with a commitment by Queensland and New
SouthWales to an even-handed evaluation of the economics of the
project as a means of future electricity supply.

2. Agreed in response to an NGMC Report on progress in the development
of market arrangements that:

@

(b)

the interim market trading and pool arrangements from 1 July 1995
within and between States should be consistent and standardised
to the extent necessary to ensure that retailers and eligible customers
can freely trade with generators throughout the interconnected
system, but recognising the different stages of reform which may
exist in eachjurisdiction at that time;

the main objectives of the fully competitive national market
operating from 1 July 1999 are:

(1 the ability for customers to choose which supplier, including
generators, retailers and traders, they will trade with;

(i) non-discriminatory access to the interconnected transmission
and distribution network;

(1) no discriminatory legislative or regulatory barriers to entry
for new participants in generation or retail supply; and

(iv) no discriminatory legislative or regulatory barriers to
interstate and/or intrastate trade;
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transition arrangements are to be developed on the basis of the
earliest practicable achievement of each of the objectives of the
fully competitive market;

by October 1994 the NGMC should prepare a report for early
decision by Heads of Government on the interim national market
arrangements to apply from 1 July 1995 and by November 1994, a
report on the arrangements for integrated system control to support
that market; and

the relevant jurisdictions would make decision by the end of 1994,
or as soon as practicable thereafter, on the other elements essential
to the establishment of a national market including industry
structure, legislative arrangements, Snowy reform and the
Interconnection Operating Agreement which currently governs
electricity trade between the interconnected States.

Consistent with the agreement at Council’s February 1994 meeting that
the principles relating to recovery of the fixed cost component of network
pricing would encompass common asset valuation methodologies and
rates of return as well as cost reflective and uniform pricing
methodologies, agreed:

(@)

in relation to the fixed cost component of network pricing that:

(1)  network prices should be determined according to a common
method throughout the national electricity market;

() network charges for EHV [extra high voltage] transmission
networks and lower voltage sub-transmission networks
should in principle be cost reflective ensuring that both
franchised and non-franchised customers and generators are
charged, on a consistent basis, in accord with their use of
network assets, and taking into account the impact of
network constraints;

() inview of the complexity of calculating the value of network
services used by individual small customers and householders,
distribution system pricing could be calculated using a greater
degree of averaging than that required for EHV and sub-
transmission networks;
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(b)
©

(iv)  further detailed work should be carried out by the NGMC to
determine the extent of charges that should apply to existing and
new generators;

(v)  further work should be carried out by the NGMC in conjunction
with the development of the energy market to ensure appropriate
treatment of interconnections including commercial incentives for
the development of new interconnectors;

(vi)  within distribution, the retail and network functions should be
ringfenced and separately accounted for; and

(vit) prices for high voltage and distribution networks should be
transparent and published;

[There was no sub-point 3(b) in the Communique. ]

for the purposes of developing network pricing and access charges,
the methodology for asset valuation should be consistent with the
National Performance Monitoring sub-committee report and with
Australian Accounting Standards, and:

(1)  that Deprival Value should be adopted as the preferred approach
to valuing network assets,

(i) that the approaches adopted for applying Deprival Value should
be transparent and uniform across jurisdictions to avoid distortions
to competition, and

(1) that by 31 December 1994 the NGMC establish a set of agreed
transparent and non-discriminatory methods and principles for
applying Deprival Value;

4. Agreed inrelation to customer market thresholds that:

(a)

(b)

the move to a competitive electricity market by 1 July 1999 include an
agreed timetable for the progressive reduction in the threshold level for
competitive customers,

at the commencement of the transition phase on 1 July 1995, competitive
access be allowed by each State at least for customers of 10MW, and
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(c) the NGMC report back to the Council’s February 1995 meeting on
both the timetable to reduce competitive customer thresholds over the
transition period and the arrangements that should apply from 1 July
1999:

5. Agreed that current working arrangements between the NGMC and Senior
Officials are appropriate to carry through the reform process to 1 July 1995;

6.  Requested the Senior Officials’ Working Group, working in collaboration with
the NGMC and State and Territory Treasuries, to report back to Heads of
Government by the end of 1994 on the timing and maturity profile of vesting
contracts between generators and distributors over the transition to a fully
competitive electricity market by no later than 1 July 1999 taking into account
State financial/budgetary impacts (ie., generator values, debt servicing capacity,
scope for tariff reform, etc) and the reduction in the customer market thresholds.

Leaders’ Forum Adelaide 12April 1996

Leaders discussed the creation of a national electricity market and reaffirmed their
commitment to implementing the COAG agreements.

It is expected that New South Wales, Victoria and the Australian Capital Territory
will participate in a market based on modifications to existing State market rules and
systems, with South Australia participating following implementation of the National
Electricity Code.

Leaders noted that interstate trade provided economic benefits to the interconnected
States. Queensland stated that they were committed to not only participating in the
agreement but were reviewing options for a connection to the national grid.

Prime Minister’s letter to Premiers and Chief Ministers, 10 December 1996
On 10 December 1996, the Prime Minister wrote to all Heads of Government:

(a) noting that the transfer of national market implementation functions from
the National Grid Management Council to the National Electricity Market
Management Company and the National Electricity Code Administrator
will be completed in February 1997; and
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(b)
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seeking endorsement of the phased implementation timetable for national
electricity reform. The implementation timetable, whichis now agreed
by all Heads of Government, sets out key reform dates, including:

harmonisation of the New South Wales (including theACT) and
Victorian wholesale electricity markets (NEM Phase 1) by
February 1997, involving:

- progressive introduction of interstate trade in electricity;

- system security under the control of TransGrid in NSW
(and the ACT) and VPX in Victoria,

- trading of existing Snowy entitlements through a single NSW
Victorian energy trader; and

- enhancing interstate retail competition;

authorisation of the National Electricity Code by the Australian
Competition and Consumer Commission (ACCC) for the
purposes of Part IV of the Trade Practices Act and acceptance
ofthe Code as an industry access code for the purposes of Part
IITA of the Trade Practices Act by April/May 1997,

further harmonisation of Victorian and New South Wales
market arrangements (NEM Phase 2) by July 1997 involving:

- full interstate trade in electricity (including provision of inter-
regional hedges);

- system security jointly administered by TransGrid and VPX;
and

- trading of energy from the Snowy scheme as a single
corporatised entity;

passage of legislation to give effect to the National Electricity Law
by participating jurisdictions by Autumn 1997; and

full implementation of the market arrangements specified in the
National Electricity Code by early 1998, requiring;

- NEMMCO to have successfully installed and tested for
the information technology systems, currently under
development by the TransGrid/VPX joint venture;
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promulgation of the National Electricity Law and its
application in each jurisdiction; and

NEMMCO and NECA assuming full operational
responsibilities for the national market.
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At its February 1994 meeting, COAG agreed that future arrangements for the
gas industry needed to be settled within the next two years, with the objective
of achieving free and fair trade in natural gas by 1 July 1996. A central plank
in the reform process was to implement a uniform national framework for third
party access to natural gas transmission pipelines by that date.

The April 1995 competition policy agreements linked NCP payments to, among
other conditions, the implementation of specified reforms providing for free and fair
trading in gas. The first tranche of payments, commencing in 1997-98, depended
on relevant States and Territories effectively implementing any arrangements agreed
between the parties as necessary to introduce free and fair trading in gas between
and within the States by 1 July 1996 or such other date as agreed between the
parties, in keeping with the February 1994 COAG agreement.

Payments under the second tranche to commence in 1999-2000, will depend on
relevant jurisdictions having fully implemented free and fair trading in gas between
and within the States including the phasing out of transitional arrangements in
accordance with the schedule to be agreed between the Parties.

Payments under the third tranche, to commence in 2001-02, will depend on the
States and Territories giving full effect to, and continuing to fully observe, all
COAG agreements with regard to gas.

The original reform agenda and timetable has been modified by a number of subsequent
events. COAG agreed in June 1996 to broaden the scope and extend the timeframe
for the reforms. It decided that the national access framework should apply to
distribution systems as well as transmission pipelines. It also agreed that the reforms
need not be finalised until 30 September 1996.”

7 Western Australia considers that the June 1996 Communique is inaccurate on a range of matters, including the commitment
to a uniform National Access Code. South Australia believes the June 1996 Communique is inaccurate in respect to the
decision on application of the National Access Code to distribution systems. Without conceding its views on the June
1996 Communique, 1n its response to the Prime Minister’s letter of 10 December 1996, South Australia nevertheless agreed
that the National Access Code should apply to distribution pipelines as well as transmission pipelines.
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Following the passing of this revised deadline, the Prime Minister in December 1996
proposed further amendments to the timeframe for introducing the national gas pipelines
access code. He also sought agreement on certain regulatory and implementation
issues. Alljurisdictions other than Western Australia® agreed to these proposals.

The slippages in the reform program caused the NCC to reconsider what was
necessary for jurisdictions to meet their first tranche commitments. As most
jurisdictions agreed to the Prime Minister’s revised timetable, the NCC took this
into account when assessing progress towards implementing a national access
framework. The NCC was cognisant that the slippages in the reform program did
not necessarily reflect a lack of genuine commitment to achieve reform. And the
NCC was also aware that the Gas Reform Implementation Group,’ under the auspices
of COAG, was developing a revised implementation timetable expected to be
endorsed in a new intergovernmental agreement in late 1997.

The NCC therefore decided not to recommend financial penalties in relation to the
first (1997-98) instalment of the first tranche payments, but to withhold endorsement
of the second instalment of payments until a further assessment of progress prior to
July 1998. The NCC’s view was that, by then, jurisdictions’ progress in relation to
the (modified) first tranche commitments would be clearer.

All Heads of Government signed the Natural Gas Pipelines Access Agreement on
7 November 1997. The Agreement incorporates a national access code for gas
pipeline systems, a legislative framework for implementation, and a revised
implementation date of 30 June 1998.

In summary, agreements in relation to free and fair trade in natural gas were made at
the following meetings:

. COAG Perth 7 December 1992

. COAG Melbourne 8—9 June 1993

. COAG Hobart 25 February 1994

. COAG Canberra 14 June 1996

. COAG Canberra 7 November 1997

8 Western Australia did not support the Prime Minister’s specific proposals, expressing particular concern with the
pace of deregulation and the proposed national transmission regulator.

9 Comprising all State and Territory governments, the Commonwealth, peak industry/user associations,
the NCC and ACCC
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Extracts pertaining to gas industry reform in the Communiques for each of these
meetings are reproduced below. Also provided are relevant extracts from the Prime
Minister’s 10 December 1996 letter to Heads of Government covering gas reform.

COAG Perth 7 December 1992

In recent years Heads of Governments have taken a number of steps to remove
barriers and impediments to trade within Australia. The Council noted that at
present there are barriers to trade in natural gas which could inhibit the
development of the gas industry and discourage exploration and commercial
development of gas markets and related infrastructure.

The Council has asked the Australian and New Zealand Minerals and Energy
Council (ANZMEC) to provide a report to the first Council meeting in 1993
which:

. identifies and reviews existing legislative or other government imposed
impediments and barriers to free and fair trade in natural gas, within and between
jurisdictions;

. recommends action to remove impediments and barriers to free and fair trade

in natural gas, within and between jurisdictions;

. outlines the work required to move toward a more uniform pipeline approvals
process between States and Territories for pipeline development, including
the recommended basis for third party access to gas transmission pipelines;
and

. achieves the Council’s objectives of free and fair trade in gas.

Upon receipt of ANZMEC s report, the Council at its first meeting in 1993 is to
address the timetable for implementing free and fair trade in natural gas.

COAG Melbourne 8-9 June 1993

The Council received a report from the Australian and New Zealand Minerals and
Energy Council on removal of governmental impediments to free and fair trade in
natural gas. The report noted that, while Australia has abundant reserves of natural
gas, on present indications additional interstate sales of gas will be required in the
near term. Heads of Government agreed to co-operate in the development of policies

Page 69



| Gas

and arrangements covering the gas industry which are pro-competitive, facilitate the
development of gas markets on commercial criteria and remove impediments to free
and fair trade in gas.

To this end, the Council has called for a further report from officials for its next
meeting on progress towards a pro-competitive framework for the natural gas
industry, within and between jurisdictions. In this connection, officials have
been asked specifically to review existing regulatory arrangements, within and
between jurisdictions, including those applying to third-party access to gas
pipelines.

COAG Hobart 25 February 1994

The Council received a report from the Working Group on Gas Reform on Progress
Toward A Pro-Competitive Framework for the Natural Gas Industry, within and
between Jurisdictions. The report noted that the benefits of free and fair trade in gas
would be facilitated by further developments aimed at stimulating a more competitive
framework for the gas industry.

Such an approach would allow gas consumers and producers in any State or Territory
to buy or sell in any other State or Territory on normal commercial terms. The report
concludes that the arrangements would lead to the best possible use ofAustralia’s
gas resources and the lowest possible prices for gas consumers. The report also
concludes that a consistent, national approach characterised by free trade will also
stimulate the gas industry by increasing the market area into which gas can be sold
and facilitate exploration and the development of production, transmission and
distribution facilities.

