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ACCESS ARRANGEMENT BY TRANSMISSION PIPELINES
AUSTRALIA PTY LTD AND TRANSMISSION PIPELINES AUSTRALIA (ASSETS) PTY LTD FOR THE WESTERN TRANSMISSION SYSTEM

1.
Introduction

1.1
Purpose of this document

This proposed Access Arrangement (“Access Arrangement”) is submitted on 3 November 1997 by Energy Projects Division of the Department of Treasury and Finance, Government of Victoria (“EPD”), on behalf of Transmission Pipelines Australia Pty Ltd ACN 079 089 268 (“TPA”) and Transmission Pipelines Australia (Assets) Pty Ltd ACN 079 136 413 (“TPA Assets”) (together the “Service Provider”), to the Australian Competition and Consumer Commission (the “Regulator”) in accordance with section 2.1 of the proposed Victorian Third Party Access Code for Natural Gas Pipelines (the “Victorian Access Code”).

It describes the terms and conditions on which TPA Assets, as owner of the Transmission Pipeline described in Appendix 1 to this Access Arrangement (the “Western Transmission System”) and TPA, as offeror of the Services described in this Access Arrangement, will make access to the Western Transmission System available to third parties.

Whereas in the Principal Transmission System, the Service Provider is the owner of the Principal Transmission System and VENCorp is the operator of the Principal Transmission System, in the Western Transmission System the Service Provider is both the owner and operator of the Western Transmission System.  The Service Provider has however, pursuant to a transmission pipeline operations agreement between it and VENCorp, requested VENCorp to provide certain operational services in relation to the Western Transmission System for the benefit of Users or Prospective Users.  In exchange for these operational services, the Service Provider will pay VENCorp an agreed services charge

A User or Prospective User will only be able to obtain access to services provided by means of the Western Transmission System through TPA under in this Access Arrangement.

1.2
Composition of Access Arrangement

This Access Arrangement is comprised of two parts, namely:
Part 1:
This document together with the following appendices attached to it:

1.
description of Western Transmission System;

2.
Tariff Order; and. 

3.
Regulatory framework diagram.

Part 2:
The access arrangement information (“Access Arrangement Information”) is submitted by the Service Provider in accordance with section 2.1 of the Victorian Access Code. The Access Arrangement Information applies to both the Western and Principal Transmission Systems.

1.3
Background to this document

Section 1 of the Access Arrangement Information summarises the Victorian Government’s gas reform objectives and explains the role of EPD in preparing this Access Arrangement. Appendix 3 to this document sets out a diagram of the new regulatory framework for the Victorian gas industry under which this Access Arrangement is required.
1.4
The National Access Code

There are developments at a national level which are intended to lead to the adoption of a National Third Party Access Code for National Gas Pipeline Systems (“National Access Code”) and for the National Access Code to be given effect in each State and Territory by application of laws legislation. Accordingly, the Victorian Access Code, which is largely based on the National Access Code, will apply as an interim measure until the National Access Code is adopted in Victoria.

1.5
Contract Carriage

As at the date of this Access Arrangement, the Western Transmission System is a Contract Carriage Pipeline.  If when the Western Transmission System is connected to the Principal Transmission System owned by the Service Provider and operated by Victorian Energy Networks Corporation (“VENCorp”), or at such earlier date as agreed between the Service Provider, VENCorp and Kinetik (Gas) Pty Ltd (“Kinetik”), it would be appropriate for the Victorian Gas Industry Market and System Operating Rules (as amended from time to time) to apply to the Western Transmission System, it will be reclassified as a Market Carriage Pipeline, and this Access Arrangement will be amended accordingly.

1.6
Effective Date

This Access Arrangement will come into effect on the date on which the Regulator approves this Access Arrangement.

2.
Interpretation

In this Access Arrangement, where a word or phrase is italicised it has the definition given to that word or phrase in the Victorian Access Code unless the context otherwise requires.  In addition:

“Tariff Order” means the Victorian Gas Industry Tariff Order (as amended from time to time) made by Order in Council under the Gas Industry Act 1994 (as amended from time to time); and 

“competitive transmission services”, “excluded transmission services”, “initial regulatory period”, “initial tariffs”, “non-scheduled excluded transmission services”, “scheduled excluded transmission services”, “subsequent regulatory period”, “tariff” and “tariffed transmission services” have the meaning given to those words or phrases in the Tariff Order.

3.
Contact Details

The contact officer for further details on this Access Arrangement is:

Linda McMillan
Project Manager, Legal
Energy Projects Division
Department of Treasury and Finance
3rd Floor
35 Spring Street
MELBOURNE  Vic  3000

Telephone:
(03) 9651 3085

Facsimile:
(03) 9651 3192

4.
Prior contractual rights

No provision in this Access Arrangement deprives any person of a contractual right which was in existence prior to the date on which this Access Arrangement is submitted to the Regulator.

