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The Review
On 19 January 2017, the Minister for Energy, Environment and Climate Change announced an
independent review of Victoria’s electricity network safety framework. On 5 May 2017, the Minister
announced an expansion of the review to include Victoria’s gas network safety framework.
The robustness of the gas supply infrastructure and the regulatory arrangements governing it supports a
safer and more resilient gas network. The expanded review provides an opportunity to assess how the
current gas network safety framework is performing and to identify priorities for the future.
Consistent with the expanded terms of reference, the review of Victoria’s electricity and gas network safety
framework is examining the safety framework applicable to the electricity and gas transmission and
distribution networks in Victoria and assessing its effectiveness in achieving desired safety outcomes. It will
review the design and adequacy of the safety regulatory obligations, incentives and other arrangements
governing the safety of Victoria’s electricity and gas network. The revised terms of reference are provided at
Appendix A.
The expanded review will consider:


The objectives of the safety framework in Victoria and an assessment of its effectiveness in
achieving electricity and gas network safety outcomes.



The design and adequacy of the safety regulatory obligations (including safety cases), incentives
and other arrangements governing energy network businesses and any opportunities for
improvement.



The extent to which the regulatory framework governing network safety ensures effective risk
management by energy network businesses.



The effectiveness of the regulator and governance arrangements in place to monitor and enforce
compliance with safety obligations and regulations by energy network businesses.

There are several important differences between the electricity and gas network safety frameworks.
Nevertheless, there are also many similarities, and both networks are regulated by the same safety
regulator: Energy Safe Victoria.
On 3 April 2017, the Review of Victoria’s Electricity Network Safety Framework Issues Paper (the Issues
Paper) was released setting out high level questions that might be addressed in written submissions relating
to electricity network safety.
This Supplementary Issues Paper is intended to be read in conjunction with that initial Issues Paper. It
identifies a similar set of questions that might be addressed in written submissions that specifically deal with
gas transmission and distribution network safety. Indeed, the high-level questions outlined here are mostly
very similar, if not identical, to those raised in the initial Issues Paper, reflecting the similarity of the key
regulatory issues, even though there may be important differences in the operational and regulatory details
applying to the two distinct networks.
Stakeholders wishing to address issues specifically related to the gas transmission and distribution
network safety framework are encouraged to make a submission in response to this Supplementary
Issues Paper by 16 June 2017.
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The Approach
The expanded review is being conducted in four phases:
-

Initial scoping and preparation of an Issues Paper on the Review of Victoria’s Electricity Network Safety
Framework (March 2017).

-

Initial scoping and preparation of a Supplementary Issues Paper on the Review of Victoria’s Electricity
and Gas Network Safety Framework (May 2017).

-

Release of Interim Report (third quarter of 2017)

-

Finalisation of Final Report (fourth quarter of 2017)

To promote transparency, the review will rely on written submissions as its primary source of information
from interested individuals and organisations.
The review has conducted a series of interviews with officers of Energy Safe Victoria (ESV) in relation to the
electricity network, and is reviewing relevant material held by ESV. The review will conduct further interviews
with ESV and review material in relation to the gas network safety framework. The review may also seek
interviews or further information from individuals and organisations that have provided submissions.
The terms of reference have regard to best practice safety and risk management frameworks and the
relationship between the safety regime and the economic regulatory regime. The review will continue to
consult with a range of regulatory agencies and experts, within Victoria and nationally.

Make a submission
All interested individuals and organisations are invited to make a submission to the expanded review.
Broad areas of interest identified in this supplementary paper include:


The effectiveness and efficiency of the current gas transmission and distribution network safety
framework and whether there is an optimal mix of prescriptive and outcomes-based regulation.



The extent to which the current framework promotes strong leadership of safety cultures and the
engagement of the workforce.



The effectiveness of the resources, tools and approaches utilised by ESV to monitor, assess and
enforce compliance with the safety framework.



The interactions between the economic regulatory and safety regulatory regimes.



Leading approaches or practices that could be adopted from other gas safety regulators, or from other
sectors, to further improve safety outcomes in Victoria.



The intersection of the functions managed by the Department of Environment, Land, Water and
Planning (DELWP), ESV and other Victorian Government agencies.



The capacity of the current safety framework to manage and adapt to the gas network of the future.

You can lodge your submission by:


Making a submission in writing and sending it by email to: delwp.secretariat@delwp.vic.gov.au



Submissions should be provided by Friday 16 June 2017.
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Publication of submissions
All submissions may be accessed by any member of the public either through publication or upon request
and will be placed in portable document format (PDF) on the Engage Victoria website,
https://engage.vic.gov.au/electricity-network-safety-review for public access, unless marked ‘IN
CONFIDENCE’ in the subject heading or in certain sections of the submission. In such instances, formal
requests for confidentiality will be honoured, however, submissions may be made publicly available under
the Freedom of Information Act 1982 (Vic). Any requests for public access to a submission will be
determined in accordance with the Act.
Submissions made by individuals that are marked ‘ANONYMOUS’ in the subject heading will be published
on the website with no personal information displayed.
DELWP is committed to protecting personal information provided by you in accordance with the principles of
the Victorian privacy laws. For more information, read DELWP's Information Privacy Policy at:
http://www2.delwp.vic.gov.au/__data/assets/pdf_file/0019/5464/DELWP-Privacy-Policy.pdf and refer to the
Privacy Collection Statement at the end of this document.

