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Introduction



Item Led by Time

Registration/coffee 0830-0900

1. Introduction DoEE 0900-0910

2. RIS overview DoEE 0910-0930

3. Reform focus 1: When a pipeline should be subject 

to regulation and how decisions to regulate should be 

made

DoEE 0930-0955

4. Reform focus 2: Forms of regulation and movements 

between the alternative forms of regulation

DoEE 0955-1020

Morning tea 1020-1040

5. Reform focus 3: Information disclosure 

requirements

DoEE 1040-1105

6. Reform focus 4: Negotiation frameworks and dispute 

resolution mechanisms

DoEE 1105-1130

7. Regulatory impact assessment PwC 1130-1155

8. Next steps and wrap-up DoEE 1155-1200

9. Close DoEE 1200

Agenda



RIS overview



• A RIS is a document and underlying process:

- required when regulatory options are being considered to address 

potential problems.

• A COAG RIS considers:

- whether there is a problem that requires Energy Council action to solve

- if there is a problem, what are the objectives for action

- options to address the problem (must include status quo)

- costs and benefits of each option

- stakeholder feedback

- the preferred option and why

- implementation and review.

What is a Regulation Impact Statement (RIS)?



Consultation RIS 

• Purpose is to facilitate consultation on:

- the problems

- the policy options for addressing the problems

- the costs and benefits that are likely to be associated with each 

option.

Decision RIS

• Purpose is to identify the option that yields the greatest net benefit to 

the community.

A RIS is developed in two stages



• On 10 August 2018 COAG Energy Council tasked SCO to develop a 

RIS to examine:

- the tests used to apply the appropriate level of regulation to gas 

pipelines (e.g. the coverage test, form of regulation test) 

- the number and forms of regulation (i.e. full regulation, light regulation 

and Part 23)

- the governance arrangements.

• On 19 December 2018 Council agreed a Terms of Reference

- Includes the scheduled review of Part 23:

o When Part 23 was implemented, Energy Council agreed it would 

be reviewed after 2 years.

Why develop a RIS for pipeline regulation?



• An effective and integrated regulatory framework.

• That supports the National Gas Objectives and Energy Council’s 

Vision for the Australian Gas Market.

• And is fit for purpose, targeted and proportionate to the problems 

identified.

What is the objective of any Energy Council 

action arising from the RIS?



• Developed for SCO by a working group with members from most 

states and territories, Commonwealth,  AEMC, ACCC, AER, ERA.

• Informed by:

- AEMC 2018 review

- GMRG advice to Energy Council on light regulation

- GMRG/ACCC advice on Transparency Measures

- ACCC Gas Inquiry

- NERA economics international review of pipeline regulation

- Brattle Group assessment of usability of  Part 23 financial information

- Oakley Greenwood Part 23 shipper survey.

How has this RIS been developed?



• Review of the scope of regulation applied to 

covered pipelines.

• Coverage test is no longer acting solely as a 

test for whether regulation should be applied: 

- It now operates as a test of which form of 

regulation should be applied.

AEMC 2018 review

- May result in an inappropriate level of regulation. 

• Review recommended a large number of changes, many of which 

have already been implemented.

- Some recommendations not addressed, mainly relating to the 

negotiating framework and coverage test/forms of regulation.

- These are considered as part of this RIS process.



• Compared how pipelines are regulated in 

Australia, NZ, US, Canada, UK and EU.

• Some of the findings include:

NERA International Review

- Australia’s coverage test is unique, with other countries regulating 

pipelines by default.

- While exemptions are available in some countries if there is a lack of 

market power, there are few, if any, examples of major transmission 

pipelines becoming deregulated due to not having market power. 

- Pure negotiate – arbitrate (i.e. without reference tariffs) is not used 

outside Australia.

- Prices for all primary capacity services are typically regulated, and 

access is generally provided on non-discriminatory terms.



GMRG advice on light regulation

• Retention of light regulation in its current form could 

be to the detriment of shippers:

- Information disclosure requirements do not 

adequately address the information asymmetries 

shippers face.

- Insufficient guidance is provided on how an 

arbitration would be conducted.

- Arbitration mechanism does not provide for a timely 

and cost-effective process to resolve disputes. 

• Even if these issues were addressed, problems 

would remain if light regulation were retained.

• Recommended removing light regulation and 

amending Part 23 to:

- adopt light regulation additional ‘safeguards”

- allow for joint access dispute hearings.



• Scheme pipelines should be subject to the same 

price and financial reporting obligations as non-

scheme pipelines.

• SCO should consider whether all non-scheme 

pipelines providing third party access should be 

required to publish standing prices.

- Small and single-user pipelines are currently 

exempt.

• ACCC should examine the adequacy of 

weighted average prices published by non-

scheme pipelines.

ACCC-GMRG transparency advice

December 2018 Joint ACCC-GMRG 
recommendations



• ACCC had concerns about:

- the quality of information published and potential non-compliance of 

some service providers with information disclosure obligations

- the potential misuse of preliminary enquiry process which avoids 

timeliness of access requests

- smaller shippers may pay more for services due to arbitration being 

a less credible threat.

• Recommended range of improvements to Part 23 to:

- pose more of a constraint on the behaviour of service providers

- improve the quality, reliability and accessibility of information.

ACCC Gas Inquiry 2017-20 ( July 2019)

• Reviewed the operation of Part 23:

- Contracting environment has improved.

- No evidence found in service providers’ internal 

documents that Part 23 had deterred investment.



• Review of financial information reported by 14 non-

scheme pipelines. 

• In short, found that financial information could help 

shippers calculate some cost-based pricing 

benchmarks, but some deficiencies with the 

information could limit its usefulness.

Brattle Group Review

Usability of Part 23 Financial Information 

• Recommended:

- some changes to the Financial Reporting Guideline for Non-Scheme 

Pipelines and reporting template

- service providers indicate whether expected future capital 

maintenance requirements are likely to be in line with, significantly 

above or significantly below recent history reflected in their RCV

- service providers report on the amount of available capacity.



• 33 existing and prospective shippers surveyed on:

- information disclosure requirements

- access request and negotiation provisions

- arbitration process and pricing principles.

Oakley Greenwood Part 23 survey

• Shippers were generally satisfied with most elements of Part 23.

