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Inquiries

Any submissions, comments or inquiries regarding this paper should be directed in the
first instance to the Executive Officer, Utilities Commission at any of the following:

Postal address:
Utilities Commission
GPO Box 915
DARWIN NT 0801

Telephone:
08 8999 5480

Fax:
08 8999 6262

Email:
utilities.commission@nt.gov.au

February 2008 Utilities Commission



Electricity Ring-Fencing Code - Proposed Variations Page iii

Act
Code
Commission

Draft Code

ERA

Issues Paper

Power and Water

Response Paper

GLOSSARY

Utilities Commission Act
Northern Territory Electricity Ring-Fencing Code
Utilities Commission

Draft Third Version of the Northern Territory Electricity
Ring-Fencing Code

Electricity Reform Act

Possible Review of Certain Regulatory Instruments, Issues
Paper, August 2007

Power and Water Corporation

Possible Review of Certain Regulatory Instruments,
Response Paper, January 2008

Utilities Commission

February 2008



Page iv Electricity Ring-Fencing Code - Proposed Variations

February 2008 Utilities Commission



Electricity Ring-Fencing Code - Proposed Variations Page 1

CHAPTER
INTRODUCTION
Background
1.1 This Paper relates to the release by the Commission of a draft of a proposed third

version of the Northern Territory Electricity Ring-Fencing Code — the Draft Code.

1.2 The release of the Draft Code follows the Commission’s decision, first
foreshadowed in the “Possible Review” Issues Paper published by the Commission in
August 2007 and confirmed in the “Possible Review” Response Paper published by the
Commission in January 2008, to undertake a major review of the Code.

1.3 The Commission’s proposed decision, which it is considering whether to make, is
to revoke the existing Code and make another code in the form of the Draft Code.

1.4 This Paper is the Commission’s formal notice under clause 7.1 of the Code of
that proposal.

1.5 In accordance with clause 7.1 of the Code, this Paper:

* states the nature of the proposed variation, revocation or additional or varied
obligation; and

* requests submissions by a date specified in the notice (not being a date earlier
than 30 days after the date of the notice).

1.6 The Draft Code, showing how a final Code may look with the proposed variations
incorporated, is provided at Appendix A.

Call for submissions

1.7 Submissions are invited from interested parties concerning the issues raised in
this Paper and related matters.
1.8 Submissions, comments or inquiries regarding issues raised in this Paper should
be directed in the first instance to:

Executive Officer Telephone: (08) 8999 5480

Utilities Commission Fax: (08) 8999 6262

GPO Box 915

DARWIN NT 0801 Email: utilities.commission@nt.gov.au

1.9 The closing date for submissions is Friday, 14 March 2008.

Confidentiality

1.10 In the interests of transparency and to promote informed discussion, the
Commission intends to make submissions publicly available. However, if a person
making a submission does not want their submission to be public, that person should

Utilities Commission February 2008
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claim confidentiality in respect of the document (or any part of the document). Claims for
confidentiality should be clearly noted on the front page of the submission and the
relevant sections of the submission should be marked as confidential, so that the
remainder of the document can be made publicly available. In addition, a copy of the
submission suitable for publication (i.e., with any confidential material removed) should
also be provided.

Public access to submissions

1.11 Subject to the above, submissions will be made available for public inspection at
the office of the Commission and on its website (www.utilicom.nt.gov.au).

1.12 To facilitate publication on the Commission’s website, submissions should be
made electronically by disk or email. However, if this is not possible, submissions can be
made in writing.

1.13 Information about the role and current activities of the Commission, including
copies of reports, papers and submissions, can also be found on the Commission’s
website.

1.14 The closing date for submissions is Friday, 14 March 2008.

1.15 The Commission will consider any submissions which are received by the closing
date, but it is not obliged to consider submissions received after that date.

1.16 Within 30 days (or such longer period as the Commission specifies) after the
closing date for submissions, the Commission will issue a draft decision in relation to the
proposal.

1.17 In the interests of transparency and to promote informed discussion,
submissions will be made available for public inspection at the office of the Commission
or on its website unless the person making a submission claims confidentiality in respect
of the submission (or any part of the submission). Claims for confidentiality should be
clearly noted on the front page of the submission and the relevant sections of the
submission should be marked as confidential

Proposed timetable

1.18 The present intention of the Commission is to follow a timetable for consultation
under the requirements of clause 7 of the Code which would enable a new Code to be
introduced with a commencement date of 1 August 2008.

1.19 The Commission will expect persons who wish to make submissions to comply
strictly with the timetable set by the Commission.

Due Date Event

Friday,

14 March 2008 Submissions due on proposed variations to the Code
Monday,

14 April 2008 Publication of proposed Draft Code
Friday,

23 May 2008 Submissions due on proposed Draft Code
Wednesday,

25 June 2008 Gazettal and Publication of Revised Code
Friday,

1 August 2008 Commencement date of Revised Code

February 2008 Utilities Commission
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CHAPTER

COMMISSION’S PROPOSED APPROACH

Review of Code and background to the issue of the Draft Code

2.1 The Code was made in 2001 and came into force on 1 July 2001. The Code
replaced an interim ring-fencing code. Minor definitional amendments were made to the
Code in April 2002.

2.2 The Code has not undergone detailed review by the Commission since that time.

2.3 The Commission indicated in the “Possible Review” Issues Paper published in
August 2007 that it proposed to undertake a major review of the Code. The Issues Paper
indicated that the Commission had taken an in-principle decision to revamp the Code
over the next year or so notwithstanding regulatory policy developments that may impact
on the NT’s electricity market over the same period. The Response Paper published in
January 2008 confirmed this decision.

2.4 The Commission notes that, while there is a prospect that the NT Government
could ultimately adopt a broader reform program that involves regulatory arrangements
which differ from those proposed in the Draft Code, there is currently no certainty about
this or the likely timing of the introduction of any changed regulatory arrangements.

2.5 Without intending to repeat the detail of the Response Paper, the Commission
reiterates its view that addressing some aspects of current regulatory deficiencies in the
NT electricity market through review of the Code is likely to be of benefit and is unlikely
to be dealt with, or overtaken, by wider regulatory changes in the Territory for the
foreseeable future.

2.6 Having regard to the considerations that, first, the Code has been in operation
for over six and a half years without detailed review and, secondly, there have been
considerable regulatory developments in relation to ring-fencing and other forms of
regulatory structuring in the electricity supply industry (and other industries) elsewhere
in Australia in that period, the Commission inclines to the view that further delay by the
Commission in deciding whether to make changes to the Code is not warranted.

Commission’s proposed approach

2.7 At its meeting on 24 October 2007, the Commission confirmed its earlier
in-principle decision to undertake a revamp of the Code.

2.8 The Commission agreed to accept that, in doing so, a primary consideration for
the Commission should be the avoidance of unnecessary costs and duplication given the
range of regulatory policy options which may impact on the Territory’s electricity market
from 2008.

2.9 Among other matters, the Commission indicated that the regulatory framework
should be focused on addressing regulatory issues peculiar to the Territory.

Utilities Commission February 2008



Page 4 Electricity Ring-Fencing Code - Proposed Variations

2.10 The Commission identified that it should give priority to regulatory decisions
aimed at relieving the burden currently faced by contestable customers in the absence of
third-party retailers and generators in the Territory.

2.11 As outlined in the “Possible Review” Response Paper, the Commission recognizes
that revamping the Code will only address some aspects of the current regulatory
deficiencies identified in Chapter 2 of the Issues Paper. Nonetheless the Commission
considers that it is possible to address effectively some aspects of those deficiencies
through its power to make a code relating to ring-fencing in a regulated industry.

2.12 With this in mind, the Commission has attempted to identify the types of issues
which it considers appropriate to be dealt with in a revamped Code.

2.13 In working through these issues, the Commission has looked to the approaches
taken in other jurisdictions both in the electricity supply industry and other industries.

2.14 The Commission has sought to identify current regulatory best practice in this
regard.
2.15 The Commission has also obtained further legal advice concerning the extent of

its power to make a code relating to ring-fencing.

2.16 The Commission has given detailed consideration to the drafting of appropriate
proposed amendments to the Code to achieve the intended policy outcomes outlined
above, and discussed in greater detail in the Response Paper, and in the subsequent
chapters.

2.17 The Draft Code represents the outcome of the process undertaken by the
Commission to date.

2.18 The Commission believes that the Draft Code is an appropriate way of
addressing certain of the regulatory deficiencies which currently exist without being
overly prescriptive or imposing too great a regulatory burden on Power and Water when
compared to the likely public benefit of the requirements of the Draft Code.

2.19 In seeking submissions in relation to the Draft Code, the Commission will be
particularly interested in receiving comments or views about this.

Legislative authority

2.20 Under section 24 of the Act, the Commission may make codes or rules relating to
the conduct or operations of a regulated industry or licensed entities. The Commission
may only make a code or rules under section 24 if authorized to do so by the relevant
industry regulation Act or by regulations under the Act.