The Council noted that the main features of a national framework characterised by
free and fair trade would be:

. no legislative or regulatory barrier to both inter- and intra- jurisdictional trade
in gas;

. third-party access rights to both inter- and intra- jurisdictional supply networks;

. uniform national pipeline construction standards;

. increased commercialisation of the operations of publicly-owned gas utilities;

. no restrictions on the uses of natural gas (eg. for electricity generation); and
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. gas franchise arrangements consistent with free and fair competition in
gas markets and third party access.

It was accepted that there may be a need for some government oversight of retail gas
prices in the absence of fully competitive markets in gas. The need for transitional
arrangements in some States was also acknowledged.

The Council noted that existing contractual and regulatory regimes in the gas industry
arose from past industry, regional development and market objectives. The Council
also noted that many of these contracts will expire within the next 10 years and, given
the nature of the industry, negotiations will begin shortly for the next round of contracts.
The Council noted that contracts entered into prior to the enactment of any
complementary gas industry legislation would, for the duration of those contracts,
not be subject to that legislation. The Council considered, however, that it was
necessary to define the competitive and regulatory environment in which future
contracts would operate, so that participants in the gas industry could ensure that all
future contracts between producers and consumers for the supply of gas were
consistent with the framework agreed for free and fair trade in gas.

The Council agreed that future arrangements for the gas industry, while not necessarily
taking full effect for several years, need to be settled within the next two years. Such
atimetable is compatible with the scheduled introduction of the national competitive
electricity market from 1 July 1995.

The Council agreed on a broad set of principles to ensure third-party access to
pipelines, and asked the Working Group on Gas Reform to report, by the next
Council meeting, on the implementation of these principles in order to achieve
free and fair trade in natural gas by 1 July 1996.

The Council’s detailed decisions in relation to free and fair trade in natural gas
are [contained in the following attachment].
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Attachment

Free and fair trade in gas
In relation to free and fair trade in gas the Council:

1.  agreed to remove all remaining legislative and regulatory barriers to the free
trade of gas both within and across their boundaries by 1 July 1996 (Heads of
Government noted that Victoria’s ability to commit to this timetable is contingent
upon satisfactory and timely resolution of the PRRT [Petroleum Resource Rent
Tax] issue);

2. agreed to implement complementary legislation so that a uniform national
framework applies to third-party access to all gas transmission pipelines both
between and within jurisdictions, by 1 July 1996 (Heads of Government noted
that Victoria’s ability to commit to this timetable is contingent upon satisfactory
and timely resolution of the PRRT issue.);

3. noted that legislation to promote free and fair trade in gas, through third-party
access to pipelines, should be developed co-operatively between jurisdictions
and be based on the following principles:

. pipeline owners and/or operators should provide access to spare pipeline
capacity for all market participants on individually negotiated non-
discriminatory terms and conditions;

. information on haulage charges, and underlying terms and conditions, to
be available to all prospective market participants on demand,;

. if negotiations for pipeline access fail, provision be made for the owner/
operator to participate in compulsory arbitration with the arbitration
based upon a clear and agreed set of principles;

. pipeline owners and/or operators maintain separate accounting and
management control of transmission of gas;

. provision be made for access by a relevant authority to financial
statements and other information necessary to monitor gas haulage
charges; and

. access to pipelines would be provided either by Commonwealth or
State/Territory legislation based on these principles by 1 July 1996;
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noted that Heads of Government were addressing the question of access to
essential facilities in the context of their consideration of the Hilmer Report on
National Competition Policy and that any legislation arising from decisions in
this context would be able to cover gas pipelines;

agreed to adopt AS 2885 to achieve uniform national pipeline construction
standards by the end of 1994 or earlier;

noted that open-ended exclusive franchises are inconsistent with the principles
of open access expounded in points 1, 2 and 3 above:

. agreed not to issue any further open-ended exclusive franchises; and
. agreed to develop plans by 1 July 1996 to implement more competitive
franchise arrangements;

agreed that approaches to price control and maintenance in the gas industry
be considered in the context of agreed national competition policy;

agreed to place their gas utilities on a commercial footing, through
corporatisation, by 1 July 1996;

noted that contracts, between producers and consumers for the supply of gas,
entered into prior to the enactment of gas reform legislation would not be
overturned by that legislation;

agreed that where publicly-owned transmission and distribution activities are
at present vertically integrated, they be separated, and legislation introduced
to ‘ring fence’ transmission and distribution activities in the private sector by 1
July 1996 (Heads of Government noted that Victoria’s ability to commit to this
timetable is contingent upon satisfactory and timely resolution of the PRRT
issue.);

agreed that reforms to the gas industry to promote free and fair trade be viewed
as a package, that each government would move to implement the reforms by
1 July 1996; and

noted that Victoria has commissioned an independent study of the impact of
PRRT on the Bass Strait gas industry.

In addition, the Council asked the Working Group on Gas Reform to report, by its
meeting, on the implementation details necessary to achieve free and fair trade in
natural gas by 1 July 1996.
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COAG Canberra 14 June 1996

The Council noted a progress report on gas reform from the Chairman of the Gas
Reform Task Force. Jurisdictions and the Gas Reform Task Force have made
significant progress towards meeting the commitments for gas reform set at the
Council’s February 1994 meeting, although there are several outstanding issues. Full
legislative implementation of the framework for free and fair trade in gas is unlikely to
be completed before December 1996.

The report noted:

1. substantial progress towards agreement of a uniform national access framework.
The framework will apply Australia-wide and take the form of a Code extrinsic
to legislation. It will be supported in legislation by each jurisdiction in line with
an Inter Governmental Agreement to deal with the implementation and
maintenance of the Code;

2. agreement had been reached on some of the main access principles to underpin
the Code with further consideration being given to others such as asset valuation
and other pricing principles, “ring-fencing” requirements, information
requirements, secondary trade arrangements and the role of franchise
agreements; and

3.  theTask Force had agreed that the State regulator should be the regulatory
institution for distribution systems.

The Council agreed that the national access framework would be finalised as follows:
20 June 1996 Finalisation of the principles in the draft Access Code.

30 June 1996 Release of the draft Access Code for a two month
stakeholder consultation period.

30 September 1996  Access Code and associated draft Inter Governmental
Agreement to be finalised and submitted to Heads of
Government for endorsement.

The Council also agreed that:

(a) theAccess Code should apply to distribution systems as well as transmission
pipelines'’; and

10 South Australia and Western Australia have indicated they regard this statement as an incorrect reflection of the decision
taken at the meeting. Both jurisdictions have stated that, in their view, the application of the Access Code to distribution
systems was not agreed. Western Australia has indicated that its Premier does not endorse the communique.
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the Commonwealth Minister for Resources and Energy would convene a
meeting of State and Territory Energy Ministers to settle on a mode of
regulation that would maximise competition and facilitate investment in
the gas industry.

Prime Minister’s Letter to Premiers and Chief Ministers, 10 December 1996—

National Third Party Access Code for Natural Gas Pipelines

On 10 December 1996, the Prime Minister wrote to all Heads of Government
proposing amendments to the timeframe for the introduction of the National
Access Code (the Code) and seeking agreement to the regulatory framework
and implementation arrangements outlined. The Prime Minister proposed that,
in relation to free and fair trade in natural gas, all jurisdictions agree:

to the substance of the National Third Party Access Code for Natural Gas
Pipelines as prepared by the Gas Reform Task Force (noting that further
refinements are to be made), and to apply the final Code uniformly to
natural gas transmission and distribution systems in all jurisdictions;

that the Code would be an extrinsic document and given consistent
legislative effect by jurisdictions by 1 July 1997, in accordance with
arrangements detailed in an Inter-Governmental Agreement;

that any derogations from the Code and transitional arrangements would be
identified in the Code, and that these would be fully transparent and have firm
end dates;

that access will be provided to transmission and distribution pipelines for all
industrial and commercial users with loads greater than 100 terajoules by 1
July 1997, and to all remaining industrial and commercial users by 1 July 1999;
for residential users the phase in of access to take account of cross-subsidy
and related issues would be completed by 1 July 2001;

that the Code will be given effect through legislation and jurisdictions will work
towards common core clauses where that is necessary to provide uniform
application and effect of the Code, with other mandatory clauses individually
drafted by jurisdictions in a single part of the legislation;
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that the ACCC would be the single national regulator for transmission pipelines,
subject to the ACCC having a business plan acceptable to participating
jurisdictions to enable it effectively to carry out this work;

that the National Competition Council would assess which future pipelines
would be covered by the Code;

that the Australian Competition Tribunal would be the single national appeals
body for Determinations made under the Code by the national regulator, and
a jurisdiction-based-appeals body would be the appeals body for
Determinations made under the Code by a jurisdiction-based regulator for
distribution pipeline networks;

that gas distribution pipelines will be regulated by independent regulators;

that the Gas Reform Task Force would finalise its activities by 15 December
1996, with an implementation group to be established by participating
jurisdictions to finalise the Inter-Governmental Agreement and any outstanding
issues on the Code for signature by Heads of Government, and to develop
appropriate arrangements for administering the Code;

in-principle to an obligation on gas producers to provide unbundled gas prices
ex-plant when requested,

that jurisdictions would not seek to make windfall gains from taxes and charges
arising upon the transfer of assets by a pipeline owner or operator in complying
with ring-fencing arrangements in the Code; and

that the Commonwealth would report to the COAG meeting in 1997 on
whether the provisions for access to services in Part IIIA of the 7rade Practices
Act 1974 fully reflect the principles and intent of the national competition policy
as they affect gas processing and related facilities.

The Prime Minister’s letter also noted COAG’s agreement in February 1994 to the
sanctity of contractual rights in pre-existing contracts between the producers and
consumers for the supply of natural gas. In this respect, as provided for under Part
IITA of the Trade Practices Act 1974, contractual rights in contracts between
producers, transporters and consumers existing prior to 30 March 1995 are to be
protected and not overturned by the enactment of gas reform legislation.

It was also noted that Victoria is in the process of considering the restructuring of its
natural gas distribution and retail sector to further enhance competition in the sector.
The Prime Minister’s letter noted that Victoria had agreed to the above timelines for
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access, but that Victoria’s ability to introduce access for large industrial and commercial
users by 1 July 1997 would depend on whether it proceeds to restructure its distribution
and retail sector and on the timing of the restructuring.

COAG Canberra 7 November 1997

Heads of Government signed the Natural Gas Pipeline Access Agreement (see below)
which will deliver competition to the natural gas sector. The Council noted that the
Agreement represents a further major step in competition reform which will ensure
free and fair trade in the natural gas sector.

Heads of Government agreed that each jurisdiction will establish nationally consistent
and uniform arrangements governing third party access to natural gas pipelines, by
legislating to give effect to a national gas pipelines access law and a national third
party access Code.

The COAG Communique noted that national access arrangements will foster
competition in the delivery of gas, leading to lower prices, greater choice for
consumers and environmental benefits. Implementation of the national access
regime will provide the certainty required to encourage additional investment
in resource exploration and development and in pipeline infrastructure leading
to an integrated gas pipeline network. Lower prices through competition reform
will also increase the competitiveness of our gas-consuming industries, thereby
stimulating investment and generating jobs. To the extent that competition in
gas stimulates energy substitution, increased gas usage could also contribute to
the reduction in Australia’s CO, emissions.

Under the new arrangements, any supplier, retailer or gas consumer will be
able to contract with pipeline owners on “fair and reasonable terms” to transport
gas across a pipeline, such as the Moomba-Sydney pipeline. It will also facilitate
the development of new pipelines, such as the Wagga-Wodonga Interconnect
or the Eastern Gas Pipeline, which would connect the Victorian and New South
Wales markets, promoting competition between the Cooper Basin and Bass Strait in
the eastern Australian gas market.

South Australia will introduce lead legislation establishing the third party access regime
for gas pipelines with a view to its enactment by 31 December 1997. Other States
and Territories, with the exception of Tasmania, will introduce legislation establishing
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similar arrangements in their own jurisdictions as soon as possible, but no later than
six months, after the enactment of the SouthAustralian legislation. Tasmania, which
currently does not have a natural gas industry, is committed to intorducing legislation
whcih will establish a similar arrangement prior to approval being given for the first
natural gas pipeline in the State or before any competitive tendering process for a
new natural gas pipeline in the State is commenced. The Commonwealth will also
submit to its Parliament in the current sittings, application legislation to facilitate the
establishment of the new national access regime for gas pipelines.
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NATURAL GAS PIPELINES ACCESS
AGREEMENT

7 November 1997

THE COMMONWEALTH OF AUSTRALIA

THE STATE OF NEW SOUTHWALES

THE STATE OF VICTORIA

THE STATE OF QUEENSLAND

THE STATE OF SOUTHAUSTRALIA

THE STATE OFWESTERNAUSTRALIA

THE STATE OF TASMANIA

THEAUSTRALIAN CAPITAL TERRITORY, AND

THE NORTHERN TERRITORY OF AUSTRALIA

Recitals:

A

The Council of Australian Governments at its meeting in Hobart on 25 February
1994 agreed to implement complementary legislation so that a uniform national
framework applies to access to natural gas transmission pipelines both between
and within jurisdictions.

