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Chapter 3: Services
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	Operational Requirements


	In June 2001, the Council of Australian Governments (COAG) agreed to a framework of national energy policy principles and the establishment of a Ministerial Council on Energy to oversee the development of a coordinated policy approach.  COAG also reaffirmed its commitment to national energy market reforms.  

In March 2002, the Ministerial Council on Energy agreed to establish five working groups involving all jurisdictions.  These groups will address issues relating to strategic energy supply and security, energy market development, energy efficiency and greenhouse, downstream petroleum and national oil supply emergencies.

More information regarding the National Energy Policy Framework and the Ministerial Council on Energy is available at: http://www.industry.gov.au/content/root.cfm?objectid=519C8251-80DE-4306-B7F685B62501D805.

Electricity Supply Industry

Member jurisdictions in the National Electricity Market (NEM) are also implementing full retail contestability.  Domestic consumers of electricity in NSW and Victoria have been able to choose their energy supplier since January 2002.
Changes to the National Electricity Code were developed to improve locational and network pricing signals for investment and network augmentation.  Tasmania entered the NEM and investment in new transmission interconnection between the States was encouraged.

Natural Gas Pipelines

From November 2000 to June 2002, Ministers approved additional amendments to the Gas Pipelines Access Code (the Code), the Gas Pipelines Access Law (the Law) and Regulations recommended by NGPAC (the National Gas Pipelines Advisory Committee.  These changes are intended to clarify, extend and update provisions contained in these documents.

All jurisdictions’ proposed amendments to their gas access legislation, arising from the High Court’s decision disallowing cross-vesting of jurisdiction, have been approved by Ministers.

The Victorian and Northern Territory gas access regimes obtained certification from the Commonwealth Minister for Financial Services and Regulation on 29 March 2001 and 21 March 2002, respectively.

States and Territories have progressively implemented retail contestability for medium sized industrial and commercial users of gas.  Jurisdictions have developed or are developing gas retail market operating arrangements and systems for full retail contestability.  Household customers in NSW and the ACT have been able to choose their gas supplier since 
1 January 2002, and Victoria is expected to have full retail contestability in gas on 1 October 2002.

The gas pipeline access Code is now operating in all jurisdictions.  A number of changes to the gas pipelines access Code have been effected to improve its operation.

The Commonwealth Government has removed a barrier to investment in gas pipelines by capping depreciation at 20 years.

The Excise Tariff Act 1921 has been overhauled to encourage further oil and gas production.

The Commonwealth Government’s energy policy achievements over the past 12 months are articulated in 'Developments in Australian Industry Policy 2001', which can be accessed online at http://www.industry.gov.au/library/content_library/Industry2001.pdf.

More information about and links to the Independent Review of Energy Market Directions can be accessed at http://www.industry.gov.au, Resources and Energy, Energy Market Reform.

	Electricity Supply Industry

Service providers who are intending to enter the Australian electricity sector will be required to meet the following regulatory requirements:

· operational requirements for participating in the wholesale spot market (the National Electricity Market);

· economic regulation (largely network businesses); and

· State and Territory based licensing requirements.

Service providers in Western Australia and the Northern Territory are not subject to the requirements of the National Electricity Market (NEM) as these two jurisdictions are not part of the national grid.  Service providers in Tasmania will be required to meet NEM operational requirements once the State enters the NEM (expected during 2003).

Foreign and domestic service providers are subject to the same operational requirements in the Australian electricity industry.

For further detail on operational requirements in the National Electricity Market, please refer to the National Electricity Code which can been found on the NECA website: http://www.neca.com.au/.

Further detail on NEM operational requirements can also be sourced from NEMMCO: http://www.nemmco.com.au/.

The Australian electricity industry is subject to ongoing reform which will improve its competitive position and prospects for private investment. For further details, refer to the listed URLs.

For further detail on economic regulation of transmission networks please refer to the ACCC website: http://www.accc.gov.au/electric/fs-elec.htm.

For further detail on State and Territory economic regulation, please refer to the relevant State and Territory websites:

· New South Wales: http://www.ipart.nsw.gov.au/.

· Victoria: http://www.esc.vic.gov.au/.

· Queensland: http://www.qca.org.au/.

· South Australia: http://www.saiir.sa.gov.au/site/page.cfm?site_page_id=66&site_nav_id=37.

· Western Australia: http://www.energy.wa.gov.au/.

· Tasmania: http://www.electricityregulator.tas.gov.au/.