2.21 The ERA (in section 13) declares the electricity supply industry to be a regulated
industry for the purposes of the Act.

2.22 Regulation 2 of the Utilities Commission Regulations authorizes the Commission
to make a code ‘relating to ring fencing in a regulated industry’. For that purpose, ‘ring
fencing means the separate operation of related or associated businesses of a licensed
entity in a regulated industry’.

2.23 The Code was made under that authorization.
Power and procedures to amend the Code

2.24 The power of the Commission to amend the Code, and the procedures it must
follow to do so are set out in the Act and the Code itself.

February 2008 Utilities Commission
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2.25 The Act provides that the Commission may vary or revoke a code or rules
(section 24(3)).

2.26 The Act provides that before doing so the Commission must consult the Minister
and representative bodies and participants in the regulated industry that the
Commission considers appropriate (section 24(4)).

2.27 The formal procedure for variation of a code involves the Commission giving
notice of the variation of a code to the Minister and to each licensed entity to which the
code applies (section 24(6) of the Act). Notice of the variation is to be published in the
Gazette (section 24(7) of the Act).

2.28 The variation of a code made in this manner takes effect on the date on which it
is notified in the Gazette or a later date specified by the Commission in the code (section
24(8) of the Act).

2.29 The Code itself regulates the procedures that the Commission will follow in
deciding whether to exercise, and in exercising, its powers under the Act to make a
variation to the Code.

2.30 The detailed procedures that the Commission must follow before it makes a
variation to the Code are set out in clauses 6 and 7 of the Code.

2.31 The Code provides several means by which it may be amended. An amendment
may be made at the instigation of the Commission.

2.32 The Code provides that the Commission may at any time vary or revoke the Code
in accordance with the Act (clause 6.1).

2.33 The Code provides that, before varying or revoking the Code under that power,
the Commission will consult with each Electricity Entity in accordance with the
procedure set out in clause 7 and otherwise comply with the other requirements of the
Act and clause 7 (clause 6.5).

2.34 The requirements of the Act and clause 7 of the Code are outlined below.

Matters to which the Commission will have regard

2.35 The Code provides that in deciding whether to vary or revoke the Code by this
means the Commission will have regard to:

(@) the matters listed in section 6(2) of the Act, being the matters to which the
Commission must have regard when performing its functions; and

(b) in the case of a variation to the Code which imposes an additional or varied
obligation on a particular Electricity Entity, the general principle that the
administrative cost to that Electricity Entity of complying with the additional or varied
obligation should not, or should not be likely to in the opinion of the Commission,
outweigh the benefits to the public from compliance with that additional or varied
obligation.

2.36 Section 6(2) of the Act provides that in performing its functions the Commission
must have regard to the need -

(@) to promote competitive and fair market conduct;

(b) to prevent misuse of monopoly or market power;

(c) to facilitate entry into relevant markets;

(d) to promote economic efficiency;

(e) to ensure consumers benefit from competition and efficiency;

Utilities Commission February 2008



Page 6 Electricity Ring-Fencing Code - Proposed Variations

® to protect the interests of consumers with respect to reliability and quality of
services and supply in regulated industries;

(g) to facilitate maintenance of the financial viability of regulated industries; and

(h) to ensure an appropriate rate of return on regulated infrastructure assets.
2.37 In exercising its code making power under the Act, the Commission will also
have regard to the object of the Act which is as follows:

2. Object

The object of this Act is to create an economic regulatory framework for regulated
industries that promotes and safeguards competition and fair and efficient market
conduct or, in the absence of a competitive market, that promotes the simulation of
competitive market conduct and the prevention of the misuse of monopoly power.’

Procedures under Clause 7 of the Code

2.38 Clause 7 of the Code sets out the detailed procedural requirements that the
Commission must follow if it is considering varying or revoking the Code.

2.39 The Commission must first publish a written notice which at least states the
nature of the proposed variation or revocation and requests submissions by a date
specified in the notice (clause 7.1).

2.40 The Commission must give a copy of the notice to each Electricity Entity to
which the notice relates (clause 7.2), and inform each person known to the Commission
(whom the Commission believes has a sufficient interest in the matter) by publishing the
notice.

2.41 The Commission must consider submissions received by the closing date for
submissions specified in the notice, and may (but is not obliged to) consider any
submissions received after that date (clause 7.3).

2.42 The next step is for the Commission to then issue a draft decision stating
whether or not it intends to proceed with the proposed variation or revocation (clause
7.4).

2.43 The Commission must request submissions in relation to the draft decision by a
specified date (clause 7.5), and consider any submissions received by the date specified
(clause 7.6) before issuing a final decision (clause 7.7).

2.44 If the Commission’s final decision is to proceed with the proposed variation or
revocation to the Code, the final form of this must be stated in the final decision.

2.45 The making of the variation or revocation of the Code then takes place in
accordance with the procedural requirements of the Act outlined above.

February 2008 Utilities Commission
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CHAPTER

PROPOSED DRAFT CODE

Revocation and replacement of the existing Code

3.1 The Commission proposes that it revoke the existing Code in its entirety, and
promulgate a new version of the Code in the form of the Draft Code.

3.2 It is proposed to reissue a new code, rather than simply amend the existing
Code. There are two main reasons for this. The first is that, while based on the existing
Code, the draft Code contains extensive amendments from the existing text, changes to
nomenclature, and numbering and formatting changes. Secondly, it now common
regulatory practice for new versions of regulatory documents to be reissued when
extensive changes are made to them.

3.3 At the time of making the existing Code, the Commission also issued explanatory
notes accompanying the Code. The explanatory notes contained information about
matters including the legislative authority for the Code, its development, and discussion
about the purpose of ring-fencing and the various options which had been considered by
the Commission when making the Code. The explanatory notes also provided some
comments about the type of businesses to which ring-fencing applies.

3.4 The Commission does not propose to reissue new explanatory notes when
reissuing the Code. It considers that it is now not necessary to do so given that the
ring-fencing regulatory regime has been in place since 2001 and the basic requirements
of the regime should be well understood.

3.5 Where it considers it appropriate to do so, the Commission is likely to use its
power under the Act (as reflected in the Draft Code) to issue guidelines about the
interpretation and application of the new Code.

Overview of proposed changes to the Code

3.6 The most significant of the changes which the Commission proposes to the Code
relate to two topics, namely ring-fencing minimum requirements and default terms and
conditions for goods or services provided by a Prescribed Business to a Related Business.

Reasons for the proposed changes

3.7 Before giving an overview of the two major proposed changes, the Commission
outlines the background reasons for the proposals.

3.8 The proposed changes to the ring-fencing requirements are considered by the
Commission to be a means by which it can deal in an effective manner with at least one
aspect of the current regulatory deficiencies noted in the Response Paper. That is, the
deficiencies associated with barriers to entry into the market.

Utilities Commission February 2008
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3.9 In the Response Paper, the Commission identified a number of barriers to entry
in the Northern Territory electricity supply industry. The Commission observed that one
difficulty was that currently there are no publicly observable de facto contracts or service
level agreements in place between Power and Water’s generation and retail arms defining
Retail’s terms of purchasing of wholesale energy from Generation.

3.10 The Commission noted that if a stand-alone retailer was to seek entry into the
NT electricity market (or a large contestable customer to seek to directly source wholesale
power), they face at least two major hurdles.

3.11 The first is in trying to understand the exact nature of the bilateral contracting
framework currently in place and the equality of regulatory treatment afforded a new
retailer (or customer) compared to Power and Water Retail.

3.12 The second is in having sufficient comfort that the ring-fencing processes in
place are effective enough to ensure they obtain access to wholesale energy on
competitively-neutral commercial terms from Power and Water Generation.

3.13 In the Response Paper, the Commission also noted that it could take some
actions to address current deficiencies in the NT electricity market that, by their nature,
seem unlikely — at least in the short term — to be overtaken by broader regulatory changes
such as the possibility of the NT’s migration to the national electricity regime.

3.14 These included dealing with barriers to entry directly associated with Power and
Water’s vertical integration in general, and the lack of legal separation between Power and
Water’s networks, generation and retail businesses, and between its franchise and
contestable retail businesses in particular.

3.15 The actions could also include those designed to deal with the lack of regulatory
oversight in the ‘contestable’ market segments in the absence of any alternative supplier
to Power and Water.

3.16 The changes which the Commission proposes to make to the existing
ring-fencing minimum obligations, and the proposed new provisions relating to default
terms and conditions for the supply of goods or services, together are designed to deal
with issues of that type by introducing arrangements which are intended to increase the
transparency of dealings between a Prescribed Business and a Related Business, and
provide an environment more conducive to potential entry of other market participants.

3.17 The changes which the Commission proposes do not deal with each of the
possible steps which the Commission identified at paragraph 3.13 of the Issues Paper as
steps which could be taken in a revamp of the Code.

