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Economic Regulation Authority

INTRODUCTION

1. On 29 January 2010 WA Gas Networks Pty Ltd (WAGN) submitted to the Economic
Regulation Authority (Authority) its proposed revisions to the access arrangement
for the Mid-West and South-West Gas Distribution Systems (GDS) for approval
under the National Gas Access (Western Australia) Act 2009 (NGA), together with
the required access arrangement information.

2. The Authority issued its draft decision regarding WAGN's proposed access
arrangement revisions on 17 August 2010. The draft decision listed 74 Required
Amendments which the Authority required WAGN to make to its proposed access
arrangement revisions in order for those proposed access arrangement revisions to
be approved by the Authority.

3. On 8 October 2010 WAGN submitted to the Authority an amended version of its
proposed access arrangement revisions for the GDS, as allowed by rule 60(1) of
the National Gas Rules (NGR), together with amended access arrangement
information.

4. On 28 February 2011 the Authority issued its final decision regarding WAGN'’s
amended proposed access arrangement revisions dated 8 October 2010. The final
decision of the Authority was to refuse to approve WAGN'’s amended proposed
access arrangement revisions.

5. As a consequence, the Authority was required to propose revisions to the access
arrangement for the GDS, which the Authority did by its final decision.

6. The Authority is also required to make a decision giving effect to its proposed
access arrangement revisions within two (2) months of the issue of the final
decision. This document constitutes that decision.

7. Further, by this decision the Authority requires WAGN to amend its proposed
amended access arrangement information so as to reflect the access arrangement
revisions given effect by this decision.

AUTHORITY’'S ACCESS ARRANGEMENT
REVISIONS

Legislative requirements

8. Rule 64 of the NGR states:

(1) If, in an access arrangement final decision, the [Authority] refuses to
approve an access arrangement proposal (other than a variation
proposal), the [Authority] must itself propose an access arrangement or
revisions to the access arrangement (as the case requires) for the
relevant pipeline.

(2) The [Authority’s] proposal for an access arrangement or revisions is to be
formulated with regard to:
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10.

11.

12.

13.

14.

(&) the matters that the Law requires an access arrangement to
include;

(b) the service provider’'s access arrangement proposal; and
(c) the [Authority’s] reasons for refusing to approve that proposal.
3) The [Authority] may (but is not obliged to) consult on its proposal.

4) The [Authority] must, within 2 months after the access arrangement final
decision, make a decision giving effect to its proposal.

) Where the [Authority] makes a decision under this rule, it must:
(a) give a copy of the decision to the service provider; and

(b) publish the decision on the [Authority’s] website and make it
available for inspection, during business hours, at the
[Authority’s] public offices.

(6) The access arrangement or the revisions to which the decision relates
takes effect on a date fixed in the determination or, if no date is so fixed,
10 business days after the date of the decision.’

Pursuant to rule 62(2) the final decision was to refuse to approve WAGN'’s
amended proposed access arrangement revisions.

As a consequence, by the final decision the Authority proposed revisions to the
access arrangement for the GDS as required by rule 64(1) of the NGR. That is, the
Authority identified in the final decision those parts of WAGN's amended proposed
access arrangement revisions dated 8 October 2010 which the Authority would
adopt and, otherwise, the amendments to those proposed revisions that would be
included within the Authority’s access arrangement revisions for the GDS.

The Authority’s access arrangement revisions for the GDS are set out in Appendix
1 to this decision.

Pursuant to rule 64(2) of the NGR the Authority’s access arrangement revisions for
the GDS have been formulated having regard to the requirements of the NGL and
NGR, WAGN'’s amended proposed access arrangement revisions dated 8 October
2010 and the Authority’s reasons for refusing to approve WAGN’'s amended
proposed access arrangement revisions as set out in the final decision.

The Authority hereby gives effect to the access arrangement revisions for the GDS
which are set out in Appendix 1 to this decision.

Pursuant to 64(6) of the NGR, those access arrangement revisions will take effect
on and from 12 May 2011.



15.

16.

17.

18.

19.

20.

Rule 42 of the NGR provides that:

‘(1)  Access arrangement information for an access arrangement or an access
arrangement proposal is information that is reasonably necessary for
users and prospective users:

(a) to understand the background to the access arrangement or the
access arrangement proposal; and

(b) to understand the basis and derivation of the various elements of
the access arrangement or the access arrangement proposal.

(2) Access arrangement information must include the information specifically
required by the Law.’