Connect with us
Visit the Engage Victoria website at: https://engage.vic.gov.au/electricity-network-safety-review.
Any queries should be directed to the Secretariat for the Review of Victoria’s Electricity and Gas Network
Safety Framework on (03) 9412 4556 or delwp.secretariat@delwp.vic.gov.au
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The Gas Network
Gas transmission and distribution in Victoria occurs under a regulated market model, with
transmission and distribution the responsibility of monopoly businesses.
For most of the 20th century Victoria’s gas supply was a State-owned, vertically-integrated monopoly run by
the Gas and Fuel Corporation. In the 1990s the State Government divested itself of these assets. Thereafter
gas supply was to comprise of four separate systems:
Production facilities process natural gas sourced from oil and gas fields located offshore in the Gippsland
and Otway Basins offshore and the Bass Coast area offshore. The gas is odourised and then injected into
the transmission system. Some gas is also supplied from interstate (South Australia and New South Wales).
Victoria’s transmission system is made up of pipelines and compressor stations that transport natural gas at
high pressure to the distribution networks. The main transmission system, known as the Declared
Transmission System (DTS) is owned by APA VTS Australia (Operations) Pty Ltd (Subsidiary of APA Group)
and operated by the Australian Energy Market Operator (AEMO). Separate business own and operate gas
pipelines that connect Victoria with neighbouring states. Other transmission pipelines including the Eastern
Gas Pipeline, SEA gas pipeline and the Tasmanian Gas Pipeline fall outside of the Declared Transmission
System and are not operated by AEMO.
Figure 1 below shows the Victorian gas system, comprising both the Declared Transmission System in
orange and other transmission pipelines in grey.
Figure 1: Victorian gas transmission system.1

1

Australian Energy Market Operator (2013), Declared Transmission System (Australian Energy Market Operator), Guide to Victoria's declared wholesale
gas market, 2012, at: https://www.aemo.com.au/media/Files/Other/corporate/Overview%20DWGM_July2013_FINAL.pdf.pdf)

Review of Victoria’s Electricity and Gas Network Safety Framework
Supplementary Issues Paper

5

Distribution networks transport the lower pressure natural gas from pressure reduction facilities to end
users.
Retailers purchase the gas and sell it to end users. The retailer is the point of contact between the industry
and individual customers with specific duties contained within the Gas Safety Act 1997 and associated
regulations. Key responsibilities to customers include maintaining the billing interface, communicating
changes to supply, ensuring gas quality and confirming new installations are safe prior to network
connection.

Figure 2: Natural Gas production and delivery 2

2

US Energy Information Administration, https://www.eia.gov/energyexplained/index.cfm?page=natural_gas_delivery
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Figure 3: Natural gas transmission and distribution networks in Victoria3
Transmission pipelines
Transmission pipelines in the Victorian Transmission System
Declared Transmission System (GasNet)
Owner:
Description:

APA Group
The Declared Transmission System (DTS) is a transmission pipeline network
owned by APA Group through its wholly owned subsidiary APA VTS Australia
(Operations) Pty Ltd.
The DTS transports natural gas within Victoria, supplying the Melbourne
metropolitan area and country areas. It also supplies gas to NSW via the
Interconnect with the Moomba Sydney Pipeline (MSP) at Culcairn and to
South Australia via the SEA Gas Pipeline at Port Campbell. The average
annual throughput of the DTS is in excess of 200 PJ per annum.

Transmissions pipelines holders that are not part of the Declared Transmission System
APA Group
Operates the SESA pipeline from Poolajeilo to South Australia
Ausnet Gas Services Pty Ltd
Ausnet holds 33 pipeline licences supplying gas to metropolitan and regional areas throughout Victoria. This is
approximately 15% of the total pipeline licences in Victoria.
Australian Gas Networks (Vic) Pty Ltd
AGN holds 34 pipeline licences supplying gas to metropolitan and regional areas throughout Victoria. This is
approximately 15% of the total pipeline licences in Victoria.
Australian Gas Networks Pty Ltd
This pipeline operates from the Victoria – South Australian border to the Mildura City Gate.
BHP Billiton Petroleum (Bass Strait) Pty Ltd and Esso Australia Resources Pty Ltd
BHP and ESSO jointly hold two pipeline licences supplying natural gas to metropolitan and regional areas throughout
Victoria.
Cooper Energy (PBGB)
Cooper Energy holds one pipeline licence supplying gas to regional area in Victoria.

3

Not all pipeline licences are for pipelines, a number of these licences were issued for City Gate facilities. Not all pipelines convey natural gas, some
convey liquid/gaseous hydrocarbons
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Gas Pipelines Victoria Pty Ltd
The GPV pipeline operates from Carisbrook to Horsham.
IPM Australia Pty Ltd
The IPM pipeline operates from Traralgon to the Loy Yang Power Station.
Jemena Eastern Gas Pipeline (1) Pty Ltd and Jemena Eastern Gas Pipeline (2) Pty Ltd
The Jemena pipeline operates from Longford to New South Wales and to the East Coast Power Plant at Bairnsdale.
Jemena VicHub Pipeline Pty Ltd
The Jemena Vichub pipeline operates from the Longford Compressor Station to APA’s Longford Metering Station.
Multinet Gas Pty Ltd
Multinet holds 16 pipeline licences supplying gas to metropolitan and regional areas throughout Victoria. This is
approximately 5% of the total pipeline licences in Victoria.
Origin Energy Resources Ltd
Origin holds six pipeline licences supplying gas to regional areas throughout Victoria.
Qenos Olefins Pty Ltd
The Qenos pipeline operates from Qenos Plant to the Esso Plant at Altona
Santos Ltd and Santos (NT) Pty Ltd
Santos holds four pipeline licences supplying gas to regional areas throughout Victoria.
South East Australia Gas Pty Ltd and Partners
The SEAGAS pipeline operates from the Iona Gas Plant to the Victoria – South Australian border.
Tasmanian Gas Pipeline Pty Ltd
The TGP pipeline operates from Longford to the shore crossing near Seaspray.