5.
Elements set out in Section 3 of the Victorian Access Code

This section, in compliance with section 2.5 of the Victorian Access Code, includes the elements set out in sections 3.1 to 3.22 of the Victorian Access Code which are applicable to the Service Provider.

The wording of each element is reproduced in italics and then followed by a statement explaining where the particular element is satisfied in this Access Arrangement.

5.1
Access Arrangement

Section 3.1
An Access Arrangement submitted by a Service Provider to the Relevant Regulator must be in writing and may specify Relevant Regulatory Instruments or a class of Relevant Regulatory Instruments with which the Service Provider will comply.

Section 3.2
Without limiting the effect of section 3.1, a Service Provider must have sufficient rights in respect of the Covered Pipeline the subject of its Access Arrangement to enable the Service Provider to make available its Services in accordance with its Access Arrangement.

5.1.1.
The Service Provider will comply with the following Regulatory Instruments (where applicable):

(a)
the Victorian Access Code; and

(b)
the Tariff Order. 

5.1.2
The Service Provider has sufficient rights in respect of the Western Transmission System (including under the Pipelines Act 1967, Gas Industry Act 1994 and (in relation to TPA) the lease between it and TPA Assets) to enable it to make available its Services in accordance with this Access Arrangement.

5.2
Services Policy

	Section 3.3
An access arrangement must include a policy on the Service or Services to be offered (a Services Policy).

	Section 3.4
The Services Policy must comply with the following principles:

	(a)
The Access Arrangement must include a description of one or more Services that the Service Provider will make available to Users or Prospective Users, including:

	(i)
one or more Services that are likely to be sought by a significant part of the market; and

	(ii)
any Service or Services which, in the Regulator’s opinion, should be included in the Services Policy.

	(b)
To the extent practicable and reasonable, a User or Prospective User must be able to obtain a Service which includes only those elements that the User or Prospective User wishes to be included in the Service.

	(c)
To the extent practicable and reasonable, a Service Provider must provide a separate Tariff for an element of a Service if this is requested by a User or Prospective User.


5.2.1
TPA Assets as owner of the Western Transmission System will lease the Western Transmission System under a short term operating lease to TPA, thereby enabling TPA to offer the Services described in this Access Arrangement.

5.2.2
TPA will make available the following Services to Users or Prospective Users of the Western Transmission System.

(a)
tariffed transmission services;

(b)
excluded transmission services; and

(c)
competitive transmission services.

The above Services are defined in Chapter 10 of the Tariff Order and more fully described in the description of TPA’s service envelope in clause 5.8.5 below.

5.2.3
Pursuant to the Pipeline Operating Agreement, VENCorp has agreed with TPA to perform the tariffed transmission services on TPA’s behalf. 

5.2.4
TPA will make available the tariffed transmission services and excluded transmission services (the “Reference Services”) at the Reference Tariffs and in accordance with the Reference Tariff Policies described in clause 5.3 below.

5.2.5
TPA will make available the Reference Services on the terms and conditions described in clause 5.4 below.

5.3
Reference Tariffs
	Section 3.5
An Access Arrangement must include a Reference Tariff for:

	(a)
at least one Service that is likely to be sought by a significant part of the market; and

	(b)
each Service that is likely to be sought by a significant part of the market and for which the Regulator considers a Reference Tariff should be included.

	Section 3.6
Unless a Reference Tariff has been determined through a competitive tender process as outlined in sections 3.24 and 3.39, an Access Arrangement and any Reference Tariff included in an Access Arrangement must, in the Regulator’s opinion, comply with the Reference Tariff Principles described in section 8.

	Section 3.7
An Access Arrangement must also include a policy describing the principles that are to be used to determine a Reference Tariff (a Reference Tariff Policy). A Reference Tariff Policy must, in the Regulator’s opinion, comply with the Reference Tariff Principles described in section 8.

	


5.3.1
The Tariff Order regulates the pricing of (among other things) the tariffed transmission services and the excluded transmission services to be provided by TPA.  It:

(a)
specifies the initial tariffs for the tariffed transmission services; 

(b)
specifies the initial prices for scheduled excluded transmission services which apply from the date of the Tariff Order;

(c)
specifies the principles, procedures and formulas which apply during the initial regulatory period for:

(1)
altering;

(2)
closing; and

(3)
introducing new, 

tariffs for the tariffed transmission services and prices for scheduled excluded transmission services; and

(d)
provides guidance to the Regulator for the making of a price determination to regulate for the tariffed transmission services in the subsequent regulatory period.