• Some respondents noted it had provided service providers with an 

incentive to behave more commercially.

• In general, responses suggest that negotiating access under Part 23 

is more costly than under full regulation.

• Respondents suggested improvements to:

- make the information more accessible, usable and address perceived 

deficiencies

- provide the arbitrator with more guidance on how the asset value, rate 

of return and shared costs should be calculated.



Effectiveness of Part 23

• How effective to you think Part 23 has been? Does it:

- Allow shippers to make more informed decisions about whether to 

seek access and about the reasonableness of offers?

- Reduce information asymmetries and address the imbalance in 

bargaining power that shippers can face?

- Facilitate timely and effective commercial negotiations?

- Provide a credible threat of arbitration?

- Enable efficient resolution of disputes?

• Do you think any changes are required to Part 23 to better 

facilitate access at competitive prices, terms and conditions?

Questions



• Focus 1: When to regulate – tests

- Which pipelines should be subject to any form of 

regulation (and which not)?

• Focus 2: How to regulate – forms and test

- Once a decision has been made to regulate, what sort 

of regulation should apply?

• Focus 3: Information disclosure

- Is the information adequate to support shippers?

• Focus 4: Negotiation and dispute resolution

- Do frameworks support effective negotiation and 

dispute resolution and is the threat of arbitration a 

credible check on market power?

Key potential problems identified in the RIS

Raised by 

AEMC

GMRG advice 

on light 

regulation

Raised by 

ACCC, Brattle, 

Oakley 

Geenwood

Raised by 

AEMC, ACCC 

Oakley 

Greenwood



Reform Focus 1

When a pipeline should be subject to 

regulation and how decisions to regulate 

should be made



When to regulate: Current arrangements 



• Threshold for economic regulation (i.e. all pipelines providing third 

party access) may result in over-regulation.

- No test for market power or exemption when market power is lacking.

• Regulation of pipelines with a greenfield exemption may distort 

investment.

- Part 23 applies to greenfield pipelines.

• Using the coverage test for third party access decisions may result in 

under-regulation and inefficient use of pipelines.

- Test is focussed on an increase in competition.

• Governance arrangements for the current test for regulation may 

result in unnecessary costs and delays. 

- Duplicative – two separate assessments using the same criteria.

When to regulate: Potential problems



• Option 1: Maintain the current approach.

• Option 2: Amend framework to allow pipelines providing 3rd party 

access to obtain an exemption from regulation if they:

- lack market power; or

- are a Greenfield pipeline. 

• Option 3: Maintain the current approach (with change to test);

- all pipelines providing 3rd party access regulated; and

- a mechanism to require those not providing 3rd party access to do so.

o Compared to Option 1, the test would change to a market 

power/NGO test (next slide).

• Option 4: All pipelines to provide 3rd party access on a non-

discriminatory basis.

- No requirement to disclose information until access is sought. 

When to regulate: Options



• First proposed by the ACCC in its 2015-16 Gas Inquiry.

• The relevant decision making body to be satisfied that:

- the pipeline has substantial market power; and

- regulation will or is likely to contribute to achieving the NGO.

• Option 2 & 3 - test used to assess whether: 

- a pipeline not providing 3rd party access should be required to do so

- a greenfield exemption should be granted.

• In addition, under option 2 - test used to assess whether:

- a pipeline providing 3rd party access lacks market power and should 

be exempt from regulation. 

Market power-NGO test: Options 2 and 3 



Currently

• Two step process, both the National Competition Council (NCC) and 

relevant Minister, in effect, assess whether coverage criteria are met.

• Option 1 maintains this approach.

Option 2 and 3 propose

• A one step process.

• A single body makes the decision (ACCC or AER/ERA identified as 

options).

Governance arrangements: Options



• Greenfield exemptions introduced in response to the Productivity 

Commission Review (2004).

• Have only been sought by the LNG producers in eastern Australia.

- Many other new pipelines have been built which have not sought an 

exemption. 

• Decision to exempt pipelines was made up to 4 years after FID       

(4 out of 5 cases).

- Suggests those pipelines would have been developed anyway.

Additional issues: Greenfield exemptions

Why so infrequently sought?



• Like greenfield exemptions, CTP provisions are designed to reduce 

the risk that regulation may pose to greenfield investments.

- Also provide for competitive outcomes for shippers.

• CTP provisions allow price and terms and conditions to be locked 

into an approved AA for the tender period.

• Has only been used twice successfully.

Additional issues: Competitive Tender Process 

Why so infrequently used?



When to regulate: Options

Problem Option 1 (Status 

quo)

Option 2 Option 3 Option 4

When to 

regulate

Maintain the current 

approach, with: 

 all pipelines 

providing 3rd

party access 

subject to some 

form of 

regulation

 a mechanism 

available to 

require those 

not providing 

3rd party access 

to do so.

Amend framework to allow pipelines 

providing 3rd party access to obtain an 

exemption from regulation (but not from the 

basic information disclosure requirements –

see below) if:

 the service provider can demonstrate 

the pipeline does not have substantial 

market power (this exemption could be 

revoked if conditions change and the 

service provider can no longer 

demonstrate it does not have market 

power)

 the pipeline has obtained a 15-year 

greenfield exemption.

Maintain the current approach for seeking 

access to pipelines that are not providing 3rd

party access. 

Maintain the current 

approach, with: 

 all pipelines providing 

3rd party access 

subject to some form 

of regulation 

 a mechanism 

available to require 

those not providing 

3rd party access to do 

so if they pass the 

test for regulation.

Require all pipelines to 

provide 3rd party access on a 

non-discriminatory basis.

Test for 

regulation

Retain the existing 

coverage test.

Replace the coverage test with the hybrid market power-NGO test that 

would require the decision-making body to be satisfied (see Box 7.6): 

 the pipeline has substantial market power 

 regulation will or is likely to contribute to the achievement of the 

NGO.

n.a.

Governance 

arrangements

Retain the existing 

governance 

arrangements 

(NCC/Minister).

Accord a single organisation (either the ACCC or the AER/ERA) 

responsibility for deciding when a pipeline should be regulated or exempt 

from regulation.

n.a.



Reform Focus 2

Forms of regulation and movements 

between the alternative forms of 

regulation



Intrusiveness Regulatory response Description

No regulation Government intervention is limited to establishing institutional arrangements for 

competitive markets and setting competition law, the latter of which works on an 

ex post basis to, with competitive markets, facilitate socially optimal outcomes.

