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A decade of NCP: reforms

» Opening up of state controlled infrastructure
— Gas, Electricity, Rail, Telecommunications




Inifrastructure Regulation
e Eacts

* No shortfall in investment in ACCC
regulated infrastructure

* VERY high levels of investment under ACCC




Electricity Investment
Irhe Eacts

* Over $4.5 billion under ACCC regulation since 1999

« TransGrid and EnergyAustralia investment decisions.
— Collectively accommodate over $1.4 billion in new




Gas Investment
The Eacts

“The current regulatory quagmire is suffocating new pipeline
development and requires urgent policy attention by
governments.”

Australian Pipeline Industry Association 28 October 2001




lncreased rmvestment:
Under Gas Code

Transmission pipeline capital expenditure 1990-2002
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Viajor new: pipelines

 Constructed
— Eastern Gas Pipeline: Longford (Vic) to Sydney
— Tasmanian Gas Pipeline: Longford (Vic) to Tasmania
— Roma to Brisbane Pipeline looping
— SEA Gas Pipeline: Port Campbell (Vic) to Adelaide




|AVestment IR dependent markets

« Electricity generation benefits from gas fired
generation

« Substantial exploration and development of
aditional ga lelds and coa cadlll Irietlalic




ACCC Regulation —
Good for Investors

« Utilities Accumulation Index compound return of
17.4% V ASX 200 of 11.1%

« Fitch Ratings ““the current regulatory regime appears
relatively supportive for transmission entities™.




Conseguences off relaxing current
frramewoik

» Monopoly owners allowed to exercise
monopoly power over prices

« ACIL Tasman finding
— GDP reduction of $11 billion over 15 years




Energy regulation and the ACCC
- the next steps

» Ministerial Council on Energy to be
Australia’s single energy market governance
body

» Two new statutory commissions




Australian Energy: Reguiator

 Independent
» Consistent approach to competition law
» Consistency In regulation across national




How the AER will work

« ACCC will continue existing functions
— Enforcement
— Authorisation
— Approval of access codes and undertakings




How the AER will work

« AEMC, AER and ACCC empowered to share
relevant information

» AER responsible for making regulatory




National Electricity.
Viarket oljective

« Single clear national objective

“To promote efficient investment in, and use of,
electricity services for the long term interests of
consumers of electricity with respect to price,




AER Enforcement

» Responsible for bringing court proceedings for
breaches of National Electricity Law and Rules

» Power to apply directly to magistrate for
search warrants




EEneray: IsSUes

 Retail competition in electricity

— Need to iImprove consumer involvement and price
signals




Importance of Retailf Competition

« Consumers only able to contribute If they can
act on price signals.

« Parer found impediments:




|mproving consumer
Invoelvement 1 the NEM

* Interval meters for residential customers
— Consumers must be able to respond as prices vary

» Regulatory frameworks must encourage




VISP Appeal

 Tribunal rejected valuation methodology
applied by both ACCC and EAPL

* Inconsistent with WA Supreme Court ruling In




Gas Coede rulings

* Four appeals from 13 access arrangements

e 22 Issues raised in appeals
— 10 abandoned by provider before reaching




Glokal Competition Review

» ACCC rated one of the world’s leading competition
agencies
— US & UK 4 %4 stars
— EU 4 Y4 stars
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