3.18 The Commission considers that the further steps proposed in the Draft Code
represent the most important of the changes that are required to deal with the current
regulatory deficiencies which have been identified by the Commission.

3.19 The Commission has considered whether or not it should include any flegal
separation’ requirements (as between Prescribed Businesses or as between Prescribed
Businesses and Related Businesses) in the Draft Code but, on balance, has decided not
to further pursue that more prescriptive option at this stage.

Changes to ring-fencing minimum obligations

3.20 First, changes are proposed to the ring-fencing minimum obligations contained
in clause 4 of the Code. It is proposed that these obligations be expanded in the range of
matters covered by these obligations, and also that changes be made to the requirements
as they relate to the basis on which an Electricity Entity which carries on a Prescribed
Business deals with a Related Business in relation to goods and services provided
between a Prescribed Business and a Related Business.

February 2008 Utilities Commission
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3.21 It is proposed that the existing provisions (clauses 4.1(e) and (f) of the Code)
dealing with the basis on which goods and services are provided to a Related Business by
a Prescribed Business, and vice versa, be recast.

3.22 The basic requirement will be that goods and services of a Prescribed Business
which are in fact provided to the entity’s Related Contestable Business (for example, the
sale of electricity generated by Power and Water) must also be provided to third parties
who seek the same type of goods or services on terms which are fair and reasonable and
non-discriminatory.

3.23 Ultimately the Commission will determine, if necessary, whether terms and
conditions are fair and reasonable or non-discriminatory if those matters are put in
contention.

3.24 This requirement will be supplemented by the default terms and conditions
concept outlined below, so that a third party will have the ability to obtain certain types
of goods or services from the Prescribed Business on the default terms and conditions
should it wish to do so.

3.25 The existing provisions are also recast to regulate the basis on which goods or
services of a Prescribed Business are provided by that Prescribed Business to its Related
Contestable Business.

3.26 The Commission proposes new requirements (clause 3.4 of the Draft Code) as to
the basis on which a Prescribed Business must deal with its Related Contestable Business
where it provides goods or services of that Prescribed Business to the Related Contestable
Business.

3.27 The Commission proposes that those dealings must take place in accordance
with principles which the Commission has called the arm’s length contracting principles.
Essentially, the terms and conditions of the dealings will be required to be documented in
writing. Where default terms and conditions exist for the relevant goods or services the
parties will have a choice. The Prescribed Business may choose to supply the relevant
goods or services to its Related Contestable Business on the default terms and conditions.
However if the parties wish to supply the goods or services on other terms, the Prescribed
Business will need to apply to the Commission for approval.

3.28 The Commission will be authorized to approve the proposed contract if the
Prescribed Business satisfies it that either the terms of the proposed contract are not
more favourable to the Related Contestable Business than the default terms, or (if not)
that the contract should be approved because it is otherwise fair and reasonable and
non-discriminatory.

3.29 The Commission considers that, by strengthening the ring-fencing minimum
obligations in this way, there will be greater transparency and certainty as to the basis on
which the monopoly and contestable businesses of Power and Water deal with each other
in relation to goods and services in the electricity supply industry flowing between those
businesses.

3.30 The Commission considers that the introduction of these requirements will aid in
the introduction of further competition into the NT electricity supply industry, and
provide more confidence to potential entrants in the market.

Default terms and conditions

3.31 Secondly, the Commission proposes to introduce requirements (contained in
clause 4 of the Draft Code) relating to default terms and conditions for certain types of
goods or services currently provided by a Prescribed Business to a Related Business.

3.32 The purpose of this is to provide transparency as to the terms and conditions on
which these goods or services are provided, and to enable third parties to have the option
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of acquiring the same goods or services from the Prescribed Business on the default terms
and conditions.

3.33 The Commission proposes that it be able to nominate certain types of goods and
services currently being provided by a Prescribed Business to a Related Contestable
Business as nominated goods or services.

3.34 As an initial step, the Draft Code specifies that the sale to a retailer of electricity
generated by Power and Water will be covered by the new provision, and therefore will
require default terms and conditions to be prepared.

3.35 Other goods or services will be nominated by the Commission over time. Subject
to further consideration of the interaction of the Draft Code with the Network Access
Code, the provision of certain network services may also become subject to the
requirement to prepare default terms and conditions.

3.36 At this stage the Commission merely raises this as a possible future development
which will require further consideration as to its legal feasibility and practicality.

3.37 If goods or services are nominated as nominated goods or services, there will be a
requirement on the Prescribed Business to develop standard terms and conditions (the
default terms and conditions) governing the supply of those goods or services for approval
by the Commission.

3.38 The criteria for approval of default terms and conditions are that the terms and
conditions are required to be fair and reasonable and non-discriminatory.

3.39 Provisions of this type for approved standard terms are found in a number of
regulatory arrangements in other jurisdictions, particularly in relation to electricity
distribution networks.

3.40 The Commission considers that it is desirable to introduce analogous
arrangements to deal with the particular situation found in the Territory in the electricity
generation sector.

3.41 The Commission noted in the Issues Paper that recent developments mean that
competition in the NT generation sector is unlikely to emerge in the medium term. Given
this position, the Commission considers that there needs to put in place arrangements
for transparency and certainty as to the basis on which electricity generated by Power
and Water is supplied to its contestable retail arm, and may be acquired by another
retailer from Power and Water.

3.42 The Commission considers that the imposition of a regime of approved default
terms and conditions as part of the ring-fencing requirements will assist in achieving the
object of the Act.

February 2008 Utilities Commission
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CHAPTER
EXPLANATORY NOTES
Introduction
4.1 This chapter contains the Commission’s further detailed comments in relation to

the drafting approach to the Draft Code.

4.2 The notes are intended to be by way of overview and are not a clause by clause
explanation of each clause of the Draft Code.

4.3 To the extent possible in the circumstances, the Commission in preparing the
Draft Code has retained the existing chapter structure of the Code, although some
chapters have different numbers in the Draft Code.

4.4 Some changes have been made to nomenclature. For example, a Related
Business is called a Related Contestable Business in the Draft Code.

Comments on clauses of the Draft Code

Clause Subject Comment

No.

1.2 Commencement Date The Commencement Date is 1 August 2008 or
such later date as the Code is made.

1.3 Previous Versions of | The new Code will wholly replace previous

the Code versions of the Code from the Commencement

Date.

1.4 Application of the Code | The Code will continue to apply only to an

Electricity Entity that carries on a Prescribed
Business in the Northern Territory.

This provision has been expanded in two ways.

An Electricity Entity will also be required to
comply with any guidelines issued by the
Commission in relation to the Code -
clause 1.4(b).

An Electricity Entity will also be under an
obligation to ensure that its Associates,
Employees and Outsourced Service Providers also
comply with applicable provisions of the Code -
clause 1.4(c).
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Clause
No.

Subject

Comment

1.5

Obligation to Remedy

The obligation to remedy breaches of the Code is
now made explicit. It was probably implicit in the
existing Code but this puts the matter beyond
doubt.

An express requirement to remedy is commonly
found in other codes - e.g. clause 1.1.6 Electricity
Industry Code (Qld).

1.5

Guidelines

The Commission has power (section 7 of the Act)
to publish guidelines relating to the performance
of its functions. This provision explains how the
Commission will issue guidelines in relation to
the Code or matters arising under the Code.

2.1

Objectives of Code

The statement of objectives of the Code has been
reworded. It makes clear that the purpose of the
Code is to achieve the objects of the Act and ERA
(as the relevant industry regulation Act). It
further elaborates in clause 2.1(a)(iii on the
objectives that specific measures in the Code are
directed towards achieving.

2.2

Scope of Code

This provision is new. It is a brief summary of the
scope of the operative provisions of the Code.

Minimum Ring-Fencing
Requirements

The scope of clause 4 of the existing Code as a
whole has been expanded by the inclusion of
further minimum ring-fencing requirements (as
outlined below) and by revision of some of the
existing provisions.

See the overview comments in chapter 3 above
about the Commission’s intentions in adding to
the minimum ring-fencing requirements.

3.2

Confidential
Information

Minor amendments have been made to this
clause. It now applies to information provided by
‘or in respect of a Customer. It clarifies that
disclosure of information also can only be made if
otherwise permitted by law.

3.3

Provision to third
parties of goods or
services of a Prescribed
Business provided to a
Related Contestable
Business

Clause 3.3 of the Draft Code is a reworded
equivalent of clause 4.1(e) of the Code. Instead of
goods or services being required to be supplied by
a Prescribed Business to third parties who wish
to obtain them on a ‘non-discriminatory arm’s
length commercial basis’, the requirement will
now be twofold.

The goods or services must be provided on terms
or conditions that are fair and reasonable and
non-discriminatory.

