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PIPELINE AUTHORITY AMENI)MENT BILL 1992

GENERALOUTLINE

The principalaimof the Bill is to amendthePipelineAuthority Act
1911(“the PrincipalAct”) soasto enablethe re-organisation of the business
of the PipelineAuthority (“TPA”). The re-organisationwill takeeffect on a
particularday (“the re-organisationday”) whenpartof the businessof TPA,
andrelated assets,principally the CanberraandOberon gaspipelines,are
transferred to a nominated wholly ownedsubsidiaryofTPA (‘the receiving
subsidiary”). The subsidiary will then ownandoperate thosepipelinesand
undertakeother pipeline related functionson a commercialbasis,leaving
TPA to ownandoperatethe Mooniba-Sydneypipeline system.

2. It is intendedthatthe subsidiarywill operate asa separate
commercialentity to TPAandbe subjectto the guidelinesfor Government
BusinessEnterprise Accountability. The transfer of assetsto the subsidiary
will be revenueneutral, no tax liability will be incurred on the transfer, but
the subsidiary will thereafter be subject to the taxation applicableto a
corporation. The Authority will remain exemptfrom incometax.

3. The assetsto be transferred are, on current market value terms,
assessedto be in the range $12-15 million but areto be revaluedaspartof
the transfer. The objective is for the subsidiary’s capitalbaseto be
structuredfor it to achievean “A” credit rating. Its borrowings will not be
subjectto Government guarantees.

4. The Bill amendsthe PrincipalAct to furtherassistTPA in its future
role. TPA Board will be expandedby two directors. Directors are to be
appointed by the Minister andbe subjectto dismissalby theMinister on
groundswhichshall include on-goingunder performance. The
remuneration arrangementsfor the ChiefExecutiveandseniorexecutives
of TPA will be unchanged. Remunerationof the ChiefExecutiveof the
subsidiary will be determinedby the Board of the subsidiary in consultation
with the RemunerationTribunal, while remuneration of seniorexecutivesof
the subsidiary will be the responsibility of the Board havingregard to
existing award coverage.

5. Thebasisandprocessof dividend paymentsby the subsidiarywill be
subject to Ministerialapproval, taking into accountthe needfor capital
requirements. TheBill provides for thepassingon to the Commonwealth,
via TPA, of dividendspaid by the subsidiary.

FINANCIAL IMPACT STATEMENT

6. The proposalsput forward in the Bill will not affect Government
expenditure. The creation of a subsidiarymay require two new positionsin
the Pipeline Authority. The Bill will not impact on anyother sectionof the
community.
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7. Thecapital andanyotherfinancial resourcesprovidedbyTPA to the
subsidiaryin exchangefor shareequity, plus the revenueearningcapability
of the Canberra andOberon pipelines and (whenbuilt) the Riverina
pipeline extension,shouldpermit the paymentof dividendsby the
subsidiaryat an early stage.

Definition of Terms

8. The following abbreviations areusedin thisExplanatory
Memorandum.

“TPA” meansThePipeline Authority

“CGT’ meanscapitalgains tax

“Subsidiary” meansthesubsidiaryto be establishedbyTPA

“Principal Act” : meansthe PiyelineAuthority Act 19Th

“Board” meansthe Board ofTPA
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NOTES ON INDIVIDUAL CLAUSES

Clause 1: Short title

9. Providesfor the citationof the Act.

Clause2: Commencement

10. Providesfor theAct to comeinto operation on the day onwhich it
receivesRoyalAssent.

Clause3: Princinal Act

11. Definesthat, for the purposesof thisAct, the “Principal Act” means
the PipelineAuthority Act 1973.

Clause4: Interpretation

12. Amendssubsection3(1) of the PrincipalAct by insertinga definition
of “subsidiary company”, whichmeansa companythatis a subsidiaryof
TPA.

13. New subsection3(4)providesthatthe Corporations Law will

determinewhether a companyis a subsidiaryof TPA.

