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At the APEC EE JRAC meeting in Tokyo in May 2010 members discussed activities that should be included in the committee work plan for the next three years. The committee decided on five key activities as described below:
1. Good Regulatory Practice

· Asia Pacific Economic Cooperation Electrical Equipment Joint Regulatory Authorities Committee (APEC JRAC) has sought to define amongst members methods of Good Regulatory Practice and is seeking case studies to be included as a standing agenda item. This will be an agenda item from 2011 meeting with JRAC Economies encouraged to submit case studies or examples for discussion. This will be coordinated by the Steering Committee.

· Good regulatory practice can help avoid unnecessary obstacles to trade in the preparation, adoption and application of technical regulations, standards and conformity assessment procedures.

· A more detailed description of the APEC view of Good Regulatory Practice can be found on the New Zealand Ministry of Economic Development website and is at   Attachment 1.

2.
Development of an APEC Risk Assessment Model and Methodologies 
· All economies use their own methodologies to determine the safety assessment standards for electrical equipment and in turn the level of approval required so that electrical equipment can be sold to consumers.
· Members considered that it would be useful to look at the various methodologies to see if a common assessment  model can be determined.

· This JRAC work stream is to be lead by New Zealand with support from Australia and Singapore and will focus on the following areas:
· Determining Risk Levels – APEC JRAC members have agreed that the basis of good regulatory practice is a risk based approach to regulating electrical product safety based on a sound risk assessment tool using agreed and validated methodologies. 
· Review methods currently used by:

· New Zealand has developed a Risk Engine and the Ministry of Economic Development has been using it in relation to regulation of electrical equipment for approximately six years. Details of the Risk Engine Methodology are contained at Attachment 2;

· The United States of America will host the next APEC JRAC meeting in 2011 which will be a good opportunity to invite a risk assessment expert to address the JRAC members on risk assessment methodology in the US;

· Singapore could also address JRAC on the method of risk assessment used and the validation process associated with it and 
· Australian Consumer and Competition Commission (ACCC) – use the Nomograph Risk Assessment method for their product safety and recall decision making processes.
· Research Risk Assessment tools to determine how a risk profile is arrived at including the methodology used. Electrical Regulatory Authorities Council (ERAC) are currently in the process of having the New Zealand Risk Engine validated by a respected academic in Australia. JRAC members could examine avenues for having the alternative models similarly validated for comparison.
· Following this information gathering stage; APEC JRAC should consider an agreed risk assessment methodology between members for use in all participating member economies as the basis of developing a risk based approach to good regulatory practice.

It is envisaged that the risk calculator would be used in Australia and New Zealand as the basis of decisions made by a Standards Committee made up of electrical safety regulators, manufacturers, suppliers, retailers and consumer representatives. 
The committee would use the calculator as intelligence to form the basis of decisions about the level of conformity assessment required for various types of products based on their inherent risk. Regulators would call the resulting standard up in legislation as the rules for pre market approval and also conduct post market surveillance. 

Other members could then consider the same or similar approach following the introduction of the system in Australia and New Zealand.
3. Industry Dialogue 
· It was decided at the meeting in Tokyo in 2010 that arrangements should be made for increased industry dialogue with JRAC at future APEC JRAC meetings. This should commence at the meeting in the United States of America in 2011. 
· Singapore offered to explore if International Electrotechnical Commission (IEC) can contribute to industry dialogue for example in the area of Photovoltaic Panels (PV). 
· An example of this could be in the area of standards development and regulations relating to the electric system on the PV panels and in relation to fire risks associated with direct current. 
· Other areas of interests highlighted include Consumer Product Safety Commission (CPSC) Forensic Capabilities for EEE and ICT Energy Efficiency.

· The US is presently planning to host a 11/2 day industry forum attached to the APEC EE JRAC meeting.

4. Consumer Education 

· The May 2010 APEC JRAC meeting discussed the importance of consumer education. It was agreed that JRAC examine methods of improving Consumer Education including the sharing of information between economies.

· In this regard Singapore has provided a template which may be adapted to a level where the public are able to gain easy to understand information about electrical equipment safety issues and the level of conformity assessment required by APEC JRAC member economies. 
· Other JRAC members can participate by donating the intellectual property to any existing brochures or publications they have in this regard to other members wishing to produce this material.

· The ultimate goal of the group may be to publish an APEC multi lingual consumer education guide with local variations for use throughout the Asia Pacific region.
5. Discussion - emerging technology innovation

· At the May 2010 meeting, JRAC considered that keeping abreast of energy technology and innovation was critical in maintaining the electrical safety of consumers.
· JRAC has therefore requested this topic be included as a standing agenda item (e.g. Electric cars and Charging stations). This will be an agenda item from the 2011 meeting with JRAC Economies encouraged to share their experiences. This item will be coordinated by the Steering Committee. 
· The rationale behind this discussion is that JRAC members have a common need to monitor emerging technologies in the context of regulation electrical safety in an environment where energy efficiency is desirable to governments and the public at large.