The Parties, after consultation with industry and gas users, have agreed that
certain principles are to apply to access negotiations and that there will be a
National Third Party Access Code for Natural Gas Pipeline Systems. This
Access Code is intended to comply with the requirements of the Competition
Principles Agreement.

The Parties have agreed that the National Third Party Access Code for
Natural Gas Pipeline Systems should be given legal effect by a uniform
Gas Pipelines Access Law. The Gas Pipelines Access Law and the Code
should be set out in schedules to legislation of the State of SouthAustralia
and be applied by each other Party by means of application legislation
(except in the case of Western Australia which will enact the Gas Pipelines
Access Law as a law of Western Australia).
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D. The Parties have agreed that the Code and this agreement will apply to
natural gas transmission and distribution pipelines.

Operative provisions:
1.  Preliminary

1.1 This agreement may be referred to as the Natural Gas Pipelines Access
Agreement.

1.2 Inthis agreement, unless the contrary intention appears:

“Access Legislation” means the legislation enacted by a Party pursuant to
clause 5 of'this agreement and, if applicable, the Gas Pipelines Access Law as
applied by that legislation, as amended from time to time (or in the case of
WesternAustralia means the legislation as enacted inWestern Australia pursuant
to clause 5 of this agreement, as amended from time to time);

“Appeals Body” means a person or entity which will determine appeals brought
under the Gas Pipelines Access Law as that Law is applied or enacted in a
jurisdiction;

“Code” or “Access Code” means the National Third Party Access Code for

Natural Gas Pipeline Systems, which will initially be in the form of Annex D, as
that Code is amended from time to time;

“Gas Pipelines Access Law” means the Gas Pipelines Access Law giving legal
effect to the Code enacted as a schedule to an Act of the Parliament of South
Australia in accordance with this agreement, and the Code, each as amended
from time to time in accordance with this agreement (or in the case of Western
Australia means the Gas Pipelines Access Law enacted by Western Australia
in accordance with this agreement, and the Code, each as amended from time
to time in accordance with this agreement);

“Jurisdiction” means the Commonwealth, a State, the Australian Capital
Territory and the Northern Territory of Australia;

“legislation” includes subordinate legislation;
“Ministers” means the Ministers nominated by each Party under clause 3;

“Parliament” includes the Legislative Assembly of a Territory; and
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“Relevant Regulator” means an independent person or entity which will
act as the regulator under the Access Legislation (including the Access
Code) with respect to a particular natural gas pipeline.

Access objectives

The objective of this agreement is to establish a uniform national framework
for third Party access to natural gas pipelines that:

(a) facilitates the development and operation of a national market for natural
gas;

(b) prevents abuse of monopoly power;

(c) promotes a competitive market for natural gas in which customers may
choose suppliers, including producers, retailers and traders;

(d) provides rights of access to natural gas pipelines on conditions that are
fair and reasonable for both Service Providers and Users; and

(e) provides for resolution of disputes.

Ministers

Each Party will keep each other Party informed, by written notice, of the
Minister responsible for implementing that Party’s obligations under this
agreement and who will perform the functions conferred on him or her under
the Gas Pipelines Access Law (including the Code).

Operation of agreement
This agreement is effective when executed by all Parties.
This agreement may be amended by agreement executed by all Parties.

In relation to the State of Tasmania, the Parties acknowledge the State of
Tasmania’s commitment to participate as a Party to this agreement and comply
with all obligations under this agreement from a time sufficiently before the first
natural gas pipeline in that State is approved or any competitive tendering
process for a new natural gas pipeline in that State is commenced.
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5.  Enactment of legislation

5.1 The State of SouthAustralia will submit to its Parliament, in that Parliament’s

' 1997 Spring sitting, legislation in the form set out in Annex A (with the Gas
Pipelines Access Law in the form set out in Annex B as Schedule 1 and the
Code in the form set out inAnnex D as Schedule 2), subject in each case to
possible minor drafting amendments, and will take all reasonable measures to
ensure that legislation is enacted in the form submitted and is enacted and
assented to by 31 December 1997 (provided the Commonwealth legislation
referred to in clause 5.2 has commenced to the extent necessary to enable the
SouthAustralian legislation to have legal effect).

5.2 The Commonwealth of Australia will submit to its Parliament, in that Parliament’s
1997 Spring sitting, legislation in the form set out inAnnex C, subject to possible
minor drafting amendments, and will take all reasonable measures to ensure its
legislation is enacted and proclaimed expeditiously and in the form submitted.

5.3  Subject to clause 5.4, each other Party (except Western Australia) will submit
to its Parliament as soon as practicable (but in any event no later than six
months) after the enactment of the South Australian legislation, application
legislation applying the Gas Pipelines Access Law, as that Law is enacted as
schedules to the South Australian Act and as amended from time to time, as a
law of the Party (including in State or Territory offshore waters). Subject to
clause 5.4, Western Australia will submit to its Parliament as soon as practicable
(but in any event no later than six months) after the enactment of the South
Australian legislation, legislation having an essentially identical effect to the
Gas Pipelines Access Law as enacted as schedules to the South Australian
Act, except as permitted by this agreement or as otherwise agreed between
the Parties. The legislation of each such Party shall:

(a)  be consistent with this agreement; and

(b) havebeen agreed in writing by all the Ministers prior to submission to its
Parliament.

Each such Party will take all reasonable measures to ensure its legislation is
enacted in the form submitted and is proclaimed and commenced by 30 June
1998.

5.4 EachParty’s obligations under clause 5.3 are subject to:

(a) the South Australian Parliament enacting legislation as required by
clause 5.1;
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(b) the Commonwealth of Australia Parliament enacting legislation as
required by clause 5.2; and

(c) inthe case of Tasmania, clause 4.3.

South Australia will as soon as practicable after the passage of the legislation
referred to in clause 5.1 take all reasonable measures to make any regulations
under that legislation which have been approved in writing by all the Ministers.
After WesternAustralia has enacted the legislation referred to in clause 5.3 it
will take all reasonable measures to make any regulations under that legislation
which have been approved in writing by all the Ministers. WesternAustralia
will take all reasonable measures to ensure that at all times regulations made
under the WesternAustralian legislation have an essentially identical effect to
those made under the South Australian legislation.

Amending legislation

A Party must not amend its Access Legislation (either directly or by making
other legislation that would alter its effect, scope or operation) unless the
amendment has been approved in writing by all the Ministers.

South Australia will submit to its Parliament a bill amending the Gas Pipelines
Access Law that is enacted as Schedule 1 to an Act of the Parliament of
South Australia if that bill has been approved in writing by all the Ministers and
will take all appropriate steps to secure the passage of that bill and bring it into
force in accordance with a timetable agreed by all Ministers.

Western Australia will submit to its Parliament a bill amending the Gas Pipelines
Access Law as enacted in Western Australia if that bill has been approved in
writing by all the Ministers and will take all appropriate steps to secure the
passage of that bill and bring it into force in accordance with a timetable agreed
by all Ministers. Western Australia will take all reasonable measures to ensure
that at all times the Gas Pipelines Access Law as enacted in Western Australia
has (except to the extent permitted by this agreement) essentially identical
effect to the Gas Pipelines Access Law as enacted as a schedule to anAct of
the South Australian Parliament.

Conflicting legislation

Each Party will, no later than the time its Access Legislation commences, take
all reasonable measures to repeal, amend or modify any other legislation which
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7.2

7.3

8.1

8.2

9.2

is inconsistent with, or would alter the effect, scope or operation of, the Access
Legislation (including the Access Code) or this agreement (other than legislation
in relation to transitional arrangements and derogations permitted under
clause 12 or franchising and licensing arrangements permitted under clauses 13
and 14).

Except as agreed in writing by all the Ministers, a Party will not submit a bill to
its Parliament or take other action to bring into force any legislation (by way of
amendment of existing legislation or otherwise) which would be inconsistent
with, or alter the effect, scope or operation of, the Access Legislation (including
the Access Code) or this agreement (other than a bill or legislation in relation
to franchising and licensing arrangements permitted under clauses 13 and 14).

For the purposes of this agreement, legislation regulating retail gas prices shall
not of'itself be prohibited under clause 7.1 or 7.2.

Access code

The Parties agree that the initial Access Code will be a schedule to the South
Australian legislation referred to in clause 5.1 and will be in the form set out in
Annex D to this agreement.

The Parties agree that the Access Code will be capable of amendment by
agreement between the Ministers in accordance with the procedures set out in
the Gas Pipelines Access Law (including the Access Code).

Administration of the code

Administration of the Code will be the responsibility of a National Gas Pipelines
Advisory Committee (NGPAC), to be established by the Parties under this
agreement.

The NGPAC will be composed as follows:

(a) anindependent Chair to be appointed collectively by the Parties;
(b) the Code Registrar;
(c) oneperson nominated by each Party;
(d) one person nominated by each of the following industry groups:
- Australian GasAssociation (AGA),

- Australian Petroleum Production and ExplorationAssociation
(APPEA),
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- Australian Pipeline Industry Association (APIA), and
- Business Council of Australia Energy Working Group (BCA);

(e) tworepresentatives of State and Territory Relevant Regulators appointed
by the Parties on a rotation basis, with Victoria and New SouthWales
to provide the first two such representatives; and

(f)  one representative nominated by the Australian Competition and
Consumer Commission.

The National Competition Council will be invited to participate as an observer
and adviser.

Only persons nominated by a Party under clause 9.2(c) will be entitled to vote
at NGPAC meetings.

The functions of the NGPAC will be to:

(a) monitor, review and report on the operation of the Gas Pipelines Access
Law (including the Code);

(b) provide advice to the Ministers on interpretation and administration the
Gas Pipelines Access Law (including the Code);

(c) prepare information on the Gas Pipelines Access Law (including the
Code) for general publication; and

(d) make recommendations on amendments to the Gas Pipelines Access
Law (including the Code) to Ministers.

The Parties may agree to give the NGPAC other functions. NGPAC may
determine its own procedures subject to the requirements as set out in the
Gas Pipelines Access Law (including the Code).

The Commonwealth will pay one third of the costs of funding the NGPAC
(including its Chair) and the Code Registrar (including any damages or legal
costs arising out of the Code Registrar performing its functions under the Code).
The balance of those costs will be shared by the Parties (other than the
Commonwealth) on the basis of population.

The Parties may from time to time unanimously agree on other appropriate
mechanisms for administration of the Code.
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10. Effective access regime

10.1 Each State and Territory Party other than Tasmania agrees to submit the access
regime embodied in its Access Legislation (including the Code) to the National
Competition Council for certification as an effective access regime under Part
IITA of the Trade Practices Act not later than thirty (30) days after enactment
of its Access Legislation. Tasmania agrees to submit the access regime
embodied in its Access Legislation (including the Code) to the National
Competition Council for certification as an effective access regime under
Part IIIA of the Trade Practices Act as soon after enactment of its Access
Legislation as is possible.

10.2 Ifthe access regime embodied in a Party’s Access Legislation (including the
Code) has been certified as an effective access regime under Part IIIA of the
Trade PracticesAct, each Party will take all such actions as may be necessary
to ensure that that access regime remains an effective access regime.

10.3 The Parties will as far as possible co-ordinate referrals and submissions to the
National Competition Council and do so collectively or concurrently where
possible.

11.  Jurisdiction of relevant regulator and other code bodies

11.1 The Parties agree that in relation to those pipelines classified or determined to
be transmission pipelines pursuant to the Gas Pipelines Access Law the
Relevant Regulator shall be the Australian Competition and Consumer
Commission (except that the Relevant Regulator for all transmission pipelines
that are located wholly in Western Australia will be a State-based independent
Relevant Regulator, subject to independent review of this position in the event
that a significant inter-state pipeline is to be constructed to or from another
jurisdiction to the east of Western Australia or five years from the date Western
Australia signs this agreement, whichever is the earlier).

11.2 The Parties agree that in relation to those pipelines classified or determined to
be distribution pipelines pursuant to the Gas Pipelines Access Law:

(a) that arelocated wholly in a particular State or Territory, the Relevant
Regulator shall be the body specified inAnnex G in relation to that State
or Territory (or such other body as the Parties may agree); and

(b) that are located in more than one State or Territory, the Relevant
Regulator shall be the body specified in Annex G in relation to the State
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or Territory with which the Pipeline concerned is most closely connected as
determined pursuant to the Gas Pipelines Access Law (or such other body as
the Parties may agree).

Any such Relevant Regulator must at all times be an independent authority
established by statute and recognised by the National Competition Council as
independent.

Each Party which has established a body which will act as a Relevant Regulator
under the Code agrees to take such actions as are available to it to ensure that
the body concerned develops guidelines for the conduct of arbitrations under
the Code in relation to pipelines for which it will be the Relevant Regulator,
which (amongst other things) contain practices and procedures to establish
sufficient independence between arbitration decision making and regulatory
decision making under the Code. Such practices and procedures should
include provisions to the effect that, if a party to a dispute so requires, the
Relevant Regulator will appoint as an arbitrator a person (who may be a
Commissioner, member or other officer of the Relevant Regulator) who has
not been substantially involved in regulatory decision making in relation to the
pipeline to which the arbitration relates.

