ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services

	Chapter 3 (l) : Energy Services

	Section
	Improvements Implemented Since Last IAP


	Current Entry Requirements 
	Further Improvements Planned

	Operational Requirements


	Energy Market Reform
In December 2003 the Ministerial Council on Energy (MCE) announced a suite of major reforms in its Report to the Council of Australian Governments (COAG), Reform of Energy Markets.  
The five key areas identified for further reform include those described below.

1) Governance & Institutions

· The MCE will be the single energy policy decision making body in Australia from July 2004.

· Development of a national legislative framework for the governance of Australia’s energy market on a collaborative basis between the federal and state governments.

2) Economic Regulation

· Establishment of a single national energy regulator, the Australian Energy Regulator (AER) to progressively replace the current arrangement of 13 electricity and 8 gas regulators.

· Establishment of the Australian Energy Market Commission (AEMC) as the national market developer and rule-maker.

· Development of a national approach to energy access for network regulation.

· Establishment of an agreed national and streamlined framework for distribution and retail regulation (other than retail pricing).

3) Electricity Transmission

· Improvement of the planning and development of electricity transmission networks to create a stable framework for efficient investment in new generation and transmission capacity.

4) User Participation

· Enhancement of user participation in energy markets through full retail contestability, demand-side response mechanisms and interval metering.

5) Gas Market Development

· Further increase the penetration of natural gas, including a review of the national gas access regime, joint marketing provisions, access to upstream facilities, and develop principles and market design concepts for a national wholesale gas market.

These new arrangements will promote a more appropriate balance between the development and implementation of energy market rules, industry regulation and general competition regulation.

The reform program is designed to strengthen competition, encourage timely investment, and enhance energy security.  Further details of the reform program are available at www.mce.gov.au/.

Achievements up to July 2004

Progress on implementation of the package of energy market is outlined below. 

· All State and Territory Ministers and the Prime Minister signed the Council of Australian Governments (COAG) Australian Energy Market Agreement (AEMA) on 30 June 2004. The AEMA establishes the new governance, institutional and regulatory arrangements for the Australian energy market. 

· Legislation was passed by the Australian Parliament on 25 June 2004 to establish the new regulator, the Australian Energy Regulator (AER).  The AER will progressively replace the current arrangement of 13 electricity and 8 gas regulators. It is intended that the AER will have an operational capacity from the end of 2004 and be fully operational in early 2005.

· The South Australian Parliament passed legislation creating the Australian Energy Market Commission (AEMC) on 1 July 2004. The AEMC will be the national market developer and rule-maker.

In June 2004 the Australian Government released ‘Securing Australia’s Energy Future’, a long-term framework for the development of energy policies and approaches.  The Framework is based on the themes of prosperity, security and sustainability and is available at www.pmc.gov.au/energy_future.
Electricity Supply Industry

In the first half of 2004, Queensland extended contestability to 100 MWh/p.a. threshold.

Natural Gas Pipelines

Full retail contestability has been implemented in New South Wales, Victoria, Western Australia, South Australia and the Australia Capital Territory, where household users are able to choose their gas supplier.
	Ministerial Council on Energy (MCE)

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 (MCE) to oversee the development of a coordinated policy approach.  The Council's mandate covers electricity, gas and issues associated with the upstream segment of the liquid fuels industry.  COAG also reaffirmed its commitment to national energy market reforms.
More information regarding the National Energy Policy Framework and the Ministerial Council on Energy is available at: http://www.mce.gov.au.  MCE has identified a set of priority tasks for Ministerial attention which target:

· energy market reform;

· energy security; 

· energy efficiency; and

· renewable and distributed energy.

Electricity Supply Industry

Australia is currently moving towards a single national energy regulator, the Australian Energy Regulator (AER), to replace the existing arrangement of 13 electricity and 8 gas regulators. This arrangement will streamline the requirements currently in place for service providers intending to enter the Australian electricity sector. Until the AER is fully operational, the following regulatory requirements will continue to apply:

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

· economic regulation (largely network businesses); and

· State and Territory 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.  

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/, and also from NEMMCO: http://www.nemmco.com.au/.