Price monitoring Regulatory requirements for the disclosure of information around prices and 

potentially quality over time. More focused on assessing trends and relative 

performance (where multiple firms are subject to price monitoring).

Information disclosure Regulatory requirements for the public disclosure of key information. This provides 

incentives for firms to improve performance, and allows the regulator and/or 

customers to hold firms to account.

Negotiate-arbitrate Individual customers negotiate with service providers to determine the price and 

non-price terms and conditions of access (often supported by information 

disclosure). If negotiations fail an independent arbitrator (commercial arbitrator or 

regulator) can be called on to resolve the dispute.

Negotiated settlements Customers jointly negotiate with service providers to determine the prices and 

non-price terms and conditions of access, which may be facilitated by the 

involvement of the regulator. Once an agreement (negotiated settlement) is 

reached, it is approved by the regulator.

Negotiate-arbitrate with 

reference tariffs 

determined by regulator

The regulator determines reference tariffs for key services on an ex ante basis, 

which can then be used as the basis for negotiations by individual shippers. If 

negotiations fail the regulator can be called on to resolve the dispute.

Price control The regulator directly sets the prices and non-price terms and conditions of access 

on an ex ante basis (and potentially other metrics, such as quality thresholds).
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Forms of regulation: Spectrum of forms 
RIS, Table 8.1



RIS, Figure 8.1

Forms of regulation: How forms map on the spectrum



RIS, Figure 3.2

Form of regulation test: Current arrangements



• Coverage test was not designed to decide what type of regulation 

should apply (e.g. Part 23 or full regulation).

- Could result in under-regulation and make shippers susceptible to 

market power, or over-regulation. 

• Current forms of regulation are inconsistent and overlap.

- Increases the complexity and administrative burden for regulators, 

shippers and service providers.

• Current forms may not adequately target dynamic market power.

How to regulate: Potential problems



• Option 1: Retain existing 3 forms of regulation:

- Full + Light + Part 23.

• Option 2 and 3: Adopt two forms:

- heavier handed regulation—based on the existing full regulation

- lighter handed regulation—based on a strengthened Part 23.

• Option 4: Adopt two forms:

- heavier handed regulation—based on direct price/revenue control

- lighter handed regulation—based on a strengthened Part 23

- With additional measures to address dynamic market power.

Forms of regulation: Options



• Light regulation and Part 23 currently very similar. Main differences:

- arbitration type

- light regulation provides additional protections such as:

o ring fencing and associate contract provisions

o not preventing or hindering access

o not engaging in inefficient price discrimination, etc.

• Options 2-4: Propose a single lighter handed form of regulation:

- Based on Part 23, with additional protections currently in place for light 

regulation.

- In line with GMRG recommendation.

Forms of regulation: Options 

More detail on a new lighter handed regulation 



• Heavier handed form of regulation based on direct price/revenue 

control.

- As is seen in New Zealand and Australia's electricity networks.

- A more direct form of price control such, as price caps on all services, 

or a weighted average price cap. 

• A potential issue is the removal of flexibility, by requiring more 

standardised services to be developed for price setting.

• Unclear whether this form of regulation would yield a different 

outcome to the negotiate-arbitrate model with expanded reference 

services.

Forms of regulation: Options

More detail on heavier handed regulation under option 4



• Do you think there is a case for adopting a different lighter handed 

form of regulation for distribution pipelines? 

• If so, do you think it should be based on: 

- (a) the Default Price Path (DPP) approach used in New Zealand? 

- (b) the negotiated settlements approach used in the US and Canada? 

- (c) another form of regulation? 

Forms of regulation: Distribution pipelines



• Option 1: Retain existing arrangement:

- Coverage test acts as gateway to either full or light regulation.

• Options 2, 3, 4: Remove the coverage test and use the 

existing form of regulation test for form of regulation 

decisions. 

Form of regulation test: Options



• When determining what form of regulation should apply to a covered 

pipeline, the NCC is required to consider: 

- the likely effectiveness of full and light regulation in promoting 

access to the services provided by the pipeline, and 

- the costs that may be incurred by an efficient service provider, 

efficient users and prospective users, and end-users. 

• In doing so, the NCC must have regard to the form of regulation 

factors, the NGO and other relevant matters:

- Factors include barriers to entry, network externalities, countervailing 

power, presence of substitutes and elasticity of demand, adequacy of  

information.

Form of regulation test: Options

Detail on the form of regulation test



• Option 1 and 2: Retain the existing approach:

- regulator can monitor light regulation negotiations only

- otherwise, the Regulator is treated like an ‘interested person’ in terms 

of being able to apply for a form of regulation assessment.

• Option 3 and 4: Require the Regulator to monitor the behaviour of 

service providers, with a more explicit referral role:

- could involve monitoring service providers’ prices, service quality, 

financial information, the outcome of access negotiations and, where 

relevant, dealings with associates and ring fencing arrangements

- more explicit role in referring pipelines for a form of regulation 

assessment if it suspects market power is being exercised.

Governance arrangements: Options

Monitoring and referral functions



• As per previous slide on the test for regulation.

• Option 1: Maintain current approach.

• Options 2,3: A single body would be responsible for form of 

regulation decisions and coverage decisions:

- These options propose a one step process for coverage decisions.

• Option 4: A single body would be responsible for the form of 

regulation assessment:

- All pipelines subject to regulation, so no coverage test.

Governance arrangements: Options



• Dynamic market power involves existing pipelines exerting market 

power over new capacity to block competition from other pipelines 

over time. Could involve:

- restricting or denying interconnections (e.g. by charging excessive 

prices to do so)

- pricing new capacity below the incremental cost (existing shippers 

cross-subsidise new capacity). 

• Under option 4, all pipelines would be required to: 

- comply with new interconnection principles.

o More explicit right of interconnection - subject to interconnecting 

party bearing the cost and other principles (safety, technical, etc).

- use incremental pricing where the cost of new capacity would otherwise 

result in the price of existing capacity increasing.

How to regulate: Dynamic market power



How to regulate: Options

Problem Option 1 (status quo) Option2 Option 3 Option 4

Forms of 
regulation

Retain the existing forms of 
regulation (i.e. full, light and 
Part 23).