· The rapid emergence and increasing affordability of energy efficient electrical equipment and products has led to new manufacturers, suppliers and installers entering the market.

· These new products and links in the supply chain have the potential to introduce safety risks or to ignore safety regulation in the rush to supply this burgeoning market in the Asia Pacific region and indeed globally.

· The APEC JRAC wish to keep ahead of these issues by identifying emerging technologies and their level of distribution and to learn from member economies experiences of safety incidents and ways of minimizing those risks and incidents.

· The APEC Secretariat would also send out quarterly emails to member economies seeking advice on any new technologies or innovations they are aware of for information sharing purposes.

Attachment 1
APEC Good Regulatory Practice

Introduction

APEC aims to fulfil its trade facilitation mandate by promoting policies which reduce costs (administrative and technical barriers) and stimulate competition, thereby leading to efficiency gains. It is increasingly recognised that domestic regulation can have a positive or negative impact on competition at and behind the border. APEC has therefore recently promoted the need to address good regulatory practice as part of its integrated approach to facilitating trade.

This paper examines APEC, and in particular Standards and Conformance Sub-Committee (SCSC), initiatives which promote good regulatory practice. In doing so, it seeks to develop an understanding of the wider regulatory context and the key influences and pressures placed on governments for regulatory reform. APEC initiatives will be considered as part of this framework. The paper concludes by posing some challenges open to member economies.
Regulatory Environment

Broadly, governments throughout the world engage in three main activities. They tax, they spend, and they regulate. Regulation is probably the least understood of these policy instruments, but has a broader and more far reaching impact on economic growth than do tax or fiscal policies.

Regulation is defined for the purposes of this paper as incorporating the full range of legal instruments and decisions through which governments establish conditions on the behaviour of citizens and enterprise. This includes parliamentary laws, subordinate legislation, decrees, licences, codes, and informal instruments. Regulatory systems encompass not only national and provincial rules, but also rules developed through international processes.1
There is no doubt that there is a community demand for government regulation, particularly to achieve social and environmental goals. Regulatory interventions are necessary for sustaining the environment, saving lives, protecting consumers and vulnerable social and economic groups, and promoting better economic performance by, for example, safe-guarding competition in the market place. There is, of course, a set of costs associated with any regulatory intervention. These will vary depending on how well the regulatory regime is designed, implemented, and administered. It is the impact of regulation which I will now turn to.
Impact of Regulation

Regulatory costs are made up of the following three main components: 

· fiscal costs to government: the cost of administering the regulatory regime itself, including compliance and adjudication; 

· compliance costs to business and consumers: including both the capital and administrative (paperwork) costs to businesses and citizens; and 

· dynamic costs to economic performance: resulting from regulation which indirectly impacts on competition, innovation, and investment. This includes regulation which diverts resources from highest value use (allocative costs), and regulation which detracts from least cost production (productive costs)

These costs are often hidden and ultimately passed on to consumers in the form of higher prices for regulated goods and services, lower quality, and reduced variety.

In the United States context, for example, studies have estimated the direct costs of government regulation alone are between 4 percent and 10 percent of GDP.2 Costs are added if regulation is poorly conceived, designed, or implemented.

Regulation should therefore be approached with caution, and with a clear understanding of its potential benefits, and equally, its potential costs. Proposals to regulate need to be subject to proper analysis and scrutiny as to their necessity, efficiency, and net impact on public welfare.

Bias to Regulate

Modern political systems encourage regulatory growth because, politically, regulation can be extraordinarily convenient. Regulatory costs are difficult to specify, are often unseen, and those who bear the costs are often diffuse (and in many cases those who benefit are concentrated). The impact of regulatory expenditures is therefore not as transparent compared with the impact of fiscal expenditures. Pressure for excessive regulation also arises because those who will bear the costs (for example, consumers) are under-represented in the political process.

The nature of the government intervention is also important when considering pressures to regulate. The traditional command-and-control regulatory style continues to be the dominant regulatory approach in most developed countries. In part, this is driven by the need for governments to demonstrate to their constituents that they are taking action to solve problems. Therefore, regulation represents a visible sign of action that may be as much symbolic as real.

It is only relatively recently that we have observed an increasing use of alternative approaches to traditional command-and-control regulation (such as self-regulation, voluntary agreements, private standards setting, and economic instruments such as tradable permits). It is increasingly recognised that such approaches can provide more cost-effective ways of dealing with regulatory problems. A cultural shift away from traditional command-and-control approaches will only occur over time as experience and confidence grows.

Increasing Demands on Decision-Makers

Governments are being increasingly challenged to maintain a regulatory environment which is fair, efficient, and effective in achieving economic, social, and environmental goals. There is also increasing recognition of the complexity of the challenge. Many factors contribute to this complexity: 

· An ever present and increasing demand for more regulation. A key driver of regulatory inflation is the growing complexity of modern society. The pace of change in technology, economic opportunity, globalisation, and social conditions fuel the pressure for more regulation. In the New Zealand context, for example, since 1987 the Government has enacted 1,609 new or amended statutes and 3,699 new or amended regulations. This illustrates the demands on both decision-makers and those affected by regulation. 