5.3.2
The Reference Tariffs for the tariffed transmission services are described in chapter 2 and Schedule 1 to the Tariff Order.

5.3.3
The initial prices for scheduled excluded transmission services are described in chapter 2 and Schedule 2 to the Tariff Order. 

5.3.4
The principles used to determine the Reference Tariffs, as presented in the Tariff Order, are defined in section 4 of the Access Arrangement Information.

Chapter 9 of the Tariff Order provides a mechanism whereby certain principles in the Tariff Order, and therefore by definition, the Reference Tariff Policy, cannot be changed at the 1 January 2003 review of Reference Tariffs.

The formula schedule of the Tariff Order provides an incentive mechanism in the form of a CPI-X price path approach.

The formula schedule of the Tariff Order and the procedures in Chapter 6 of the Tariff Order provide the basis by which tariffs may vary within the Access Arrangement Period. 

The Extensions/Expansions Policy provides for TPA to undertake New Facilities Investment that does not satisfy the requirements of section 8.16 of the Victorian Access Code.

The Extensions/Expansions Policy provides that an amount in respect of the balance of the New Facilities Investment may subsequently be added to the Capital Base of the Reference Tariffs.

Chapter 9 of the Tariff Order provides for an incentive mechanism to permit TPA to retain a share of any returns from the sale of Reference Services during the Access Arrangement Period which returns exceed the level of returns expected at the beginning of the Access Arrangement Period.

5.4
Terms and Conditions

	Section 3.8
An access arrangement must include the terms and conditions on which the Service Provider will supply each Reference Service. The terms and conditions included must, in the Relevant Regulator’s opinion, be reasonable.

	Section 3.9
To the extent permitted by the law of a jurisdiction outside Victoria, the terms and conditions of the Access Arrangement of a Service Provider who provides Services by means of a Covered Pipeline or system of Covered Pipelines which are situated both in Victoria and in another jurisdiction:

(a)
must not differentiate between that part of the Covered Pipeline or Covered Pipelines situated in Victoria and that part of the Covered Pipeline or Covered Pipelines situated outside Victoria merely because they are situated in different jurisdictions; and

(b)
must comply with the provisions of the Code.


5.4.1
The terms and conditions on which TPA will supply the tariffed transmission services (“Reference Services”) are contained in:

(a)
the Victorian Access Code; 

(b)
the Tariff Order;

(c)
any transmission services agreement entered into between TPA and a User or Prospective User of the Pipeline; and 

(d)
any transmission connection agreement entered into between TPA and a User or Prospective User of the Pipeline. 

5.4.2
The terms and conditions of this Access Arrangement do not differ depending on whether the relevant part of the Western Transmission System to which access is required is situated in Victoria or another State.

5.5
Capacity Management Policy

	Section 3.10
An Access Arrangement must include a statement (a Capacity Management Policy) that the Covered Pipeline is either:

	(a)
a Contract Carriage Pipeline; or

	(b)
a Market Carriage Pipeline.


5.5.1
The Western Transmission System is a Contract Carriage Pipeline.  As stated in clause 1.5 above, the Western Transmission System may be reclassified as a Market Carriage Pipeline in the future. The Capacity Management Policy is more full described in section 1 of the Access Arrangement Information.

5.6
Trading Policy

	Section 3.11
The Access Arrangement for a Covered Pipeline which is described in the Access Arrangement as a Contract Carriage Pipeline must include a policy that explains the rights of a User to trade its right to obtain a Service to another person (a Trading Policy).

	Section 3.12
The Trading Policy must comply with the following principles:

	(a)
A User must be permitted to transfer or assign all or part of its Contracted Capacity without the consent of the Service Provider concerned if:

	(i)
the User’s obligations under the contract with the Service Provider remain in full force and effect after the transfer or assignment; and

(ii)
the terms of the contract with the Service Provider are not altered as a result of the transfer or assignment (a Bare Transfer).

In these circumstances, the Trading Policy may require that the transferee notify the Service Provider prior to utilising the portion of the Contracted Capacity subject to the Bare Transfer and of the nature of the Contracted Capacity subject to the Bare Transfer, but the Trading Policy must not require any other details regarding the transaction to be provided to the Service Provider.

	(b)
Where commercially and technically reasonable, a User must be permitted to transfer or assign all or part of its Contracted Capacity other than by way of a Bare Transfer with the prior written consent of the Service Provider. The Service Provider may withhold its consent only on reasonable commercial or technical grounds and may make its consent subject to conditions only if they are reasonable or commercial and technical grounds. The Trading Policy may specify conditions in advance under which consent will or will not be given and conditions that must be adhered to as a condition of consent being given.