Clause5: Membershin of authority

14. Subclause5(1)amendssection6 of the PrincipalAct by changing the
descriptionsofTPA Board membersto directors, Chairperson, Deputy
Chairperson andChiefExecutiveOfficerandprovidesfor two additional
part-time directors of WA Board. Theadditionaldirectors will enablethe
WA Board to containa wider balanceof peoplewith relevant expertiseand
soundbusinessacumen.

15. Subclause5(1) alsoprovides for directors,other than the Chief
ExecutiveOfficer, to be appointedby the Minister for periodsnot exceeding
5 years. Previously, membersof the Authority wereappointed by the
Governor-General for a period not exceeding7 years.

16. Subclause5(2) provides for existingpart-time WA membersto
continueaspart-timedirectors for the remainderof their term.

17. Subclause5(3) provides for theexistingChairman or Deputy
Chairmanto continueasthe Chairpersonor Deputy Chairperson for the
remainder of theirterm.
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Clause6: Leave of absence

18. Amends section8 of the PrincipalAct to allow for the ChiefExecutive
Officer to be grantedleavebyWA Boardon suchtermsandconditionsas
the Board determines. Previouslythe ChiefExecutiveOfficers leavewas
granted by the Minister. Thisamendmentis consistentwith the objective
of the Authority beingresponsiblefor its day-to-day managementpractices.

Clause7: Termination of appointment

19. Amends section9 of the PrincipalAct to provide for the Minister,
rather thanthe Governor-General, to terminatethe appointmentof a part-
time director andthegroundsfor suchtermination,namelywherethe
director’s performance hasbeen,in the opinion of the Minister,
unsatisfactoryover a significant period. The description of TPA Board
Membersis also changedto Directors.

Clause8: Chief ExecutiveOfficer

20. Subclause8(1)repealssection10 octhePrincipalAct and substitutes
newsections10, bA and lOB.

21. New subsections10(1) to (5) allow the ChiefExecutiveOfficer
(formerly referred to asthe “Executive Member”) to be appointed by TPA
Board on a full-time basis,at the Board’s pleasure, up to the ageof65.

Disclosureof Interests

22. New subsectionslOA(1) to(S)replacethe previousprovisions of the
Principal Act dealing with thebasison whichdisclosureof interestsby a
directoris to betreated at meetingsofWA.

Resignation

23. New section lOB is consequentialon the changein description from
“member” to “part-time director”. Subclause8(2) provides for the existing
ExecutiveMember to hold office asthe Chief ExecutiveOfficer.

Clause9: Acting antointments - part-time directnrs

24. Repealssection11 of the Principal Act, at the sametime taking
accountof the newprovision (seeclause8 above)whereby the Chief
ExecutiveOfficer is to be appointed byWA Board.

25. Newsubsections11(1)to (4) provide thebasison whichtheMinister
may appoint a personto act aspart-time director, andoutline the
circumstancesunder which theDeputy Chairperson, or suchother director
or acting director asmaybe appointed by the Minister to do so,would act as
Chairperson duringdesignatedperiodsof absenceof the Chairperson.
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Acting anoointments - ChiefExecutiveOfficer

26. Newsubsections11A(l) and(2) provide the circumstancesand
conditions under whichWA Board mayappoint apersonto act asChief
ExecutiveOfficer during designatedperiods.

Clause10: Meetingsof Authority

27. Thisclauseamendssection12 of the PrincipalAct to provide for the
number of directorsconstitutinga quorum to beincreasedfrom four to five.

Clause11: General powersof Authority

28. Thisclauseamendssection15 of thePrincipalAct to empower WA
to enter intocontracts for thepurposeof the Act.

Clause12: Particular powersof Authority

29. Thisclauseamendssection16 of the Principal Act to give WA the
power to form subsidiariesandjoint ventures. It alsoprovides for a
subsidiarycompanyto uselandin which theAuthority hasan interest.

Clause12: Limitation on formation etc. of companies

30, Thisclauseinserts a new sectioniSA in the Principal Act. Section
1SA provides that TPAmust not form a subsidiary or joint venturewithout
the written approval of theMinister.