Adopt the following forms of regulation:
• Heavier handed regulation - based on the 

existing full regulation approach (i.e. 
negotiate-arbitrate with reference tariffs set 
by the relevant regulator and a regulatory-
oriented dispute resolution mechanism)

• Lighter handed regulation – based on a 
strengthened Part 23 (i.e. negotiate-arbitrate 
with a commercially-oriented dispute 
resolution mechanism plus the safeguards 
currently available under light regulation).

Adopt the following forms of regulation:
• Heavier handed form of regulation 

based on direct price/revenue control
• Lighter handed regulation – based on 

a strengthened Part 23. 
All pipelines would also be required to: 
• comply with interconnection 

principles that would be set out in the 
NGR 

• use incremental pricing where the 
cost of new capacity would otherwise 
result in the price of existing capacity 
increasing.

Monitoring and 
referral 
functions

Retain the existing approach (i.e. the relevant regulator 
can monitor light regulation negotiations only and is 
treated like any other interested person in terms of being 
able to apply for a form of regulation assessment).

Require the relevant regulator to monitor the behaviour of 
service providers (e.g. by monitoring service providers’ prices, 
service quality, financial information, the outcome of access 
negotiations and, where relevant, dealings with associates and 
ring fencing arrangements) and refer pipelines for a form of 
regulation assessment if it suspects market power is being 
exercised.

Form of 
regulation test

Retain existing structure of 
tests, with coverage test 
acting as a gateway to full 
and light regulation.

Remove the coverage test and use the existing form of the regulation test for form of 
regulation decisions. 

Governance 
arrangements

Retain the exiting 
governance arrangements 
(NCC).

Accord a single organisation (either the ACCC or the AER/ERA) responsibility for making form 
of regulation decisions. 



Break



Reform Focus 3

What information should pipelines 

disclose?



• Enable shippers to make more informed decisions about whether to 

seek access and to assess the reasonableness of offers.

• Reduce information asymmetry and imbalance in bargaining 

power—facilitating more timely and effective negotiations.

Information disclosure: Purpose



Information disclosure: Current situation



• Limited information to support shippers negotiating access to 

reference services on full regulation pipelines.

• Deficiencies in information used to assess reasonableness of prices:

- pricing methodologies

- financial information

- weighted average prices.

• Problems with the quality and reliability of information:

- ACCC identified serious errors and use of inflationary measures.

• Accessibility of information reported by service providers: 

- Difficult to find. Difficult/costly for smaller shippers to use.

• Current exemptions from the publication of basic information (e.g. 

standing prices, standard T&Cs).

Information disclosure: Potential problems



• Full regulation pipelines don’t report a range of information required 

under light regulation and Part 23. This includes: 

- a description of services

- standing prices, T&Cs, and pricing calculation methods

- information on prices paid by other shippers.

• Concerns: 

- May hinder ability of shippers to negotiate effectively.

- May impose higher search and transaction cost.

• Raised by ACCC-GMRG in their 2018 joint transparency 

recommendations.

- AEMC expressed a different view in its 2018 review.

Information disclosure: Potential problems

Limited information on full regulation pipelines



Pricing methodologies

• Pricing methodologies published by most service providers do not 

allow shippers to determine whether standing prices reflect the 

method or to assess the reasonableness of the prices. 

Financial information 

• Financial information may not be sufficient to enable shippers to 

assess the reasonableness of prices (guidance on future costs).

• ACCC suggested service providers should report the amount of 

capacity contracted and the volume of gas transported historically so 

shippers can calculate an effective price.

Weighted average prices (WAPs)

• ACCC found WAPs published under Part 23 are not a good 

representation of actual prices paid by shippers.

Information disclosure: Potential problems

Information used to assess reasonableness of prices



• Concerns raised by ACCC— July 2019:

‘significant problems…including instances where serious errors 

have been made and inflationary measures used’ 

(ACCC, July 2019, pp 27-28)

• ACCC also concerned about the access information 

standard:

- Doesn’t require service providers to update information if errors 

are identified. 

Information disclosure: Potential problems

Quality and reliability of information



• Concerns raised by shippers about the accessibility of the 

information required to be published for non-scheme pipelines and 

light regulation pipelines.

- Information difficult to locate.

- Presented in very different ways and in different locations on service 

providers’ websites. 

• Small shippers could face obstacles deciphering the information 

provided - usability of relevant information could be improved.

Information disclosure: Potential problems

Accessibility of information



• Exemptions are currently available from a number of the reporting 

obligations under Part 23 and under full and light regulation:

- Single shipper pipeline under Part 23 framework have a full exemption 

from information disclosure.

- Small pipelines (<10 TJ) partially exempt from publishing, but 

excludes pipeline and service information.

- Small distribution pipelines can also be exempt under full or light 

regulation.

• Interested in hearing stakeholders’ views on whether the exemptions 

have hindered shippers seeking access to these pipelines. 

Information disclosure: Potential problems

Exemptions



Information disclosure: Options
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(Status quo)

Non-exempt Part 23
     

Small pipeline (<10 TJ/day)
 

Single shipper pipeline

2 to 4 All non-exempt pipelines 
      

2 Exempt from regulation (lack market 
power) but providing 3rd party access     

3 & 4 Small pipeline (<10 TJ/day)
    

3 & 4 Single shipper pipeline
    

4 Pipelines with no 3rd party users Reporting only commences once a prospective shipper seeks access



• Options to address pricing methodology deficiencies:

- service providers would be required to publish the inputs used to 

calculate standing prices; and/or

- the relevant regulator publish a guideline on what information, at a 

minimum, the pricing methodology should include.

• Options to address financial information deficiencies:

- report whether future costs likely to be in line with historic costs, and

- report historic information on contracted capacity and volume of gas 

transported. 

Information disclosure: Options 3 and 4

Deficiencies in information to assess reasonableness of prices



Four measures proposed (alone or in combination):

1. Give the relevant regulator greater oversight of service provider 

financial information and information on prices paid by shippers.

2. Require service providers to update any information as soon as 

practicable when found inaccurate. 

3. Increase penalties for breaching information disclosure 

obligations, access information standard and Financial Reporting 

Guideline

4. Implement Financial Reporting Guideline changes identified by 

the ACCC and the Brattle Group reviews. 