	(c)
Where commercially and technically reasonable, a User must be permitted to change the Delivery Point or Receipt Point from that specified in any contract for the relevant Service with the prior written consent of the Service Provider. The Service Provider may withhold its consent only on reasonable commercial or technical grounds and may make its consent subject to conditions only if they are reasonable on commercial and technical grounds. The Trading Policy may 

	specify conditions in advance under which consent will or will not be given and conditions that must be adhered to as a condition of consent being given.

Section 3.13
Examples of things that would be reasonable for the purposes of section 3.13(b) and (c) are:

	(a)
the Service Provider refusing to agree to a User’s request to change its Delivery Point where a reduction in the amount of the Service provided to the original Delivery Point will not result in a corresponding increase in the Service Provider’s ability to provide that Service to the alternative Delivery Point; and

	(b)
the Service Provider specifying that, as a condition of its agreement to a change in the Delivery Point or Receipt Point, the Service Provider must receive the same amount of revenue it would have received before the change.


5.6.1
A User may transfer or assign all or part of any Capacity in the Western Transmission System which it has reserved pursuant to a contract between it and TPA (“Contracted Capacity”):

(a)
without TPA’s consent in the circumstances set out in clause 5.6.2 and subject to the notice requirements in clause 5.6.3; and

(b)
with TPA’s consent in the circumstances set out in clause 5.6.4 and subject to the conditions set out in clause 5.6.5.

5.6.2
A User may transfer or assign all or part of its Contracted Capacity without TPA’s consent provided that following the transfer or assignment: 

(a)
the User’s obligations under its contract with TPA remain in full force and effect; 

(b)
TPA is not in any way placed in a contractual or legal relationship with the assignee or transferee; 

(c)
TPA will continue to deal exclusively with the User in respect of contractual matters; and

(d)
the terms of the contract with TPA (including any Tariffs payable) are not altered as a result of the transfer or assignment.

In these circumstances the transfer or assignment will be described as a “Bare Transfer”.

5.6.3
Prior to utilising any portion of the Contracted Capacity subject to a Bare Transfer under clause 5.6.2, the transferee or assignee must notify TPA of the Bare Transfer and inform TPA of the nature of the Contracted Capacity.

5.6.4
A User may with TPA’s prior written consent transfer or assign all or part of its Contracted Capacity on terms other than those set out in clauses 5.6.2 and 5.6.3 where commercially and technically reasonable.

TPA will not unreasonably withhold its consent if the transferee or assignee is in TPA’s reasonable opinion reputable or solvent.

5.6.5
A transfer or assignment by a User pursuant to clause 5.6.4 is conditional upon and is not binding until TPA has been furnished with an executed copy of a deed of novation in a form acceptable to TPA, under which:

(a)
the transferee and TPA are deemed to enter into a new contract on the same terms as contained in the User’s existing contract with TPA (subject to any changes agreed to by TPA pursuant to clause 5.6.6) but having rights and obligations corresponding to the rights which are assigned by the User; and

(b)
the User is relieved of its liability to perform the obligations attaching to the rights which are assigned by the User, but without prejudice to all obligations and liabilities of the User which have by then accrued and remain unsatisfied in respect of those assigned rights.  

5.6.6
TPA will not unreasonably withhold its consent to any changes requested to the existing contract which are:

(a)
commercially and technically feasible;

(b)
do not interfere with TPA’s ability to satisfy its obligations to other User’s; and

(c)
do not adversely effect the operational control of the system by VENCorp.

5.6.7
TPA will deal with any request by a transferee to change a Delivery Point or Receipt Point defined in an existing contract between TPA and the User under the Queuing Policy set out in clause 5.7 below. The tariff payable by the User will be adjusted accordingly but not downward.

5.6.8
Nothing in this Trading Policy prevents a User from pledging, mortgaging, encumbering or assigning by way of security its rights under any contract for a Service with TPA provided that the chargee or mortgagee must acknowledge in writing to TPA that upon it realising its charge or mortgage, it will be bound by the terms of the contract. 