The Parties agree that the Appeals Body:

(a) 1n relation to decisions made by the Australian Competition and
Consumer Commission or the Commonwealth Minister for which
administrative appeals are provided in the Gas Pipelines Access Law
shall be the Australian Competition Tribunal;

(b) inrelation to decisions made by jurisdictional Relevant Regulators or
State or Territory Ministers for which administrative appeals are provided
in the Gas Pipelines Access Law shall be the body specified inAnnex G
in relation to the State or Territory under whose Access Legislation the
Relevant Regulator or Minister concerned was acting (or such other
bodies as the Parties may agree).

The Parties agree that for the purposes of the sections of the Access Code
dealing with Coverage:

(a) the National Competition Council shall have the functions conferred on
it under the Access Code; and

(b) inthe case of pipelines listed in the Code as transmission pipelines,
or classified or determined to be transmission pipelines pursuant
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to the Gas PipelinesAccess Law, the Relevant Minister for the purposes
of the Gas PipelinesAccess Law (including the Access Code) shall be
the Commonwealth Minister or, if a Minister other than the
Commonwealth Minister is specified inAnnex G, that Minister (or such
other Minister as the Parties may agree);

(c) inthe case of pipelines listed in the Code as distribution pipelines or
classified or determined to be distribution pipelines pursuant to the Gas
PipelinesAccess Law:

(1)  ifthe Pipeline is located wholly in a particular State or Territory,
the Relevant Minister for the purposes of the Gas PipelinesAccess
Law (including the Access Code) shall be the Minister of that
State or Territory (or, if that State or Territory so elects, the
Commonwealth Minister); and

(i)  ifthe Pipeline is located in more than one State or Territory, the
Relevant Minister for the purposes of the Gas Pipelines Access
Law (including the Access Code) shall be the Minister of the
State or Territory with which the Pipeline concerned has the closest
connection as determined pursuant to the Gas Pipelines Access
Law (or, if that State or Territory so elects, the Commonwealth
Minister).

11.6 The Commonwealth and each other Party agree for the purpose of
section 44ZZM of'the Trade Practices Act that each Party may confer on the
Australian Competition and Consumer Commission the functions and powers
contemplated by this agreement and the proposed Access Legislation of that
Party (including the Code) and that these functions and powers shall be
performed or exercised in accordance with the proposed Access Legislation
of that Party (including the Code).

11.7 The Parties agree for the purposes of clause 10 of the Competition Principles
Agreement that the functions of the National Competition Council contemplated
by this agreement (including consideration of any proposed amendments to
the access regime embodied in the Access Legislation (including the Code))
form part of the work program of the National Competition Council.

11.8 The Commonwealth and each other Party agree for the purposes of proposed
section 44ZZ0A of the Trade PracticesAct (to be introduced by the legislation
to be enacted by the Commonwealth pursuant to clause 5.5) that each Party
may confer on the Australian Competition Tribunal the functions and powers
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contemplated by this agreement and the proposed Access Legislation of the
Party concerned and that these functions and powers shall be performed or
exercised in accordance with the proposed Access Legislation of that Party
(including the Code). TheCommonwealth agrees to ensure that the Australian
Competition Tribunal is sufficiently resourced to perform functions conferred
on it by the Gas Pipelines Access Law.

Proposed transitional arrangements and derogations

The Parties agree that transitional arrangements and derogations from the Gas
Pipelines Access Law (including the Access Code) will be allowed only if
they:

(a) havebeen approved by all the Ministers; and

(b) are specifically identified in their respective Access Legislation or other
legislation that is appropriate.

Each Party’s timetable for the phase in of access which is intended to be
applied as at the date of this agreement is set out in Annex H. The other
transitional arrangements and derogations intended to be applied by each Party
as at the date of this agreement are set out in Annex I.

The Parties note that the specification of transitional arrangements and
derogations in Annex H, Annex I and the Access Legislation of a particular
jurisdiction, or the decision of Ministers under clauses 5.3 or 12.1, does not
limit the discretion of the Commonwealth Minister to certify or not certify the
access regime embodied in a jurisdiction’s Access Legislation (including the
Code) as an effective access regime under section 44N of the Trade
Practices Act or the National Competition Council’s discretion under
section 44M of the Trade PracticesAct.

Each Party will ensure that any transitional arrangements or derogations will:

(a) be limited, in duration and extent, to transitional arrangements
or derogations essential to the orderly introduction of the competitive
arrangements contemplated by the Gas Pipelines Access Law (including
the Code); and

(b) except where otherwise noted in Annex H or Annex I or approved by
all the Ministers under clause 12.1(a), be phased out, repealed or
terminated no later than 1 September 2001, so that a competitive natural
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gas market characterised by access to all gas consumers and all
producers in all States and Territories exists after this date.

12.3 Ttisthe intention of the Parties that the implementation of the Access Code will
not result in additional transitional expenditures for Pipeline owners such as
additional taxes. In particular each Party will exempt from stamp duty and
other taxes the transfer of assets by a Service Provider (as defined in the
Access Code) made to comply with the ring fencing obligations in the Access
Code.

13. Franchising principles

13.1 Each Party agrees to conform to the Franchising Principles contained inAnnex E
and put in place arrangements at the time its Access Legislation is enacted to
remove, phase out or reform existing exclusive franchise arrangements by
1 September 2001 (except in the case of Kalgoorlie-Boulder in Western
Australia in relation to which a ten year non-renewable franchise for the
distribution system and a ten year non-renewable franchise for the trading of
gas on the system, have been awarded under a competitive tender process
and which need not be removed, phased out or reformed until the end of the
ten year term).

14. Licensing principles

14.1 Each Party agrees to conform to the Licensing Principles contained inAnnex F
and put in place arrangements at the time its Access Legislation is enacted to
remove, phase out or reform existing licensing arrangements incompatible with
the Licensing Principles or the Gas Pipelines Access Law (including the Access
Code) by 1 September 2001 (or 1 July 2002 in the case of Western Australia).

15. Withdrawal of parties
15.1 The Parties agree that if:

(a) aParty fails to comply with any of'its obligations under this agreement;
or

(b)  Access Legislation has not been enacted and become effective in a
Party’s jurisdiction on or before the date applicable to that Party under
clause 5, it may be required to withdraw from this agreement if all of the
other Parties give written notice requiring it to withdraw.
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15.2 A Party may withdraw from this agreement by giving notice in writing to the

15.3

other Parties of its intention to do so, and all Parties shall then negotiate in
good faith in relation to the terms of withdrawal of the Party which has given
notice, including the date upon which the Party will cease to be a Party and
any changes to legislation and other arrangements with respect to the Gas
Pipelines Access Law (including the Access Code) that may be necessary as
a consequence of the withdrawal.

Ifa Party withdraws, this agreement will nevertheless continue as an agreement
between all other Parties.

Annexes

AnnexA - SouthAustralianApplication Legislation

Annex B - Gas Pipelines Access Law

Annex C - Commonwealth Applications Legislation
Annex D - National Third PartyAccess Code for Natural Gas

Pipeline systems

Annex E -Franchising Principles

Annex F - Licensing Principles

Annex G - National Access Code Bodies and Appeals Bodies -

Distribution Pipelines

Annex H - Transitional Arrangements - Timing of Phase-in of

Customer Classes

Annex I -Transitional Arrangements and Derogations

Annexes A, B, C, D, H and I are not provided here for reasons of space but are
available on the Internet at: http://gasreform.dpie.gov.au

Annex E - Franchising Principles

The following are the Franchising Principles:

l.

By-pass to, and interconnection in order to supply gas to, contestable customers
should be allowed if the operator has the necessary operating licences and can
meet the requirements of the relevant network operating procedures
(contestable customers being customers who are able to choose their supplier
of gas from any appropriately licensed retailer or other supplier in accordance
with the phase in timetable as contained in Annex H).
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2. Nonew exclusive franchises should be granted for the sale of gas in a geographic
area or through a specific facility except for a prospective natural gas pipeline
service which meets all of the following criteria:

(a) afranchise for the sale of gas must be limited to significant “greenfields”
projects (infill and extensions to existing networks would be excluded)
where there is evidence that investment in pipelines would not otherwise
occur, or the services provided to some customer classes would be
severely limited, and the franchise has been justified on the balance of
public interest;

(b) any retail franchise applies to specific small use customer classes and is
limited in duration and non-renewable:

. limited to customer classes that normally fall into a consumption
range of no more than 1 terajoule per year;

. limited to a period from the grant of the franchise of normally no
more than 5 years, consistent with the maximum period for grant
of a franchise for provision of Gas Pipeline services (but in any
event no more than 10 years),

(c) the pipeline service operator is selected through a competitive tender
process, Prospective Users are consulted, where possible, in determining
the conditions of the franchise, and any other conditions that are
considered necessary to protect the public interest are met;

(d) consideration is given to the longer term benefits and feasibility of
encouraging market structures which enhance competition by splitting
the franchise into smaller or multiple franchise areas to be allocated to
competing bidders; and

(e) thereis prices oversight, by an independent body, for franchise customers
over the duration of any proposed franchise.

3. No new exclusive franchises should be granted for provision of natural gas
pipeline services in a geographic area or through a specific facility except for a
prospective natural gas pipeline service which meets all of the following criteria:

(a) the pipeline service will be provided through an integrated pipeline
network which will require systematic development over a significant
period in order to achieve the lowest expected long term cost;

Page 92



Agreements On Related Reforms |

(b) thereis a strong likelihood that in the absence of an exclusive franchise
the pipeline network will not be developed in line with the lowest
expected long term cost;

(c) the pipeline service operator is selected through a competitive public
tender process, prospective users are consulted in determining the
conditions of the franchise, and any other conditions that are considered
necessary to protect the public interest are met; and

(d) theexclusive franchise is limited to a period of not more than 5 years,
and is non-renewable.

Annex F - Licensing Principles

The licensing requirements and conditions will be consistent with the requirements of
COAG agreements in relation to free and fair trade in gas (for example, the
agreement to remove legislative or regulatory barriers to both inter- and
intra-jurisdictional trade in gas).

Specifically, the Parties agree to the following Licensing Principles:

I.

Licences to operate natural gas pipelines to be unbundled from any other type
of licence and open to all appropriately qualified pipeline service operators;

Licensing will not be used to restrict the construction or operation of pipelines
that could deliver gas to the same market as a licensed pipeline;

A licence will not limit the services an operator may provide;

By-pass to, and inter-connection in order to supply gas to, contestable
customers should be allowed if the operator has the necessary operating licences
and can meet the requirements of the relevant network operating procedures
(contestable customers being customers who are able to choose their supplier
of gas from any appropriately licensed retailer or other supplier in accordance
with the phase in timetable as contained in Annex H);

Licence conditions may include an obligation to connect customers onto the
natural gas pipeline network. This may include an obligation to undertake
minor or infill extensions to the geographic range of the network;

There will be full transparency in decision-making on licensing through public
notification and accountability for decisions.
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Annex G

National Access Code Bodies and Appeals Bodies -Distribution Pipelines

Jurisdiction | Function | Code Body Appeal
NSW CAB NCC
CDM NSW/Commonwedth | Judicia review - Federal Court Admin
Mini ster Apped - [Australian Competition Tribunal]
Regulator | IPART/ACCC* Judicial review - Federal Court Admin
Apped - [Australian Competition Tribunal]
Arbitrator | IPART/ACCC! Judicial Review - Federal Court
VIC CAB NCC
CDM VIC Miniger Judicia review - Federal Court Admin
Apped - [Australian Competition Tribunal]
Regulator | ORG Judicial review - Federal Court Admin
Appeal - ORG Apped Panel
Arbitrator | ORG Judicia review - Federd Court
QLD CAB NCC
CDM QLD Miniger Judicial Review - Supreme Court (QLD JR
Lawv) Admin appeal - QLD Gas Appeds
Tribunal
Regulator | QLD Competition Judicial Review - Supreme Court (QLD JR
Authority (QCA) Lawv) Admin appeal - QLD Gas Appeds
Tribunal
Arbitrator | QCA Judicial Review - Supreme Court (QLD JR
Law)
SA CAB NCC
CDM SA Miniger Judicial Review - Federal Court Admin
Apped - SA Gas Review Board
Regulator | SA Independent Judicial Review - Federal Court Admin
Pricdng & Access Apped - SA Gas Review Board
Regulator
Arbitrator | SA Independent Judicial Review - Federal Court
Pridng & Access
Regulator
1 Queanbeyan and Yarrowlumla will be regulated as for the Canberra distribution system. Access regulation of NSW

distribution to be transferred to the Commonwealth at a future date
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Jurisdiction | Function | Code Body Appeal
WA CAB NCC
CDM WA Miniger Judicial Review-Supreme Court Admin
apped - A WA agppeals body
Regulator | A WA independent | Judicial Review-Supreme Court Admin
apped - A WA appeals body
Arbitrator [ A WA independent | Judicid Review-Supreme Court
regul ator
TAS CAB To be determined
CDM To be determined To be determined
Regulator | To be determined To be determined
Arbitrator | To be determined To be determined
ACT CAB NCC
CDM ACT/Cwedth Judicid Apped - Federd Court. Admin
Mini gter? appeal - [Augralian Competition Tribunal]
Regulator | 1P&RC/ACCC? Judicid Apped - Federd Court. Admin
gopeal - [Audralian Competition Tribunal]
Arbitrator | IP& RC/ACCC? Judidal Apped - Federal Court.
NT CAB NCC
CDM NT Minisger Judicid Apped - Federd Court. Admin
gopeal - [Audralian Competition Tribunal]
Regulator | ACCC Judicid Appea - Federd Court. Admin
gopeal - [Audralian Competition Tribunal]
Arbitrator | ACCC Judidal Apped - Federal Court.
2 ACT& NSW agree to a single regulator (either IPRC or IPART) for the Canberra/Queanbeyan/Yarrowlumla

distribution system. Access regulation of ACT/NSW cross border distribution pipelines to be transferred to the
Commonwealth at a future date.