Standards of this type, or expressed in that way,
are commonly found in regulatory instruments in
other jurisdictions - e.g. Victorian electricity
distribution licences.

February 2008
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Further the clause applies not in respect of any
goods or services provided to a Related
Contestable Business by a Prescribed Business
but only to goods or services of that Prescribed
Business. That is to say, goods and services
amounting to the core goods and services defined
as constituting a Prescribed Business.

Other sorts of goods or services (in fact provided
by a Prescribed Business to a Related Contestable
Business) but which in fact could be sourced by a
Related Contestable Business from other third
party supplier (e.g., IT systems, account
management services etc) are treated in the Draft
Code as contestable goods and services.

The provision of contestable goods or services as
between a Prescribed Business and a Related
Contestable Business are subject to the minimum
ring-fencing requirements in clauses 3.5 and 3.6
of the Draft Code.

3.4 Provision of goods or | This provision is new. It in part deals with the
services of a Prescribed | reverse of the position dealt with in clause 4.1(e)
Business to a Related | of the Code. The existing Code does not seek to
Contestable Business directly deal with the basis on which goods or
services are provided by a Prescribed Business to
a Related Business. It only deals with this
indirectly by requiring that goods and services in
fact provided also be made available to third
parties, who wish to obtain them, on a non-
discriminatory arm’s length commercial basis.

A weakness of the existing Code is that it does
not directly set any standards for how goods or
services are to be provided by a Prescribed
Business to a Related Business.

Clause 3.4 of the Draft Code seeks to fill that gap.

It will apply only in respect of goods or services of
a Prescribed Business which are offered or
provided to a Related Contestable Business. It will
therefore not apply to contestable goods or
services.

The clause will require the Electricity Entity to
comply with new arm’s length contracting
principles.

These principles include that goods or services of
a Prescribed Business which are offered or
provided by it to a Related Contestable Business
must occur on terms that are documented in an
arm’s length contract. This contract may be actual
or notional.

Presently the business units of Power and Water
are not separate legal entities. In the absence of
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legal separation of Power and Water that will
continue to be the case.

Clause 3.4 introduces a new requirement for
‘notional’ contracts between a  Prescribed
Business and a Related Contestable Business
where they are not separate legal entities.

The requirement for notional’ contracting is used
in other jurisdictions - e.g., in relation to a use of
system agreement between a retailer and
distributor where both are the same legal entity:
see Victorian electricity retail licences (clause 0).

The arm’s length contracting principles require the
Prescribed Business and the Related Contestable
Business to act at all times on the basis of the
contract (actual or notional) between them.

This is important because, in the absence of legal
separation of Power and Water, its monopoly and
contestable business units should actually deal
with each other in accordance with the standards
set by the minimum ring-fencing requirements.

The provision will allow transparency in the
terms of dealings between the monopoly and
contestable business units and will assist the
Commission in determining whether the
minimum ring-fencing requirements are effective in
a behavioral sense.

If the type of goods or services of a Prescribed
Business which are being offered or provided to a
Related Contestable Business are the subject of
default terms and conditions approved under
clause 4, then the Prescribed Business will have
two options under the arm’s length contracting
principles as to how it supplies goods or services
of that type to its Related Contestable Business.

It may elect to supply the goods or services on
the approved default terms and conditions.
However if it chooses not to do so, and proposes
to supply the goods or services on terms that
differ from the approved default terms and
conditions, it will be required to first seek the
approval of the Commission: clause 3.4(b)(v).

Clause 3.4(c) sets out the criteria the
Commission is to apply in determining whether
to approve the proposed contract. This is either a
‘not more favourable’ than the default terms and
conditions test, or alternatively a fair and
reasonable and non-discriminatory test.

It should be noted that a ‘no less favourable’
requirement exists wunder the transmission
ring-fencing guidelines made by the ACCC/AER
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under the National Electricity Rules. See clause
7.2(b) of those guidelines. It is a ring-fencing
minimum obligation that a TNSP providing ring-
fencing services must offer those services to its
customers on terms and conditions no less
favourable than it provides to itself or its
associates.

The onus is put on the Prescribed Business to
satisfy the Commission that it meets the
standards for approval.

Additionally, a Prescribed Business will not be
able to vary an approved contract without the
further approval of the Commission or waive the
requirements of the approved contract.

3.5

Provision of contestable
goods or services by a
Prescribed Business to
a Related Contestable
Business

See comments under clause 3.3 above.

Clause 3.5 fills a gap existing in the existing Code
as clause 4.1(e) of the existing Code does not
directly require that goods or services which are
provided by a Prescribed Business to a Related
Business to be provided on a non-discriminatory
arm’s length commercial basis.

Clause 3.5 imposes in reworded language an
equivalent requirement.

It will only apply in respect of the provision of
contestable goods or services.

Such a provision is required because in the
absence of a requirement of this nature there
could be cross-subsidisation of a Related
Contestable Business by a Prescribed Business
thus conferring an unfair competitive advantage
on that Related Contestable Business when
compared to the position of its Competitors.

3.6

Provision of contestable
goods or services to a
Prescribed Business by
a Related Contestable
Business.

This is the reverse situation to that covered by
clause 3.5 of the Draft Code.

Clause 3.6 is a re-worded equivalent of existing
clause 4.1(f) of the Code.

By definition goods or services provided by a
Related Contestable Business to a Prescribed
Business will be contestable goods or services
which could also have been procured by that
Prescribed Business from third parties.

The requirement in clause 3.6 is that those
transactions must happen on an arm’s length
and reasonable commercial basis as if the two
businesses were separate unrelated entities.

3.7

Marketing Staff

Clause 3.7 rewords the separation requirement
found in clause 4.1(g) of the existing Code to put
the onus on the Prescribed Business to ensure its
Marketing Staff are not used in the Related

Utilities Commission
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Comment

Contestable Business rather than vice versa as
clause 4.1(g) currently provides. The end result of
separation between the two is in substance
equivalent.

3.8

Branding and

Marketing

Clause 3.8 is new. Requirements of this type are
found, for example, in electricity ring-fencing
requirements in Victoria: see Electricity Industry
Guideline No. 17.

3.9

Claims about Service
Standards

Clause 3.9 is new. Requirements of this type are
found, for example, in electricity ring-fencing
requirements in Victoria: see Electricity Industry
Guideline No. 17.

3.10

Websites

Clause 3.10 is new. Requirements of this type are
found, for example, in electricity ring-fencing
requirements in Victoria: see Electricity Industry
Guideline No. 17.

Default Terms and

Conditions

Clause 4 of the Draft Code is new. See the
comments in chapter 3 above about the
Commission’s intention in introducing the
clause 4 requirements about default terms and
conditions.

The form of clause 4 follows closely provisions in
the Victorian electricity distribution licences
concerning requirements for use of system
agreements (see clause 4 of those licences).

The requirements for approved default terms and
conditions will only apply to a Prescribed
Business.

Clause 4 will also only apply to those goods or
services of that Prescribed Business which are
either declared by clause 4 itself to be nominated
goods or services or are nominated by the
Commission as nominated goods or services.

Therefore, the regime for approved default terms
and conditions will have an element of flexibility
as to the extent of its practical width.

The Commission will expect to consult with
Power and Water concerning its views about the
matter.

4.1(a)

Submission of
proposed default terms
and conditions

This follows the model for submission of terms
under the Victorian electricity distribution licence
requirement.

4.1(b)

Proposed default terms
and conditions

The proposed default terms and conditions which
must be submitted to the Commission for
approval must be comprehensive.

4.2

Nominated goods or
services

This clause provides the mechanism by which
goods or services may be specified as nominated
goods or services. If so, the regime in clause 4 will
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apply.

At the commencement of the Draft Code, the only
type of goods or services which will be covered by
clause 4 from the outset is the sale of electricity
generated by Power and Water to a licensed
retailer. See clause 4.2(c).

The Commission considers that it is necessary to
have in place approved standard terms and
conditions on which a licensed retailer is able to
buy electricity from Power and Water should
such a retailer wish to enter the NT market.

The clause also contains a safeguard (clause
4.2(b)) which prevents the Commission from
nominating goods or services as nominated goods
or services if another regulatory instrument
wholly deals with the terms and conditions on
which that particular good or service is to be
provided by the Prescribed Business.

4.3

Consideration of
proposed default terms
and conditions

This follows the model for consideration and
approval under the Victorian electricity
distribution licence.

4.4

Provision of nominated
goods or services

Under clause 4.1(e) of the existing Code, a person
already has a right to require a Prescribed
Business to supply goods or services to it if those
goods or services are provided to a Related
Business.

This provision expands on that existing obligation
where the type of goods or services in issue are
nominated goods or services and thus subject to
the regime under clause 4 of the Draft Code.

The provision follows the model in clauses 4.4
and 4.5 of the Victorian electricity distribution
licence.