· The total regulatory burden on business is high, requiring effective linkages to be designed into legislation or dealt with between agencies after they are enacted. Good processes and principles are therefore required to deal with the interactive and cumulative effects of regulation. For example, the New Zealand Employers and Manufacturers Association advise that they provide advice to businesses on 24 separate statutes on employment issues alone. In aggregate, the regulatory burden is substantial. 

· International obligations applying to domestic regulatory systems are more significant than in the past, and are likely to increase. For example, New Zealand has become party to 65 multi-lateral agreements (including amendments) in the last 5 years. This requires effective systems in place to ensure compliance with its international obligations. 

· Alternatives to traditional regulation offer an increasing range of policy tools to government in meeting regulatory objectives at least cost.

The Modern Regulatory Challenge

Good regulation is a product of good policy advice and good decision-making. The modern regulatory challenge is to develop a regulatory system which can effectively deal with the increasing demand for regulation, inherent bias to regulate, and complex nature of regulatory interventions. This requires that the right incentives, principles, procedures, and institutions of government are in place and working effectively to ensure that regulation is necessary, cost effective, and in the best interest of society.

OECD Regulatory Reform Initiatives

Improving economies' regulatory capability and quality is also a key focus for the OECD. It is recognised that regulatory reform which enhances competition and reduces regulatory costs can boost efficiency, bring down prices, stimulate innovation, and help improve the ability of economies to adapt to change and remain competitive.3 Recently, OECD Ministers welcomed and endorsed policy recommendations which aim to help governments assess and improve the quality of their regulatory regimes. Ministers agreed to work to implement these recommendations in their respective countries. Examples include:4
· adopting at the political level broad programmes of regulatory reform that establish clear objectives and frameworks for implementation. This includes establishing principles of good regulation to guide reform which draw on the 1995 OECD Recommendations on Improving the Quality of Government Regulation; 

· review and strengthen where necessary the scope, effectiveness, and enforcement of competition policy; 

· reform economic regulations in all sectors to stimulate competition, and eliminate them except where clear evidence demonstrates that they are the best way to serve the public interest; and 

· eliminate unnecessary regulatory barriers to trade and investment by enhancing implementation of international agreements and strengthening international principles.

These recommendations constitute an action plan. The OECD has responded by conducting reviews of regulatory reform effort in Member countries, beginning this year. The reviews are based on a combination of self-assessment and peer review.

World Trade Organisation (WTO)

The WTO is the legal and institutional foundation of the multilateral trading system. It provides the principal contractual obligations determining how governments frame and implement domestic trade legislation and regulation. It is, essentially, a trade policy forum which develops rules of engagement in trade for its members. The WTO is increasingly broadening its activities to look at the convergence of trade and competition policies.

The Trade Related Aspects of Intellectual Property Rights (TRIPS), Trade Related Investment Measures (TRIM), and the General Agreement on Trade in Services (GATS) agreements are examples of the WTO's broadened role. All these agreements have competition provisions in them to some greater or lesser degree. They recognise the intrinsic link between domestic regulatory environments and efficient trade outcomes. For example, the way governments regulate intellectual property, investments policies and services markets are inseparable from trade policy.

The Agreement on Basic Telecommunications negotiated as an annex to GATS came into force in February 1998. It covers trade in nearly 95% of the world telecommunications services, currently valued at 2% of global GDP. The interesting issue to note is that WTO negotiators focused much of their time on establishing a regulatory environment conducive to market entry. A set of principles was agreed and members agreed to use these as a basis in deciding on regulatory disciplines.

Is APEC Meeting the Modern Regulatory Challenge?

APEC is concerned with facilitating trade through reducing barriers. Poorly conceived regulation restricts the free flow of goods, services, investment, and technology, all of which disadvantages consumers and firms. This also distorts the efficient allocation of resources and constrains economic growth. The member economies of APEC have recognised that, in order to minimise the distorting effects of regulation for international trade and investment, it is necessary to ensure adherence to efficient regulation principles.

The APEC approach was foreshadowed in the Osaka Action Agenda. APEC leaders recognised that with trade barriers being rapidly dismantled, and the increasing globalisation of business, attention would swing, inevitably, to behind the border issues connected with regulatory reform. 

More recently, the need for further APEC work on regulatory reform has been highlighted by the difficulties faced by a number of Asian economies. Commentators have stressed that reforms are required in a wide range of sectors, including the financial sector. These difficulties have highlighted the capacity and institutional constraints in many economies which affect the formulation and implementation of sound regulatory policies.

There has been activity by APEC in identifying and promoting best-practice principles for regulatory reform. For example: 

· as part of the Bogor Declaration, Leaders adopted the APEC Non-Binding Investment Principles which focused attention on ways to minimise the regulatory and institutional barriers to the outflow of investment; 

· the Experts Group on Government Procurement is currently developing a compendium of Non Binding Principles which incorporate a number of Transparency and best practice principles; 

· the Telecommunications Working Group and Energy Working Group have developed principles based on minimising barriers to market entry and exit through quality of regulation practice. 