Rule 43(3) of the NGR provides that:

‘3) If information submitted as access arrangement information is, in the
[Authority’s] opinion, deficient in its comprehensiveness or in any other
respect, the [Authority] may require the proponent:

(a) to make the revisions necessary to correct the deficiency and to re-
submit the access arrangement information; or

(b) to submit further access arrangement information as an addendum
to the information already submitted.’

As explained earlier in this decision, the NGR confers on the Authority an obligation
to propose, and the power to give effect to, its own access arrangement revisions
where, as in this instance, the Authority does not approve the service provider’s
revisions proposal in a final decision.

The NGR does not confer on the Authority the power to prepare its own access
arrangement information relating to the Authority’s access arrangement revisions.

The power conferred on the Authority by rule 43(3) is, so far as is relevant, the
power to require the service provider to revise its access arrangement information
and resubmit it if the Authority is of the view that the access arrangement
information is deficient.

The Authority is of the view that the amended access arrangement information
lodged by WAGN on 8 October 2010 is deficient. The amended access
arrangement information submitted by WAGN will not fulfil the requirements of rule
42 of the NGR as regards the Authority’s access arrangement revisions for the
GDS. That is because the amended access arrangement information submitted by
WAGN relates to and explains WAGN’s amended proposed access arrangement
revisions and not the Authority’s access arrangement revisions.



21.

22.

Pursuant to rule 43(3)(a) of the NGR, the Authority hereby requires WAGN to revise
its amended access arrangement information. The revisions that are required to
the amended access arrangement information are set out in Appendix 2 to this

decision.

The Authority requires WAGN to re-submit the access arrangement information
revised in accordance with this decision by 12 May 2011.
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Appendix 1 - Authority’s access arrangement revisions
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Appendix 2 — Required revisions to the access
arrangement information
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Appendix 3 - Glossary

Term Definition

Authority The Economic Regulatory Authority of Western Australia established
pursuant to the Economic Regulation Authority Act 2003.

Draft decision The draft decision dated 17 August 2010 in relation to WAGN'’s proposed
access arrangement.

Final decision The final decision dated 28 February 2011 in relation to WAGN’s amended
proposed access arrangement.

National Gas Rules The National Gas Rules made under the National Gas Access (Western
Australia) Act 2009.
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Appendix 4 - Abbreviations

Abbreviation
GDS

NGA

NGR

WA

WAGN

For

Mid-West and South-West Gas Distribution Systems
National Gas Access (Western Australia) Act 2009 (WA)
National Gas Rules

Western Australia

Western Australian Gas Networks Pty Ltd
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	Access Arrangement for WAGN As drafted and approve.pdf
	1. REFERENCE TARIFF VARIATION MECHANISM
	(a) in accordance with clause 2 of this Annexure B; and
	(b) as a result of a cost pass through for a defined Cost Pass Through Event, under clause 3 of this Annexure B.

	2. REFERENCE TARIFF VARIATION MECHANISM – VARIATION IN ACCORDANCE WITH FORMULA
	2.1 Variation
	(a) WAGN may vary any Haulage Tariff by varying one or more Tariff Components of that Haulage Tariff during a Variation Period in accordance with this clause 2 of Annexure B.
	(b) Each Haulage Tariff varied under this clause 2 of Annexure B applies as varied on and from the first day of the applicable Variation Period.
	(c) Where, in this clause 2 of Annexure B, reference is made to forecast Regulatory Operating Expenditure, that forecast is to be in Real December 2009 Dollars.
	(d) Where, in this clause 2 of Annexure B, a reference is made to actual Regulatory Operating Expenditure, that actual is to be in Nominal Dollars (dollars of the day) as presented in the WAGN Financial Statement.

	2.2 Variation Period is the year commencing 1 July 2011
	2.3 Variation Period is the year commencing 1 July 2012
	2.4 Variation Period is the year commencing 1 July 2013
	2.5 Alternative to CPI All Groups, Weighted Average of Eight Capital Cities
	(a) If the ABS publishes a substitute index, WAGN may (subject to the ERA's approval) use the substitute index if it believes the use of that substitute index (with, if necessary, any arithmetical correction factor) will maintain a reasonable level of continuity between Haulage Tariffs calculated using the CPI All Groups, Weighted Average of Eight Capital Cities and Haulage Tariffs calculated using the substitute index.
	(b) If WAGN does not adopt a substitute index under clause 2.5(a) of Annexure B, WAGN may (subject to the ERA's approval) use any other substitute index.
	(c) If the ERA does not approve an index proposed by WAGN under clause 2.5(b) of Annexure B, then WAGN may use a substitute index determined by an independent consulting actuary.  The independent consulting actuary will be appointed at the request of WAGN or the ERA by the President for the time being of the Institute of Actuaries of Australia.  The consulting actuary will act as an expert and not as an arbitrator.  The actuary's costs will be borne by WAGN and may be recovered through Haulage Tariffs.  