4.5

Requirements for
default terms and
conditions

This clause imposes the requirement that the
terms and conditions submitted for approval by
the Commission must be fair and reasonable and
non-discriminatory.

Clause 4.5 therefore applies the same standard
as the minimum ring-fencing requirements
proposed in clause 3.3.

Requirements to the same or similar effect apply
under clause 4.6 of the Victorian electricity
distribution licence.

4.6

Amendment of default
terms and conditions

This provision follows the model in clause 4.7 of
the Victorian electricity distribution licence.

4.7

Replacement default

contract

This provision follows the model in clause 4.8 of
the Victorian electricity distribution licence.

Utilities Commission
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4.8

Termination of default
contract

This provision follows the model in clause 4.9 of
the Victorian electricity distribution licence.

Compliance Procedures
and Compliance
Reporting

Clause 8 of the Draft Code follows but expands
on basic structure of clause 8 of the existing
Code.

8.1

Compliance Procedures

Clause 8.1(b) further defines the types of
compliance procedures which are required to be
put in place by an Electricity Entity.

8.3(d)

&

Costs of audit

A minor amendment is made to further specify
the circumstances in which an Electricity Entity is
responsible for audit costs, and to further provide
a mechanism for recovery of those costs by the
Commission.

10

Outsourcing

Clause 10 of the Draft Code is new.

It is designed to provide specifically for the now
common  situation of businesses using
outsourced service providers to provide services
to them in relation to the conduct of their
businesses.

Clause 10 follows the general form of other
regulatory instruments relating to outsourcing.
See for example, the Victorian Electricity Industry
Guideline No. 17, Electricity Ring-Fencing,
clause 6; Tasmanian ‘Functional Ringfencing
Guideline’ 2004, clause 4.6; ESC Victorian Rail
Access Regime, Ring Fencing Rules , clause 2.8.

11

Interpretation of
requirements under the
Code

Clause 11 of the Draft Code is new.

It follows the form of provisions now commonly
found in regulatory instruments which provide
for the regulator to determine contested
questions or make decisions about the
application of regulatory standards expressed in
terms of standards involving issues of judgment
or degree or which necessarily involve the making
of value judgments against standards expressed
as concepts.

Other regulatory provisions give discretion to the
regulator to decide whether a service is
contestable or non contestable: e.g. Victorian
Electricity Industry Guideline No. 14, clause 5.2.

Examples of the former type are to be found in
the Victorian electricity distribution licences
(clause 21.3), retail licences (clause 6.3) and
Electricity Industry Guideline No. 14 (clause 7).

13

Interpretation

The Draft Code contains a number of additional
defined terms in clause 13.2.

February 2008

Utilities Commission



Electricity Ring-Fencing Code - Proposed Variations Page 19

Clause Subject Comment
No.

The additional defined terms are:
applicable laws

approved arm’s length contract
arm’s length contract

arm’s length contracting principles
business day

Codes

competition

Competitor

contestable

contracting parties

default contract

default terms and conditions
Employee

ERA

fair and reasonable

guideline

licence

minimum ring-fencing requirements
negotiated contract

nominated goods or services
non-contestable
non-discriminatory

notional agreement

Outsourced Service Provider
proposed variation

PWC

Some of the additional defined terms are to give
effect to the new provisions of the Draft Code. A
number of the terms contain definitions of
concepts used in the existing Code.

In addition a number of the existing defined
terms have been amended or renamed.

Comments on a number of the specific defined
terms are contained below.

The definitions in the existing Code which have
been omitted from the Draft Code are:

Contestable Market
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Related Business - now a Related Contestable

Business

13.2

Associate

A minor drafting change has been made to this
clause to reflect amendments to the Corporations
Act since the introduction of the initial definition.

13.2

Commencement Date

The definition operates so that the intended
commencement date of the new Code of 1 August
2008 can be delayed if necessary.

13.2

contestable and non-
contestable

These definitions have been introduced, and the
definition of Contestable Market omitted.

The operation of some provisions of the Draft
Code will depend on whether the particular goods
or services in question are supplied on a
contestable or non-contestable basis.

13.2

competition and

Competitor

These definitions are included to clarify that the
provisions of the Code which operate by reference
to competitors of an Electricity Entity or refer to
competition in the electricity supply industry are
intended to operate whether there is actual or
only potential competition in relation to the thing
in question.

13.2

Customer

The definition has been amended so, where the
context requires, the term also includes
customers of a licensed retailer.

Presently the term extends only to direct
customers of Power and Water and would not
include customers of any other Electricity Entity
which entered the NT market (e.g., another
retailer). The existing definition unduly restricts,
for example, the operation of the minimum
ring-fencing obligations in relation to treatment of
confidential information of customers.

13.2

Director

Minor amendments are made to this definition to
deal with the position of Electricity Entities other
than Power and Water, and to more correctly
represent the procedure by which directors of
Power and Water are appointed.

13.2

Electricity Entity

The definition has been amended to omit
reference to the term including, where the
context requires, the Associates of the Electricity
Entity. The current definition creates potential
uncertainty or confusion as to the circumstances
in which the Code places an obligation on an
Associate as well as an Electricity Entity.

13.2

fair and reasonable

The Code does not attempt to further define what
is “air and reasonable’ but provides that
questions of whether something is fair and
reasonable may be determined by the
Commission according to its opinion of the
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No.
matter.
13.2 non-discriminatory The definition draws on approaches taken in

other regulatory instruments.

Paragraph (a) of the definition is similar to a
number of regulatory provisions. See for example,
clause 21 Victorian electricity distribution
licences; clause 2 Victorian Electricity Industry
Guideline No. 17 - Electricity Ring-Fencing;
Tasmanian ‘Functional Ring Fencing Guideline’
2004 clause 3;

Paragraph (b) of the definition is similar to the
ring-fencing requirements in section 13.11(f) of
the WA Electricity Networks Access Code 2004.

13.2 Related Contestable | The definition has been simplified so that
Business essentially a Related Contestable Business will
consist of all those businesses (or components of
businesses) carried on by an Electricity Entity
within the electricity supply industry in the
Territory which are outside the scope of a
Prescribed Business. That is Related Contestable
Businesses will consist of the residue. By
definition those elements will be contestable
business activities which could be carried on also
by a third party.

Schedule | Transitional provisions | Although the Draft Code requires certain
3 Procedures to be submitted to the Commission for
approval within defined periods after the
commencement of the Code (reflecting the
provisions of the existing Code), the Commission
will not require Power and Water to resubmit
approved Procedures again once the new Code
comes into force. Schedule 3 provides the
machinery for the existing approvals to continue
in force.
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APPENDIX

DRAFT CODE

The Draft Code shows how a final Code may look with the proposed variations
incorporated.

A Delta View’ showing the substantive changes between the current Code and the
proposed Draft Code is also provided on the Commission’s website.

While the Commission has taken all reasonable care in preparing this delta view
document, it is provided for the purpose of general guidance only. Certain formatting
and consequential changes are not marked up in this document. Interested parties
should refer to the original Codes rather than rely on this delta view document.
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FOREWORD

This Third Version of the Northern Territory Eldactty Ring-Fencing CodeGodsg:

. is made by the Utilities Commission of the North&erritory pursuant to section 24 of the
Utilities Commission Act

. commences operation on 1 August 2008; and

. replaces the previous versions of @ede

Notice of the making of th€Eodewas published in thorthern Territory Government Gazetia [insert
datq.

Any questions regarding tl@deshould be directed in the first instance to thedive Officer, Utilities
Commission, at any of the following:

Level 9, 38 Cavenagh Street

DARWIN NT 0800

Postal address

GPO Box 915

DARWIN NT 0801

Telephone: (08) 8999 5480 Fax: (08) 8999 6262

Email: utilities.commission@nt.gov.au

Amendment History

Version Date made Date of commencement
1 27 June 2001 1 July 2001

2 29 April 2002 29 April 2002

3 [insert dat¢ 1 August 2008
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12

1.3

14

15

1.6

Northern Territory Electricity Ring-Fencing Code

Introduction

Authority

(a) This Codeis made by th€ommissionunder section 24 of th&ct and in accordance with
the authority granted to ti@ommissionby Regulation 2 of th¥ltilities Commission
Regulations

(b) In making thisCode theCommissionhas had regard to the matters listed in secti@h 6(
of theAct.

Date of Commencement

(a) This Codetakes effect on and from til@mmencement Date

Previous versions of the Code
(@ This Codeis the third version of th€odesmade by th&€Commission

(b) This Codereplaces the previous versions of @@desnade by th&€ommissionon and
from theCommencement Date

(© On and from th&€ommencement Datthe previous versions of tii@&deshave continued
application only in respect of matters and thingsuoring before th€ommencement
Date

Application
(@) An Electricity Entity that carries on Rrescribed Businesi the Northern Territory must
comply with thisCode

(b) An Electricity Entity that carries on Brescribed Business the Northern Territory must
also comply with anguideline published by th€ommissionin relation to thiCode

(c) An Electricity Entity that must comply with thi€odemust also ensure that its
AssociatesEmployeesandOutsourced Service Provideomply with applicable
provisions of thisCode

Obligation to remedy

(a) If an Electricity Entity breaches thi€odeit must remedy that breach as soon as
practicable.