· Australian Capital Territory:

http://www.canberraconnect.act.gov.au/ie4/cityservices/electwatergas/electricitywaterandgas.html. 

· Northern Territory:

http://www.nt.gov.au/powerwater/.

Downstream Petroleum

The retail petroleum sector is regulated at Commonwealth level by the Petroleum Retail Marketing Sites Act 1980 (see http://www.austlii.edu.au/au/legis/cth/consol_act/prmsa1980352/) and the Petroleum Retail Marketing Franchise Act 1980 (see http://www.austlii.edu.au/au/legis/cth/consol_act/prmfa1980359/).

State, Territory and local government regulations apply to issues such as siting, environmental standards, health and safety issues.  The industry has strong representation from multi-national oil companies.  Participants in the industry receive identical treatment whether they are Australian or foreign.  See State/Territory Government websites for further details.


	The five working groups established under the Ministerial Council on Energy will each play a significant role in the future development of energy policy.

The Strategic Energy Supply and Security Working Group will identify major factors that may impact fundamentally on Australia's ability to meet its national energy needs.  It will identify the likely energy use (supply and demand) scenarios facing Australia over the next decade and possible policy issues to be addressed.  Particular attention will be devoted to Australia's national interests including long term energy needs and ensuring the national and regional benefits of energy resource development, including economically viable value adding.

The Energy Market Development Working Group will examine retail, transmission and wholesale energy market issues.  This group will draw on what has already been done by individual jurisdictions and examine:

· existing and potential gas and electricity market regulatory structures and institutional mechanisms, including the extent to which they facilitate an efficient and competitive energy sector with adequate investment and benefits to users;

· the potential for harmonisation of regulatory arrangements, removing inconsistencies and integrating networks;

· opportunities for, and impediments to, increasing interconnection and system security in gas and electricity;

· ways of accelerating the delivery of improved consumer choice; and

· opportunities for encouraging the wider penetration of natural gas.

The Energy Efficiency and Greenhouse Working Group will focus primarily on energy end-use customer requirements.  It will provide strategic advice on policy direction and program delivery to enhance energy efficiency and the provision of better consumer information.  It will also be responsible for enhancing decision making processes for improved demand side participation, will identify barriers and monitor distributed generation, including renewables.  The Working Group has a strategic policy overview responsibility on greenhouse issues for the Council.   

The Downstream Petroleum Working Group will ensure that the Council receives relevant advice and information on issues confronting the downstream petroleum industry, particularly cross jurisdictional issues.  It will provide a policy assessment of those issues which are considered of critical importance to the future viability of the downstream petroleum product industry.

The National Oil Supplies Emergency Committee will monitor, as required, crude oil and petroleum products and advise on logistics and product availability.  It will assess prospective oil supplies, expected normal levels of demand and the scope for balancing demand with expected supplies.  During a national fuels emergency, the committee will provide the main executive channel through which Commonwealth, State and Territory Governments will formulate their overall management response.

The Ministerial Council on Energy will also oversees the Independent Review of Energy Market Directions (the Parer Review) as a critical element of the Council’s work program.  The Review will articulate a future vision for a national energy market and is expected to report to the Council in 2003.

Electricity Supply Industry

The Commonwealth Government will continue to progress National Electricity Market reforms.  Key issues to be considered include:

· improved governance arrangements;

· streamlining and harmonising regulatory frameworks;

· reducing the greenhouse gas intensity of the NEM; and

· progressing ongoing market and network reform.

Natural Gas Pipelines

The Commonwealth Government is preparing terms of reference for an independent review of the gas pipelines access regime.  

All jurisdictions intend to implement by regulation or legislation a uniform national gas quality standard that the gas industry is expected to publish in 2002.  This will facilitate and enhance cross-jurisdictional gas trade.

The Commonwealth Government will continue to encourage jurisdictions to implement full retail contestability in gas and electricity in a manner that maximises efficiency and consistency and promotes the convergence of these markets into a competitive national energy market.

An inquiry into fuel taxation policy reported in March 2002.  The Commonwealth Government is planning to release a petroleum products industry policy framework by the end of 2002. 

Australia will continue to work through the APEC Energy Working Group to influence its policy direction and work program. 

The Commonwealth Government’s energy policy priorities for the future are articulated in 'Developments in Australian Industry Policy 2001', which can be accessed online at http://www.industry.gov.au/library/content_library/Industry2001.pdf.