CAB = Coverage Advisory Body
ACCC = Australian Competition and
Consumer Commission

CDM = Coverage Decision Maker
ORG = Office of the Regulator General

IPART = Independent Pricing and Regulatory ~ IP&RC = Independent Prcing and
Tribunal NSW)

Regulatory Commission (ACT)
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National Access Code Bodies and Appeals Bodies - Transmission Pipelines

Jurisdiction | Function | Code Body Appeal
NSW CAB NCC
CDM Commonwed th Judicial review - Federal Court Admin
Mini gter Apped - [Australian Competition Tribunal]

Regulator | ACCC

Judicial review - Federal Court Admin
Apped - [Australian Competition Tribunal]

Arbitrator | ACCC

Judicial Review - Federal Court

VIC CAB NCC
CDM Commonwedth Judicial review - Federal Court Admin
Mini ster Apped - [Australian Competition Tribunal]

Regulator | ACCC

Judicial review - Federal Court Admin
Apped - [Australian Competition Tribunal]

Arbitrator | ACCC

Judicial review - Federd Court

QLD CAB NCC
CDM Commonwed th Judicia Review - Federal Court
Miniser Admin apped - [Australian Competition

Tribunal]

Regulator | ACCC

Judicial Review - Federal Court Admin
apped - [Australian Competition Tribunal]

Arbitrator | ACCC

Judicial Review - Federal Court

SA CAB NCC

CDM SA Miniger

Judicial Review - Federal Court Admin
Apped - SA Gas Review Board

Regulator | ACCC

Judicial Review - Federal Court Admin
Apped - [Australian Competition Tribunal]

Arbitrator | ACCC

Judicial Review - Federal Court

CAB = Coverage Advisory Body
ACCC = Australian Competition and

Consumer Commission

IPART = Independent Pricing and Regulatory

Tribunal (NSW)

Page 96

CDM = Coverage Decision Maker
ORG = Office of the Regulator General

[P&RC = Independent Pricing and
Regulatory Commission (ACT)




Agreements On Related Reforms

Jurisdiction | Function | Code Body Appeal

WA CAB NCC

Judidd Review-Supreme Court

CDM WA Miniger Admin appesl - A WA gppeals body

A WA independent | Judicdd Review-Supreme Court?

Regul .
egulator regul ator Admin appeal - A WA gppeals body*
Arbitrator A WA independent Judicid Review-Supreme Court*
regul ator
TAS CAB To be determined
CDM To be determined To be determined
Judidal review - Federal Court
Regulator | ACCC Admin appeal - [Augrdia Competition
Tribunal]
Judidal review - Federal Court
Arbitrator | ACCC Admin appeal - [Audrdia Competition
Tribunal]
ACT CAB NCC
CDM Commonweal th Judicid review - Federd Court. Admin
Minister gopeal - [Audralian Competition Tribunal]

Judicid review - Federd Court. Admin

Regulator | ACCC gopeal - [Audralian Competition Tribunal]

Arbitrator | ACCC Judidal review - Federal Court.

NT CAB NCC

Judicid review - Federd Court. Admin

CcDM NT Minister gopeal - [Audralian Competition Tribunal]

Judicid review - Federd Court. Admin

Regulator | ACCC gopeal - [Audralian Competition Tribunal]

Arbitrator | ACCC Judidal review - Federa Court.

Applies only to transmission pipelines solely intra-state. The position for intra-state transmission pipelines will be reviewed
if there 1s a significant pipeline from the east or in 5 years, whichever is the earlier.
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In February 1994, COAG adopted a strategic framework for the reform of the
Australian water industry. The framework covers natural resource management,
pricing (including the treatment of cross-subsidies), more rigorous approaches to
future investment, trading in water entitlements, institutional reform and improved
public consultation. The timetable for implementation requires jurisdictions to adopt
charges based on the principles of consumption-based pricing and full cost recovery
by 1999, with full cost recovery in respect of rural water supply achieved by 2001.

There are two caveats to the strategic framework. First, while Queensland, South
Australia and Tasmania agreed to the broad principles of the framework, they had
concerns on the detail of the recommendations. Second, COAG recognised that the
speed and extent of water industry reform and adjustment will be dependent on the
availability of financial resources to facilitate structural adjustment and asset
refurbishment.

The April 1995 agreements link NCP payments to, among other conditions, the
mmplementation of water mdustry reforms. There were no obligations for water reform
attached to the first tranche of payments.

Payments under the second tranche to commence in 1999-2000, will depend on
States and Ternitones effectively implementing the strategic framework for the efficient
and sustainable reform of the Australian water industry and future processes as
endorsed at the February 1994 COAG meeting and embodied in the Report of the
Expert Group onAsset Valuation Methods and Cost-Recovery Definitions (February
1995).

Payments under the third tranche, to commence in 2001-02, will depend on States
and Territories giving full effect to, and continuing to fully observe, all COAG
agreements on water.



| Water

Agreements in relation to water resource policy were made at the following meetings:

COAG Perth 7 December 1992
COAG Melbourne 8-9 June 1993
COAG Hobart 25 February 1994
COAG Canberra 11 April 1995
ARMCANZ Hobart 27 February 1998

Extracts pertaining to water industry reform from the Communiques for each of these
meetings are reproduced below. Also provided is the relevant extract from the
attachment to the Prime Minister’s letter to Heads of Government of 10 February
1997 covering water reform.

The 27 February 1998 ARMCANZ meeting endorsed guidelines for the application
ofthe sections of the 1994 Strategic Framework dealing with assets, the return on
assets and asset renewals in the context of cost recovery and subsequent price
determination. ARMCANZ has recommended that the guidelines to be considered
by COAG as the basisfor the NCC’s assessment of jurisdictions’ obligations on full
costrecovery.

COAG Perth 7December 1992

The Council noted that the issue of appropriate pricing and distribution of water as a
resource has been given substantial attention in recent resource policy development
at both Commonwealth and State/Territory level. This reflects the intrinsic economic
and environmental importance of the issues, and their national nature, which impact
on and are of concern to, all levels of government. The Industry Commuission and the
Ecologically Sustainable Development process have also focussed on water reform
1ssues and proposed that issues such as water pricing and transferability of water
entitlements between users need to be further progressed.

The Council agreed to the preparation of a report for their next meeting on the
current state of play in both urban and rural water use, as a basis for considering the
need for greater impetus to be given to reform in key areas.

COAG Melbourne 8-9 June 1993

Asrequested at its December 1992 meeting, the Council received a report from
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officials on the current state of play in both urban and rural water use. The report
noted that, while progress has been made in reforming pricing, allocation and other
aspects of the industry, there are still significant economic and environmental benefits
to be derived from adoption of a range of measures to overcome impediments to
reform.

The Council has therefore asked a working group of officials with an independent
chair, to develop and report on a strategic framework for efficient and sustainable
reform of the water industry, which, at the same time, takes account of the technical
and policy diversity that exists across the States and Termitories. The report is also to
address the future roles of the Council of Australian Governments and Ministerial
Councils in the reform process, other mechanisms and a proposed timetable for
mplementation. The report is to be completed in time for consideration by Heads of
Government at the next meeting of the Council.

COAG Hobart 25 February 1994

The Council considered a report from the Working Group on Water Resource Policy
outhning a strategic framework for the efficient and sustamable reform of theAustralian
water industry. The report had been commissioned by the Council at its June 1993

meeting,

The report noted that, while progress is being made on a number of fronts to reform
the water industry and to mimimise unsustamnable natural resource use, there currently
exists within the water industry:

. approaches to charging that often result in commercial and industrial users of
water services, in particular, paying more than the costs of service provision;

. major asset refurbishment needs in rural areas for which, in general, adequate
financial provision has not been made;

. mpediments to irrigation water being transferred from low value broad-acre
agriculture to higher value uses m horticulture, crop production and dairying;

. service delivery mefficiencies; and

. a lack of clear definition concerning the role and responsibilities of a
number of mstitutions involved in the industry.
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The report also noted that there 1s a number of issues and deficiencies involving
water and the wider natural resource base that requure the attention of governments.
These include widespread natural resource degradation which has an impact on the
quality and/or quantity of the nation’s water resources.

The Council endorsed the strategic framework proposed by the Working Group
and agreed to its implementation. Queensland, SouthAustralia and Tasmania agreed
to the broad principles but had concerns on the detail of the recommendations. The
framework embraces pricing reform based on the principles of consumption-based
pricing and full-cost recovery, the reduction or elimination of cross-subsidies and
making subsidies transparent. The framework also mvolves the clarification of property
rights, the allocation of water to the environment, the adoption of trading arrangements
n water, institutional reform and public consultation and participation.

Implementation of the strategic framework is expected to result in a restructuring of
water tariffs and reduced or eliminated cross-subsidies for metropolitan and town
water services with the impact on domestic consumers of water services being offset
by cost reductions achieved by more efficient, customer-driven, service provision.

In the case of rural water services, the framework 1s mtended to generate the financial
resources to maintain supply systems should users desire this and through a system
of tradeable entitlements to allow water to flow to lugher value uses subject to social,
physical and environmental constraints. Where they have not already done so, States
are to give priority to formally determining allocations or entitlements to water, mcluding
allocations for the environment.

Environmental requirements are to be determined on the best scientific information
available and will have regard to the inter-temporal and inter-spatial water need
required to mamtain the health and viability of river systems and groundwater basins.
The Council also agreed where significant future nmigation activity or dam construction
1s contemplated, that in addition to economic evaluations, assessments will be
undertaken to ensure that the environmental requirements of river systems can be
adequately met.

Because the changes flowing from the framework are extensive and far reaching in
their implications, the Council considered that a five to seven year implementation
period will be required. Part of this process will mvolve governments consulting the
community on aspects of the framework. The speed and extent of water industry
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reform and the adjustment process will be dependent on the availability of financial
resources to facilitate structural adjustment and asset refurbishment. The detailed
decisions of the Council in relation to water resource policy are [contained in the
following attachment].

The Council has asked the Working Group on Water Resource Policy to prepare a
report for its first meeting in 1995 on progress in implementing the framework with
further reports to be prepared annually on progress over the succeeding four years.

Attachment

Water resource policy

Inrelation to water resource policy, the Council agreed:

l.

that action needs to be taken to arrest widespread natural resource degradation
i all jurisdictions occasioned, in part, by water use and that a package of
measures 1s required to address the economic, environmental and social
mmplications of future water reform;

to implement a strategic framework to achieve an efficient and sustainable
water industry comprising the elements set out in (3) through (8) below;,

mrelation to pricing;

(a) mgeneral-

®

(@

to the adoption of pricing regimes based on the principles of
consumption-based pricing, full-cost recovery and desirably the
removal of cross-subsides which are not consistent with efficient
and effective service, use and provision. Where cross-subsides
continue to exist, they be made transparent,

. Queensland, SouthAustralia and Tasmania endorsed these
pricing principles but have concerns on the detail of the
recommendations;

that where service deliverers are required to provide water services
to classes of customer at less than full cost, the cost of this be fully
disclosed and ideally be paid to the service deliverer as a
community service obligation;
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(b) urban water services -

©

(d

@

@

to the adoption by no later than 1998 of charging arrangements
for water services comprising an access or connection component
together with an additional component or components to reflect
usage where this is cost-effective;

that in order to assist jurisdictions to adopt the aforementioned
pricing arrangements, an expert group, on which all jurisdictions
are to be represented, report to COAG at its first meeting in
1995 on asset valuation methods and cost-recovery definitions;
and

that supplying organisations, where they are publicly owned, aming
to earn a real rate of return on the written-down replacement
cost of their assets, commensurate with the equity arrangements
of their public ownership;

metropolitan bulk-water suppliers —

@

to charging on a volumetric basis to recover all costs and earn a
positive real rate of return on the written-down replacement cost
of their assets;

rural water supply —

@

@

()

@)
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that where charges do not currently fully cover the costs of
supplying water to users, agree that charges and costs be
progressively reviewed so that no later than 2001 they comply
with the principle of full-cost recovery with any subsidies made
transparent consistent with 3(a)(11) above;

to achieve positive real rates of return on the written-down
replacement costs of assets in rural water supply by 2001,
wherever practicable;

that future investment in new schemes or extensions to existing
schemes be undertaken only after appraisal indicates it 1s
economically viable and ecologically sustainable;

where trading in water could occur across State borders, that
pricing and asset valuation arrangements be consistent;
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(v)  whereitisnot currently the case, to the setting aside of funds for
future asset refurbishment and/or upgrading of government-
supplied water infrastructure; and