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

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/
· Queensland: http://www.qca.org.au/
· South Australia: http://www.escosa.sa.gov.au
· Tasmania: http://www.energyregulator.tas.gov.au/
· Victoria: http://www.esc.vic.gov.au/
· Western Australia: http://www.era.wa.gov.au/
· Australian Capital Territory: http://www.icrc.act.gov.au
· 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 and Territory governments’ websites for further details.


	Energy Market Reform

Reforms announced by the MCE  in December 2003 (see “Improvements”) are to be implemented in the period 2004 to 2006. 

The next steps in the implementation of the reform agenda include:

· conferring powers and functions on the Australian Energy Regulator (AER) and the Australian Energy Market Commission (AEMC);

· development of a national approach to energy access for network regulation; 

· improvement in the planning and development of electricity transmission networks to create a stable framework for efficient investment in new generation and transmission capacity;

· creation of a national and streamlined framework for distribution and retail regulation (other than retail pricing);

· development of policies to enhance user participation in energy markets through mechanisms such as full retail contestability, demand-side response mechanisms and interval metering; 

· expansion of the Ministerial Council on Energy’s (MCE) gas market development program;

· development of a policy paper on the principles and market design concepts for a national wholesale gas market; and

· MCE’s response to the Productivity Commission’s review of the national gas access regime.

Electricity Supply Industry

Service providers in Tasmania will be required to meet NEM operational requirements once the State enters the NEM (expected during 2005).  
Natural Gas Pipelines

A new distribution network is being rolled out over a seven year period in Tasmania and customers will become contestable accordingly.
The Queensland Government has conducted a cost-benefit analysis of introducing retail contestability for householders and decided to postpone implementation pending further review.


	Licensing and Qualification Requirements of Service Providers


	Electricity Supply Industry

The Ministerial Council on Energy agreed, in December 2003, to establish two new statutory commissions.  These will take over the functions of NECA and the NEM-related functions of the ACCC.  The new bodies are 

1. the Australian Energy Market Commission  (AEMC) – responsible for rule-making & market development; and

2. the Australian Energy Regulator (AER) – responsible for market regulation.


	Electricity Supply Industry

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

Service providers intending to operate in the National Electricity Market (Victoria, NSW, Queensland, SA & ACT) are subject to the market registration requirements outlined in the National Electricity Code, currently administered by NECA, and to State and Territory licensing requirements.  

All market participants must be registered with National Electricity Market Management Company Ltd, NEMMCO, (http://www.nemmco.
com.au) pursuant to the National Electricity Law.  Foreign and domestic service providers are subject to the same licensing requirements in the Australian electricity industry.  Foreign service providers 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 below.

· New South Wales: http://www.doe.nsw.gov.au/sitemap/index.html/
· Queensland: http://www.nrme.qld.gov.au/energy/index.html
· South Australia: http://www.saiir.sa.gov.au/site/page.cfm?site_page_id=73&;site_nav_id=52
· Tasmania: http://www.electricityregulator.tas.gov.au/licences.html
· Victoria: http://www.esc.vic.gov.au/
· Western Australia: http://www.energy.wa.gov.au/html/licensing_and_authorisation.html
· Australian Capital Territory: http://www.canberraconnect.act.gov.au/cityservices/electwatergas.html
· Northern Territory: http://www.nt.gov.au/ntt/utilicom/electricity/licensing.shtml.

Natural Gas Pipelines

State and Territory governments issue pipeline operators’ licences according to the licensing requirements of each jurisdiction.

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

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)). 

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

The Ministerial Council on Energy has agreed to a series of energy market reforms that will be developed in 2004−2006.

Further detail on licensing requirements may be found in the websites identified under Current Entry Requirements.

Natural Gas Pipelines

The MCE intends to develop fundamental principles for a gas market by the end of 2004 and agree to a gas market development plan in 2005.



	Foreign Entry


	No improvements implemented  since the last IAP.


	Electricity Supply

Foreign service providers are required to have an Australian outlet.  There are 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 Pipelines

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


	No further improvements planned.


	Discriminatory Treatment/

MFN


	No improvements implemented since the last IAP.
	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. 

Natural Gas Pipelines

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


	No further improvements planned.
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