31. The Minister’s approval maybesubjectto termsand conditions(other
than in relationto amountsto bechargedfor work done,or services,goods
or information supplied by the Authority). The Minister’s approval would
provide the mechanismby which GovernmentBusinessEnterprise
guidelineswould be imposedon a subsidiary.For example,the Ministerial
approval would outline the termsandconditionsofBoard appointments,
corporate planningand reporting requirements, financial targets, etc.

32. The Minister mayrevokeor varythe termsand conditionsof an
approval, but not affect any contract enteredinto or actsdoneprior to the
revocationor variation.

Clause14: Powerto enter land andtake levelsetc

33. This clauseamendssection17 of the PrincipalAct to empower
officers or employeesof a subsidiarycompanyto enter landfor the purposes
of TPAbusiness.

Clause 15: Powerto enter andoccupy land

34. Thisclauseamendssection18 of the Principal Act in a manner
similar to clause14 above,in extendingWA powersto officers or
employeesof asubsidiarycompanyto enter andoccupy land.
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Clause16: Functions of subsidiary

35. Thisclauseaddsa newsectioniSA to thePrincipalAct.

36. Subsections18A(a) to (d) provide for theexistingfttnctions ofWA to
be extendedto a subsidiaryandto enablea subsidiaryto buyandsell
petroleum for conveyanceby pipeline andto provide pipeline consultancy
andtransmissionsupport servicesin Australia andoverseas.

Clause17: Repealof section29

37. Thisclauserepealssection29 of the PrincipalAct and thereby
removesthe requirement for the Minister to approveWA entering into any
contract exceeding$500,000.Ministerial oversight will, in future, be
carried out through approval of corporateand financialplans.

Clause 18: Profits of the Authority

38. Amendssection30 of the PrincipalAct to makeWA profits subject to
the paymentto the Commonwealthof dividends receivedfrom TPA’s
subsidiary.

Clause19: Authority to nay dividends from subsidiariesto the
Commonwealth

39. This clauseinsertsanewsection30A in thePrincipalAct. Section
30A directsthe Authority to pay to the Commonwealthamountsof
dividends receivedfrom subsidiaries,other than such amountsasare
specifiedby the Minister in writing.

Clause20: Liability of subsidiary to taxation

40. This clauseinsertsnewsections33Aand33B in the Principal Act.

4i. New section33A provides thata subsidiary companyis not a public
authority for the purposesof the IncomeTaxAssessmentAct 1936 and is
subject to taxation under the lawsof the CommonwealthandaStateor
Territory.

Revaluation ofAssets

42. Newsection33Brequires TPAto revalueits assetseverythree years

in accordancewith normalcommercialpractice.

Clause21: PART VA - RE-ORGANISATION OF TEE BUS1NESSOF

TEEALPI’HORITY

43. Thisclauseinsertsanew part, “PartVA - Re-organisationof the
Businessof the Authority” into the PrincipalAct. Thispart provides for the
meansfor there-organisation of WA to occur.
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D1VISION 1- INTERPRETATION

44. New section33Cdefines termsthat areusedin thisPart.

D1VISION 2- STEPSLEADING TO RE-ORGANISATION

Firingthe dayonwhich re-organisationis to takeplace- the

re-organisationday
45. New section33Dprovidesfor the Minister,by anoticein theGazette,
to fix adayon whichthe re-organisationis totakeplace.

Nnminationof subsidiaryto whichbusinessis to be transferred
- thereceivingsubsidiary

46. New section33Eprovides for the Ministerto nominateasubsidiaryof
the Authority, by notice in the Gazette,asthe receivingsubsidiaryforthe
re-organisation.The receivingsubsidiarywill be the subsidiaryto which
TPA’s selectedassetsaretransferred.

47. Newsubsections33E(2),(3)and(4) list certaincriteria which a
subsidiarymustmeetif it is to benominatedasthereceivingsubsidiary.

Determinationof assets.instnunentsand liabilities to be
transf’nrrM ate - the tr~psferringassets.instrumentsandliabilities

48. Newsection33Fempowersthe Minister to specify,by noticein the
Gazette,assets,liabilitiesandinstrumentsof WA tobe transferringassets,
liabilities or instrumentsto be transferredor, in thecaseof instruments,
referenced,to thereceivingsubsidiaryon orbeforethere-organisationday.
Otherassets,liabilitiesandinstrumentswill remainwith WA.