(v) 1n the case of the Murray-Darling Basin Commission, to the
Murray-Darling Basin Ministerial Council putting in place
arrangements so that, out of charges for water, funds for the future
maintenance, refurbishment and/or upgrading of the headwork’s
and other structures under the Commission’s control be provided,

groundwater —

(@  that management arrangements relating to groundwater be
considered by Agriculture and Resource Management Council
ofAustralia and New Zealand (ARMCANZ) by early 1995 and
advice from such consideration be provided to individual
jurisdictions and the report be provided to COAG;

i relation to water allocations or entitlements:

(@

®)

©

)

the State government members of the Council, would implement
comprehensive systems of water allocations or entitlements backed by
separation of water property rights from land title and clear specification
of entitlements in terms of ownership, volume, reliability, transferability
and, if appropmnate, quality;

where they have not already done so, States, would give priority to
formally determining allocations or entitlements to water, including
allocations for the environment as a legitimate user of water,

in allocating water to the environment, member governments would have
regard to the work undertaken by ARMCANZ andAustralian and New
Zealand Environment and Conservation Council (ANZECC) i this area;

that the environmental requirements, wherever possible, will be
determined on the best scientific information available and have regard
to the nter-temporal and inter-spatial water needs required to maintain
the health and viability of river systems and groundwater basins. In
cases where niver systems have been over-allocated, or are deemed to
be stressed, arrangements will be instituted and substantial progress
made by 1998 to provide a better balance in water resource use mcluding
appropriate allocations to the environment in order to enhance/restore
the health river systems;
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®

i undertaking this work, jurisdictions would consider establishing
environmental contingency allocations which provide for a review of the
allocations five years after they have been determined; and

where significant future 1rrigation activity or dam construction 1s
contemplated, appropriate assessments would be undertaken to, inter
alia, allow natural resource managers to satisfy themselves that the
environmental requirements of the niver systems would be adequately
met before any harvesting of the water resource occurs;

5. mrelation to trading in water allocation or entitlements:

@

(b)

©

@

that water be used to maximise its contribution to national mcome and
welfare, within the social, physical and ecological constraints of
catchments;

where it is not already the case, that trading arrangements in wate
allocations or entitlements be mstituted once the entitlement arrangements
have been settled. This should occur no later than 1998;

where cross-border trading is possible, that the trading arrangements
be consistent and facilitate cross-border sales where this is socially,
physically and ecologically sustamable; and

that individual jurisdictions would develop, where they do not already
exist, the necessary institutional arrangements, from a natural resource
management perspective, to facilitate trade i water, with the provision
that in the Murray-Darling Basin the Murray-Darling Basin Commission
be satisfied as to the sustainability of transactions;

6. m relation to institutional reform:

@

®)

©

that where they have not already done so, governments would develop
administrative arrangements and decision-making processes to ensure
an integrated approach to natural resource management;

to the adoption, where this is not already practised, of an integrated
catchment management approach to water resource management and
set in place arrangements to consult with the representatives oflocal
government and the wider commumity i individual catchments;

to the principle that, as far as possible, the roles of water resource
management, standard setting and regulatory enforcement and service
provision be separated mstitutionally;
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that this occur, where appropriate, as soon as practicable, but certainly
no later than 1998;

the need for water services to be delivered as efficiently as possible and
thatARMCANZ, m comjunction with the Steering Commuttee on National
Performance Monitoring of Government Trading Enterprises, further
develop 1ts comparisons of inter-agency performance, with service
providers seeking to achieve international best practice;

that the arrangements in respect of service delivery organisations in
metropolitan areas in particular should have a commercial focus, and
whether achieved by contracting out, corporatised entities or privatised
bodies this be a matter for each jurisdiction to determine in the light of
its own circumstances; and

to the principle that constituents be given a greater degree of responsibility
mn the management of irrigation areas, for example, through operational
responsibility being devolved to local bodies, subject to appropriate
regulatory frameworks being established,;

mrelation to consultation and public education:

(@

®)

©

@

©

to the principle of public consultation by government agencies and service
deliverers where change and/or new mitiatives are contemplated mvolving
water resources,

that where public consultation processes are not already mn train m relation
to recommendations (3)(b), (3)(d), (4) and (5) in particular, such
processes will be embarked upon;

that jurisdictions individually and jointly develop public education
programs in relation to water use and the need for, and benefits from,
reform;

that responsible water agencies work with education authorities
to develop a more extensive range of resource materials on water
resources for use i schools; and

that water agencies should develop individually and jointly
public education programs illustrating the cause and effect
relationship between infrastructure performance, standards of
service and related costs, with a view to promoting levels of
service that represent the best value for money to the community,
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8. mrelation to the environment:

@

(b)

©

@

that ARMCANZ,ANZECC and the Ministerial Council for Planning,
Housing and Local government examine the management and
ramifications of making greater use of wastewater in urban areas and
strategies for handling stormwater, including its use, and report to the
first Council ofAustralian Governments’ meeting in 1995 on progress;

to support ARMCANZ and ANZECC 1n their development of the
National Water Quality Management Strategy, through the adoption of
a package of market-based and regulatory measures, including the
establishment of appropriate water quality monitoring and catchment
management policies and commumnity consultation and awareness;

to support consideration being given to establishment of landcare
practices that protect areas of river which have a high environmental
value or are sensitive for other reasons; and

to request ARMCANZ and ANZECC, in their development of the
National Water Quality Management Strategy, to undertake an early
review of current approaches to town wastewater and sewage disposal
to sensitive environments, noting that action is underway to reduce
accessions to water courses from key centres on the Darling River system
(It was noted that the National Water Quality Management Strategy 1s
yet to be finalised and endorsed by governments.),

9.  inrelation to water and related research, member governments would:

@

®)

give higher prionty to the research necessary to progress implementation
of the strategic framework including consistent methodologies for
determining environmental flow requirements; and

to greater coordination and liaison between research agencies to more
effectively utilise the expertise of bodies such as the Land and Water
Research and Development Corporation, the Murray-Darling Basin
Commussion and other State and Commonwealth organisations;

10. mrelation to taxation:

@

that a sub-committee of Commonwealth and State officials, established
by the Working Group on Microeconomic Reform, meet to discuss

taxation issues of relevance to the water industry with a view to reporting,
through the Working Group, to theCouncil within 12 months;
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(b) tosupport water-related taxation issues being examined in the proposed
Industry Commussion Inquiry in Private Sector Infrastructure Funding;
and

(c) to accept any future consideration of tax compensation payments
mmvolving the water mdustry being dealt with through the Commonwealth
State Working Group established at the July 1993 financial Premiers’
Conference; and

m relation to recommendations (3) through (8):

(@) thatthe Working Group on Water Resource Policy would coordinate
report to the Council for its first meeting in 1995 on progress achieved
m implementing this framework including reductions in cross-subsidies,
movement towards full-cost recovery pricing in urban and rural areas
and the establishment of transferable water entitlements; and

(b) that as part of the monitoring and review process, ARMCANZ,
ANZECC and, where appropriate, the Murray-Darling Basm Ministerial
Council and the Ministerial Council for Planning, Housing and Local
Government would report annually over the succeeding four years, and
agam at its first meeting n 2001, to the Council ofAustralian Governments
on progress in implementing the various initiatives and reforms covered
i this strategic framework.

COAG Canberra 11 April1995

In the lead up to the meeting, the Council agreed to mitiatives in the areas of water
resource policy and regulatory reform.

The Council agreed to the public release of three documents:

the Second Report of the Working Group on Water Resource Policy;

the Report of the Expert Group on Asset Valuation Methods and Cost-
Recovery Definitions for the Australian Water Industry'’; and

Principles and Guidelines for National Standard Setting and Regulatory Action.

Victoria has noted that COAG’s agreement to the public release of the Report of the Expert Group should not be taken to
imgly endorsement of the Report’s recommendations. The Agreement to Implement the National Competition Po]iéy and
Related Reforms (April 1995) requires implementation of the strategic frameworlk as endorsed at the February 1994 COAG

meeting, and the principles ‘embodied in’ the Report of the Expert Group.
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[The following] Attachment contains descriptions of [the first two] of these documents.

Attachment

Water resource policy and regulatory reform
The Council has agreed to the public release of the following documents:
. The Second Report of the Working Group on Water Resource Policy

This report documents progress by jurisdictions in implementing the
framework for reform of the Australian water industry outlined in the
first report of the Working Group on Water Resource Policy endorsed
by Heads of Government in February 1994.

. The Report of the Expert Group on Asset Valuation Methods and Cost-
Recovery Definitions for the Australian Water Industry

The Expert Group on Asset Valuation Methods and Cost-Recovery
Definitions expands on the strategic framework for the Australian water
imdustry contained in the February 1994 Report of the Working Group
on Water Resource Policy. The Expert Group report outlines preferred
approaches to the valuation of assets, recognition of costs and pricing
to ensure that water charges reflect the true economic (including
environmental) costs of water service provision.

Prime Minister’s letter to Premiers and Chief Ministers, 10 February 1997

On 10 February 1997, the Prime Minister wrote to all Heads of Government agreeing
to extend the COAG water reform framework to include ground and storm/waste
water and to note a set of generic milestones for water reform.

Governments agreed:

. to extend the 1994 COAG water reform framework to incorporate ground
and storm/waste water as proposed in the ARMCANZ papers;

12 The ARMCANZ papers are “Allocation and Use of Groundwater: A National Framework for Improved Groundwater
Management in Australia”, “ANational Framework for ImprovedWastewater Reuse and Stormwater Management in Australia”
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. that the modifications be by way of revisions to the clauses in the 1994
framework referring to ground and stormwater management, to incorporate
the recommendations in the ARMCANZ papers;

. to endorse the extended water reform framework as the 1996 framework for
the strategic reform of Australia’s water industry; and

. that Competition Payments referred in the 1995 Agreement to Implement the
National Competition Policy and Related Reforms be confined to the 1994
Framework.

ARMCANZ Hobart 27 February 1998

On 27 February 1998, ARMCANZ (the Agriculture and Resource Management
Council ofAustralia and New Zealand) Ministers endorsed the SCARM taskforce
guidelines for the application of sections of the Strategic Framework and the report
of the Expert Group dealing with asset valuation, the return on assets and asset
renewals in the context of cost recovery and subsequent price determination. One of
the key areas of reform is water pricing where COAG calls for the adoption of
consumption based pricing and full cost recovery.

TheTask Force, in undertaking this work, commissioned consultants Emnst and Young
to assist in the preparation of the guidelines and to develop a financial model for use
by water authonties in examiming the impact of implementing the COAG requirements
for cost recovery under different scenarios. Ernst and Young’s report and financial
model will provide detailed practical assistance to government agencies and imdustry
mn the interpretation and application of the guidelines. The report and model have
been exposed to comment from all jurisdictions.

TheTask Force also had access to the work undertaken by its member jurisdictions
mcluding a study commissioned from consultants Marsden Jacob and Associates by
five Victorian rural water authorities.

When all of this work 1s taken into account, it becomes clear that a prescriptive
approach that can be umiversally applied is not practicable. Indeed to apply a rigid
formula to cost recovery is likely to cause unintended consequences in pricing.

ARMCANZ agreed the guidelines should be applicable to the Council’s assessments
and should be endorsed by COAG as the mimimum requirements. These guidelines
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maintain the integnty of the COAG reforms but recognise the range of circumstances
peculiar to each water authority that should be considered in determining whether
the full cost recovery testis met. It still remains for the guidelines to be endorsed by
COAG as the basis for the Council’s assessment of jurisdictions’ application of full
costrecovery obligations.

Guidelines for the Application of Section 3 of the Strategic Framework and
Related Recommendations in Section 12 of the Expert Group

l.

Prices will be set by the nominated jurisdictional regulators (or equivalent)
who, In examiming full cost recovery as an input to price determinations, should
have regard to the principles set out below.

The deprival value methodology should be used for asset valuation unless a
specific circumstance justifies another method.

An annuity approach should be used to determine the medium to long term
cash requirements for asset replacement/refurbishment where 1t 1s desired that
the service delivery capacity be mamntained.

To avoid monopoly rents, a water business should not recover more than the
operational, maintenance and administrative costs, externalities, taxes or TERs
[tax equivalent regime], provision for the cost of asset consumption and cost
of capital, the latter being calculated usinga WACC [weighted average cost of
capital].

To be viable, a water business should recover, at least, the operational,
maintenance and administrative costs, externalities, taxes or TERs (not mcluding
mcome tax), the interest cost on debt, dividends (if any) and make provision
for future asset refurbishment/replacement (as noted i (3) above). Dividends
should be set at a level that reflects commercial realities and stimulates a
competitive market outcome.

In applying (4) and (5) above, economic regulators (or equivalent) should
determine the level of revenue for a water business based on efficient resource
pricing and business costs. Specific circumstances may justify transition
arrangements to that level.
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7. Indetermining prices, transparency is required in the treatment of commumnity
service obligations, contributed assets, the opening value of assets, externalities
mcluding resource management costs, and tax equivalent regimes.