· the Pacific Economic Co-operation Council (PECC) is developing principles that will guide the development of an international competition framework for business. These principles are about regulatory design and regulatory quality.

Standards and Conformance Sub-Committee (SCSC)

SCSC has also recognised the links between standards and conformance and regulatory reform. Its approach is predicated by a recognition that standards and conformance requirements can have a significant impact on trade flows and investment in the region.

Standards, conformity assessment, and regulation can be necessary to safeguard consumer health and safety, to protect against deceptive practices and to protect the environment. The existence of such requirements adds certainty and security to trade in the region. However, misused or excessive requirements will harm international trade, increasing the cost of doing business and limiting competition in the importing economy.

Good Regulatory Practice

The Guidelines provide a foundation for member economies to develop a common understanding of the principles of Good Regulatory Practice. However, they go only so far.

The draft Guide for Good Regulatory Practice developed for the consideration of SCSC by Australia provides a practical application of the principles contained in the Guidelines. Promoting similar approaches to regulatory management within APEC would be another step towards reducing technical and/or regulatory barriers to trade within the region.

The draft Guide contains a number of Practices (consolidated below) that set goals for future regulatory environments. These Practices would, if implemented, result in a regulatory environment characterised by: 

· regulatory requirements specified in terms of performance based outcomes, wherever possible, and supported by deemed to comply standards; 

· a member economy's own standards referenced in this manner being aligned with the relevant international standard wherever possible; 

· the provision of conformity assessment activities (such as test reports and/or certificates of conformity) being subject to competition by duly accredited conformity assessment bodies, such as laboratories and/or certification bodies; 

· such conformity assessment bodies being accredited in accordance with international standards and guides by accreditation bodies that operate accreditation programs also in accordance with relevant international standards and guides; 

· assurance of conformity being provided by way of "suppliers' declarations", together with appropriate post-market surveillance systems, rather than by way of pre-market conformity assessment systems such as product approvals and licensing; 

· participation in mutual recognition agreements in both the regulated and voluntary sectors, where appropriate and; 

· conformance marks, where mandated, indicating that the good and/or service has been declared by the supplier/manufacturer as complying with the mandatory requirements of the economy in which it is traded.

The development of the draft Guide stemmed from SCSC debate on whether Mutual Recognition Arrangements (MRAs) on conformity assessment would benefit from the application of good regulatory practices. Clearly, any MRA will benefit if the regulatory and administrative practices of member economies reflect best practice, or where the regulatory systems across borders have similarities.

However, the application to MRAs is only one aspect of the benefits from good regulatory practice. Its underlying objective within SCSC is to reduce regulatory impediments in all areas of conformity assessment through the development of common practices between member economies. This, perhaps, is the key challenge for SCSC.

Going Forward

The performance of economies is shaped by the quality of their regulatory environments. Economies that foster competition, create certainty in the business environment, and impose low regulatory costs on business will prosper. Successful businesses are increasingly operating on a global basis, looking to source inputs, attract investments, and service markets in different parts of the globe. Globalisation means that the economic performance of any one economy will be increasingly affected by the quality of the regulatory environment of those with which that economy has economic links. Co-ordination is critical.

A growing number of economies - APEC and non-APEC alike - have embarked in recent years on programmes to reduce regulatory burdens and improve the quality and cost-effectiveness of regulatory interventions. This task requires skilful strategies to deal effectively with the increasing demand for regulation, an inherent bias to regulate, and the complex nature of regulatory interventions.

An important first step is the establishment of international quality standards or principles for regulatory intervention by individual economies. These are derived from best practices which experience tells us lead to good regulatory outcomes. The Guidelines for the Adoption, Preparation and Review of Technical Regulations adopted by APEC and the draft Guide for Good Regulatory Practice currently under discussion in SCSC are important in this regard. This paper has identified others both within and outside APEC. Common themes run through them all.

These documents provide an explicit policy statement on when and how government should exert its regulatory powers. They also act as avenues of communication between governments, officials (bureaucracy), and the public. The pay-off from regulatory reform which is consistent with best-practice regulatory principles is improvements in public welfare.

It is important, therefore, that APEC continues the momentum of regulatory reform and member economies remain committed to progressing this area. Some possible actions include: 

· further developing explicit standards for regulatory quality and principles of regulatory decision-making, along with a means by which decision-makers and stakeholders are able to assess compliance with such standards; 

· systematically reviewing domestic regulation with a view to minimising unnecessary costs; 

· strengthening the measurement of regulatory costs and benefits. Concrete information on the costs and benefits of regulation is crucial to maintaining the momentum of regulatory reform; 

· encouraging those APEC and non APEC members that are actively engaged in promoting regulatory reform programmes to share experiences with other members; and 

· committing to Individual Action Plans for regulatory reform which can be subject to positive scrutiny and peer review. 
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Attachment 2
The New Zealand Electrical Products Risk Engine:

Risk Engine Design
New Zealand’s risk assessment system for electrical product - the Risk Engine – was developed for the assessment of product for NZ’s electrical and electronic equipment (EEE) safety Regulatory regime. It is broadly based on the concepts embodied in AS/NZS 4360. 
The Risk Engine approach allows the risk related to products in the market to be evaluated and treated, by means of application of a range of regulatory and non-regulatory controls, in a rigorous and consistent manner. 