DIVISION 3- THE REORGANISATION

TransferredbusinessofAuthority becomesbusinessof

receivingsubsidiary

49. New section33G providesfor the transferred businessof the
Authority to ceaseto be the businessof the Authority on the re-organisation
day andbecomethe businessof the receivingsubsidiary.

50. It is only the “commercial” pipeline businessof TPA whichis
transferredto the receivingsubsidiaryonthe re-organisationday. The non-
commercialMoomba-SydneyPipelinesystemis to continue to be the
businessof TPA.
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Transferringassetsandtransferringliabilities of Authority
becomeassetsandliabilities of receivingsubsiffiary

51. New section33Hprovidesfor thetransferringassetsandliabilities of
TPA to becomeassetsandliabilities of the receivingsubsidiary.

Instruments

52. Newsection33Jprovidesthatinstrumentsto whichthis Partapplies
continueto be in force on andafterthe re-organisationday. Thissection
alsoprovidesthattransferringinstrumentshaveeffectasif areferencein
suchan instrumentto theAuthority wereareferenceto the receiving
subsidiary.

PendingProceedings

53. New section33Kprovidesthatthe receivingsubsidiaryis to beput in
placeof theAuthority on andafterthere-organisationdayin respectof
pendingproceedingsin respectof the transferredbusiness.

Valuationof transferringbusiness

54. Newsection33L enablestheMinisterto determinethenetvalueof
the transferringbusinesswithin 7daysafterthe reorganisationday. A
periodof 7 daysis allowedasit will not be possibleto accuratelycalculate
suchvalueon or beforethereorganisationday. Thisvaluewill beusedas
thebasison which to issuesharesto theAuthority.

Issueof sharesin receivingsubsidiaryto Authority in relation
to transferringbusiness

55. Newsection33M providesthatthe receivingsubsidiaryis toissue
sharesto theAuthority on the dayon which thevalueof thetransferring
businessis determinedunderproposedsection33L(1). Sharesissuedto the
Authoritywill be takento befrilly paidandto havebeenissuedforvaluable
consideration.

Authorisedpersonmaycertifymattersin relationto re-
or~anisation

56. Newsection33Nprovides thatif anauthorisedperson,definedin
new section33C asthe Minister or a personauthorised in writing by the
Minister, issuesacertificatein relation to a matter in thisDivision, that
certificateis takento havebeenproperly given,unlessthe contrary is
established,
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Extraterritorialoperationof Division

57. New section33?extendstheoperationof thisDivisionto
jurisdictionsoutsideAustralia(asfar asParliamentis ableto). This is to
ensure,asfar asis possible,that theoverseasbusinessof the Authority is
treated similarly to its Australianbusiness.

Authority tn t~kasteps necessaryto carryout re-organisation

58. Newsection33Qplacesan onusontheAuthorityto takeall steps
necessaryto ensurethisDivisionis giveneffect to, particularly in relation
to its operation outside Australia.

DIVISION 4: TRANSFEROFSTAFF

flntnt’nin~tion of staffto hetransferredto receivingsubsidiary

59. New section33R enablestheChiefExecutiveOfficer, in writing, to

specifywhichstaffmemberswill transferto the receivingsubsidiary.
~mylnyment of nominated staffmemberto continuewith

receivingsubsidian

60. New section33Sprovidesthat staffmemberswho arenominatedto
transferareemployedon the sametermsandconditionsby the receiving
subsidiaryaftertheir transfer,subjectto newsections33Tand33U.

Art not. to affect certainmattersrelatingto transferringstaff
members

61. Newsection 331’ provides that the contractsof employment and
periods of employmentof transferred staffmembers are not broken by the
operation of thisAct, and accrued rights are not affected.

Variation of termsand conditions of employment

62. Newsection 33U provides that the terms andconditions of
employment of each transferredstaffmembermaybe varied by the
receivingsubsidiary in the sameway as could be done by the Authority
immediatelybefore the transferday.