Information disclosure: Options 3 and 4

Quality and reliability of information 



Accessibility (options)

• Regulator could develop a guideline setting out where and how 

information must be reported on web, and advise regulator of 

changes.

• Links to information could be published on the relevant regulator’s 

website, the Bulletin Board or the AEMC’s scheme register.

• All information held in a single repository.

Usability

• Include a summary tab in the financial reporting template for key 

financial and price information.

• Regulator publish a template that shippers could use to translate 

reported financial information into cost-based pricing benchmark(s).

Information disclosure: Options 3 and 4

Accessibility and usability of information



Information disclosure: Options
Problem Option 1 

(status quo)
Option 2 Option 3 Option 4

Information to 
be disclosed by 
non-exempt
service 
providers

Retain the 
existing 
information 
disclosure 
requirement
s across the 
forms of 
regulation.

All non-exempt service providers to publish: 
• pipeline information, pipeline service information and service availability information
• standing terms (i.e. standard terms and conditions, standing prices and the method used to calculate 

standing prices) 
• information on the prices paid by other shippers in the form set out in the next row
• historic financial information and historic demand (service usage) information. 

Information on the prices paid by 
other shippers to be based on the 
weighted average price and the 
minimum and maximum prices paid 
for each service.

Information on the prices paid by other shippers to be based on the 
individual prices (including key terms and conditions) paid by shippers.

n.a. The disclosure requirements would be amended in the manner set 
out in Box 11.1 to address the information deficiencies that have been 
identified with the pricing methodologies and financial information 
and to improve the quality, reliability, accessibility and usability of the 
information.

Exemptions 
from the 
disclosure 
requirements 
and information 
to be disclosed 
by exempt
service 
providers

Retain the 
existing 
exemptions 
from 
disclosure 
under Part 
23 and light 
regulation.

• No exemptions from the 
disclosure requirements would 
be available for regulated 
pipelines. 

• Pipelines that obtain an 
exemption from regulation (see 
above) but are providing 3rd 
party access would still be 
required to publish the basic 
information set out in Box 11.1.

Exemptions from the 
requirement to publish 
financial information 
would be available to: 
• single shipper 

pipelines
• small pipelines with a 

nameplate capacity 
less than 10 TJ/day

These pipelines would 
still, however, be required 
to publish the basic 
information set out in 
Box 11.1.

Exemptions from the requirement to 
publish financial information would be 
available to: 
• pipelines with no 3rd party shippers
• single shipper pipelines 
• small pipelines with a nameplate 

capacity less than 10 TJ/day.
These pipelines would still, however, be 
required to publish the basic information 
set out in Box 11.1. In the case of 
pipelines that have no 3rd party shippers, 
the obligation to publish basic 
information would only commence once 
a prospective shipper seeks access.



Reform Focus 4

Negotiation frameworks and dispute 

resolution mechanism



• Two quite different negotiation and dispute resolution 

frameworks: 

- A regulatory-oriented negotiate-arbitrate model, which is 

applied under full and light regulation.

- A commercially-oriented negotiate-arbitrate model, which is 

applied under Part 23. 

Negotiation and dispute resolution: Current situation



• Three main potential problems identified:

- Negotiating frameworks unnecessarily different.

- Credibility of the threat of arbitration by small shippers.

- Efficiency, effectiveness and credibility of dispute resolution 

mechanism for scheme pipelines.

- Different views on part 23 pricing principles.

Negotiation and dispute resolution: Potential problems 



• Notable differences:

- The obligation to publish a user access guide.

- The access request and offer process.

- How the negotiation timetable is established and the way negotiations 

are to be conducted and concluded.

- The ability of shippers to seek additional information during 

negotiations.

• Differences apparently due to frameworks being developed at 

different times.

Negotiation and dispute resolution: Potential problems 

Negotiating frameworks unnecessarily different



Negotiation and dispute resolution: Potential problems 

• The ACCC noted the potential for the threat of arbitration to be 

viewed as less credible when it comes from smaller shippers. 

• The cost to these shippers of triggering an arbitration may outweigh 

the benefits.

• Smaller shippers may be more susceptible to exercises of market 

power by service providers. 

Threat of arbitration by small shippers not credible



• May not be as credible a threat as it could be.

• In the AEMC’s 2017-18 economic regulation review concerns were 

raised regarding:

- Matters considered by the dispute resolution body in an arbitration.

- How market participants are advised about disputes and the process 

for joining disputes.

- The role and appointment of the dispute resolution expert.

- The timeframes for disputes.

- Information published following dispute resolution.

Negotiation and dispute resolution: Potential problems 

Dispute resolution for scheme pipelines



Negotiating frameworks unnecessarily different

• Option 1: Maintain current approach. 

• Options 2-4: Single negotiation framework that would: 

- require all service providers to publish a user access guide

- adopt the same access request, access offer and negotiation timelines 

recently adopted for scheme pipelines

- provide for shippers to obtain additional information during negotiation

- adopt the same trigger for access disputes that has recently been 

adopted under full and light regulation

- remove the preliminary enquiry process that is currently provided for 

under Part 23. 

Negotiation and dispute resolution: Options



Threat of arbitration by small shippers not credible

• Option 1: Maintain current approach.

• Option 2: Strengthen credibility of the threat of arbitration for small 

shippers by changing the dispute related cost provisions.

• Option 3 and 4: Would build on option 2, by also:

- allowing user bodies to be joined to arbitrations involving smaller 

shippers

- allowing the smaller shipper to elect to have the dispute heard by the 

Regulator rather than a commercial arbitrator.

Negotiation and dispute resolution: Options



Dispute resolution for scheme pipelines

The mechanism would be amended to:

• require the dispute resolution body to have regard to specific 

matters (NGO, RPPs, etc)

• provide additional guidance on role of the dispute resolution expert

• better facilitate joint dispute hearings

• introduce a 50 day fast track option

• require the dispute resolution body to publish the access 

determination and other relevant information

• make the access determination only binding if the shipper decides to 

enter into a contract

- prohibit access seeker from seeking arbitration again for 12 months.

Negotiation and dispute resolution: Options 2 and 3



Negotiation and dispute resolution: Options

Problem Option 1 (Status 

quo)

Option 2 Option 3 Option 4

Negotiation 
framework

Retain the 
existing 
negotiation 
frameworks. 