Guidelines

(@) TheCommissionmay publishguidelinesrelating to the application or interpretation af,
matters arising under, thidode

(b) TheCommissiormust publish guidelineby publishing a copy on the website of the
Commission

(© TheCommissionmay, but is not required to, also publispuadeline by giving notice of
the making of thguidelineor a copy of thguidelineto eachElectricity Entity that is
required to comply with thguideline

(d) A guidelinetakes effect from the date of publication of thedelineby theCommission
or from a later date specified in tgaideline
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2.  Objectives and Scope

2.1  Objectives

(a) The objectives of thi€odeare to:

()
(i)
(iii)

2.2 Scope

promote and achieve the object of f;
promote and achieve the objects of BiA; and

without limiting paragraphs (i) and (ii) above, prote and safeguard competition
and fair and efficient market conduct in tBkectricity Supply Industryby
promoting the simulation of competitive market cocidand preventing the
misuse of monopoly power (for example by requititigctricity Entitiesto
implement measures which:

(A) prevent the misuse of monopoly power, and simulateviour and
outcomes likely to exist in a competitive marketga

(B)  ensure that itRelated Contestable Business&® not treated by its
Prescribed Businesses a manner which confers a non-commercial
discriminatory price or non-price advantage onRle¢ated Contestable
Businessas compared to an arm’s length third party in dree
commercial circumstances.)

(a) The scope of thi€odeincludes:

(i)

(if)
(iii)

(iv)

(v)
(vi)

(vii)

(viii)

to require that aklectricity Entity that carries on Brescribed Business the
Northern Territory must comply with thminimum-ring fencing requirements
specified in thiCode

to specify theminimum ring-fencing requirements

to enable th&€ommissiono require that ailectricity Entity that carries on a
Prescribed Businesm the Northern Territory submit for approval byth
Commissionproposediefault terms and conditions relation to specified goods
or services nominated by t@®mmissionunder which approvedefault terms
and conditionstheElectricity Entity will be obliged, if required, to provide the
relevant goods or services@ustomers

to establish a mechanism for the development aptbapl of certairAccounting
Procedures Cost Allocation Procedureandinformation Procedureswith which
anElectricity Entity that carries on Brescribed Business the Northern
Territory must comply;

to provide mechanisms for adding to or amendingGloide

to provide procedures for adding to or amending-fencing obligations under
this Code

to provide procedures for ensuring compliance withrequirements of thiSode
and compliance reporting; and

to provide mechanisms for exemptingEectricity Entity from compliance with
specified requirements of thidode

February 2008
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3. Minimum Ring-Fencing Requirements

3.1 Financial accounts
@) An Electricity Entity that carries on Brescribed Businesi the Northern Territory must:

® establish and maintain a separate set of finaac@unts and reports in respect
of:

(A)  eachPrescribed Businessand
(B) its Electricity Businessas a whole,

which have been prepared in accordance witiAtteaunting Procedures
applying to tha€Electricity Entity from time to time under clause 5; and

(i) allocate any costs that are shared betwde@mescribed Businesand aRelated
Contestable Business a manner that:

(A)  complies with theCost Allocation Procedureapplying to thaElectricity
Entity from time to time under clause 5; and

(B) is otherwisdair and reasonable

3.2  Confidential Information

(a) An Electricity Entity that carries on Brescribed Business the Northern Territory must
ensure thaConfidential Information provided by or in respect ofGustomerto a
Prescribed Business:

)] used only for the purpose for which ti@adnfidential Information was provided
by or in respect of th&@ustomer

(i) only disclosed to &elated Contestable Busines§thatElectricity Entity if the
disclosure of tha€Confidential Information is not prohibited under the
Information Proceduresapplying to thaElectricity Entity under clause 5 from
time to time and disclosure is otherwise permitigdaw; and

(i)  otherwise dealt with in accordance with théormation Proceduresapplying to
thatElectricity Entity under clause 5 from time to time.

(b) An Electricity Entity that carries on Brescribed Businesi the Northern Territory must
ensure that any information (includi@pnfidential Information):

0] obtained by thakElectricity Entity (or by its Associate®r Employee¥in the
course of conducting Rrescribed Businessor

(i) known to thaElectricity Entity (or by itsAssociate®r Employeeyas a result of
conducting &rescribed Businessand

(i) which might reasonably be expected to materialigcafthe commercial interests
of aCompetitorof aRelated Contestable Busines§thatElectricity Entity if
disclosed to thaRelated Contestable Businesy

(iv)  which might reasonably be expected to provide apsditive advantage to a
Related Contestable BusinesfthatElectricity Entity over aCompetitorof that
Related Contestable Businesgslisclosed to thaRelated Contestable Business
without also being disclosed to tl@admpetitor

is:

(V) used only for the purpose for which that informateas provided or obtained;
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(vi)  only disclosed to &elated Contestable Busines§thatElectricity Entity if the
disclosure of that information is not prohibitedden thelnformation Procedures
applying to tha€Electricity Entity under clause 5 from time to time and is
otherwise permitted by law; and

(vii)  otherwise dealt with in accordance with théormation Proceduresapplying to
thatElectricity Entity under clause 5 from time to time.

3.3  Provision to third parties of goods or services of a Prescribed Business
provided to a Related Contestable Business

(a) An Electricity Entity that carries on Rrescribed Businestm the Northern Territory must
ensure that any goods or services Br@scribed Businessf thatElectricity Entity which
are offered or provided toRelated Contestable Busines$thatElectricity Entity by
thatPrescribed Businesare also offered and provided to otlistomergincluding
Competitorsof thatRelated Contestable Busingssho wish to obtain the same type of
goods or services from thBtescribed Businessn terms and conditions which are:

0] fair and reasonableand
(ii) non-discriminatory.

3.4  Provision of goods or services of a Prescribed Business to a Related
Contestable Business

(@) An Electricity Entity that carries on Rrescribed Businesm the Northern Territory must
comply with thearm’s length contracting principlesn relation to any goods or services
of aPrescribed Businessf thatElectricity Entity which are offered or provided by that
Prescribed Businesto aRelated Contestable Busines$thatElectricity Entity.

(b) Thearm'’s length contracting principlesre:
0] that:

(A)  thePrescribed Businesand theRelated Contestable Busine@he
contracting partie$ must prepare and enter into a written agreement
between them in relation to goods or services @ePtiescribed Business
which are offered or provided by tReescribed Busines® theRelated
Contestable Busines®r

(B) if the contracting partiesare not separate legal entities, toatracting
partiesmust:

() prepare and enter into a notional written agreerbetween them
in relation to the goods or services of Brescribed Business
which are offered or provided by tReescribed Businest® the
Related Contestable Busine&snotional agreement

() act at all times on the notional basis thatdbietracting parties
have and must comply with tmetional agreement

(anarm’s length contrac};
(ii) that anarm’s length contractmust:

(A)  deal with each of the material terms and condit{@mduding in particular
prices and terms and conditions relating to prigeyhich the relevant
goods or services are offered or provided;

(B)  contain terms and conditions dealing with eacthefrhatters that would
reasonably be expected to be contained in an agregefrihecontracting
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parties were dealing with each other on an arm’s lengthraasonable
commercial basis (i.e. as if tkentracting partieswere separate unrelated
entities);

(i) that thecontracting partieanust at all times deal with each other and act in
accordance with thearm’s length contract

(iv)  that thecontracting partieamust not vary tharm’s length contractor waive
compliance with the requirements of thaim’s length contracin a manner
inconsistent with these principles;

(v) that:

(A) if a proposedirm’s length contracts in respect of goods or services of
the Prescribed Businesm relation to which there are approvaefault
terms and conditionsinder clause 4 below; and

(B) if the terms and conditions of the proposenh’s length contractdiffer
from the approvedefault terms and conditions

the Electricity Entity must make application to tli@ommissiorfor approval by

the Commissionof the proposedrm’s length contractand thecontracting
partiesmust not enter into the proposaan’s length contractunless approved by
theCommission A proposedrm'’s length contractwhich has been approved by
the Commissionis anapproved arm'’s length contragand

(vi)  that thecontracting partieanust not vary aapproved arm’s length contract
(except by varying the terms and conditions ofepproved arm’s length
contractto the form of the relevant corresponding terms @tlitions of the
approveddefault terms and conditionsunless thélectricity Entity has made
application to, and received the approval of,@eenmissiorfor the proposed
variation.