5.7
Queuing Policy

	Section 3.14
An Access Arrangement must include a policy for determining the priority that a Prospective User has, as against any other Prospective User, to obtain access to a Service provided by means of a Covered Pipeline and the Developable Capacity of a Covered Pipeline (and to seek dispute resolution under section 6) (a Queuing Policy).
Section 3.15
The Queuing Policy must:
(a)
set out sufficient detail to enable Users and Prospective Users to understand in advance how the Queuing Policy will operate;


(b)
accommodate, to the extent reasonably possible, the legitimate interests of the Service Provider and of Users and Prospective Users; and

(c)
generate, to the extent reasonably possible, economically efficient outcomes.
Section 3.16
The Regulator may require the Queuing Policy to deal with any other matter the Regulator thinks fit, taking into account the matters listed in section 2.24.
Section 3.17
Notwithstanding anything else contained in this Code, the Service Provider must comply with a Queuing Policy specified in the Service Provider’s Access Arrangement




5.7.1
Purpose

(a)
This Queuing Policy sets out the process by which TPA will:

(1)
administer requests by a Prospective User seeking access (the “Applicant”); and

(2)
determine the priority that a Prospective User has, as against any other Prospective User, 

to the Services offered in this Access Arrangement and the Developable Capacity of the Pipeline.

(b)
The process set out in this Queuing Policy is designed to ensure fair and equitable treatment amongst Applicants.

(c)
TPA will maintain a list of Applicants in accordance with the provisions of this Queuing Policy. This list will constitute the queue (“Queue”). Applications will be dealt with on a first-come first-serve basis. 

5.7.2
Applicability

(a)
This Queuing Policy is applicable to requests for new contracts, requests for extensions to existing contracts, and to all increases from one year to the next in the receipt and delivery entitlements under existing contracts.

(b)
This Queuing Policy is only applicable to those requests which seek commencement of a Service at some time within the same calendar year or the next calendar year after the date of receipt of the request.

5.7.3
Application Procedure

(a)
An Applicant will obtain access to the Queue by delivering to TPA a completed Request for Service Form with sufficient information to enable TPA to evaluate the request, including payment of the prescribed fee. A request which is completed satisfactorily will be designated as a “Complying Request”.

(b)
TPA will notify the Applicant in writing within ten days of receipt of the Request for Service Form stating either TPA’s acceptance of the request as a Complying Request, and the date of receipt of the request, or TPA’s rejection of the request, setting out the deficiencies, and inviting a re-submission.

(c)
TPA will recognise the date on which a Complying Request is received from the Applicant, and use this date to set the Applicant’s initial place in the Queue.

(d)
TPA reserves the right to determine the date when a Complying Request is received and whether the information contained in it is sufficient to accept the request as a Complying Request.

(e)
If an Applicant wishes to amend a service request, the original Request for Service Form will be discarded and removed from the Queue. A new Request for Service Form must be submitted for the amended service and if it is designated as a Complying Request it will be placed at the end of the Queue.

5.7.4
Evaluation Policy

(a)
TPA will evaluate each Complying Request strictly on a first-come first-served basis, according to the order of the Complying Request in the Queue.

(b)
Each evaluation will be based on the information presented in the Complying Request, making use of the nominated capacity reservations made by the Applicant in each year of the desired term of the Service.
(c)
The evaluation will determine whether additions or modifications to the Western Transmission System (“Enhanced Facilities”) are required to satisfy the Complying Request, and if so, it will determine the nature, extent and an indicative approximate cost of these Enhanced Facilities. Subject to the Applicant entering into an enhanced facilities agreement with TPA (“Enhanced Facilities Agreement”), TPA will subsequently make a final assessment of the cost of the Enhanced Facilities and calculate the applicable Surcharge.

(d)
In performing the evaluation, TPA will recognise, for each future year, the following capacity reservations on the Pipeline:

(1)
additions to capacity reservations in each future year arising from step-ups in existing contracts;

(2)
additions to capacity reservations in each future year arising from new contracts including all service contracts executed up to the date of the evaluation;

(3)
additions to capacity reservations in each future year arising from capacity reservations temporarily accepted, but not yet contracted, from Applicants higher in the Queue, as discussed in clauses 5.7.5 and 5.7.6; and 

(4)
reductions in capacity reservations arising from the expiry of existing contracts. 

5.7.5
Response to Applicant

(a)
An Applicant’s Complying Request will be responded to within thirty days of receipt of the Complying Request.

(b)
The response to an Applicant’s Complying Request will depend on whether the evaluation of the Complying Request indicates that the requested service can be offered with or without the construction of Enhanced Facilities.

(c)
If Enhanced Facilities are not required:

(1)
TPA will inform the Applicant of the Tariff applicable over the term of the requested service, based on bona fide forecasts of the Reference Tariff for the Service including any Surcharge if applicable;

(2)
the Applicant will be offered a service contract; and

(3)
the capacity reservations in the Complying Request will be temporarily accepted for use in subsequent service evaluations from the date of receipt of the Complying Request.