This paper is not intended to describe in detail how risk management in the broad sense is applied to the EEE safety regime, but to describe the risk assessment technique applied to assist with determining appropriate levels of pre-market regulatory intervention.

In general, the NZ regime for EEE uses three levels of pre-market intervention. Most product falls into the lowest level ‘low risk’ category. This category includes product that has common electrical hazard attributes and does not have sufficient higher risk attributes or history to place is in a category that warrants a higher level of intervention. Product in this category is controlled by the ‘essential safety’ requirements that apply to all products. 

The Risk Engine has been developed principally to be applied to determine the levels of regulatory intervention applicable for the various items of EEE. In particular it identifies product for which inclusion in the pre-market regulated medium and high risk categories of New Zealand’s EEE regulatory regime is justified.

While most existing risk assessment tools used internationally for EEE, derive risk values using qualitative assessments of risk that rely on 'expert' opinion, New Zealand’s Risk Engine applies a quantitative assessment system based on product-specific features and identified market factors that influence compliance with the safety regime. 

This quantitative system has been developed because it has advantages over existing qualitative systems that either rely on very experienced experts, or combine (integrate) the opinions of a broad group of experts. Another advantage of a quantitative system is that it does not have the same time lag while experience is gained in the marketplace. A quantitative system is more systematic, objective and consistent 
Such predictive capability is especially important in an evolving market with dynamic product development. 

Most existing risk assessment systems used for regulatory purposes apply the “in market” or “product” risk by considering the dangers created by a given appliance. This, however, depends on the adequacy of the applicable product standards and the dangers associated with the use of the product. In general such a risk analysis is unreliable when used to determine intervention levels because it reflects the inherent dangers that the product will exhibit even when fully compliant.  To be effective, existing risk assessment systems are combined with accident and incident data, and this introduces a considerable time lag, especially in small markets, and may result in interventions being too late.

For a risk analysis to be effective, and have a predictive capability that enables it to determine levels of intervention, the analysis must focus on factors that can be addressed (countered) by the intervention. 

The New Zealand Risk Engine applies the principle that an objective of regulatory intervention is to increase the certainty of the compliance of a regulated product with its applicable product standard, and thus improve safety outcomes both at the individual and at the market or economy level.

The most basic qualitative risk analysis methods express risk by an equation such as R=P*C, where P is related to the likelihood of the circumstances giving rise to the risk and C is related to the consequence. The Risk Engine described in this paper quantifies risk by the formula: R=∫(P, T). These factors are described in the following paragraphs. 

Regulatory intervention offsets the likelihood (probability) of non-compliance that would occur without that regulatory intervention. The likelihood of non compliance is driven by a series of factors, most of which relate to 'market' conditions, which can be defined and assessed. This likelihood of non compliance is used as the ‘Probability’ factor “P” for the engine. In this model, P is the sum of a set of individual factors (P = ∑Pi) that, if present, contribute to [the potential for the equipment to create a hazard] the likelihood that a class of equipment will be non-compliant and thus create a hazard.

The ‘Consequence’ factor is derived by considering what technical features the product in question has that make it likely to create harm or damage if not compliant with its applicable product standard. These are chosen to be the recognised features above those present as a base level in the majority of product. Control of these base level features is applied through the low risk product controls that rely on setting the essential safety parameters necessary to achieve an acceptable level of safety. The ‘Consequence’ factors are also referred to as the “T” (technical safety) factors in the engine. The factor T, the technical ‘consequence’ factor, is the sum of a number of individual factors (T = ∑Ti) related to the potential for harm [or damage].

Both the P and the T factors have been validated by referral to a panel of experts. They are then applied in a quantitative manner. This creates a more repeatable and reliable assessment when compared to the qualitative ‘expert’ assessments. 

The two factors are functionally combined. However, because the relative importance of P and T is not recognisably identical, nor linear, a graphical method has been employed where P and T are plotted on the two axes of a graph. This allows the contributions of both factors to be seen and considered in the assessment, a feature not present in current software systems used to establish risk ratings. 

Delineation lines are then drawn on the graph. These lines have been separately derived, to delineate the P and T value zones where different regulatory intervention levels should be applied. These delineation lines were set for the New Zealand Risk Engine, based on a synthesis of expert opinion. Experts were asked to rate a range of items into three categories using their own judgement and their responses were statistically combined and analysed to produce a pooled expert assessment for use as a reference for the Risk Engine.

Each product considered for regulation is separately assessed for its P and T values and the results plotted on the graph and the appropriate level of regulation determined.