Implement a single negotiation framework that applies to both 
the lighter and heavier handed forms of regulation based on the 
hybrid model (see Box 11.2).

Use negotiation 
framework in Box 
11.2 for the lighter 
handed form of 
regulation. 

Threat of 

arbitration 

for small 

shippers

Retain the 

existing 

arrangements 

(i.e. no specific 

measures to 

strengthen the 

threat for 

smaller 

shippers).

Strengthen the 

credibility of the 

threat of arbitration 

for small shippers by 

changing the dispute 

related cost 

provisions. 

Strengthen the credibility of the threat of arbitration for smaller 

shippers on pipelines subject to the negotiate-arbitrate model by:

• changing the dispute related cost provisions

• allowing user bodies to be joined to arbitral proceedings 

involving smaller shippers

• allowing the smaller shipper to elect to have the dispute heard 

by the relevant regulator rather than a commercial arbitrator. 

Dispute 
resolution 
mechanisms

Retain the 
existing dispute 
resolution 
mechanisms.

Maintain the Part 23 dispute resolution mechanism for the lighter 
handed regulation and the full regulation mechanism for the 
heavier handed regulation.

Maintain the Part 23 
dispute resolution 
mechanism for 
lighter handed 
regulation.

Implement the amendments to full regulation dispute resolution 
mechanism set out in Box 11.2.

n.a.
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PricewaterhouseCoopers Australia prepared this document solely for the Department of the Environment and Energy’s use and benefit in accordance with and for the purpose set out in our 
engagement letter with the Department of the Environment and Energy dated 1 August 2019. In doing so, we acted exclusively for the Department of the Environment and Energy and considered 
no-one else’s interests. 

We accept no responsibility, duty or liability:

• to anyone other than the Department of the Environment and Energy in connection with this document

• to the Department of the Environment and Energy for the consequences of using or relying on it for a purpose other than that referred to above.

We make no representation concerning the appropriateness of this report for anyone other than the Department of the Environment and Energy. If anyone other than the Department of the 
Environment and Energy chooses to use or rely on it they do so at their own risk.

This disclaimer applies:

• to the maximum extent permitted by law and, without limitation, to liability arising in negligence or under statute; and

• even if we consent to anyone other than receiving or using this report.

Liability limited by a scheme approved under Professional Standards legislation.
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Agenda

3

Purpose
This presentation outlines the proposed methodologies for the cost-benefit analysis (CBA), a Commonwealth Regulatory 
Burden Measure (CBRM) and a Competition Effects Analysis (CEA) for each of the options to feed into the Regulatory Impact 
Statement (RIS).

Objectives

1. Present the methodologies to be used to quantify costs and benefits, regulatory burden and competitive effects of the 
policy options

2. Present the nature of data and approach to data collection
3. Provide opportunity for discussion

1. Overview

2. Cost-benefit analysis (CBA) methodology

3. Commonwealth regulatory burden measure (CRBM) methodology

4. Competition effects analysis (CEA) methodology

5. Approach to data gathering 



PwC

1. Overview 

4

PwC is undertaking a cost-benefit analysis (CBA), a Commonwealth regulatory burden measure (CRBM) and a 
competition effects analysis (CEA) for each of the options to feed into the consultation regulatory impact 
statement (CRIS). A summary of each component is defined below.

CRBM

The CBA will compare the costs associated with potential intervention with the benefits of policy options from the point 
of view of society and identify a preferred option. The analysis will be incremental in that it will look at the additional 
costs and benefits over and beyond status quo (i.e. if there was no intervention).

CBA

CEA

The CRBM is a tool to estimate the magnitude of compliance costs associated with a change in regulation and can be 
used to compare policy options. The tool allows for both capital and labour resources to be input by activity and then 
costed. Generally, the CBRM is a component part of the CBA as it draws on many of the same inputs.

The CEA will involve a qualitative assessment of the directional impact of each policy option on competition. Emphasis 
is placed on the effect of options on competition, search and transaction costs, collusive behaviour and barriers to 
entry. A seven-point scale will be used to qualitatively measure the policy impacts. 
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Step 2: Identifying who is impacted 
An important part of calculating the costs and benefits is identifying who will be 
affected:

2. Cost benefit analysis method

5

The CBA methodology will establish the underlying effects of the new policy options.

The figure below sets out the framework methodology applied in the CBA. 

Service providers of regulated and unregulated pipelines
Enterprises controlling existing pipelines and investing in new or 
upgraded pipelines.

Users
Consumers of gas pipelines who are primarily shippers, retailers, 
commercial users and producers. 

Government and Regulators
Australian Energy Regulator, Economic Regulatory Authority 
Western Australia, Australian Energy Market Commission, 
Australian Energy Market Operator, the COAG Energy Council 
and the National Competition Council.

Broader community
Households and the wider Australian economy and population.

Step 2 Step 3

Specify 
the set 
of policy 
options

Identify 
who is 
impacted

Identify 
impacts 
and select 
indicators

Decide on  
timeframe

Quantify 
costs and 
benefits

Calculate 
net 
present 
values

Perform 
sensitivity 
analysis

Step 4 Step 5 Step 6 Step 7

Four 
options 
(incl. 
status 
quo) per 
the CRIS. 
Options 2, 
3, 4 are 
compared 
to Option 1 
– base 
case

Note benefits 
(e.g. lower 
prices) 
should not 
be counted 
twice (e.g. 
for both 
retailers and 
consumers)

Informed by 
previous 
reviews and 
stakeholder 
views. 
Impacts are 
direct and 
indirect.

According to 
OBPR, the 
timeframe is 
20 years

Using data 
sourced 
from 
stakeholders 
and proxy 
values, 
quantify 
costs and 
direct and 
indirect 
benefits

Costs and 
benefits are 
streamed 
over time, 
netted off 
and 
discounted

Undertake 
sensitivity 
analysis over 
a 10 and 15 
year 
timeframe

Ap
pr

oa
ch

K
ey

 is
su

es

XXCBA 
steps Step 1
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Step 3: Identifying costs and benefits
The types of costs and benefits that are likely to be associated with Options 2-4 
are summarised below (Table 12.1 in the CRIS). 