(d)
If Enhanced Facilities are required:

(1)
the Applicant will be advised that Enhanced Facilities will be required, indicating in general terms the scope of the additions or modifications to facilities required;

(2)
the Applicant will be advised of the current and future availability of Capacity between the Receipt and Delivery Points indicated in the Complying Request, based on the current Capacity of the Western Transmission System and the capacity reservations as defined in 5.7.4(d).

(3)
the Applicant will be advised of the likelihood of a Surcharge being applicable, and an indicative estimate of the magnitude of the Surcharge;

(4)
the Applicant will be offered an Enhanced Facilities Agreement, and advised of an indicative cost and timing for TPA to obtain a final estimate of the excluded service charge, such cost to be borne by the Applicant pursuant to the terms of the Enhanced Facilities Agreement; and

(5)
the capacity reservations in the Complying Request will be temporarily accepted for use in subsequent service evaluations from the date of receipt of the Complying Request.

5.7.6
Response from Applicant

In response to an offer of a service contract or an Enhanced Facilities Agreement, the following procedure applies:

(a)
The Applicant will have thirty days in which to accept the offer in writing, and such acceptance must comply with the contract terms as offered (unless agreement has already been reached on any special amendments). Such a response will be designated as a “Complying Acceptance”.

(b)
If a Complying Acceptance is not received within that thirty days, the offer shall be deemed to be rejected and the Applicant’s Complying Request shall be removed from the Queue, and capacity reservations temporarily accepted pursuant to clause 5.7.4(d)(3) will be removed for the purposes of service evaluations.

(c)
Subsequent to a Complying Acceptance, TPA will execute the contract or  the Enhanced Facilities Agreement within a further 7 days. The Applicant’s Complying Request will remain in the Queue.

(d)
The capacity reservations which were temporarily accepted pending execution of a service contract will become firm capacity reservations upon execution of the contract.

(e)
The capacity reservations which were temporarily accepted pending execution of an Enhanced Facilities Agreement contract will remain as such until a service contract is executed.

5.7.7
Dispute Procedure

If the parties fail to agree and the Applicant wishes to dispute the terms of an offer, pursuant to the dispute resolution procedures of the Victorian Access Code, then the Applicant’s place in the Queue is affected as follows:

(a)
where a service contract is offered without an Enhanced Facilities Agreement, the Applicant will retain its position in the Queue provided a contract is executed within the thirty day acceptance period which binds the parties to the results of the dispute resolution procedure; or

(b)
where an Enhanced Facilities Agreement is offered, the Applicant will retain its position in the Queue for the prescribed period of the dispute resolution procedure, provided it notifies the Regulator of a dispute within ten days of receipt of an offer.

5.7.8
Amended Offers

The Tariff that is offered to an Applicant is independent of available Capacity, though an excluded service charge may include an amount to recover the incremental costs to add Capacity, on the assumption that existing Users and Applicants higher in the Queue are served first. Therefore to some extent the excluded service charge depends on an Applicant’s place in the Queue. If an Applicant higher in the Queue is removed from the Queue, then the basis for the determination of the excluded service charge, and in particular the Surcharge under clause 8.16 of the Victorian Access Code, will be changed. In these circumstances, amended offers will be made to the affected Applicants, according to the following policies.

(a)
If an Applicant is removed from the Queue, as a result of rejecting an offer of a service contract, or withdrawing from an Enhanced Facilities Agreement, then the capacity reservations which have been temporarily accepted from that Applicant will be removed for the purposes of re-evaluations and all subsequent service evaluations.

(b)
When an Applicant is removed from the Queue, Applicants with a lower place in the Queue, and who are subject to an advised or actual Surcharge, will be re-evaluated for the purposes of determining a revised Surcharge.

(c)
This re-evaluation will be done in the Queue order.

(d)
Applicants subject to a re-evaluation will be offered an amended Surcharge (or a service without a Surcharge as the case may be) as determined by the results of the re-evaluation.

(e)
Amended offers will be made within 90 days of an Applicant rejecting a contract or withdrawing from an Enhanced Facilities Agreement.

5.7.9
Applicant Obligations

TPA will not make any commitments to capital expenditure on a proposed project until an Enhanced Facilities Agreement has been executed. The Enhanced Facilities Agreement will provide that in the event that the Applicant terminates that executed contract, the Applicant will be obligated to reimburse TPA for all expenditure incurred on the facilities under construction to meet the obligations under that contract, or if the service has commenced, to reimburse TPA with the depreciated asset value of that facility.

5.8.
Extensions/Expansions Policy

	Section 3.18
An Access Arrangement must include a policy (an Extensions/Expansions Policy) which sets out:

(a)
the method to be applied to determine whether any extension to, or expansion of the capacity of, the Covered Pipeline:

(i)
should be treated as part of the Covered Pipeline for all purposes under the Code; or

(ii)
should not be treated as part of the Covered Pipeline for any purpose under the Code.