Storage facilities
Iona Underground Gas Storage Facility
Owner:

Lochard Energy

Location:

South-west Victoria

Dandenong LNG Storage Facility
Owner:

APA

Location:

Dandenong
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Distribution networks

Multinet Gas
Owner:

DUET Group4

Area:

Inner Melbourne and the outer East, the Yarra Ranges and South
Gippsland

Australian Gas Networks
Owner:

Cheung Kong Infrastructure

Area:

North and south-eastern Melbourne and northern and eastern
Victoria

AusNet Services
Owner:

Listed company (Singapore Power International 31%, State Grid
Corporation 20%)

Area:

Central and western Victoria

A consortium led by Hong Kong-based infrastructure company Cheung Kong Infrastructure (CKI) has been approved by Australia’s Foreign Investment
Review Board to acquire energy utility business operator Duet Group
4
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dgfgEvolution of the Safety Framework
d The Safety Framework Today
The gas network safety framework has developed over time since its origins in the Gas and Fuel
Corporation.
The Gas and Fuel Corporation of Victoria was established in 1951, absorbing the Melbourne Metropolitan
Gas Company before acquiring the remaining private gas companies that supplied gas to Victorian
customers. The regulation of gas was the responsibility of the Gas and Fuel Corporation before its
disaggregation and sale in the late 1990s.
Privatisation of Victoria’s state-owned gas assets and the establishment of new gas market arrangements
necessitated new regulatory arrangements. The Gas Industry Act disaggregated the monopoly utility into
three new gas distribution companies and three new gas retail companies. That Act also established the
Office of Gas Safety in July 1997, to oversee the safety of the distribution and use of gas. The accompanying
Gas Safety Act 1997 gave the Office of Gas Safety legislative and regulatory force, and policing powers. The
Gas Safety Act 1997 also introduced safety case requirements into the gas supply sector in Victoria,
particularly in relation to the operation of gas transmission, distribution and retail companies.
The 2004 review of Victoria’s energy safety regulators recommended a merger of the Office of the Chief
Electrical Inspector and the Office of Gas Safety to establish a single, integrated electricity and gas safety
regulator to streamline its work and improve efficiency. This led to the establishment of Energy Safe Victoria
(ESV), an independent statutory entity, enacted through the Energy Safe Victoria Act 2005.
The dangers associated with the production and supply of natural gas were made apparent in the 1998 when
an event at a gas plant in Longford, Victoria caused the death of two workers and severed the state’s gas
supply for two weeks. Following the Longford incident, legislation requiring major hazard facilities to produce
a safety case and safety management plans was established.
Legislation governing the pipelines industry in Victoria was reformed in 2005 with the promulgation of the
Pipelines Act 2005. The Act replaced the previous Pipelines Act 1967 and included changes to improve
safety.
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Gas Network Safety
An effective safety framework for the supply of natural gas is essential for the safety of the Victorian
public. Natural gas is an integral part of Victorians’ livelihoods and businesses and is required for
many essentials such as heating, cooking, hot water and for industrial processes in manufacturing,
and gas fired electricity generation.
A key objective of the gas network safety framework is to protect the Victorian community from injury or
death caused by gas leakages, loss of integrity of the pipelines transporting the gas or other issues that
could affect the integrity, security and quality of the gas supply.
Victoria has the largest residential gas demand of any Australian state. While significant gas incidents are
rare, the consequence of an incident occurring could have a major economic and safety impact on the
community. The hazardous nature of combustible gas as well as the high pressure at which it is transported
can, if there is a loss of containment, lead to the conditions for a potentially large explosion, presenting a
major risk to public safety.
Damage to pipelines can occur through inadequate maintenance, ageing infrastructure, accidental damage
(the risk and consequences of which can be exacerbated by encroachment), sabotage, weather events and
land movement. Leakages of gas from pipelines can occur as a result of damage to the pipeline, but can
also occur from inadequate operation, human error or technical malfunction.
Gas conveyed through the network must meet prescribed quality standards. By ensuring that gas meets relevant

quality parameters, the standards help to prevent explosion and fire occurring. Gas quality can also affect the
integrity of the pipeline. Because domestic and industrial appliances are designed to operate safely within a
certain gas quality specification range, off-specification gas can yield a risk to the community through a
potential explosion.
Gas is also intentionally odourised so that the people can detect it at a concentration well below the
explosive range of natural gas. By ensuring that gas contains a distinctive and unpleasant odour, gas leaks
are readily detected by consumers and members of the public, thus helping to ensure leaks are addressed to
avert explosion, fire and suffocation risks.
Loss of supply of gas can also result in a risk to public safety at the time of reinstatement. For example, air
penetrating the gas supply network would need to be purged from gas installations and appliances before
first being used after supply has been reinstated. If purging is not carried out properly, there is greater risk of
an incident.

The Gas Network Safety Framework
The gas network safety framework of today is a combination of regulation, obligations and economic
incentives that apply to gas distribution and transmission network businesses.
While the regulatory details differ between the gas and electricity sectors, Victoria’s gas network safety
framework is a mixture of prescriptive and outcomes-based regulation and incentives, similar to the electricity
network safety framework outlined in the review’s initial Issues Paper. The gas safety framework has evolved
over the past three decades with the deregulation and privatisation of the gas industry, the response to the
Longford explosion and the adoption of safety cases.
Prescriptive requirements include a range of government regulations that set out specific measures to be
implemented by gas network businesses, typically with little or no scope for the businesses to deviate from
the requirements. Outcomes-based requirements require risks to be minimised as far as practicable and
managed to acceptable standards, but network businesses are given greater flexibility to determine precisely
how they might achieve this within an overall framework to ensure acceptable safety
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Gas safety legislation and associated regulations
The relevant Acts and associated regulations stipulate a duty to protect the community, property and
environment from any risks arising from the conveyance and supply of gas, to take steps to avoid an
unreliable supply of gas, and to achieve technical compliance with the relevant Australian Standards. The
Australian Standards require the identification of threats and the implementation of control measures so that
risks to people, property and the environment are reduced to a level as low as reasonably practicable.
The safety of gas transmission and distribution is regulated through the Gas Safety Act 1997, the Pipelines
Act 2005 and the corresponding regulations. 5