P & T factors 

The T P factors established for the Risk Engine are listed in Schedule 1 attached. At this time 20 factors have been identified and applied. These factors reflect the types of technical issues that significantly affect the safety of a particular appliance when it is not complaint with its applicable Standard.  

The P factors for the Risk Engine are listed in schedule 2. In the current assessments, 10 factors are applied. However a revised grouped set of factors has been developed and this is being assessed for future implementation (see Schedule 3). These factors have been derived by consideration of what market features influence compliance. 

Both the T and P factors were compared with the factors that the panel of experts advised had influenced their own assessments.

The engine derives the overall P and T values that are applied by simply summing the number of individual P or T factors exhibited by each product under consideration. Each of the individual factors is given an equal contribution (value) in the assessment.

Benchmarking and Validation
The development of the Engine has involved an ongoing process of testing and validation. Two processes have been used for the validation engine: The use of a panel of “experts” to provide peer advice on the factors and to independently assess the risk of the majority of the products being assessed using the Engine. And, a comparison of the output of the Engine against the list of products considered to justify increased intervention based on historic data, including the factors known to have influenced past decisions to implement increased interventions.

When the development of the Risk Engine began, an analysis of the existing system was performed using the historic method to provide an auxiliary benchmark for the engine.  

During development of the Engine, a system of weighting the individual factors was trialled, however the 'accuracy' of the weighting was difficult to determine, and the effect of this approach was to make the system less accurate when applied against expert and historical benchmarks.
The system in operation
The Engine presently contains assessments of 234 products, mostly ‘domestic and similar appliances’ and fittings.

The graphical output of the Engine’s assessment of the 234 products is shown in Figure 1. The spread of the products can be seen, with those having the highest rating in the top right hand side of the graph. 
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Figure 1 - Over 230 EEE with P & T factors

1. Figure 2, shows the two delineation lines established for the Engine to delineate the high and medium product ratings. The statistically derived boundary, based on the ratings provided by the experts, is shown as a dashed ‘curve’. 
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Figure 2 - Risk Engine delineation lines 
2. The spread of equipment on the present Declared Article (high risk) list is shown in Figure 3. The present Declared Article list was established prior to the development of the Engine using historic incident and post market surveillance compliance results, and was relatively recently (2002) refined using New Zealand experts’ opinions. There is a good correlation with the rating of the Engine.
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Figure 3 – Current NZ Declared Articles on T-P graph

3. Figure 4, shows the spread of the present ‘medium risk’ Supplier Declaration (SDoC) items. These items are mostly based on the Australian Declared Article list, and as a result are a little less applicable in New Zealand. They are also somewhat more historically based, having not been subject to the same recent review as the New Zealand declared article list.
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Figure 4 – SDoC items 

4. The spread of the present ‘low risk’ items is shown in Figure 5.
[image: image7.emf]0

2

4

6

8

10

12

14

16

18

0 5 10 15 20 25

Technical factor - T

Probability  factor - P


Figure 5 - Essential safety
These graphs indicate that a number of products justify adjustment to their allocated listings in NZ. It is proposed therefore to adjust the lists where the ratings are significantly different from the controls being applied at present. These adjustments however will be carried out in consideration of the TTMRA and the present review of the Australian Regulatory Regime being under taken by ERAC.

Australian Regime Review

Australia is presently in the final stages of reviewing the State and Territory regulatory controls applied to Electrical and Electronic Equipment (Products).

This review proposes to replace the present Australian two level system with a three level system similar to the New Zealand system, and to establish the controlled items using an assessment system closely based on the New Zealand Engine. During the time that this system is established in Australia, New Zealand will move to align the New Zealand system as far as possible, fulfilling the two Governments’ vision of a single economic market.

In this context, it is therefore sensible in the short-term, to refine the New Zealand regime only where significant differences exist between the assessments and the existing controls, which are already closely aligned with Australia, as such changes would be reasonably likely to occur when Australia implements it’s own review.

TTMRA implications

The Trans-Tasman Mutual Recognition Agreement (TTMRA) places an obligation on New Zealand to maintain adequate controls over products to “protect” the Australian marketplace. As a result any changes should also take this expectation into account. Consequently, no products will be removed from the medium risk category that are declared articles in Australia.

Pre-market versus post-market controls

Compliance of products within a marketplace can be influenced (Regulated) through both pre-market and post-market systems of intervention. Both systems have particular advantages and disadvantages. 

The assessments of the engine can be used to determine where to apply either or both systems. For example; a high risk product might be controlled by a mixture of premarket intervention at medium level and intensified post market surveillance, or alternatively, a higher level of premarket intervention and a lighter level of post market surveillance.

Pre-market intervention

As already discussed, New Zealand operates a three level system of electrical equipment regulation. The lower level simply applies a requirement for the equipment to be safe and parallels the consumer protection expectation that products are “fit for purpose”. A range of recognised Standards are cited for determining acceptable levels of safety. 