(c) The Commissionmay approve a proposedm’s length contractor a proposed variation
to anapproved arm’s length contrage proposed variatiopupon application being made
to it under clauses 3.4(b)(v) above or 3.4(b)(bip\ee if theElectricity Entity establishes
to the satisfaction of theommission in the opinion of th€ommission that:

® the terms and conditions of the propoaett’s length contractor proposed
variation are not more favourable to tRelated Contestable Businessative to
the position that thRelated Contestable Businessuld be in if thecontracting
partieshad an agreement for the supply of the relevantig@o services in the
form of the approvedefault terms and conditionspr

(i) if the terms and conditions of the proposenh’s length contractor proposed
variation do not satisfy clause 3.4(c)(i) above, the prop@seads length contract
or proposed variations fair and reasonableandnon-discriminatoryand should
be approved.

(d) TheCommissionin giving an approval under clause 3.4(c) above make the approval
subject to further requirements or conditions dpetiby theCommissionincluding that:

@ the Electricity Entity provide to theCommissionperiodically during the term of
thearm’s length contractinformation and materials sufficient to enable the
Commissionto continue to have the satisfaction, in the opirebthe
Commission of the matters referred to in clause 3.4(c) above
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3.5 Provision of contestable goods or services by a Prescribed Business to a
Related Contestable Business

(a) An Electricity Entity that carries on Rrescribed Businestm the Northern Territory must
ensure thatontestablegoods or services which are provided fRedated Contestable
Businessof thatElectricity Entity by aPrescribed Businessf thatElectricity Entity are
provided on an arm’s length and reasonable comaidyasis (i.e. as if therescribed
Businessand theRelated Contestable Busines®re separate unrelated entities).

3.6 Provision of contestable goods or services to a Prescribed Business by a
Related Contestable Business

(a) An Electricity Entity that carries on Rrescribed Businest the Northern Territory must
ensure thatontestablegoods or services which are provided ®rascribed Businesby
aRelated Contestable Busines§thatElectricity Entity are provided on an arm'’s length
and reasonable commercial basis (i.e. as iPtlescribed Businesand theRelated
Contestable Businessere separate unrelated entities).

3.7  Marketing Staff

(@) An Electricity Entity that carries on Rrescribed Businessn the Northern Territory must
ensure that:

(1) theMarketing Staff of its Prescribed Businesseme not also used darketing
Staff for its Related Contestable Businessesd

(ii) in the event that thiglarketing Staff of its Prescribed Businesseato become or
are found to become involved irRaelated Contestable Businesthe
involvement immediately ceases.

3.8  Branding and marketing

(a) An Electricity Entity that carries on Brescribed Businesand aRelated Contestable
Businessin the Northern Territory must brand and markedlftsy a manner that
minimises any potential faCustomerconfusion between therescribed Businesand the
Related Contestable Businee§thatElectricity Entity.

3.9 Claims about service standards

(a) An Electricity Entity that carries on Brescribed Busines@&nd aRelated Contestable
Businessn the Northern Territory:

0] must not market t€ustomershe goods or services in tEéectricity Supply
Industry offered or provided by thRelated Contestable Businebased on the
reliability, quality, safety or other attribute thfe goods or services provided by a
Prescribed Businessf thatElectricity Entity; and

(ii) must confine any representations it makeSustomersabout service standards in
relation to goods or services in thBkectricity Supply Industryprovided by the
Related Contestable Businessthose associated with those goods or services
directly provided by th&®elated Contestable Business

3.10 Websites

(a) Where arElectricity Entity that carries on Rrescribed Businesand aRelated
Contestable Busineds the Northern Territory shares a website Hactricity Entity
must:

0] identify on each page of the website which contaiaserial in relation to the
Electricity Businesf thatElectricity Entity whether théPrescribed Businessr
theRelated Contestable Busineisresponsible for the contents of that page; and
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4.2

4.3

(i) separate the contents of the website dealing witreacribed BusinesBom the
contents of the website dealing with fRelated Contestable Busineas far as
practicable.

Default Terms and Conditions

Submission of proposed default terms and condit ions

(@)

(b)

An Electricity Entity that carries on Brescribed Businesi the Northern Territory:
(1) must within 40business daysf the date nominated by tl@®mmission and
(i) may at any other time,

prepare and submit to tl@mmissionfor its approval, proposegkfault terms and
conditionsfor nominated goods or services

The proposedefault terms and conditionander clause 4.1(a) above must set out each of
the terms and conditions (including in particulecgs and terms and conditions relating

to prices) upon which the relevant goods or sesweeuld be provided or offered to a
Customer(including aRelated Contestable Busines§thatElectricity Entity) by a
Prescribed Businessf thatElectricity Entity.

Nominated goods or services

(@)

(b)

(c)

For the purposes of clause 4.1(a), @@nmissionrmay by written notice given to each
Electricity Entity to which the notice relates specify goods or sesjior a class of goods
of goods or services, of a type provided or offaretheElectricity Supply Industryby a
Prescribed Businessf thatElectricity Entity to aRelated Contestable Busineesthat
Electricity Entity asnominated goods or services

The Commissionmay not nominate goods or services, or a classadgor services, as
nominated goods or serviceghere the terms and conditions upon which the goods
services are to be provided by Blectricity Entity are wholly regulated or provided for
by anotheapplicable law

For the purposes of clause 4.1(a) aboeminated goods or servicéscludes the sale of
electricity generated blyWCto anElectricity Entity issued with dicenceauthorising the
selling of electricity.

Consideration of proposed default terms and con  ditions

(@)

(b)

(c)

Upon receipt of any proposel@fault terms and conditionfom anElectricity Entity
under clause 4.1(a) above, themmissionmay:

(1) approve thosdefault terms and conditionas submitted;

(i) if there are currently no existirdgfault terms and conditionfor the relevant
goods or services, approve thasfault terms and conditionsith amendments
required by th&€ommissionfollowing consultation by th€ommissionon its
proposed amendments; or

(iii) not approve thoseéefault terms and conditions

TheCommissionmay not approve any terms or conditions in propakddult terms and
conditions(with or without amendment) which are inconsisteith anapplicable law

If:

(1) theCommissiorhas received proposee@fault terms and conditionfrom an
Electricity Entity under clause 4.1(a); and
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4.4

4.5

4.6

(i) at the end of 6@usiness dayafter the day on which those proposiedault terms
and conditionswere received by theommission(or such longer period after that
day not exceeding 30 days as notified by@leenmissionto theElectricity
Entity), theCommissiorhas not:

(A) approved (with or without amendment) those progasfault terms and
conditions or

(B) advised thélectricity Entity that the proposedefault terms and
conditionswill not be approved,

the Commissionwill be deemed to have approved the propaefdult terms and
conditions

Provision of nominated goods or services

(a) Where:

0] anElectricity Entity carries on &rescribed Business the Northern Territory;
(ii) default terms and conditionhave been approved under clause 4.1 above; and

(i)  aCustomerrequests th&lectricity Entity to provide goods or service§the type
which are the subject of approveefault terms and conditions

the Prescribed Businessf thatElectricity Entity must offer to enter into an agreement in
writing with the Customerfor the provision of the requested goods or sesvitethe form
of the approvedefault terms and conditionga default contracj within threebusiness
daysof the request unless:

(iv)  an agreement in respect of the requested goodswicas between thelectricity
Entity and theCustomermaking the request has been terminated due tdexiada
breach by th€ustomer and

(v) the circumstances giving rise to that breach remaghanged such that if that
former agreement was still in force there wouldahaunremedied breach by the
Customer

(b) TheElectricity Entity and aCustomermay, instead of entering intadafault contract
negotiate an agreement for the provision of theested goods or servicesnegotiated
contracf with terms and conditions different from thoselo# eippprovediefault terms
and conditions Eachnegotiated contracimust be in writing.

Requirements for default terms and conditions

(a) Proposediefault terms and conditionsubmitted to th&€ommissionby anElectricity
Entity in accordance with clause 4.1(a) above must be:

0] fair and reasonableand
(ii) non-discriminatory.

Amendment of default terms and conditions

(a) TheElectricity Entity must amend its proposed or approdedault terms and conditions
in accordance with any direction to do so giveriheCommissionif:

0] the Commissionis of the opinion that, without the amendment,térens and
conditions:

(A) are noffair and reasonableor

(B)  are nomon-discriminatory, and
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4.7

4.8

4.9

5.2

(i) the Commissiorhas given th&lectricity Entity an opportunity to make
representations on the matter and to amendefault terms and conditions
without such a direction.

Replacement default contract

(a) Upon approval oflefault terms and conditiongunder clause 4.3(a) or clause 4.3(c)) or
any required amendment to approdedault terms and conditionfunder clause 4.6(a)),
the Electricity Entity must:

@ make an offer within threleusiness day® eachCustomerwith which it has a
default contractto enter into a replacemet¢fault contractin the form of the
newdefault terms and conditionsand

(i) if such offer is accepted, terminate the existiefpult contract

(b) The offer under clause 4.7(a) above must remain épeacceptance by@ustomerfor at
least 4(business days

Termination of default contract

(a) TheElectricity Entity must notify theCommissionas soon as practicable if:

0] it gives any notice to @ustomerin connection with the proposed termination of a
default contract or

(i) it terminates alefault contractwithout a replacemermtefault contractor
negotiated contracimmediately coming into force.