Gas Safety Act 1997
The Gas Safety Act 1997 makes provision for the safe conveyance, sale, supply, measurement, control and
use of gas and to generally regulate gas safety. The Act is administered by ESV and imposes duties on gas
companies to minimise safety risks and to submit a plan (safety case) setting out the company’s safety
management policies and procedures relating to gas safety. It is ESV’s responsibility to assess the plan for
acceptance and to conduct on‐going audits to ensure that each gas company complies with the provisions of
its plan. Revised safety cases must be submitted every five years. 6
The Australian Energy Market Operator, natural gas transmission pipeline companies, natural gas
distribution companies, and natural gas retailers are all defined as gas companies for the purposes of the
Gas Safety Act. Liquefied petroleum gas (LPG) businesses become gas companies under the Gas Safety
Act 1997 if they are declared to be so by Order of the Governor in Council.
The safety regulations that govern the safety of the gas network include:

Gas Safety (Safety Case) Regulations 2008
The Gas Safety (Safety Case) Regulations 2008 regulate activities of gas companies, owners or operators of
gas facilities or installations in relation to the hazards and risks to the safety of the public arising from gas.
The regulations set out content requirements for safety cases which include safety management systems,
and requirements for reporting gas incidents.
The safety case requires the gas company to demonstrate it has systems in place to identify and mitigate
safety risks throughout its organisation. Safety cases of transmission and distribution businesses must
contain a formal safety assessment (containing, for example, identified hazards having the potential to cause
a gas incident, assessment of risk and measures to reduce risk), published technical standards applied, and
an emergency response plan. Australian Standards AS 2885 Pipelines – Gas and Liquid Petroleum, and AS
4645 Gas distribution network management are generally adopted by gas companies to give further safety
case guidance with AS2885 being the prescribed standard in the Pipelines Regulations 2017 for
transmission pipelines.

5

The National Gas Law and Rules also regulate safety, for example:
a)

91BA National Gas Law: one of AEMO’s functions is to coordinate the interaction of producers, storage providers and service providers for
ensuring a safe, secure, reliable and efficient declared transmission system.

b)

91BC National Gas Law: AEMO may give binding directions to registered participants to maintain and improve reliability or security or in the
interests of public safety

c)

288 National Gas Rules: covered service providers are required to provide a gas quality monitoring system, for approval by AEMO, at each gas
injection point and other points on the DTS to enable AEMO to monitor the quality of gas injected into and withdrawn from the DTS.

The National Gas Law is the Schedule to the National Gas (South Australia) Act (SA), applied in Victoria under the National Gas (Victoria) Act 2008 (Vic). It
authorises the gas market and provides for the governance framework. It provides for the making of National Gas Rules, and formal Procedures.
6

s46 Gas Safety Act 1997.
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Like transmission and distribution businesses, gas retail businesses are required to submit a safety case
although content requirements under the regulations7 differ (for example, retailers are not required to include
a formal safety assessment).

Gas Safety (Gas Quality) Regulations 2007
Under the Act, in addition to a gas company’s duty to manage and operate facilities to minimise risk, a
company must ensure gas conveyed meets prescribed standards of quality and complies with any other
prescribed requirements.
The Gas Safety (Gas Quality) Regulations 2007 regulate activities of gas companies in relation to the quality
of gas they convey and supply to customers. They prescribe quality standards, requirements for gas
odourisation, and requirements for testing gas quality.

Gas Safety (Gas Installation) Regulations 2008
The Gas Safety (Gas Installation) Regulations 2008 regulate the activities of licensed and registered
gasfitters, and gas appliance manufacturers and suppliers.
They provide standards for gas fitting work, procedures for the acceptance of appliances and gas
installations, and contain general provisions for the safety of gas appliances, gas installations and work on
gas appliances and installations.

Pipelines Act 2005
The Pipelines Act 2005 is intended to facilitate the development of pipelines within a regulatory framework
that establishes sound consultative processes and protects the public from environmental, health and safety
risks resulting from the construction and operation of pipelines. It is also designed to deliver greater certainty
and efficiency to pipeline proponents so that they can access finance and minimise costs.
The Pipelines Act 2005 is jointly administered by ESV and the Department of Environment, Land, Water and
Planning. Under the Act, licensees have general duties for safety and environmental protection and are
obliged to comply with Safety Management and Environmental Management Plans. Plans must be accepted
prior to operation and licensees must review and report on the plans every five years.
As transmission pipelines must be licensed under the Pipelines Act 2005, to avoid duplication a safety case
accepted under the Gas Safety Act 1997 for a licensed natural gas transmission pipeline is deemed to be an
accepted Safety Management Plan under the Pipelines Act 2005.

7

Gas Safety (Safety Case) Regulations 2008
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Pipelines Regulations 2017
The Pipelines Regulations 2017 provide for the regulation of pipelines which carry hazardous and
combustible gaseous and liquid substances. The regulations prescribe:









information required in the pre-licence and licence application process,
conditions that apply to licences,
contents of a decommissioning plan,
provisions for the reporting of safety and environment incidents in relation to pipeline operations,
standards for the construction and operation of pipelines,
matters to be included in Safety and Environment Management Plans,
infringement offences and penalties
various forms, fees and procedures authorised by the Pipelines Act 2005.