DIVISIONS- TAXATION MAITERS

~xe~ptions relatingto taxexempt matters

63. New section33V providesfor exemptionfrom taxation(otherthan
Commonwealthincometax orfeespayableundertheCorporationsLaw of a
StateorTerritory) in relationto variousmattersassociatedwith businessof
the subsidiary,or in relationto atax exemptmatter(asdefinedin section
330).
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64. One of the majoreffectsof this sectionisits provisionto exemptfrom
Stateor Territorystampduty any instrument createdor required in
relation to the vesting of the transferredassets in the receiving subsidiary
under sections 331! and33J.

Value of tradingstock for incometaxpurposeci

65. To theextentthatthetransferredassetsincludetradingstock in the
form of gasin pipelines, new section 33Wwill ensurethatthe trading stock
is valued at ‘EPA’s marketsellingprice for the income year in which the
transferredassets become the assets of the receivingsubsidiary(pursuant
to Subdivision B of Division 2 of PartUI of the Income Tax Assessment
Act). This enables a tax neutral treatment of the transferred tradingstock.

Ca~pital gainst~ - assets acquired on or ter 20 September

66. New section33X provides for the treatment of capitalgainsand
losseson thesubsidiary’stransferredassetswhich wereacquiredby TPA on
or after20 September1985andacquiredby thesubsidiaryon there-
organisationday.

67. Subsection33X(3), in effect,providesthat, iE
- an assetis ownedby the subsidiaryon the re-organisatiortday;

and
themarketvalueof the asset on the re-organisation day is
greaterthan the indexed cost.base of the asset to WAif it had
been disposed of by TPA at thattime;
- the asset will be takento have been acquired at market

value;
- in any other case, it will be valued at its “indexed cost

base”.

68. Only capitalgainsrealised after the re-organisation day will be
subject to capital gainstax under Part lilA of the Assessment Act.

69. Subsection 33X(4), in effect,providesthat,ifi
- an asset is owned by the subsidiaryonthe re-organisation day;

and
• themarketvalueofthe asseton the re-organisationdayis less

than the reduced cost base of the asset to TPAif it hadbeen
disposed of by TPA at thattime;
- the asset will be taken to have been disposed of at its

markedvalue;
- in anyother case,theassetwill bevaluedatits “reduced

costvalue”.

70. Only the capital losswhichis incurredafter the re-organisation day
on the market value of theassetwill be usedfor determiningcapital losses.
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flsipithl gains Eajr - assets acquiredbefore20 September1985

71. Subsection 33Y(1) provides that Part~A of the Assessment Act does
not applyto thedisposalof atransferredassetof thesubsidiarywherethe
assetwasacquiredby theAuthority before20 September1985.

72. Subsection 33Y(2) provides that, unlessthecontraryintention
appears,expressionsusedin thissectionhavethesamerespectivemeaning
asinPartUJAof the AssessmentAct.

Superannuationuavments

73. New section33Z providesthat,for thepurposesof section82AAC of
theAssessmentAct, apaymentmadeby thesubsidiaryto the
CommonwealthundertheSuperannuationAct 1976or theSuperannuation
Act 1990 is takento beacontributionto aneligible superannuationfund,
within the meaningof PartIX of theAssessmentAct, in relationto theyear
of incomeof the fund in which the payment is made.

74. Paragraph82AAC(1)(a)of theAssessmentAct providesthatemployer
contributionsto superannuationfundsfor employeesareallowabletaxation
deductions.TheSuperannuationAct 1976 andtheSuperannuationAct
j99Q providethe legislative authority for ‘EPA to levyemployer
superannuationcontributions.

75. TheAuthority regulariy paysto theRetirementBenefitsOffice, as
managerof the CommonwealthSuperannuationSchemeandthe Public
SectorSuperannuationScheme,productivityandothercontributionsofa
superannuationnature. Thesecontributionsareexclusiveof those
contributed by membersof the scheme.

76. The new sectionhastheeffect that all contributions,excluding
productivityandannualcontributions, paid by the subsidiary for recognised
arrangementsin respectof its employeeswhoretaineda right of continued
membershipof the CommonwealthSuperannuationSchemeor the Public
SectorSuperannuation Scheme,will be deductiblefor taxation purposesas
if thosepaymentsweremadeto an approvedsuperannuationfund.