A number of terms used requure further comment in the context of these guidelines:

. The reference to or equivalentn principles 1 and 6 1s included to take account
of those jurisdictions where there is no nominated jurisdictional regulator for
water pricing,

. The phrase not including income tax in principle 5 only applies to those
organisations which do not pay income tax.

. Externalities in principles 5 and 7 means environmental and natural resouce
management costs attributable to and incurred by the water business.

. Efficient resource pricing in principle 6 includes the need to use pricing to
send the correct economic signals to consumers on the high cost of augmenting
water supply systems. Water 1s often charged for through a two part tanff
arrangement in which there are separate components for access to the
mfrastructure and for usage. As an augmentation approaches, the usage
component will ideally be based on the long-run marginal costs so that the
correct pricing signals are sent.

. Efficient business costs in principle 6 are the minimum costs that would be
mcurred by an organisation in providing a specific service to a specific customer
or group of customers, or the minimum amount that would be avoided by not
providing the service to the customer or group of customers. Efficient business
costs will be less than actual costs if the organisation is not operating as efficiently
as possible.
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An intergovernmental agreement establishing a national heavy vehicle registration,
regulation and charging scheme was signed on 30 July 1991." It provides for a
Minssterial Council for Road Transport (MCRT) and the National Road Transport
Commission (NRTC) to regulate heavy vehicles on a nationally uniform basis and
develop a heavy vehicle charging scheme.

On 11 May 1992, 1t was agreed to extend the role and functions of the NRTC to
cover all other road users.* In the development of a national road transport legislation
package, the NRTC adopted a modular approach covering six key reform areas:
heavy vehicle charges; transportation of dangerous goods by road; vehicle operations;
vehicle registration; driver licensing, and compliance and enforcement. The first module
covering heavy vehicle charges has now been implemented through legislation by all
jurisdictions. Reforms in the other five areas are being progressively developed
through the NRTC.

TheApril 1995 competition policy agreements link NCP payments to, among other
conditions, the implementation of agreed road transport reforms. The first and second
tranches of payments, to commence in 1997-98 and 1999-2000 respectively, will
depend on each State and Territory observing agreed reforms. Payments under the
third tranche, to commence 1 2001-02, will depend on the States and Territories
giving full effect to, and continwung to fully observe, all COAG agreements on road
transport.

Agreements m relation to road transport reform were made at the following meetings:

. Special Premiers’ Conference Brisbane 30/31 October 1990

. Special Premiers’ Conference Sydney 30 July 1991

. Premiers’ and Chief Ministers’ Adelaide 21-22 November
Meeting 1991

. Heads of Government Canberra 11 May 1992

. MCRT Hobart 14 February 1997

. MCRT Queenstown 14 November 1997

. Australian Transport Council Leura 24 April 1998

5 R N e T e 12, T g e e et

14 See Schedule 2 of the National Road Transport Commission Amendment Act 1992. This agreement — the Light Vehicles

Agreement — was made between the Commonwealth, New South Wales, Victoria, Queensland, South Australia, the
Northern Territory and the Australian Capital Territory.
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In the Council’s first tranche assessment, the Council sought a commitment from
jurisdictions to link implementation of road transport reforms based on the agenda
endorsed by the MCRT on 14 February 1997 to future competition transfers.
Governments provided an in principle commitment, although some stated that the
Second Heavy Vehicle Reform Package endorsed by the MCRT on 14 Feburary
should be agreed to by COAG if it is to be used as a condition for competition
transfers.

The November 1997 MCRT meeting revised the February 1997 timetable and put
back implementation of several reforms. Because ofthe frequent slippages to the
reform program, the NCC wrote to Heads of Government seeking COAG
endorsement of an agreed timetable. The NCC’s objective 1s that COAG endorse
a program which will be the basis for the Council’s assessment of future progress.

Relevant extracts from the Communiques of Heads of Governments and other inter-
jurisdictional meetings are reproduced below.

Special Premiers’ Conference Brisbane 30-31 October 1990

Heads of Government agreed to the establishment of; through co-operative processes
mvolving referral of powers or complementary legislation, a national heavy vehicle
registration scheme together with uniform technical and operating regulations and
nationally consistent charges.

The scheme may permit variations in standards to take account of different regional
conditions (eg to cover operation of road tramns in rural and remote areas).

Charges will be developed with regard to the principles established by the Inter
State Commission and with a view to full and consistent levels of cost recovery.

A working group will report to the next Special Premier’s Conference on the
mmplementation of these new standards and charges, and whether there should be a
jomt Commonwealth/ State/ Terntory organisation to handle heavy vehicle registration
and regulation.

The working group will recommend an achievable timeframe for meeting full and
consistent levels of cost recovery.
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Funds for local roads will also be untied and paid at the same real level as at present
to local governments, or to State governments where they are responsible for local
roads, via general purpose grants.

Heads of Government recommended that ATAC [Australian Transport Advisory
Council] further consider the principles for distribution of road funds between States
and Territories.

Special Premiers’ Conference Sydney 30 July 1991
Roads — Provision, Charging and Regulation
Heavy Vehicle Registration, Regulation and Charging

Leaders and representatives noted a report from officials and (with the exception of
the Northern Territory) signed an intergovernmental Agreement establishing a national
heavy vehicle registration, regulation and charging scheme. The integrated package
of reforms is designed to overcome a number of serious problems mn the road transport
sector, the main ones being varying regulations acrossAustralia and charging systems
which bear little relation to costs which users impose on the road network.

The focal point for the new scheme 1s the establishment of a National Road Transport
Commussion to regulate heavy vehicles on a nationally uniform basis and develop a
heavy vehicle charging regime. An interim Commission will be established by
September 1991, pending enabling legislation, to assist in developing legislation and
to begin work on regulation, registration and charging arrangements. The Commission
would report to a Ministerial Council, comprising Federal, State and Territory Ministers
nominated by respective Heads of Government. Recognising its extensive road
responsibilities, local government would have observer status at meetings of the
Ministerial Council.

Planning 1s to commence immediately to inter-hink the existing set of motor registries,
allow for the automatic exchange of defect notices, allow a simplified number plate
system and facilitate the development of registration procedures so that mformation
on all heavy vehicles is available nationally by July 1992. In addition, the
Federal Interstate Registration Scheme is to be subsumed into the national heavy
vehicle scheme.

Leaders and representatives agreed that the following areas should be included in
the nationally uniform regime:
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. heavy vehicle construction requirements (new construction and in-service
modification), including dimension and weight limits and vehicle emission
standards;

. aspects of traffic codes relating to heavy vehicles;

. vehicle roadworthiness and inspection standards;

. driver licensing standards and procedures;

. special codes of practice covering heavy vehicles, (egloading codes, permit
conditions),

. enforcement levels and sanctions for breaches of regulations, noting the need

to provide a meaningful deterrent and maintain consistency of penalties i this
area between all jurisdictions; and

. aspects of operator controls, particularly affecting heavy vehicles (eg freight
and public passenger vehicle licensing) but excluding economic regulation.

As an early priority, the new system will allow the operation of B-Doubles and road
tramns under nationally uniform conditions. While their operation will continue subject
to certamn limitations such as designated routes, this will lead to significant increases in
productivity for some freight operations.

The Northern Territory decided not to sign the Agreement at this time. The Northern
Territory, however, supports the establishment of the Commission and will mirror in
its jurisdiction non-charging regulations implemented under the new scheme to achieve
uniform regulations throughoutAustralia.

Other leaders and representatives agreed that a charging structure be implemented
comprising a nominal administration charge, a road use charge component of
Commonwealth diesel excise and a registration (or mass-distance) charge for vehicles
which do not meet their road costs through fuel payments alone. The Commission
will also consider an access charge to avoid any significant interface problem between
vehicles above and below the 4.5 tonne level and to facilitate introduction of the new

charging regime.
The road use part of diesel excise is to be structured to avoid the administratively

cumbersome imposition of registration (or mass distance) charges on a significant
proportion of the vehicle fleet. The registration charge is to be applied to heavy
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vehicles where 1t would be inequitable (ie it would involve significant over recovery
for other vehicles) if they covered their road costs by fuel charges alone.

Leaders and representatives agreed that charges are always to be set:

. to recover fully distributed road costs, thereby achieving full recovery of all
road costs while mimimising over-recovery from any vehicle class;

. adopting a common methodology;

. to determine and collect charges in a way that achieves a reasonable balance
between administrative simplicity, efficiency and equity in the charging structure;,

. to improve pricing, leading to a better allocation of resources, with mvestment
decisions being based on more relevant demand signals; and

. to mimimise the incentive for operators to “shop around’ for lower charges and
undermine the mtegrity of the national charging system.

Until it is recommended otherwise by the Commission, charges are to be set:

. using the PAYGO methodology for determining what expenditure is to be
recovered;

. using expenditure on roads, as assessed by the National Commussion:

- using the average of two years actual and one year’s budgeted
expenditure, indexed; and

- excluding from the PAYGO base self-financed road expenditure
programs, such as toll roads or fuel franchise fees where nominated
by a State or Territory as a road user charge; and

. using a methodology based, in the first nstance, on the ISC model but enhanced
with further research currently being undertaken by the Australian Road
Research Board.

Registration charges and the road use charge component of Commonwealth excise
on diesel are to be adjusted in future by the National Road Transport Commission in
line with the amount of national road system costs attributable to heavy vehicles.
Accordingly, State fuel franchise fees and the taxation component of Commonwealth
diesel excise are to be separately identified and adjusted in future by separate
mechanisms.
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In regard to treatment of alternative (especially gas-based) transport fuels, it was
acknowledged that there are broader energy policy issues which need to be taken
mto account. For this reason, it was agreed that road track costs should not be
attributed to these fuels at this stage.

Existing concessions to road users which are not related to the level of road use are
to be provided independently of the road user charging system through transparent
budgetary means. In other words, the new charging system is to clearly differentiate
between social-welfare oriented “‘concessions’ and valid distance-related “‘rebates™.

The new National Road Transport Commission is to determine and recommend the
road use charge component of Commonwealth diesel excise by March 1992 so that
it can apply from a date no later than 1 January 1993.

Regarding registration charges, leaders and representatives noted but did not endorse
the schedule of indicative charges in the official’s report. Charges to be recommended
by the National Road Transport Commission will be phased in as follows:

. the first instalment of new charges is to be determined and recommended by
March 1992 so that it can apply from a date no later than 1 January 1993;

. the phasing in of full cost recovery charges is to be determined by the National
[Road Transport] Commission and is to take account of:

- the impact of varied charges on the road transport industry and industry
generally,

- the impact of varied charges on particular regions, such as some in remote
Australia; and

. the different levels of charges that currently exist in each jurisdiction;

. the phasing should seek to implement charges that reflect full cost recovery as
soon as 1s appropriate given the three considerations above and in any event
by not later than 1 July 1995 for all vehicles except road trains;

. for road trains full-cost recovery mass distance charges should be implemented
with up to a fifty per cent discount at latest by 1 July 1995 and be fully
mmplemented at latest by 1 July 2000;

. m the early years, the National Road Transport Commission is to concentrate
on charges using average distance while approving valid distance-related
rebates where approprate; and
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. over time, and in consultation with industry, the National Commission is to
move to reliance on a more discrete approach to distance measuring within
vehicle classes wherever feasible and justifiable.

Leaders and representatives agreed that it was essential that consultation occur with
mdustry on all issues taking into accountAustralia’s geographic differences and the
diverse structure of the road transport industry.

Zonal Road ChargingArrangements

Leader and representatives agreed that there will be two zones for the purpose of
setting registration (or mass-distance) charges. ZoneA shall comprise New South
Wales, Victoria, Tasmania and the Australian Capital Territory and shall include the
Commonwealth as a decision-making member. Zone B shall be Queensland, Western
Australia and SouthAustralia. The new Commission shall determine registration (or
mass-distance) charges for each zone in accordance with the above principles, subject
to disapproval by fifty per cent or a majority of Ministers from jurisdictions covered
by the relevant zone. The Commussion shall also advise on any possible zonal change
but agreement to any new zonal structure shall require approval of three quarters of
the Ministerial Council.

Vehicles moving from low cost into high cost zones must pay any difference in the
registration (or mass-distance) charge. An appropriate mechanism for administering
this is to be developed by the Commission.

Leaders and representatives also agreed to ask officials to provide in November
1991 regulation, registration, charging, distribution and expenditure determination
proposals on the feasibility and desirability of including light vehicles (1e vehicles 4.5
tonnes and below) in the system. Work is to be done in full consultation with the
Working Group on Tax Powers.

Road Responsibilities and Funding

Leaders and representatives agreed that the Commonwealth should concentrate its
mvolvement in roads program delivery by more clearly defiming its program to remove
ambiguity in terms of which tier of government is responsible for which roads.

It was agreed that the Commonwealth’s responsibilities should be concentrated on
national highways and other roads of national significance. The precise delineation
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of the Commonwealth’s involvement would be settled in the preparation for the
November special Premier’s Conference.

It was noted that the Better Cities Program could involve land transport
considerations.