Gas Industry Act 2001
The Gas Industry Act 2001 regulates the Victorian gas supply industry. It requires persons who distribute or
sell gas to obtain a licence from the Essential Services Commission of Victoria (ESC), or a licence
exemption. It has some specific safety aspects, for example emergency powers of gas company officers and
employees.8

Major Hazard Facilities
Throughout the Victorian gas system, there are several specific sites in which the gas is produced or stored
and injected into the Victorian transmission system. Gas used by the Victorian gas system is defined as
dangerous goods in accordance with the Dangerous Goods Act 1985. Due to the large quantity of gas stored
at these sites, they are classified as Major Hazard Facilities under the Occupational Health and Safety
Regulations 2007. WorkSafe Victoria is required to licence and approve such sites. Major gas-related sites
include:






Esso Australia Pty Ltd, Longford
Lochard Energy (Iona Operations) Pty Ltd, Port Campbell
APA GasNet Australia (Operations) Pty Ltd, Dandenong
Origin Energy Resources Pty Ltd (BassGas), Lang Lang
Origin Energy Resources Limited (Otway Gas Plant), Port Campbell

The operators of Major Hazard Facilities are required by the Occupational Health and Safety Regulations
2007 to develop a safety management system and safety case to the satisfaction of WorkSafe Victoria.

Issues for consideration – safety legislation and approach to safety regulation:
Submissions to the review may seek to comment on the legislative framework underpinning the Victorian
Gas Network Safety Framework:
- Are there opportunities to improve the efficiency and the effectiveness of the Gas Safety Act, Pipelines Act
and associated regulations?

8

s156, Gas Industry Act 2001.
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- Should there be a change in the degree of prescription provided in the current framework? If so, what
would be the justification for any proposed changes?
- Are there examples of ‘better practice’ gas safety and risk management frameworks from other jurisdictions
(nationally or internationally) or from other industry sectors that should be considered?

Safety Culture and Workforce Engagement
As outlined in the review’s initial Issues Paper, an important aspect of any safety framework is to promote
and achieve a strong and consistent safety culture across regulated businesses.
A question to be considered by the review is the extent to which the existing framework in Victoria promotes
strong leadership from the top and the effective engagement of workers at all levels in achieving gas network
safety.

Issues for consideration — safety culture and engagement of the workforce:
Submissions to the review may wish to comment on the extent to which the current framework promotes
strong and effective safety cultures within gas transmission and distribution network businesses:
- Does the framework effectively promote the engagement of the workforce in promoting safety? Are there
opportunities for improvement?
- Are there opportunities to further promote strong safety leadership cultures?

Department of Environment, Land, Water and Planning and gas
network safety
The Department of Environment, Land, Water and Planning (DELWP) has primary carriage for advising the
Minister and the government on the policy framework for gas safety regulation, and is responsible for
developing legislation that ESV then administers as the safety regulator.
Responsibility for the Pipelines Act 2005 lies with the Victorian Minister for Energy, Environment and Climate
Change. DELWP is responsible for administering the Pipelines Act jointly with ESV. At an agency level,
regulatory roles are split between DELWP and ESV. In broad terms, DELWP has the key regulatory role at
the time of pipeline construction and decommission, while ESV regulates the pipeline during its operation.
Licensing, assessments of Environment Management Plans for construction and rehabilitation bonds are
undertaken by DELWP. Safety Management Plans and Environment Management Plans for operation are
accepted by ESV. It is ESV’s responsibility to assess the safety management plan for acceptance and to
conduct ongoing audits to ensure that each gas company complies with the provisions of its plan. DELWP is
responsible for assessing Decommissioning Plans, while ESV provides assistance on technical aspects of
these plans.
DELWP’s role includes setting environmental standards, requiring monitoring and ensuring that industry
operations meet community expectations. DELWP regulates licensing prior to and other aspects (e.g.
rehabilitation) after the operation of the pipeline. ESV also has a role in working with other stakeholders to
ensure there are appropriate planning systems in place for the protection of pipelines from third party
interference.

Review of Victoria’s Electricity and Gas Network Safety Framework 15
Supplementary Issues Paper

d The Safety Framework Today
Encroachment on Major Hazard Facilities and Gas Pipelines
As Victoria continues to grow, it is experiencing a transition in land use with urban development occurring in
areas close to hazardous facilities and high pressure gas pipelines. The Minister for Planning appointed an
advisory committee in 2015 under the Planning and Environment Act 1987 which made several
recommendations in relation to pipelines. The advisory committee identified that the main risk from high
pressure gas pipelines is the risk of gas explosions and that the Victoria’s planning system does not
adequately address land use planning for areas around such pipelines.

Issues for consideration — DELWP and ESV roles in gas network safety:
Submissions to the review may wish to comment on the respective roles of DELWP and ESV and on the
broader government programs and activities to promote gas network safety:
- Are the respective roles of ESV and DELWP clear and well-coordinated? Should any changes be
considered to the allocation of responsibilities between ESV and DELWP?
- Are there further matters that should be considered in relation to issues associated with planning around
gas pipelines to ensure public safety?

Energy Safe Victoria and its approach to regulation
Since August 2005, ESV has been responsible for the safety and technical regulation of electricity, gas and
pipelines in Victoria.
The nature and scope of ESV’s activities, its responsibilities and accountabilities and its governance and
corporate structure are defined in the Review of Victoria’s Electricity Network Safety Framework Issues
Paper released on 3 April 2017. Stakeholders wishing to make comment on ESV’s capabilities and
governance can include comments as part of their submission to this Supplementary Issues Paper.
In terms of ESV’s broader functions, aims and objectives with respect to gas network safety, ESV is
specifically responsible for natural gas transmission pipelines and non-natural gas pipelines, natural gas
distribution, reticulated liquefied petroleum gas (LPG), landfill biogas, liquefied natural gas (LNG), natural gas
retailers and LPG retailers.
The primary responsibility for ensuring network safety rests with the gas companies. The Gas Safety Act
1997 and the Pipelines Act 2005 vests ESV with the responsibility of regulating gas safety across Victoria.
These Acts are the principal instruments which impose safety obligations on transmission and distribution
businesses in Victoria and require these businesses to provide ESV with documentation for review that
details the safety systems in place to reduce the risk of their infrastructure causing harm to public safety.
ESV assesses compliance with safety cases, safety management plans and environmental management
plans for gas companies and pipeline licensees as well as safety cases for natural gas and LPG retailers to
ensure appropriate safety and environmental outcomes.
ESV advises industry and government on potential safety aspects of gas supply disruptions and enforces
natural gas restrictions should they be declared. The Director of Energy Safety has independent powers
under the Gas Safety Act 1997 to give any direction necessary to make a situation safe.
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Issues for consideration — ESV’s capabilities and governance:
Submissions to the review may wish to comment on ESV’s governance arrangements and capabilities to
regulate and promote gas network safety.
- Does ESV have the right mix of capabilities — people, skills and systems?
-

Are there capabilities, including in new and emerging areas that should receive greater attention and
investment?