Step 4: Timeframe
The maximum time frame for the CBA is 20 years. In this case, a 20 year 
appraisal period is likely to be appropriate given the long-term nature of 
investments made by service providers, shippers, retailers, gas users and 
producers. Note a sensitivity analysis will be conducted using both a 10 and 15 
year appraisal period due to uncertainty involved in forecasting.

Step 5: Quantify costs and benefits
Cost types A-F and benefit types G-J will be attempted to be quantified for the 
analysis. Data will be gathered from stakeholders and through what is publicly 
available.

2. Cost benefit analysis method

6

The impacts of the reforms may be focussed on the pipeline sector but there are indirect, downstream 
beneficiaries that should be considered. These direct and indirect benefits will be quantified.

Costs Benefits

A
Administration (staff) costs relating to 
compliance, legal and financial advice to 
understand reform changes

G
Reduction in administration (staff) costs 
relating to legal advice, representation and 
duplication of regulatory effort

B Administration (IT) costs for compiling, 
reporting and processing data H

Increased access to gas and levels of 
production due to more efficient pipeline 
utilisation  

C
Administration costs (staff) relating to 
governance, monitoring and information 
provision responsibilities

I Improved levels of gas production and 
investment in exploration and reserves

D Administrative costs (staff) relating to new 
reform implementation and enforcement J

Broad productivity benefits to the economy 
from lower gas prices to consumers due to 
lower transportation costs

E
Cost of participating in the process of a 
recommendation or decision under each 
reform category

K Medium to long-term investment in the sector 
due to greater certainty

F Capital costs for upgraded pipelines or 
equipment to comply with new regulations L

Environmental benefits including from a result 
of lower gas prices and increased 
competitiveness with coal

Questions for consideration in written submissions:
44 a. Do you agree with the categories of costs and benefit categories or are 
there other categories that you think should be considered? 

44 b. Do you have any information on the costs and benefits? If so, please 
elaborate on the source and quantum. 

44c. Do you agree with the proposed discount rate and appraisal periods to be 
used for the central case and sensitivity testing? If not, please explain why.

44 d. Do think there are other input variables that should be subject to a 
sensitivity analysis? If so, please explain what those inputs are.

Quantification of cost or benefit to be attempted
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Role and process
The CRBM is a bottom-up calculation of compliance costs dependent on 
available data (or assumptions). The calculation will be based on detailed 
discussions of the impacts of each option on stakeholders to gather input data:

Grouping of costs and benefits
While the CRBM provides for 10 defined compliance cost categories, further 
consolidation of costs (as well as benefits) may be required to collect tangible 
data from consultation participants. This is shown in the figure of four possible 
groupings. 

3. Commonwealth regulatory burden measurement method

7

The CRBM is a tool to calculate the compliance costs of regulatory proposals on business, individuals and 
community organisations using an activity-based costing methodology.

Questions for consideration in written submissions:
45 Do you have any information on the compliance costs associated with the 
policy options set out in Chapter 11 that could be used for the CRBM? If so, 
please elaborate on the source and quantum of the costs.

1
2

3
4

Government /regulatory 
costs such as 
assessment and policy 
development, regulatory 
monitoring, information 
assurance and 
enforcement costs

Labour costs for 
compliance and 
administration such as 
monitoring, providing 
information and overhead 
costs and on costs

Capital costs for 
compliance or 
administration such as the 
installation of equipment 
to facilitate third-party 
access

Information technology 
costs for compliance and 
administration such as 
changing existing IT 
systems and purchasing 
new IT systems

Cost of regulatory 
burden

The quantities of 
activities to comply 

with regulation
e.g. number of hours

The incremental per 
unit costs of activities 

to comply with 
regulation

e.g. labour cost per 
hour
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CEA assessment
The CEA will assess the extent to which the options affect each stakeholder 
group using the following seven-point scale:

The main consideration in this assessment will be whether the options restrict 
competition, in one or more of the following four ways:

1. Limit the number or types of businesses
2. Limit the ability of businesses to compete
3. Reduce the incentives for businesses to compete
4. Limit the choices and information available to consumers

The assessment of the competition impacts for each stakeholder will be shown, 
along with a holistic assessment for each option that takes into consideration the 
potential long-term effects of the options.

4. Competitive effects assessment method

8

The CEA will involve a high level assessment of the impacts of the options on competition considerations such 
the bargaining power of counterparties, search and transaction costs, potential for collusive behaviour and 
changes to any barriers to entry.

Questions for consideration in written submissions:

46. What, if any effect, do you think the policy options summarised in 
Chapter 11 will have on competition in the gas market and, in particular 
on:

a. the relative bargaining power of shippers and service providers?
b. the search and transaction costs associated with contracting pipeline 
services?
c. the potential for collusive behaviour in competitive segments of the 
market?
d. changes to any barriers to entry that could promote or deter market 
entry?
e. the long-term outlook for investment in the sector?

Major 
negative

Moderate 
negative

Minor 
negative

Neutral Minor 
positive

Moderate 
positive

Major 
positive
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Data collection method 
The main data collection methods for the CBA include are listed below in order of 
preference, along with data requirements from stakeholders, industry partners 
and government.

5. Approach to data gathering

9

The CBA has four primary forms of data collection from different sources. The CRBM and CEA will be based on 
data collected from the CBA.

Stakeholder involvement and categories of information
Ten interviews and consultations with service providers, users and government 
will be conducted to collect relevant information and data points for the impact 
analysis. In addition to the one-on-one consultations, PwC will also consider 
information provided in the written submissions.

Direct data collection through consultations with a select group 
of industry participants (see adjacent)

Data extrapolation or partitioning will be used to forecast trends 
beyond the observed data. Separating the dataset into two or 
more sets will be used to yield more accurate data.

Sourcing data from prior RIS’ and reviews that have been 
undertaken in this area and having regard to information on 
compliance costs in other industries (e.g. electricity)

Where necessary, using conservative assumptions on the 
costs and benefits

1

2

3

4

# Who Week of* Examples of required information

1 Government 2 Dec

● Number of pipelines subject or to be 
reclassified to some form of regulation

● Time and cost savings from new regulations
● Change in monitoring and legislative costs

3 Service 
providers 9 Dec

● Number of pipelines subject or to be 
reclassified to some form of regulation

● Compliance cost to pipelines for reporting 
additional information

● Change in return on assets for pipelines under 
a new form of regulation

6 Users 2 Dec and 
9 Dec

● Change in compliance costs 
● Change in costs to dispute parties and 

regulatory dispute determinations

Note* dates are indicative and subject to availability
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Thank you

© 2019 PricewaterhouseCoopers Australia. All rights reserved. 
PwC refers to PricewaterhouseCoopers Australia and may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details. Liability limited by a 
scheme approved under Professional Standards Legislation.
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Next steps



• Please consider what information you can provide to support this 

process.