DIVISION 6: MISCELLANEOUS

Certificatesin relationto landandinterestsin land

77. Newsection33ZA providesfor themethodto registerlandor
interestsin thenameof the receiving subsidiary of land transferred from
theAuthority to the receivingsubsidiaryunderthisPart.
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Certificates in relation to other assets

78. Newsection 33ZAB provides for the method to register in the nameof
the receiving subsidiary assets, other thanland and interestsin land(which
aredealtwith in section 33ZA) transferred from the Authority to the
receivingsubsidiary.

Partto haveeffect jn spiteof lawsandagreementsprnhThiting
transferetc

79. New sectionS3ZCensuresthattheeffectof this Partis not frustrated
by anyotherlaw anddoesnot placetheAuthority or anyof its subsidiaries
in breachof alaw, contract,or confidenceetc. Proposedsub-section33ZC(3)
providesthatif theconsentof apersonis requiredto giveeffect to thisPart
that consentshallbetakento havebeengiven.

Compensationfor acczuisitionof property

80. New section33W providesfor compensationto be paidif the
operation of theBill resultsin acquisitionof propertyotherwisethanon just
terms.

Clause22: Subsidiaryof Authority not incorporated for publir pflrpflRn5

etcandnot aoublic authority

81. This clauseinsertsnewsections34A, 34B,34C, 34Dand34E to the
PrincipalAct.

82. New section34A providesthatasubsidiary companyis not
establishedfor apublicor Commonwealthpurpose,is not to beapublic
authority or instrumentality or agencyof the Crown, andis notentitledto
Commonwealth immunityor privilege, except so far as express provision is
made by thisAct or any other law of the Commonwealth, a Stateor
Territory.

Application of Environment Protection (Impact of Prnpnsa1e~
Act 1974 to subsidiary

83. Newsection 34B provides that a subsidiary company be subjectto the

Environment Protection (Impact of Proposals~Act, 1974

Lands Accuisition Act

84. Newsection34C provides that the Land Acquisition Act 1989applies
to the acquisition of land,or an interest in land, by a subsidiary company.

Laws relating to buildings, structuresandfliti~s

85. Newsection34Dprovides that the law of a Stateor Territoryshall
not apply in relation to a building, structure or facility that is the property
of a subsidiarycompany, andwas occupied or in use, or under construction,
alterationor demolition, before the re-organisation day.
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PrescribedStatelawsrelatin& to buildings.structuesetcnot
to apply to asubsidiaryof theAuthority

86. Newsection34Eprovidesthatprescribedlawsof aStateor Territory
relating to building, designor constructionstandards,or to the approval,
occupancy,use,alterationor demolition of a building,structureor facility
(asdefinedinsubsection34E(2))shallnot apply to thepropertyofa
subsidiary company.

fllniicp’ 2* Aut.hnrityandsubsidiaryto do aslittle damageaspossible

87. This clauseamendssection35 of thePrincipalAct to includea
subsidiarycompanyin theprovisionaffectingavoidanceof damageand
relatedliability to paycompensation.

Clause24: Markingof routeof ‘oineline

88. This clauseamendssection38 of thePrincipalAct to includea
subsidiarycompanyin responsibility for the marking of a pipeline route.

Clause25: Pipelinelicencenot required

89. This sectionamendssection39 of the PrincipalAct. Theamendment
to thissectionwill providethatno licenceis requiredbyasubsidiary
companyin relationto construction,maintenanceandoperationofa
pipelineor aproposedpipelinein an adjacentareawithin themeaningof’
thePetroleum(SubmergedLands~}Act 1967.

Clause26: Delegation

90. Thisclauseinsertsanew section44 of thePrincipalActto empower
theAuthority, underits seal,to delegatepowersto adirectoror officer or
employeeofTPA. TheAuthority’s powerof delegationis limited in
accordancewith PartVII- PowersConferredandDutiesImposedbyActs of
theActs InterpretationAct 1901.

Clause27: Otheramendments

91. Thisclauseprovidesfor consequentialandminor amendmentsto the

PrincipalAct assetout in theScheduleto theBill.
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