In any event, leaders and representatives agreed that a minimum of $350 million in
current SPPs [Special Purpose Payments] would be untied, with the distribution
mechanism for those funds to be settled at the November special Premier’s
Conference. It was agreed that the standard ofAustralia’s road nfrastructure needed
to be maintained within this process and that action by the States to continue to lift
the efficiency of their road construction authorities was vital to this objective.

Premiers’ and Chief Ministers’ Meeting Adelaide 21-22 November 1991

Premiers and Chief Ministers agreed on a national light vehicles regulation and
registration scheme.

For the first time, Australia will have uniform rules of the road.

Premiers and Chief Ministers agreed that there will be uniform standards covering
traffic rules for all road users, vehicle safety and pollution standards, and driver skills
and knowledge.

Uniform regulations will generate immediate benefits for international tourists and
mterstate travellers, eliminate anomalies, promote a more efficient road transport
mdustry and reduce the risk of accidents occurring due to ignorance of local rules.

The specific areas where uniform national standards will be developed as a priority
by the National Road Transport Commission are:

. the traffic code;

. new vehicle safety and emission standards;

. m-service vehicle safety and emission standards;
. roadworthiness performance standards;

. dniver capability criteria;

. the transport of dangerous goods;

. mformation exchange; and

. national data base integration.
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The moves towards national databases and better exchange of information between
Jurisdictions will have major benefits in reducing car theft and improving vehicle safety.
Opportunities for laundering stolen vehicles interstate will be reduced and police will
be better able to identify unregistered vehicles and unlicensed drivers.

Exchange of defect notices between States will prevent the practice whereby drivers
avoid sanctions for unroadworthy vehicles simply by operating a vehicle with an out-
of-state registration.

It was further agreed that the Commission would examine the potential benefits of
developing national standards in a number of key areas. These areas are:

. licensing requirements and performance standards including the potential
for mtroducing a uniform minimum age for licensing drivers;

. uniform registration and licensing system;

. vehicle related sanctions;
. coordination of national road safety research and public education;
. enforcement and sanctions;

. special technical standards;
. modified light vehicle standards;
. regulations regarding towed vans; and

. licensing business rules.

Legislation will need to be enacted to enable the Commission to be directly and
mmmediately responsible for developing and maintaining the new uniform standards in
the agreed areas.

Premiers and Chief Ministers called on the Commonwealth to support their mitiatives
m the interest of developing a more efficient national road transport system.

Premiers and Chief Mimnisters also agreed on an enhanced mnformation role for the
National Road Transport Commission, which will publish comparative
information on road safety charges, and efficiency and effectiveness of road
construction authorities.

Noting that this and other recent reforms will lead to a clearer distinction between
road taxes and charges, they also agreed to consider the need to review the incidence
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of taxation on heavy vehicles after the National Road Transport Commission has
made its recommendations on road use charges.

The work of officers on the wider issue of road charges for light vehicles will need to
be further considered by governments in the context of reform of Commonwealth/
State financial relations and clarification of the Commonwealth’s road funding
responsibilities.

Proposal for a National Vehicle Security Register

Premiers and Chief Ministers agreed to develop a national vehicle security register
as soon as possible. All Australian jurisdictions operate security systems but there s
no national system or linkage of the separate databases, nor is there uniform legislation.

The fragmentation of the present system has contributed to widespread losses incurred
by consumers, the motor trade and the finance industry.

Premiers and Chief Ministers now wish to accelerate work to establish a national
vehicle security register. The register, which would have the potential to be expanded
to cover other consumer items, would operate on a full cost-recovery basis. Its
establishment costs could be recouped from user fees and upfront contributions from
the motor vehicles and finance industries.

With the full support of all Premiers and Chief Ministers it is anticipated that this
important proposal will be given high priority and can be operational at an early date.

COAG Canberra 11 May 1992

Leaders and representatives noted the Commonwealth’s decision to provide an
additional $25 millionin 1991-92, $437.5 million in 1992-93 and $140 million in
1993-94 for augmenting and rehabilitating the National Highway System, accelerating
selected National Arterial projects and expanding the Black Spots program. They
also noted the positive employment effects of this expenditure in the period up to
1993-94.

Leaders and representatives agreed to the role and functions of the National Road
Transport Commission. AnAgreement has been signed by the Commonwealth,
New SouthWales, Victoria and SouthAustralia to this end. Queensland indicated
its intention to sign.
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The Commussion was established after the July 1991 Heads of Government meeting
to develop national road transport legislation and regulations and to recommend on
charges to apply no later than 1 January 1993 for vehicles over 4.5 tonnes. It will
now also be responsible for developing regulations for all other road users.

In addition, the Commussion is to assemble and publish comparative information on
the funding and management of roads, performance indicators for the road system
and the efficiency and effectiveness of road authorities.

Leaders and representatives agreed that it was important to delineate clearly
Commonwealth and State road responsibilities. The Prime Minister indicated that
he would shortly be advising the States of the Commonwealth position on the National
Highway System.

It was confirmed that $350 million of the Commonwealth roads program would be
untied. The Prime Minister indicated that he would be writing to other Heads of
Government soon on an appropriate basis for this distribution, including continuing
the distribution currently applying to the road funding being untied, with a view to
settling the matter before the June Premiers’ Conference.

Ministerial Council for Road Transport 14 February 1997

Transport Ministers from the Commonwealth, State and Territory Governments
endorsed the recommendations of the Review Committee into the National Road
Transport Commission (NRTC), that the NRTC continue beyond its sunset date of
January 1998 as the independent co-ordinator of national road transport reform in
Australia. The NRTC will be subject to a review every six years and will focus on
the development of policies to fast-track delivery of key reforms.

Ministers endorsed a strategy for implementing the current national transport reform
program. The strategy provides for implementation of the reforms once approved
by Ministers without waiting for passage of Commonwealth legislation.

The endorsed reforms and completion dates for the national road transport
mmplementation strategy are detailed below.
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Road Transport Reform Implementation Strategy 14 February 1997

Reform Timing

Uniform arrangements for dangerous 1 January 1998
goods transport

National heavy vehicle registration scheme 1 July 1998

National driver licensing scheme

Vehicle operations reforms covering;
» restricted access vehicles;
* mass and loading laws;
» oversize and overmass vehicles.

National vehicle standards

National truck driving hours laws
(excluding WA and NT)

National bus driving hours
(may not apply in WA or NT)

Consistent comphance and enforcement

Second charges determination including fixing
anomalies in current charges

Australian Road Rules

1 September 1998
1 October 1997

1 October 1997
1 July 1997

1 July 1997

To be determined

Not before July 1998

Phase 1 September 1998
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Second Heavy Vehicle Reform Package

Reform Timing
Fatigue management for truck drivers November 1997
Management of speeding vehicles policy August 1998
Information on driver offences and licence status September 1997
NEVDIS (first stage) [National Exchange of Vehicle May 1998

and Dniver Information System |
Mass limits review To be determined
Truck/trailer mass ratios September 1997
Axle mass spacing for vehicles above 42.5 tonne November 1997
Short term registration December 1997
Consistent on-road enforcement for roadworthiness October 1997
Reduction in truck noise December 1997

Ministerial Council for Road Transport 14 November 1997

NRTC Strategic Plan

Minusters discussed and agreed to the National Road Transport Commission’s strategic
plan covering the three years to 2000-01. The plan provides a good focus for the
future direction of the Commission in fast-tracking reforms, becoming more mvolved
m implementation and giving greater attention to innovation, road safety and the
environment. It also provides a clear statement of the Commussion’s objectives, and
mmproves accountability and consultative procedures with stakeholders. It maps
national road transport for the next three years, making reform objectives and
performance transparent.

Alternative Compliance Policy
Ministers endorsed a comprehensive alternative compliance package.

The package proposes establishing a national accreditation scheme, based mitally
on the pilot Mass Management and Maimntenance schemes with the option of adding
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other modules as they are developed and approved by Ministers.

Minusters also commutted to reducing the impact of conventional enforcement activities
on accredited operators.

The NRTC will establish an implementation group to resolve any outstanding issues.

Mass Limits

Ministers considered the issue of increased mass limits. A number of jurisdictions
expressed their willingness to implement increased mass limits as recommended by
the NRTC, subject to the provision of additional funding and appropriate enforcement.

Ministers called for the NRTC to prepare a report and recommendations for the
next MCRT meeting mApril 1998. This report will include detailed costs and funding
proposals that would be necessary to implement the increase, as well as advice on
the benefit of road fiiendly suspension vehicles with a load limit of 42.5 tonnes, the
1dentification of the beneficiaries of the mass limits increase, and the impact on rail.

Ministers also requested the NRTC to report back on proposals for:

. operators to be required to be accredited as members of an approved mass-

management compliance-assurance scheme in order to operate at increased
Limits; and

. penalties for overloading, including substantial increases in penalties for gross
overloading, commensurate with the risk to safety and the damage to bridges
and roads.

Delivering Road Transport Reforms - Status Report

Ministers considered a status report on progress with the imtial reform agenda and
agreed to the revised timetable for implementation of reforms.
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Road Transport Reform Implementation Strategy 14 November 1997

Reform Timing

Uniform arrangements for dangerous 1 July 1998
goods transport

National heavy vehicle registration scheme 1 July 1998

National driver licensing scheme February 1999

Vehicle operations reforms covering; October 1998

» restricted access vehicles;
* mass and loading laws;
» oversize and overmass vehicles.

National vehicle standards October 1998

National truck driving hours laws August 1998
(excluding WA and NT)

National bus driving hours August 1998
(may not apply in WA or NT)

Consistent compliance and enforcement To be determined

Second charges determination including fixing July 1999
anomalies in current charges

Australian Road Rules Not decided

Source: Federal Office of Road Safety

Second Heavy Vehicle Reform Package - Status report

Ministers agreed a revised timetable for the Second Heavy Vehicle Reform Package.
This package was agreed by Ministers in February 1997 and proposed early national
mmplementation of ten reforms to road safety, industry productivity, administration
and enforcement without waiting for the passage of Commonwealth legislation.

Ministers renewed their commitment to early implementation of the package as a
means of delivering the benefits of reform to industry and endorsed the timetable for
national implementation.
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AustralianTransport Council 24 April 1998

Transport Ministers met and discussed mass himits (following from the meeting of 14
November1997), the NRTC Chairman’s report and liaison with the NCC.

Mass Limits

Minasters:

acknowledged the productivity benefits obtamable from increasing allowable
axle mass limits for vehicles with road fiiendly suspension, the need to upgrade
Australia’s bridges to realise these benefits and the importance of reducing
gross overloading;

agreed by majority (with NSW and ACT not supporting) that, subject to the
provision of sufficient additional funding for upgrading bridges, allowable general
axle mass limats for vehicles fitted with road friendly suspensions be increased,
as follows:

- 0.5 tonne increase on tandem axle groups, to 17.0 tonnes;

- 2.5 tonne increase on triaxle groups, to 22.5 tonnes;

- 1.0 tonne increase on single drive axles on buses, to 10 tonnes;

- 1.0 tonne increase on six-tyred tandem axles, to 14.0 tonnes; and

- 0.7 tonne increase on steering axles of long combination vehicle prime
movers (ie, road trains and similar) fitted with single tyres, to 6.7
tonnes (regardless of the type of suspension),

agreed to restrict increases in allowable mass for triaxles to vehicles operated
by members of approved mass-management comphiance-assurance schemes;,

agreed to the impostition of substantial penalties on grossly overloaded vehicles,
the penalties being commensurate with the risks to safety and infrastructure
damage and the commercial benefits from overloading,

agreed that a National Bridge Upgrading Program be established to facilitate
the adoption of increased mass limits, subject to appropriate Commonwealth

funding,
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. recognising the expected Commonwealth revenue gains from the productivity
benefits of increased mass, requested the Commonwealth to report back to
the next ATC meeting on the additional funding which 1t 1s prepared to put into
anational bridge upgrade program, the timeframe overwhich the funds would
be available, and the distribution of funding between National Highways, State/
arterial roads and local government roads;

. agree that road users who take advantage of increased mass should contribute
to ongoing funding requirements associated with increased mass limits. The
Commission will recommend relevant charges in its Second Charges
Determiation; and

. request the NRTC to report back to the nextATC meeting with its advice on
the impact of accreditation, costs on small and large transport operators and
further information on the impact ofroad friendly suspensions oflocal roads.

NRTC Chairman’s Report

Ministers noted the NRTC report on status of road transport reforms, priorities
review and accountabilities and confirmed each jurisdictions’ capacity to meet MCRT
-endorsed timelines.

Ministers agreed to consider the potential to bring foward implementation of reform
elements, n particular items outstanding from the first Heavy Vehicle Reform Package.

Ministers reaffirmed the findings of the NRTC review, proposing an approach to
reform based on policy implementation and where appropriate including the
preparation of draft model regulation to assist jurisdictions.

Ministers also endorsed individual jurisdictions adopting by agreement the role of
lead agency in the development of selected reforms suitable for consistent application
nationally.

NCC Liaison

Ministers discussed a letter from NCC and agreed to take up the issues raised in it
with their Heads of Government.
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