-

Are there existing capabilities that could be scaled back or managed more efficiently by ESV?

Committees
ESV participates in a number of consultative technical committees that allow ESV to consult with other
national and interstate regulators and relevant advisory bodies, on technical and regulatory issues related to
electricity and gas safety.
The Gas Technical Regulators Committee is an association of government agencies responsible for gas
safety and supply with representatives from each state and territory in Australia and New Zealand.
ESV coordinates separate consultative committees for industry representatives of gas transportation and
supply, gas retailers, and LPG to discuss industry issues.
The Victorian Electrolysis Committee (VEC) is comprises of eight members appointed by the Minister who
support ESV in protecting underground and underwater structures (including pipelines) from corrosion
caused by stray electrical currents. Members for both committees include representatives from government
departments, private industry and specialised interest groups.

ESV’s auditing regime
ESV holds the gas network businesses accountable by requiring them to participate in regular targeted
audits to assess compliance with these safety systems. The safety case and safety plan requirements are
based on mandating a risk management process, constituting risk identification, risk assessments and the
implementation of risk controls, as well as record-keeping, auditing and updating requirements.
ESV’s Compliance and Enforcement Policy9 states it employs a range of tools to achieve compliance
including surveillance and monitoring of industry compliance levels, education, encouragement, assessment,
intervention, and enforcement.
ESV can issue improvement notices, infringement notices, official warning notices, prohibition notices and
directions after a serious incident or risk to safety and specific action is required to avoid harm to people or to
property.
Penalties exist for failing to comply with these notices, which include:
•

9

directions for safety reasons and in emergencies

ESV Compliance and Enforcement Policy at: http://www.esv.vic.gov.au/Legislation-Regulations/Enforcement/Enforcement-policy-and-philosophy
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•

improvement notices for contraventions of the Gas Safety Act 1997 and associated regulations, the
Pipelines Act 2005 and pipeline licence conditions

•

prohibition notices to gas companies and retailers for serious gas safety risks, and to pipeline licensees
for serious risks identified to health, safety or the environment.

A gas company may also be required to update its safety case, or a pipeline licensee to update its Safety
Management or Environmental Management Plan, for its continued acceptance.

Issues for consideration — ESV’s approach to regulation
Submissions to the review may wish to comment on ESV’s approach to gas regulation:
-

Does ESV strike an effective balance in its compliance and enforcement activities? (That is, a balance
between an approach that could be seen as too ‘light touch’, where regulatory interventions could be
stronger, and one that could be seen as too ‘heavy handed’, where regulatory interventions might be
seen as disproportionate to the risks involved).

-

Does ESV communicate its requirements effectively? Are there any aspects that could be improved?

Gas Safety Performance Reports
Following consultation with the gas industry, ESV has begun compiling regular Gas and Pipeline
Infrastructure Safety Management Reports which provide information about the level of compliance of sector
participants together with their responses to ESV’s auditing and monitoring of participants’ reporting and
ongoing safety management.
The first Gas and Pipeline Safety Management Report was prepared for the 2013–14 financial year and is
currently only available for industry and government and not released more widely. ESV has indicated its
intention to make the full report publicly available in the future in the interests of increasing transparency.
The reports discuss ESV’s activities in relation to each industry group including:
•

ESV’s activities and findings from monitoring safety framework documentation, self-reporting and audit
outcomes;

•

the status of safety framework documentation (Safety Case and Safety Management Plan) submissions
and approvals;

•

ESV’s engagements with industry and the community to address emerging risks and facilitate safety
outcomes via education and partnerships;

•

compliance and enforcement activities ESV undertook;

•

areas ESV intends to prioritise for the coming year;

•

each industry group’s threat-barrier diagrams to manage loss-of-containment risks.

Issues for consideration — safety reporting and public information
Submissions to the review may wish to comment on the current reporting practices on Victoria’s gas
network safety performance and areas for improvement.
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Economic Regulation
The gas networks are also subject to national and state legislation that governs the economic
regulation of the gas network businesses.
The Australian Energy Regulator (AER) is responsible for the economic regulation of transmission and
distribution of gas under the National Gas Law. The National Gas Law and National Gas Rules provide the
regulatory framework governing gas networks and set out a ‘coverage’ process, which determines whether a
gas pipeline should be subject to mandated third-party access arrangement and in what form. Pipelines that
are ‘covered’ (regulated) are subject to set pricing regimes, determined by the AER.
Various tiers of regulation apply, based on competition and significance criteria. Full regulation requires a
pipeline provider to periodically (typically every five years) submit an access arrangement to the AER for
approval. An access arrangement sets out the terms and conditions under which third parties can use a
pipeline. It sets out the tariffs, and terms and conditions for pipeline users, including charges to retailers for
transmission and distribution services. A business can also submit variations to its approved access
arrangement.
The AER assesses the revenues needed to cover efficient costs and provide a commercial return on capital,
then derives reference tariffs for the pipeline.
A more limited access arrangement can be lodged for 'Light Regulation' pipelines. Under light regulation,
the pipeline provider determines its own tariffs. The AER decides whether to approve a proposed access
arrangement and may request amendments.

