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AGREEMENTS ON RELATED REFORMS



Electricity

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� Forum5 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, South Australia, 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) if 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 South Wales, 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 South Wales, Victoria, South Australia 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. 6

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 Agreement which 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 South Wales, 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
South Australia 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.
South Australia 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 MNC 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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5. 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.

6. 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.

7. 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.

8. 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.

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

10. 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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11. 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:

1. 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 South Wales 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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(c) that where national pricing oversight is undertaken, a general body like
the Prices Surveillance Authority or its successor be utilised;

(d) 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;

(e) 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;

(f) 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);

(g) 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

(h) 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.

3. 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.

4. 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
of Australian Governments meeting on:

(a) options and desirability for reducing the initial 10MW threshold for
customers permitted to participate in the competitive electricity market
(noting that Victoria has considered lowering this threshold to 50[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   19 August 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:

(a) 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.  It is intended 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;

(b) 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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� 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;

(c) 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

(d) 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:

(a) 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;

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

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

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

(iii) 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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(c) transition arrangements are to be developed on the basis of the
earliest practicable achievement of each of the objectives of the
fully competitive market;

(d) 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

(e) 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.

3. 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:

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

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

(ii) 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;

(iii) in view 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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(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

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

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

(c) 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:

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

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

(iii) 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 in relation to customer market thresholds that:

(a) 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,

(b) 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   12 April 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) 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 the ACT) 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
of the Code as an industry access code for the purposes of Part
IIIA 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;



Agreements On Related Reforms

Page 65

- 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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�����	�������	���������������������	��
$$���	
��������	��������$$	�$	����������������	������	��	�����	��
$$���	��������	�����
���������$���������������������������������������<6;#
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.# (����������
�� ���	������������
�������	��������	��������������������������	�$���
�	����	���	�
������$��������������������$����	���$	��$���� �����
	�������$�$�����
��	 ��������������������������������������	���	��=

:�; ���	����������	������������������
�����������������������������I�	���������J
$	�������:���������������������������������������	%����
����������
���;
���	�����	������ �������������� �����������$�$���������
�����������	����
���
	���	�������	 �����$	� ��������������
�����	�����������
�����
�� �	����������������������	������������������
�������������������������
$
���������	���A

:�; ����	�������	���������$$���������$�������������
����
�����	���������������
������������
	�������������0	��������=

> ������������
�����	����������������	����������������������
�$����
	�������������	�������<��	���
���$�	����	A

> �������������$�	�����	��������	������������	�������������	��������
��	�������'<���	����������������������������
��$�	������	��	���
������	����������	�$	� �������������)�$��������	 �����:�
��������
� ���������	�������/<���	�;A

:�; ����$�$��������	 �����$�	���	���������������	�
��������$����� �������	
$	�������)	��$���� ��B��	���	������
���������	��$����������������	������
�����������������������	���������������������	������������������	�
�������	����������	�����$	����������$
���������	�����	�����A

:�; �������	����������� ���������������	���	�����������������������������
����
	��������	%�����	
��
	��������������������$������������$�������
�����	�������������������	��	��
���$����	���������	����������������������
���$�����������	�A����

:�; ���	�����$	������ �	�����������������$���������������	��	���������
�����	�
� �	������
	�������������$	�$������	�������#

3# (����������
�� ���	������������
�������	��������	�$	� ������������
	������
$�$��������	 ��������������	�$�����	����	���	�
������$��������������������$����	��
$	��$���� �����
	�������$�$��������	 ��������������������������������������	���	��=

:�; ����$�$��������	 ������������$	� �������	�
�����������	�����$�$�����
�����	%������������	�1
�	��������������� ���$������ �	��������������
$�	��������	��	��������� ���������������$�������������	������A
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:�; ���	���������	������%��������������������������������������
�� ���	�������
����$�$�����������	%��������������� ���$��������������������������
��$�������������	������A

:�; ����$�$��������	 �����$�	���	���������������	�
��������$����� ��$
����
�����	�$	�������$	��$���� ��
��	���	������
������������	����������
�������������������	���������������������	������������������	���������	��
�������	�����$	����������$
���������	�����	�����A����

:�; ��������
�� ���	������������������������$�	�������������	�������'<���	��
����������0	��������#

����8���9�)$��&$�%���$�$/��&

&�������������	�1
�	��������������������������������������������������	�1
�	���������
�������	�����������	������������	����������	��	�����������:��	�����$�������
��	������� ��� 	��� �� ��������� �� �	� 	��
����	�� ��		��	�� ��� ����� ����	0� ���
���	�0�
	�������������	����������;#

-$����������������)�	�������	��������������������K���������)	����$���=

# K������������$�	�������
	�������$�$�������������
��
�������	�����������	���$�
����������������$�����������$$	�$	�������1
��������$�$��������	 �����$�	���	�A

.# K���������������������
�������	���	�������������	
�������	��$�	���������$�$������
�������
������� �	�������������������	%�����������������$�$�����A

3# �������������������������������	 ���������$�	���	�����$	� ���A

�# H�0$����������������	0���������������	��	�����
$$����������������������
�
�����	�����
����������������������$�	���	����������������	���$�	��������������
�����������������	�1
�	��������������	��� ���������	%��$�	������$	����
	��
:�������������
�����	���������
�����	�������	���������������������	��
$$���	
��������	��������$$	�$	����������������	������	��	�����	��
$$���	��������	�����
���������$���������������������������������������<6;A

'# K��������������������������
�����������������������������
�����	����������
���
	�������$�$�����������	%#��&������������
��������������������
���	��%�
����	��	������������������������������	�$����	�����������������	%A

"# &��	�����������
����	���$�	����������������0��%�������������������	�
���$
����
���������������������
������������	����������#
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-�	$�������&&���"��;�"$�&���"��//���&�;�"$�&�9�$&	�$��	$����$/��$��&

� 1
�����"��� ���� 2����#�
����#��� ��� ���
������ ��� ���� ���� ��������� �����
���� �"������ 	������ ���
������ ������
�����
�����������������������������������#������������
�
�������

Jurisdiction Function Code Body Appeal

NSW CAB NCC

CDM NSW/Commonwealth
Minister

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

Regulator IPART/ACCC1 Judicial review - Federal Court Admin
Appeal - [Australian Competition Tribunal]

Arbitrator IPART/ACCC1 Judicial Review - Federal Court

VIC CAB NCC

CDM VIC Minister Judicial review - Federal Court Admin
Appeal - [Australian Competition Tribunal]

Regulator ORG Judicial review - Federal Court Admin
Appeal - ORG Appeal Panel

Arbitrator ORG Judicial review - Federal Court

QLD CAB NCC

CDM QLD Minister Judicial Review - Supreme Court (QLD JR
Law) Admin appeal - QLD Gas Appeals
Tribunal

Regulator QLD Competition
Authority (QCA)

Judicial Review - Supreme Court (QLD JR
Law) Admin appeal - QLD Gas Appeals
Tribunal

Arbitrator QCA Judicial Review - Supreme Court (QLD JR
Law)

SA CAB NCC

CDM SA Minister Judicial Review - Federal Court Admin
Appeal - SA Gas Review Board

Regulator SA Independent
Pricing & Access
Regulator

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

Arbitrator SA Independent
Pricing & Access
Regulator

Judicial Review - Federal Court
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0 	�+3� ���� ������ ��� �� ������ ���
������ 4������ 5$6�� ��� 5$	6+7� ���� ���� ��������-1
�����"��-2����#�
���
�����
�����"������ �	���������
���������	�+-����������������������
����!!������������������������������
������#������������
�
��������

Jurisdiction Function Code Body Appeal

WA CAB NCC

CDM WA Minister Judicial Review-Supreme Court Admin
appeal - A WA appeals body

Regulator A WA independent Judicial Review-Supreme Court Admin
appeal - A WA appeals body

Arbitrator A WA independent
regulator

Judicial Review-Supreme Court

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/C’wealth
Minister2

Judicial Appeal - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Regulator IP&RC/ACCC2 Judicial Appeal - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Arbitrator IP&RC/ACCC2 Judicial Appeal - Federal Court.