	3. REFERENCE TARIFF VARIATION MECHANISM – COST PASS THROUGH EVENTS
	3.1 Cost Pass Through Events
	(a) WAGN incurs HHV Costs that constitute Conforming Operating Expenditure;
	(b) WAGN incurs Physical Gate Point Costs that constitute Conforming Operating Expenditure;
	(c) WAGN incurs Conforming Operating Expenditure as a direct result of a Change in Law, Tax Change or Regulatory Change;
	(d) WAGN incurs Conforming Capital Expenditure or Conforming Operating Expenditure as a direct result of any Law that:
	(i) establishes, changes or regulates the operation of, an emissions trading scheme or mechanism that has as one of its objectives the management or reduction of greenhouse gas emissions or concentrations and which includes the scheme set out in, or a scheme similar to, the scheme contemplated in the Carbon Pollution Reduction Scheme Bill 2009 (Cth) and its associated legislation and regulations, as promulgated, supplemented or amended from time to time (Emissions Trading Scheme);
	(ii) imposes a fee, penalty or Tax on greenhouse gas emissions or concentrations; or
	(iii) establishes, changes or regulates the operation of, any renewable energy scheme, including the scheme under the Renewable Energy (Electricity) Act 2000 (Cth) and its associated legislation and regulations, as promulgated, supplemented or amended from time to time,
	(iv) only direct operating costs associated with preparation for, compliance with the Laws which implement, and the participation in, an Emissions Trading Scheme; and
	(v) only liability for direct operating costs transferred to WAGN from another entity as a direct result of accordance with an Emissions Trading Scheme; or
	(e) WAGN incurs Conforming Operating Expenditure additional to the amount forecast for the purpose of determining Total Revenue for Haulage Tariffs of the Current Access Arrangement Period because there has been a change in the price of Gas purchased by WAGN to replace Unaccounted for Gas, and this change exceeds the change due to inflation, as measured by the change in All Groups, Weighted Average of Eight Capital Cities.


	3.2 Variation of Haulage Tariffs
	(a) must notify the ERA of the relevant event; and
	(b) may vary one or more Haulage Tariffs to recover only direct operating costs incurred or forecast to be incurred by WAGN (or on WAGN's behalf) as a direct result of the relevant event, provided that those costs have not already been recovered by WAGN.


	4. VARIATION REPORT TO BE GIVEN TO THE ERA
	4.1 Variation report – reference tariff variation formula
	(a) the proposed varied Haulage Tariff and varied Tariff Components;
	(b) the date or dates on which the varied Haulage Tariff is to come into effect;
	(c) calculations showing the derivation of the varied Haulage Contract using the formula in clause 2 of Annexure B; and
	(d) a statement of reasons for the variation of the Haulage Tariff.

	4.2 Variation report – cost pass through event
	(a) a statement of reasons for the variation of the Haulage Tariff as a result of the cost pass through;
	(b) supporting calculations demonstrating consistency with the requirements of clause 3 of Annexure B; 
	(c) supporting information substantiating the amount and nature of the costs proposed to be passed through by the varied Haulage Tariff; and
	(d) the date or dates on which it is proposed by WAGN that the varied Haulage Tariff shall come into effect.

	4.3 ERA response to a variation report
	(a) The ERA will use its reasonable endeavours to give written notice to WAGN within 45 Business Days of the receipt of a variation report advising whether the ERA approves or does not approve the varied Haulage Tariff detailed in that variation report and providing reasons for its decision.
	(b) If WAGN gives the ERA a variation report under clause 4.2, anytime before the ERA gives notice pursuant to clause 4.3(a) of Annexure B the ERA may require WAGN to provide further substantiation of the amounts and the nature of the costs that WAGN proposes to be passed through by the varied Haulage Tariff and requiring WAGN to provide that further substantiation by a date specified in the ERA’s request.
	(c) If the ERA does not approve the varied Haulage Tariff, it will not come into effect.
	(d) If the ERA approves the varied Haulage Tariff, it will come into effect on the date or dates specified in the variation report or, if the date or dates specified in the variation report have passed, then on the date or dates specified in the ERA’s notice under clause 4.3(a) of Annexure B.
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