Economic Incentive Mechanisms
The National Gas Rules provide that an access arrangement may include one or more incentive
mechanisms to further encourage efficiency in the provision of services by the service provider. Under the
National Gas Rules, the AER has full discretion as to whether to approve the introduction of an incentive
mechanism. By contrast, the National Electricity Rules include more prescriptive requirements on the
incentive arrangements the AER must apply to electricity distribution businesses. 10
To date, the AER has only approved an Operating Expenditure Incentive Mechanism (referred to as the
Efficiency Benefit Sharing Scheme (EBSS)) for gas networks. The efficiency benefit sharing scheme gives
network businesses incentives to spend efficiently and share the benefits with consumers. Among other
things, the incentive mechanism provides for carrying over increments for efficiency gains and decrements
for losses of efficiency from one access arrangement period to the next. Changes to existing incentive
mechanisms and the potential introduction of new incentive mechanisms may be considered in the
forthcoming regulatory period.
The rules which govern the gas market are made by the Australian Energy Market Commission (AEMC), a
national body that is jointly funded by the States and Territories.

National Gas (Victoria) Act 2008
The National Gas (Victoria) Act 2008 provides for a national framework for third party access to natural gas
pipeline services. It is part of a national scheme that gives effect to the National Gas Law and the National
Gas Rules in Victoria.

10

Farrier Swier Consulting, (2016) Issues Paper, Incentive Mechanisms for the Victorian Gas Distribution Businesses 2018 to 2022 Gas Access
Arrangement Review.
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Essential Services Commission and the Gas Industry Act 2001
The Essential Services Commission (ESC) is Victoria’s independent state-based economic regulator of the
electricity, gas, water and sewerage, ports, taxis and rail freight industries in Victoria. ESC licenses
participants in the gas sector and regulates the gas retail sector and distribution sector, to the extent they are
not regulated by the AER or ESV.
The ESC administers and enforces the Gas Industry Act 2001. Its objectives under the Act are to:


promote the development of full retail competition;



promote customer protections; and



promote a consistent regulatory approach to the industry.

As part of the licensing regime, the ESC administers the Gas Distribution Code11 which regulates how a gas
distributor operates its distribution network in a safe, efficient and reliable manner. The ESC also administers
the Guaranteed Service Level (GSL) scheme whereby payments are made to customers if minimum
guaranteed service supply levels are not met.
The ESC also administers the Unaccounted for Gas (UAFG) incentive mechanism whereby the difference
between metered gas injected at various supply points in the gas network and the allocated gas at end-use
customer delivery points is less than benchmarks set out in the Gas Distribution Code. The setting of UAFG
benchmarks forms part of a mechanism to incentivise the gas distribution businesses to improve the
reliability of the Victorian gas distribution network.
Issues for consideration — interactions between economic and safety regulation
Submissions to the review may wish to comment on the relationship between the economic regulatory and
safety regulatory frameworks.

Emerging trends
Security and reliability of supply
Declining gas production coupled with an increasing reliance of gas powered electricity generation to
maintain reliable and secure electricity supply and meet emission target reductions, means the supply of gas
is becoming more critical in Victoria’s energy mix. The full extent of the role gas powered generation will play
in transitioning towards Australia’s low emissions future is uncertain, and will depend on the scale and timing
of generation mix changes.12 The daily demand profile is changing to become increasingly volatile, making
maintaining system security more challenging, and potentially increasing the risk of supply shortfalls in gas
markets.13
The low pressure gas network is predominantly cast iron pipes that have been in operation since the
1880s.The industry is progressively replacing these low pressure cast iron pipes with high pressure

11

AER, Gas Distribution Code Version 11.0. Available at: http://www.esc.vic.gov.au/document/energy/26123-gas-distribution-system-code-2/

12

AEMO, 2017 Gas Statement of Opportunities (2017). Available at: https://www.aemo.com.au//media/Files/Gas/National_Planning_and_Forecasting/GSOO/2017/2017-Gas-Statement-of-Opportunities.pdf

13

AEMO, 2017 Gas Statement of Opportunities (2017). Available at: https://www.aemo.com.au//media/Files/Gas/National_Planning_and_Forecasting/GSOO/2017/2017-Gas-Statement-of-Opportunities.pdf
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polyethylene pipes which will reduce risk of gas leakages and water ingress associated with ageing
infrastructure and increase the capacity of the pipes to allow for growth in consumer demand.

Regional Gas Infrastructure Program
The Regional Gas Infrastructure Program aims to supply reticulated natural gas to eleven regional towns in
Victoria.14 As these towns are not connected to the existing gas transmission network, Enwave Australia will
supply natural gas to these towns via a compressed natural gas delivery solution, which involves
compressing natural gas in compressor stations in regional and metro locations, trucking the compressed
gas to the outskirts of each town where the gas is stored, depressurised and in turn reticulated via pipes to
homes and businesses within each town. This project is expected to be completed within four years.

Issues for consideration — emerging trends
Submissions to the review may wish to comment on the capacity of the existing gas safety framework to
effectively regulate emerging trends associated with the gas network.
-

14

Will any changes to the safety framework be required as gas transmission and distribution networks
evolve over time to adapt to changes in demand and with the adoption of emerging natural gas supply
solutions?

Regional Development Victoria, Regional Gas Infrastructure Program. Available at: http://www.rdv.vic.gov.au/regional-projects/regional-gasinfrastructure#CNG
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Figure 8: Gas Network Safety Framework*
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Appendix A – Terms of Reference
Expanded Terms of Reference
The review is intended to examine the safety framework applicable to electricity and gas networks in
Victoria.
The review will consider:
•

The objectives of the safety framework in Victoria and an assessment of its effectiveness in
achieving electricity and gas network safety outcomes.