	(for example, the Extensions/Expansions Policy could provide that the Service Provider may, with the Relevant Regulator’s consent, elect at some point in time whether or not an extension or expansion will be part of the Covered Pipeline or will not be part of the Covered Pipeline);

(b)
specify how any extension or expansion which is to be treated as part of the Covered Pipeline will affect Reference Tariffs;

(for example, the Extensions/Expansions Policy could provide:

(i)
Reference Tariffs will remain unchanged but a Surcharge may be levied on Incremental Users where permitted by sections 8.25 and 8.26; or

(ii)
specify that a review will be triggered and that the Service Provider must submit revisions to the Access Arrangement pursuant to section 2.27);

(c)
if the Service Provider agrees to fund New Facilities if certain conditions are met, a description of those New Facilities and the conditions on which the Service Provider will fund the New Facilities.

The Relevant Regulator may not require the Extensions/Expansions Policy to state that the Service Provider will fund New Facilities unless the Service Provider agrees.


5.8.1
Introduction

This policy sets out:

(a)
the method to be applied by TPA to determine whether an extension to, or augmentation of the Capacity of, the Western Transmission System should be treated as part of the Covered Pipeline; and

(b)
whether and how an extension or augmentation which is to be treated as part of the Western Transmission System will affect Reference Tariffs.

5.8.2
Coverage

(a)
An extension or augmentation that is within TPA’s service envelope for tariffed transmission services is covered by this Access Arrangement.

(b)
An extension or augmentation that is outside TPA’s service envelope for tariffed transmission services may be incorporated into this Access Arrangement pursuant to TPA submitting to the Regulator proposed revisions to the Access Arrangement to treat the extension or augmentation as part of the Western Transmission System.

5.8.3
Reference Tariffs

(a)
An extension or augmentation that is within TPA’s service envelope for tariffed transmission services is rolled-in to the Reference Tariff.

(b)
An extension that is outside TPA’s service envelope for tariffed transmission services, unless approval is obtained from the Regulator on a case-by-case basis, cannot be rolled-in to the Reference Tariff within a reference tariff period.

(c)
An augmentation that is outside TPA’s service envelope for tariffed transmission services, subject to the Regulator approving the revision to the Access Arrangement to treat the augmentation as part of the Pipeline, can be rolled-in to the Reference Tariff.

(d)
Metering services and injection metering services, as separate excluded services, cannot be rolled-in to the Reference Tariff and, unless approval is obtained from the Regulator on a case-by-case basis, are to be charged on a fair and reasonable basis.

(e)
Subject to (f), an extension or augmentation will not result in changes to Reference Tariffs or to the Services that are Reference Services.

(f)
In accordance with the Access Code, TPA may submit to the Regulator proposed revisions to this Access Arrangement to apply a surcharge to all of TPA’s customers or a group of TPA’s customers on the basis that a New Facility has system-wide benefits. In this case, the Regulator must be satisfied that the New Facility has system-wide benefits that, in the Regulator’s opinion, justify the approval of the surcharge. 

5.8.4
 Submissions to vary an Access Arrangement

(a)
On the basis that a submission to revise the Access Arrangement to treat the extension or augmentation as part of the Western Transmission System will not result in changes to Reference Tariffs for Reference Services, this policy operates on the basis that the Regulator:

(1)
shall be justified in dispensing with the requirement for TPA to produce Access Arrangement Information in respect of the proposed revisions; and

(2)
may approve or not approve the proposed revisions without consultation with, or receiving submissions from, persons other than TPA.

(b)
Where a submission:

(1)
seeks to apply a surcharge to all of TPA’s customers or a group of TPA’s customers on the basis that a New Facility has system-wide benefits; or 

(2)
an extension involves a material revision to TPA’s Covered Pipeline, 


TPA will produce Access Arrangement Information in respect of proposed revisions. 

5.8.5
Service Envelope

(a)
The Tariff Order provides the framework for TPA’s service envelope for tariffed transmission services as follows:

(1)
the functionality of the tariffed transmission service is described in the Tariff Order; and

(2)
the Tariff Order limits the tariffed transmission service to transmission services provided by TPA:

(A)
from existing and forecast assets as specified in the Access Arrangement Information;

(B)
according to geographical parameters in terms of area code information in the Tariff Order and maps and other information in the Access Arrangement Information; and 

(C)
according to existing and forecast standards of service to apply over the reference tariff period, which standards are defined in the Access Arrangement Information and attendant information. 