	Licensing and Qualification Requirements of Service Providers


	Natural Gas Pipeline
A Code change brought into operation in November 2000 expands the definition of a Service Provider to include foreign companies that have appointed a local agent in accordance with the Corporations Act 2001.
	Electricity Supply Industry

Licensing and qualification requirements for service providers who are intending to enter the Australian electricity industry are largely subject to State and Territory based requirements.  

Service providers intending to operate in the National Electricity Market will also be subject to the market registration requirements outlined in the National Electricity Code administered by NECA and to State and Territory based licensing requirements.

Foreign and domestic service providers are subject to the same licensing requirements in the Australian electricity industry.  Foreign service providers, however, are required to have an Australian outlet.

For details on relevant State and Territory licensing requirements, please refer to the relevant State and Territory websites:

· NSW: http://www.doe.nsw.gov.au/sitemap/index.htm.

· Victoria: http://www.esc.vic.gov.au/electricity.php@pageid=136.htm.

· Queensland: http://www.nrm.qld.gov.au/mines/.

· South Australia: http://www.saiir.sa.gov.au/site/page.cfm?site_page_id=73&site_nav_id=52.
· Western Australia: http://www.energy.wa.gov.au/html/licensing_and_authorisation.html.

· Tasmania: http://www.electricityregulator.tas.gov.au/licences.html.

· Australian Capital Territory: http://www.canberraconnect.act.gov.au/ie4/cityservices/electwatergas/electricitywaterandgas.html.

· Northern Territory: http://www.nt.gov.au/ntt/utilicom/electricity/licensing.shtml.

For States and Territories where electrical safety is not handled in previously listed agencies, please refer to the following websites:

· Victoria: http://www.ocei.vic.gov.au/.
· South Australia: http://www.energysafety.sa.gov.au/.

· Tasmania: http://www.wsa.tas.gov.au/ess/electric.htm.

Natural Gas Pipeline

Pipeline operators’ licences are issued by State/ Territory governments according to the licensing requirements of each State/Territory.

Licensing principles are outlined in Annex F of the 1997 Natural Gas Pipelines Access Agreement (NGPAA) and includes the principle that “licences to operate natural gas pipelines [are] to be unbundled from any other type of licence any other type of licence and open to all appropriately qualified pipeline service operators.”

Annex D of the NGPAA requires a Service Provider to establish arrangements to ring fence its pipeline business from any upstream or downstream gas businesses.  A Service Provider in respect of a pipeline covered by the Code must “be a legal entity incorporated pursuant to the Corporations Law, a statutory corporation, a government or an entity established by royal charter” (Section 4.1 (a)).  


	Electricity Supply Industry

The licensing requirements are likely to change reflecting the policy priorities in each State and Territory.

Further detail on proposed changes to the licensing requirements may be found in the websites identified under the current operational entry requirements.

Natural Gas Pipeline

The Energy Market Development Working Group, established under the Ministerial Council on Energy (MCE), will examine the potential for streamlining and harmonising jurisdictions' regulatory processes, including making pipeline licensing arrangements nationally consistent.

	Foreign Entry


	No improvements implemented  since the last IAP (see Current Entry Requirements).


	Electricity Supply

Foreign service providers are required to have an Australian outlet.  No additional foreign entry requirements beyond those listed for the Foreign Investment Review Board (see Chapter 4, Investment).

Downstream Petroleum

No additional foreign entry requirements beyond those listed for the Foreign Investment Review Board (see Chapter 4, Investment).

Services Incidental to Mining and Energy Distribution

Australia has made market access and national treatment commitments in this sector.  There are no additional requirements for foreign entrants other than those listed in the generic section.

Natural Gas Pipeline

In the WTO context, Australia has made market access commitments in pipeline transport.


	No further improvements planned (see Current Entry Requirements).


	Discriminatory Treatment/MFN


	No improvements implemented since the last IAP (see Current Entry Requirements).


	There are no provisions in the Australian electricity supply industry, downstream petroleum industry or for services incidental to mining and energy distribution that discriminate between domestic and foreign suppliers.  Foreign entrants are treated on an MFN basis. 

There are no provisions in this sector that discriminate between domestic and foreign suppliers.   Foreign entrants are treated on a MFN basis.  

Natural Gas Pipeline

In the WTO context, Australia has made national treatment commitments for pipeline transport.  The MFN principle is applied.


	No further improvements planned (see Current Entry Requirements).