•

The design and adequacy of the safety regulatory obligations (including safety cases and the
Electricity Safety Management Scheme), incentives and other arrangements governing energy
network businesses and any opportunities for improvement.

•

The extent to which the regulatory framework governing network safety ensures effective risk
management by energy network businesses.

•

The effectiveness of the regulator and governance arrangements in place to monitor and
enforce compliance with safety obligations by energy network businesses.

•

Any other matters that the Chair considers relevant.

In undertaking the review, the Chair will have regard to:
•

Best practice electricity and gas safety and risk management frameworks in other jurisdictions,
including nationally and internationally.

•

The relationship between the safety regime and the economic regulatory regime to ensure a
balance between safety objectives and economic impacts including the cost impost on
consumers.

Process
The review will be conducted by an independent Chair supported by a dedicated secretariat. The
Chair may seek expert advice.

The review should be informed by extensive consultation with all relevant stakeholders. This will
include public consultation.
Outcomes
The Chair will produce an interim report and a final report and recommendations to be presented to
the Minister for Energy, Environment and Climate Change by December 2017. Unless specifically
excluded, the interim and final report and recommendations will be made publicly available.
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Terms and abbreviations
Term

Definition

AEMC

Australian Energy Market Commission – the rule maker for Australia’s electricity and
gas markets, including the National Electricity Rules, National Gas Rules and National
Energy Retail Rules. AEMC also provides market development advice to governments.

AEMO

Australian Energy Market Operator – operates the energy markets and systems and
delivers planning advice in eastern and southern Australia. AEMO supports the industry
to deliver an integrated, secure, cost-effective national energy supply.

AER

Australian Energy Regulator – regulates energy markets and networks under the
national energy market legislation and rules in setting prices for using energy networks
to transport energy to customers in eastern and southern Australia.

DELWP

Department of Environment, Land, Water and Planning – ensures Victoria has the right
conditions to enable economic growth, while delivering liveable, inclusive and
sustainable communities.

DTS

The Declared Transmission System (CTS) has also been known as the Principal
Transmission System (PTS) and the APA GasNet System. Since 2002, it includes the
former Western Transmission System (WTS) which transported gas to Portland,
Hamilton and Cobden.
The DTS is a transmission pipeline network owned by APA Group through its wholly
owned subsidiary APA VTS Australia (Operations) Pty Ltd. APA acquired the DTS
when it purchased GasNet Australia in December 2006.
The DTS transports natural gas within Victoria, supplying the Melbourne metropolitan
area and country areas. It also supplies gas to NSW via the Interconnect with the
Moomba Sydney Pipeline (MSP) at Culcairn and to South Australia via the SEA Gas
Pipeline at Port Campbell. The average annual throughput of the DTS is in excess of
200 PJ per annum.

ESC

Essential Services Commission – Victoria’s independent economic regulator of
prescribed essential utility services supplied by the electricity, gas, ports and rail freight
industries.

ESV

Energy Safe Victoria is Victoria’s independent technical safety regulator responsible for
the safety and technical regulation of electricity, gas and pipelines in Victoria.

Linepack

The pressurised volume of gas stored in the pipeline system. Linepack is essential for
gas transportation through the pipeline network each day, and as a buffer for within-day
balancing.

LPG

Liquefied Petroleum Gas (LPG) is a mixture of hydrocarbon gases (mainly propane and
butane) that under pressure, liquefy. It can occur naturally in oil and gas fields, or can
be extracted at oil refineries during the production of other petroleum products. It is
used as a fuel source for industry and domestic use.

LNG

Liquefied Natural Gas (LNG) is natural gas (methane) that has been converted into
liquid form by freezing it to -161ºC so that it becomes a liquid. for ease of storage or
transport.
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Appendix C – Privacy Collection Statement
Privacy Collection Statement
The Department of Environment, Land, Water and Planning (DELWP) is committed to protecting
personal information provided by you in accordance with the principles of the Victorian privacy laws.
The information you provide will be used for the Review of Victoria’s Electricity and Gas Network
Safety Framework (the Review) which has an objective to examine the effectiveness of the electricity
and gas network safety framework in Victoria. The information in your submission is collected by
DELWP to administer the public consultation process only.
Your contact details may be used by DELWP or its contracted service providers under confidentiality
agreements as part of the Review process.
DELWP may do the following with your submission;
 publish a copy of your submission on the DELWP website or another Victorian Government
website;
 quote directly from your submission in the review report and/or the Government response to
the report;
 make available to other Victorian Government agencies.
For transparency and accountability, the contents of your submission may be published on a Victorian
Government website which is accessible worldwide. Any person may view your comments.
Your comments may remain on external servers, even once your comments are removed from the
original website it was published on. All Submissions marked ‘IN CONFIDENCE’ in the subject
heading will not be published on the review’s website.
All submissions may be accessed by any member of the public either through publication or upon
request unless you seek, and your comments are given, confidential status.
If you are making comment as an organisation, then your comments may be published, including the
name of your organisation and the contact details you have provided in your submission.
If you are making comments as an individual, then your comments may be published, including your
name but with no other details. Your name will not be published if you mark your submission as
‘ANONYMOUS’ in the subject heading.
If you freely and voluntarily provide any ‘sensitive information’ under the Privacy and Data Protection
Act 2014 in your submission, DELWP will consider that provision to be consent to collect the
information and will then protect it under the Information Privacy Principles in the Act. Sensitive
information is information relating to racial or ethnic origin, political opinions, membership of a political
association or trade association/union, religious or philosophical beliefs or affiliations, sexual
preference or criminal record.”
You have the right to access and correct your personal information. Requests for access should be
sent to the Principal Secretariat Officer, Secretariat of the Review of Victoria’s electricity and gas
network safety framework, 8 Nicholson Street, East Melbourne, Victoria 3002 or contact by phone on
03 9412 4559.
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