5.8.6
New Facilities Investment

(a)
The principles and procedures in the Victorian Access Code relating to New Facilities Investment shall apply to TPA pipeline extensions and augmentations, subject to the principles in clauses 5.7.3(a) to (f) above.  In particular: 

(1)
an investment should not exceed what would be invested by a prudent Service Provider acting efficiently and adopting accepted good industry practice;

(2)
the present value of the additional Reference Tariff revenue which arises from the investment should exceed the present value of the costs of the investment (the roll-in test), or otherwise that the Regulator must be satisfied that system-wide benefits occur from the investment which would justify the Regulator approving a surcharge to all of TPA’s customers or a group of TPA’s customers, such that TPA’s revenues meet the roll-in test (where a surcharge represents an excluded service price which requires prior approval by the Regulator and is to be subtracted from the value of the Capital Base inclusive of the new investment); and

(3)
where a prudent investment does not satisfy the roll-in test, the shortfall may be:

(A)
in particular cases held as a Speculative Investment Fund; or 

(B)
recovered as a surcharge/capital contribution levied on Incremental Users.

(b)
New Facilities Investment must only be added to the capital base for the Reference Tariffs by approval of the Regulator:

(1)
at the time of the review of the Reference Tariffs for the subsequent regulatory period; or

(2)
at the time of approving a variation to TPA’s Access Arrangement under clause 5.8.4. 

5. 9
Review of the Access Arrangement

	Section 3.19
An Access Arrangement must include:

	(a)
a date upon which the Service Provider must submit revisions to the Access Arrangement (a Revisions Submission Date); and

	(b)
a date upon which the next revisions to the Access Arrangement are intended to commence (a Revisions Commencement Date).

	In approving the Revisions Submissions Date and Revisions Commencement Date, the Regulator must have regard to the objectives in section 8.1, and may:

	(a)
determine an earlier Revisions Submission Date and Revisions Commencement Date than proposed by the Service Provider in its proposed Access Arrangement;

	(b)
define specific major events that trigger an obligation on the Service Provider to submit revisions prior to the Revisions Submission Date.

	Section 3.20
An Access Arrangement Period accepted by the Relevant Regulator may be of any length. However, except in the case of an initial Access Arrangement which has a review date before 1 January 2003, if the Access Arrangement Period is more than five years, the Regulator must not approve the Access Arrangement without considering whether mechanisms should be included to address the risk of forecasts on which the terms of the Access Arrangement were based and approved proving incorrect. These mechanisms may include:

	(a)
requiring the Service Provider to submit revisions to the Access Arrangement prior to the Revisions Submission Date if certain events occur, for example:

	(i)
if a Service Provider’s profits derived from a Covered Pipeline exceed a certain amount or if the value of Services reserved in contracts with Users are outside a specified range;

	(ii)
if the type or mix of Services provided by means of a Covered Pipeline changes in a certain way; or

	(b)
a Service Provider returning some or all revenue or profits in excess of a certain amount to Users whether in the form of lower charges or some other form.

Where a mechanism is included in an Access Arrangement pursuant to this section 3.20(a), the Relevant Regulator must investigate no less frequently then once every five years whether a review event identified in the mechanism has occurred.


	Section 3.21
Nothing in section 3. 21 shall be taken to imply that the Relevant Regulator may not approve an Access Arrangement Period longer than 5 years if the Relevant Regulator considers this appropriate, having regard to the objectives of section 8.1.

	Section 3.22
An Access Arrangement submitted under section 2.3 may include a date at which time the Access Arrangement will expire. If an Access Arrangement submitted under section 2.3 expires, the Covered Pipeline the subject of the Access Arrangement, shall cease to be Covered. The Service Provider must notify the Office of the Regulator-General if a Pipeline ceases to be covered under this section and the Office of the Regulator-General must update the Public Register accordingly.


5.9.1
The Revisions Submission Date will be 30 June 2002.  At this time revisions to the Reference Tariffs will be made in accordance with Chapter 9 of the Tariff Order. 

5.9.2
The Revisions Commencement Date will be 1 January 2003. 

Appendix 1

Description of Western Transmission System

The Western Transmission System is described in the table below and by the map attached to the Access Arrangement Information.

	Pipeline Licence
	Location/Route
	Length (km)
	Pipe Diameter (mm)

	Vic:145
	Paaratte - Allansford
	150
	

	Vic:155
	Allansford - Portland
	150
	

	Vic:168
	Curdievale - Cobden
	150
	

	Vic: 171
	Codrington - Hamilton
	150
	


Appendix 2

Tariff Order

[Refer to separate document.]

Appendix 3

Regulatory Framework Diagram
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