NT CAB NCC

CDM NT Minister Judicial Appeal - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Regulator ACCC Judicial Appeal - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial Appeal - Federal Court.
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�� ��� ��������������������
��	�����	
�

����������	���������

� ��!��������������� 	����
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��$%&'( ���������
��	�����������$��!(

Jurisdiction Function Code Body Appeal

NSW CAB NCC

CDM Commonwealth
Minister

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

Regulator ACCC Judicial review - Federal Court Admin
Appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial Review - Federal Court

VIC CAB NCC

CDM Commonwealth
Minister

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

Regulator ACCC Judicial review - Federal Court Admin
Appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial review - Federal Court

QLD CAB NCC

CDM Commonwealth
Minister

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

Regulator ACCC Judicial Review - Federal Court Admin
appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial Review - Federal Court

SA CAB NCC

CDM SA Minister Judicial Review - Federal Court Admin
Appeal - SA Gas Review Board

Regulator ACCC Judicial Review - Federal Court Admin
Appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial Review - Federal Court
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Jurisdiction Function Code Body Appeal

WA CAB NCC

CDM WA Minister
Judicial Review-Supreme Court
Admin appeal - A WA appeals body

Regulator
A WA independent
regulator

Judicial Review-Supreme Court1

Admin appeal - A WA appeals body1

Arbitrator
A WA independent
regulator

Judicial Review-Supreme Court1

TAS CAB To be determined

CDM To be determined To be determined

Regulator ACCC
Judicial review - Federal Court
Admin appeal - [Australia Competition
Tribunal]

Arbitrator ACCC
Judicial review - Federal Court
Admin appeal - [Australia Competition
Tribunal]

ACT CAB NCC

CDM
Commonwealth
Minister

Judicial review - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Regulator ACCC
Judicial review - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial review - Federal Court.

NT CAB NCC

CDM NT Minister
Judicial review - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Regulator ACCC
Judicial review - Federal Court.  Admin
appeal - [Australian Competition Tribunal]

Arbitrator ACCC Judicial review - Federal Court.

� 	!!�������"���������������!!�����������"�����8��������+���!��������������8�����������������!!������#�������� �#��
���������������������!!������������������������9�"������#���� ����������������
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��������	�
�����������	�������	����	��������	����������������������������
�����	 �	���	�����������
!��"�����	���������#�����	���	 �����������	�	�������
��������$��� �������������	��������������%���������&����������������	����	�������
���������#�����������	���������	��������� �������������������	 ��������	��������#��
��� �������� �	����!��"��������	� ��������� �����	�������'������(����������������	����
��	������	������������������ �����������������%�	������������	�����  ����������#��

�
��������������  ����������#��
������������������	 ��	�������� 
�	����#����
�)**�!

"�����	��������	#�	�������������	��������	������!������������ ��+����� 	����,����
�����	 �	�	���"	��	��	�	����������������	��������� ������������	�����������
��	�
�������������������	� �����������������	�����!��,�������������������������	�����
������	����-���������	�����������
��������	���	�(����������  ��������������������
	#	� 	�� ��
�������	���	 ���������������	�� ��	�����������	 �	�(��������	���	����
�������������!

"������� ����.�	���������� ����/�0��	
����������	��������������������������
��� �����	���������	�����������
��������!��"��������������� ��	�����������	����������
	��	��������������������	���������	
�����!

0	
�������������������������	������������������������%)***����  ����������
,�	����	���"������������������#� 
���� ����������������	��������	������������������������
	�������	��	� ���������������������	 �	���	�����������
�	��������������������	�
���������	�����������	�
������������������	�������������������1������������
2-��������������������3	 �	�����4�������	�������%1���#��
�5�����������$�����	�

���.&!