A Standard describing the relevant safety parameters (not unlike the EU LVD) is recognised as an alternative where new technologies or unusual products are beings assessed. This system implements the WTO expectation for performance based regulation.

High risk products are required to be type tested and certified by a third party or given an approval by a recognised Regulatory Agency – usually the New Zealand regulator or an Australian Regulator. This generally requires the product to have been tested by an accredited testing laboratory. In international terms this represents an ISO Guide 67 Type 1 certification system.

Medium risk products are required to be covered by a declaration of safety, SDoC, made by a New Zealand based supplier (the importer or manufacturer). The declaration is required to be made in accordance with ISO 17050 and is required to be accompanied by a test report. The test report however is not required to have been produced by an accredited CAB. The system also recognises; product certification under the New Zealand – China EEEMRA, product certification under New Zealand’s other MRAs, approval by an Australian regulator, or, certification by a JAS-ANZ accredited certification body, as being equivalent to a test report.  

The medium risk category therefore is considered to have an intervention level at about the mid point of the low and high risk requirements.

Implementation

It is proposed to apply the engine to adjust the list of products controlled as Medium and High Risk products under the new Regulatory Regime.

In addition to the implications of the TTMRA and the Australian Review, it is also proposed that no product will be implemented in New Zealand as a high risk item if that item is not presently a declared article in Australia, as this would create a significant compliance cost. In cases where products are assessed as high risk, but are not DAs in Australia, New Zealand will implement the products as medium risk, and increase the level of surveillance to compensate as necessary. 

As the lists are adjusted, a transition period will be allowed to ensure that the industry is able to adjust without significant cost or disruption of trade.

Products with High Rating presently rated as medium risk

Table 1 shows the products that are eligible for inclusion on the high risk list as a result of being rated high and presently rated as medium risk. These are products that have a rating of more than 2 “above” the delineation lines.

	Product
	∑Ti
	∑Pi

	Electric Blanket
	13
	4

	Cord Extension Set
	9
	10

	Light bulb (compact fluorescent)
	12
	13

	Luminaires for children 
	12
	6


Table 1- High risk product in currently in medium risk category
Of these products however, only one is a product controlled in Australia – electric blankets. As a result it is proposed to add electric blankets to the high risk list and retain the other three to the medium risk, SDoC, list. 
Products with High Rating presently rated as low risk 

The following tables show the products that are eligible for inclusion on the medium risk list as a result of being rated high but not presently controlled in Australia. These are products that have a rating of more than 2 “above” the delineation lines. These are products that might be expected to transfer into an Australia-New Zealand aligned high risk list when the new Australian/NZ regime is implemented. 

	Product
	∑Ti
	∑Pi

	Air conditioners and Heat pumps (flammable gas)
	20
	8

	Appliance cords
	16
	4

	Codeless phones
	15
	10

	Socket outlet mounted nightlights 
	15
	13

	Electric games and toys
	14
	9

	Glue guns
	13
	11

	Generators
	12
	6

	Heating appliances for rearing and breeding of animals
	11
	11

	Light bulbs
	11
	10

	Air conditioners or Heat pumps
	9
	5

	Commercial kitchen equipment [machines] 
	9
	11

	Downlight power supplies
	9
	6

	Multifunction shower cabinets
	9
	18

	Stage, television and film equipment
	9
	11

	Wet and dry vacuum cleaners (commercial and industrial)
	9
	11


Table 2 - Products assessed as currently treated as low risk - in order of "T"
	Product
	∑Ti
	∑Pi

	Multifunction shower cabinets
	9
	18

	Socket outlet mounted nightlights 
	15
	13

	Glue guns
	13
	11

	Heating appliances for rearing and breeding of animals
	11
	11

	Commercial kitchen equipment [machines]
	9
	11

	Stage, television and film equipment 
	9
	11

	Wet and dry vacuum cleaners (commercial and industrial)
	9
	11

	Codeless phones
	15
	10

	Light bulbs
	11
	10

	Electric games and toys
	14
	9

	Air conditioners and Heat pumps (flammable gas)
	20
	8

	Generators
	12
	6

	Downlight power supplies
	9
	6

	Air conditioners and Heat pumps
	9
	5

	Appliance cords
	16
	4


Table 3 - Products assessed as currently treated as low risk - in order of "P"

From these tables the following items have been selected for adoption into the medium risk list as a reflection of being domestic or similar products having a significantly high P or T value.  

	Product

	Air conditioners and Heat pumps

	Air conditioners and Heat pumps (flammable gas)

	Codeless phones

	Downlight power supplies

	Electric games and toys

	Generators

	Glue guns

	Multifunction shower cabinets 

	Socket outlet mounted nightlights 


Table 4 - Product assessed as high risk selected for adoption to medium risk list

Note: Products that do not have widespread domestic applications have not been adopted.

Products with Medium Rating presently rated as low risk

The following Tables show the products that are presently rated as low but are eligible for inclusion on the Medium risk list as a result of being rated medium by the engine. These are products that have a rating “above” the Medium delineation line. 