- Including evidence to assist PwC evaluate the costs and benefits of 

the options.

• Material—including the Consultation RIS, template for submissions 

and supporting studies—is available on the Energy Council website.

• Deadline for submissions is Friday 20 December (5 pm AEDT).

• If you have any questions, please feel free to get in touch with 

myself and my team at:

- GAS@environment.gov.au

Thank you for your time and engagement with 

this process

mailto:GAS@environment.gov.au


Additional information



National Gas Objective

promote efficient investment in, and efficient operation and use of, natural gas 

services for the long term interests of consumers of natural gas with respect to 

price, quality, safety, reliability and security of supply of natural gas.

Energy Council’s Vision

establish a liquid gas market that provides market signals for investments and 

supply, where responses to those signals are facilitated by a supportive 

investment and regulatory environment, where trade is focused at a point that 

best serves the needs of participants, where an efficient reference price is 

established, and producers, consumers and trading markets are connected to 

infrastructure that enables participants the opportunity to readily trade between 

locations and arbitrage trading opportunities.







Basic information to be published by exempt pipelines providing 3rd 
party access 
Service providers of pipelines that are providing third party access but 
have obtained either an exemption from regulation under Option 2, or 
an exemption from some of the disclosure requirements under 
Options 3 and 4 would be required to publish the following 
information. 
• pipeline service information; 
• the standing terms for each service offered by the pipeline (i.e. the 

standard terms and conditions, standing prices and method used to 
calculate standing prices); 

• the prices paid by other shippers for pipeline services; 
• pipeline information; and 
• service availability information. 
Table 9.1 provides more detail on the information to be reported 
under each category. 

Deficiencies in the information available to assess the 
reasonableness of prices 
To address the deficiencies identified with the pricing methodologies 
and financial information: 
• service providers would be required to publish the inputs used to 

calculate the standing prices and the relevant regulator would be 
required to publish a guideline on what information, at a minimum, 
the pricing methodology should include; and 

• service providers would be required report on the extent to which 
future costs are likely to be in line with historic costs and historic 
information on contracted capacity and the utilisation of that 
capacity. 

Quality and reliability of information 
To improve the quality and reliability of information reported by 
service providers: 
• the NGR would be amended to provide for greater regulatory 

oversight of the financial information reported by service providers 
and information on the prices paid by shippers; 

• the access information standard in the NGR would be amended to 
require service providers to update any information they are 
required to report as soon as practicable if the information is found 
to no longer be accurate; 

• penalties would be increased for breaches of the information 
disclosure obligations, the access information standard and 
Financial Reporting Guideline; and 

• the changes to the Financial Reporting Guideline identified by the 
ACCC and the Brattle Group (see Appendix C) would be 
implemented. 

Accessibility of information 
To make the information reported by service providers more 
accessible: 
• the relevant regulator would be required to prepare a guideline that 

sets out where and how the information is to be reported on a 
service provider’s website; and 

• service providers would be required to advise the regulator when 
changes are made to information on their respective websites. 

Usability of information 
To improve the usability of the financial and pricing information: 
• a summary tab would be included in the relevant regulator’s 

financial reporting template to provide a high level summary of key 
financial and price information; and 

• the relevant regulator would publish a pricing template that 
shippers could use to transform the financial information into one 
or more cost-based pricing benchmarks

Box 11.1: Information disclosure requirements 



Improvements to the negotiation framework 
To avoid any unnecessary confusion or costs that may be associated 
with having multiple negotiation frameworks, a single negotiation 
framework would be implemented that would: 
• require all service providers to publish a user access guide (i.e. so 

that shippers have a better understanding of the process for 
seeking access); 

• adopt the same access request, access offer and negotiation 
timelines that have recently been adopted under full and light 
regulation; 

• provide for shippers to obtain additional information during 
negotiations in the same manner as that currently provided for 
under Part 23; 

• adopt the same trigger for access disputes that has recently been 
adopted under full and light regulation; and 

• remove the preliminary enquiry process that is currently provided 
for under Part 23. 

Improvements to the full regulation dispute resolution mechanism 
To address the deficiencies that have been identified with the dispute 
resolution mechanism applying under full regulation, this mechanism 
would be amended to: 
• require the dispute resolution body to have regard to the NGO, 

the revenue and pricing principles, the applicable AA, previous 
AAs/determinations, pre-existing contractual rights and applicable 
provisions in Part 9 of the NGR when making an access 
determination; 

• provide additional guidance on the role of the dispute resolution 
expert and the process for appointing and using the evidence of 
such an expert; 

• better facilitate joint dispute hearings; 
• introduce a fast track option for the regulatory-oriented 

negotiate-arbitrate model and specify the maximum period of 
time the dispute resolution body has to make a decision under 
this model (e.g. 8 months or 12 months); 

• amend the dispute resolution mechanism so that: 
– an access determination is only binding on the parties if the 

shipper decides to enter into a contract that reflects the 
access determination; and 

– if a shipper decides not to enter into such a contract, it is 
prohibited from seeking arbitration for the same or a 
substantially similar service for 12 months. 

• require the dispute resolution body to publish the access 
determination, statement of reasons, relevant financial calculations 
and, where appropriate, information provided in the course of the 
dispute (subject to the confidentiality provisions in the NGL). 

Box 11.2: Negotiation frameworks and dispute resolution mechanisms 




	To Publish - Consultation - Stakeholder Workshop Presentation
	PwC Gas pipeline RIS options impact assessment - Stakeholder forums
	Options impact assessment  Stakeholder consultation forums
	Slide Number 2
	Agenda�
	Overview 
	2. Cost benefit analysis method
	2. Cost benefit analysis method
	3. Commonwealth regulatory burden measurement method
	4. Competitive effects assessment method
	5. Approach to data gathering
	Thank you

	To Publish - Consultation - Stakeholder Workshop Presentation