0	
������������������������	���������������������)**�6*)����  �����������,�	���
	���"�������������#������  ������������	�������������������  
������#���	  �����
	��������������	���!
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���������������� 	���������	��������������� ��
�������	���	��������  ��������������7

���� 0���� 8�5�����������)

���� 4� ������ 9%��:�������;

���� <��	�� ).������	�
����

���� �	�����	 ������� ����.

�14��/= <��	�� )8������	�
����9

2-��	��������	����������	�����������
������������������������'���������	�����������
���������	���������������� ��!��� ������#�������������� �#	����-��	�����������
	��	��������������0�����4�������>�� ���������<�	��������#������������*������	�

���8���#�������	����������!

"���)8������	�
����9��14��/=����������������������� �������������	�� ��	����
���������������������������,��	��������	���������	 ���������	��������������������
	������	���	����������	 ��������������-��������������#��
�	��������'����������
��������	����!���14��/=��	����������������	����������� ���������������������
�
������	�������	������������/��>��	�������������(������������>��� ��	�����������  
���������#��
!

����������	
�����������������

"��������� ���������	���������������	�������	�����������	��������������������	����	��	
����������	���������#��������	���	 �	������������������������������ ��
���#� ������
	���������������	 ���	���,�	��?"�������
� �#� !��"������� ���������������������������
	�����#��������	 �������	�������������������	����������	����	 ��	���������������	��
���	���	������������������	  � �#� �������#�������!��"����������
������������	������
2�� ����	  
�,���	��	� ��5�#� ����������������	#��	 ����������������	����������
�������	��������������	��������������	���	������������	�����	�����	�� ��
�����	���
����� ��������������������������������������������������!

"��������� �	�����������������	�	��������	��������������������-����������������
����������	������� 	
������������	��	������	 ��	���������	��	��	�����������������������
������������	��������������������#������������������
�	��	�!

��������������������������������

�����'�������	������5�����������)�������������������� ������#���	������������
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������	 �������������������	������� 	
������������	��	������	 ��	�������!��"���������
��������	������ ������������	��������	�������������������������	  ��	�����	��������
	���������������������
��������	������  ���������	������������	�����#��������	 ���������
����������#��������	�����������	��	���������	����������#���������������������
������!

"��������� ��	������������	�����	������������������������	 �������	�������������
��	���������#� ���	�������������	����	��������	���������������������	�������	��	� �
���������������	�����������
���������	�������	����������	����	���������������������	 
	����� ��
���#�����
���	���-�����	����������,�	����	���"����������!��"�������������	 �����
	�������������������� ���������������� ���������	 �	����#���������	���4��������	 
������ �����������������������������������	������	���	���������������	� �����
��� �����	����!��"����������������������� �������������������������	������
�<�	�����
��#��������	��������-����������������������� !

������������	������������� ����!

"��������� ������������	�����������������@����������������@	����1��������0� ��

��� ������	����	��������	�������������������������	�������	��	� ���������������������	 �	�
�	�����������
!��"�����������	���������������������
����������� �	������:�������;
�������!
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����!

� ��������
	����	���%&��
	� 
�!�����'""�	�(�#!�	����)�	���"�����*�"	+
����,�
$�-�����	���"���
�	���'!"	
�#������	�
�.��!"	
$
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"���"	���������	 ����	��	������������������������	�����
������������(������������
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�	������
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���� ��� 
�����	��������������������'�����������������!
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�	#�����	����������������� ������������� ��!
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����� ��������������	�����#	 �	������� ����	
�����������������	����(���������	�������������!
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�	���	 E!

.! "�����#�	� ���	��	����������������� ������#����	�� �	������������	����	 �
�	�����	����	���	��������	��#����������-����	 ��������	-������"21��$������� �����
��������	-&�������������������������������#�������$���	�
&�	����	������#�����
�����������	������������������?��� 	�������$	�����������$;&�	��#�&!��5�#������
���� ���������	��	� �#� ���	����� �������������	 ���	 ������	�������� 	����	
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���	�������
	��	��������������	�� �#� !
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���������(������������������������������������	����(�����������	 ����� 	�������
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��#�	��"����������� ���.�	���8���	�����#��������	 �	����	���	 ��������
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