Note: This list includes those rated in the lower end of the high risk category – i.e. less than 2 above the delineation lines.

	Product
	∑Pi

	Oral hygiene appliances, toothbrushes – mains power
	11

	Dispensing machines (commercial) 
	11

	Fabric steamers 
	11

	Under carpet and tile heaters
	11

	Dimmers and speed controllers
	10

	Garage door openers
	10

	Photocopy machines
	10

	Mosquito zappers
	9

	Heat pumps, air-conditioners and dehumidifiers 
	7

	Transformers for construction sites 
	6

	Uninterruptible power supplies
	6

	Cutting-off grinders 
	4

	Information technology equipment (excluding displays)
	4

	Audio products
	2


Table 5 -- Products with Medium Rating presently rated as low risk - listed in order of "P"
	Product
	∑Ti

	Oral hygiene appliances, toothbrushes – mains power
	8

	Transformers for construction sites 
	8

	Cutting-off Grinders 
	8

	Audio products
	8

	Dispensing machines (commercial) 
	7

	Fabric steamers 
	7

	Under carpet and tile heaters
	7

	Dimmers and speed controllers
	7

	Garage door openers
	7

	Photocopy machines
	7

	Mosquito zappers
	7

	Heat pumps, air-conditioners and dehumidifiers 
	7

	Uninterruptible power supplies
	7

	Information technology equipment (excluding displays)
	7


Table 6 - Products with Medium Rating presently rated as low risk - listed in order of "T"
Selecting those products with the higher R value (P*T) ratings leaves a list of products for adoption as shaded below. In this case the simple multiplication has been used to select those products with the greatest overall rating: 

	Product
	∑Ti
	∑Pi
	P*T

	Oral hygiene appliances, toothbrushes - mains power
	8
	11
	88

	Dispensing machines (commercial) 
	7
	11
	77

	Fabric steamers 
	7
	11
	77

	Under carpet and tile heaters
	7
	11
	77

	Dimmers and speed controllers
	7
	10
	70

	Garage door openers
	7
	10
	70

	Photocopy machines
	7
	10
	70

	Mosquito zappers
	7
	9
	56

	Heat pumps, air-conditioners, and dehumidifiers 
	7
	7
	49

	Transformers for construction sites 
	8
	6
	48

	Uninterruptible power supplies
	7
	6
	42

	Cutting-off Grinders 
	8
	4
	32

	Information technology equipment (excluding displays)
	7
	4
	28

	Audio products
	8
	2
	16


Table 7 - Products with the higher P*T ratings
Note: Products that do not have widespread domestic applications have not been adopted.

Schedule 1

Technical (Consequence) factors

· Product that provides an electrical safety function. 

· Product that relies on isolation between LV and exposed ELV parts.

· Product that is likely to be moved during or between uses. 

· Product that is used in circumstances where the user is not able to readily disconnect themselves with normal physical reaction to electric shock or burns. 

· Product that relies on guards and barriers to prevent mechanical injury. 

· Product is likely to be used by unsupervised children. 

· Product commonly used in damp locations or where the skins resistance is bypassed.

· Product’s standard is recognized as being barely adequate. 

· Products subject to likely significant misuse.

· Product is high powered (heat or mechanical energy).  

· Product has assessable live parts and relies on safety impedances, current control or cadence for safety.

· Electrical installation related product, likely to be installed by unskilled persons.

· Product relies on safety cut-off or interlock for primary safety.

· Product is commonly used locally in an unattended mode but classified internationally as attended.

· Product that contains high stored energy.

· Product that has an ionising radiation hazard.

· Product that has hot accessible non-working surfaces.

· Product that has a toxic output.

· Product where a critical failure is not likely to be visible or recognised.

· Product that is generally electrically interconnected with other products. 
Schedule 2

Probability factors

· Product generally incorporates new Technology.

· Product is not regulated in Australia.

· Product not generally regulated in Asia.

· Product subject to a deviation from the relevant international Standard.

· Product can be easily converted from a 110 volt product.

· The applicable international Standard is considered to be inadequate.

· The dominant supplier’s marketplace applies a standard considered to be inadequate for New Zealand.

· There is a significant compliance cost disincentive. 

· There has been a recent update in the relevant standard.

· Compliance with the applicable Standard is difficult to achieve.

Schedule 3

Revised Probability factors

· Testing is:

· expensive 

· difficult 

· not readily available in dominant supplier’s markets 

· not readily available internationally. 

· Adequate Standard does not exist:

· in the local market

· in the dominant supplier’s markets

· internationally. 

· Regulatory Control – Product is not controlled in:

· regional market

· dominant supplier’s markets

· global markets. 

· Deviations – Relevant standard deviates from:

· regional Standard

· dominant supplier’s market standard

· international Standard

· another significant market’s standard. 

· Compliance disincentives from:

· cost

· complexity

· inappropriate conversion. 

· Changes to product designs have resulted from:

· amendments to applicable standards

· other regulatory requirements

· new technology applications.  
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