(b) TheElectricity Entity must not terminate @éefault contractif the Commissionso directs
theElectricity Entity specifying the duration and circumstances of tiedipition on
termination.

Review and consultation with Commission about d efault terms and conditions

(a) TheCommissionmay in connection witldefault terms and conditioneequired under
this clause 4 require thgectricity Entity to:

@ develop or prepargefault terms and condition consultation with the
Commission
(i) preparedefault terms and condition& draft and submit the draft to the

Commissionfor its consideration;

(iii) reviewdefault terms and conditionat intervals or when specified by the
Commission and

(iv) re-submit proposedefault terms and condition® theCommissiorwhen
specified by th&€€ommission

Compliance with Approved Procedures

Introduction

(a) In this clause 5 unless the context otherwise requa reference td*tocedures
includes in each case tAecounting ProceduresCost Allocation Procedureand
Information Procedures

Submission of final draft Procedures for approval by the Commission

(a) An Electricity Entity that carries on Rrescribed Busines the Northern Territory must
within:
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0] 3 months (in the case of tAecounting Proceduresind theCost Allocation
Procedure¥; and

(ii) 6 months (in the case of th&formation Procedure$,

of theCommencement Datsubmit to theCommissionfor approval final draft
Proceduredor its Prescribed Businesseteveloped in accordance with clause 5.3.

5.3 Development of final draft Procedures
(a) The final draftProcedures submitted by aiklectricity Entity under clause 5.2 must be:

0] designed to ensure compliance with Eiectricity Entity's obligations under
clause 3;

(ii) otherwise consistent with the general principlésoséin Schedule 2 to thiSode
for each type oProcedure and

(i)  developed in conjunction with t@ommissionso as to ensure that the final draft
Procedures when submitted can be approved byGoenmissiornwithout the need
for substantial amendments.

5.4  Matters to which the Commission will have regar  d when considering draft
Procedures

(a) In considering whether to approve any dRribcedure submitted by ailectricity Entity
under clause 5.2, tttommissiorwill have regard to (among other things):

0] the matters set out in section 6(2) of A and

(ii) whether the drafProcedures give effect to the principles set out in Schedute
this Codefor that type oProcedures.

5.5 Approval by the Commission may be subject to co nditions

(a) TheCommissionmay grant its approval of the dr&ftocedures submitted by an
Electricity Entity under clause 5.2 subject to such conditions a€tmemissionconsiders
are appropriate in the circumstances including ttimmg requiring that:

0] specific amendments be made to the dPaficedures submitted by th&lectricity
Entity;

(ii) theProcedures are approved for a fixed term;

(i)  the Procedures be reviewed at regular intervath&gommissionand the
Electricity Entity;,

(iv)  theProceduresmust be resubmitted for approval following anyrgeto the
Codeaffecting theProceduresor when otherwise requested by @@mmission
and

(v) theElectricity Entity report to theCommissionconcerning the implementation,
application and/or compliance with tReoceduresvhen requested by the
Commission

5.6  Compliance by Electricity Entity with Procedures and conditions of
approval

(a) An Electricity Entity must comply with anyroceduresapproved by th€ommission
from time to time under clause 5.2 and any conaitiattaching to th€ommissiors
approval of thos®rocedures
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5.7

5.8

5.9

5.10

5.11

Variations to existing Procedures

(a) An Electricity Entity may at any time apply to tli@ommissionto approve a proposed
variation to any existin@rocedures

(b) Unless the&Commissionconsiders that the application has been made\aal wr
vexatious grounds (in which case themmissionmay reject the application without
further notice) an application to vary existiRgpcedureswill be dealt with by the
Commissionin accordance with the procedure set out in tlaisse 5 applying to an
application to approve the initirocedures

Timing

@) TheCommissionmust notify arElectricity Entity within 30 days after receiving an
application from thélectricity Entity to approve anyrocedureqor any variation to the
existingProcedure} of:

® whether theCommissionapproves thosBroceduregor the proposed variation to
the existingProcedure}; and

(i) any conditions attaching to tl@mmissiors approval of thos€roceduregor
the proposed variation to the existiRgpcedures.

(b) TheElectricity Entity must implement anlProcedureswithin 30 days after the date upon
which they are approved by tk®mmission

Default by Electricity Entity

(@) If an Electricity Entity:

® fails to submit any of the drarocedurego theCommissionwithin the time
period specified in clause 5.2 for the submissibiat type ofProceduresor

(i) submits drafProcedurego theCommissiornwhich require substantial
amendment before they can be approved by tiramission

the Commissionmay issue its owRrocedureswhich will be deemed for the purposes of
this Codeto be theProceduresapplying to thaElectricity Entity until such time as
appropriate drafProceduresare submitted to theommissionand approved.

Compliance with requirements until  Procedures are approved

(a) Until such time a®roceduresare approved or issued by t@emmissionunder this
clause 5, aftlectricity Entity must comply with the principles set out in Schedzito
this Codefor that type ofProceduresas if those principles were tReocedures

Copies of accounts

(a) An Electricity Entity that carries on Brescribed Businesmust provide to any person
upon request copies of the accounts provided t€tmemissionunder clause 3.1(a)(i) for
the most recent annual reporting period upon payimethat person of the fee approved
for that purpose by theommission

Adding to or Amending this Code

Variation or revocation by the Commission under the Act

(@ TheCommissionmay at any time vary or revoke ti@®de(or any part of thi€ode in
accordance with section 24 of thet.
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6.2

6.3

6.4

6.5

6.6

Application by an Electricity Entity for variat ion or revocation

(@) An Electricity Entity may request that tf@ommissionvary or revoke any part of this
Code

(b) Unless theCommissionconsiders that the application has been madeoal tor
vexatious grounds (in which case themmissionmay reject the application without
further notice) an application to vary or revoke gart of thisCodewill be dealt with by
the Commissionin accordance with the procedure set out in tlaigsse 6.

Additional or varied obligations on an Electric ity Entity

(a) Without limiting the powers of th€ommissionunder section 24 of th&ct to vary or
revoke theCode theCommissionmay vary theCodeto require that a&lectricity Entity
comply with an obligation in relation to the contdotaPrescribed Busineswhich
differs from or is in addition to the minimum okdigons set out in clauses 3, 4, and 5
above (including by requiring tHelectricity Entity to comply withProceduresssued by
the Commissionwhich vary or are additional to tliRroceduresapproved or issued by the
Commissionunder clause 5 from time to time).

Matters to which the Commission will have regar  d in making a decision

(a) In deciding whether to vary or revoke tiisde(or any part of thi€ode under clauses
6.1 or 6.2, or impose any additional or varied gdiion on arklectricity Entity under
clause 6.3, th€ommissiorwill have regard to:

0] the matters listed in section 6(2) of thet; and

(ii) in the case of a variation to t®dewhich imposes an additional or varied
obligation on a particulgElectricity Entity, the general principle that the
administrative cost to th&lectricity Entity of complying with the additional or
varied obligation should not, or should not belijk® in the opinion of the
Commission outweigh the benefits to the public from compdianvith that
additional or varied obligation.

Consultation by Commission with Electricity Ent ities

(a) Before varying or revoking thiSode or imposing any additional or varied obligatiam o
anElectricity Entity, under this clause 6, tli@ommissionwill consult with each
Electricity Entity in accordance with the procedure set out in clgumsed otherwise
comply with the other requirements of thet and clause 7.

Compliance with additional or varied obligation S

(a) An Electricity Entity must comply with any additional or varied obligetimposed upon
thatElectricity Entity under this clause 6 as and from the date uponhath&t obligation
takes effect under section 24 of het.

Procedures for Adding To or Amending Ring-Fencing Obligations

Notification by the Commission to interested pe rsons
(a) The Commissionmust, before:

0] varying or revoking thi€ode(or any part of thi€odg; or
(ii) imposing an additional or varied obligation onEdectricity Entity,

inform each person known to tR@mmission(whom theCommissionbelieves has a
sufficient interest in the matter) that tBemmissionis considering varying or revoking
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this Code(or any part of thi€odg or imposing an additional or varied obligationam
Electricity Entity by publishing a written notice which at least:

(i)  states the nature of the proposed variation, reéimcar additional or varied
obligation; and

(iv)  requests submissions by a date specified in theenrtot being a date earlier than
30 days after the date of the notice).

(b) TheCommissionwill also give a copy of any notice published atardance with this
clause 7.1 to eadhlectricity Entity to which the notice relates.

7.2  Consideration of submissions by the Commission

(@) TheCommissionmust consider any submissions received by thegpateified in the
notice published under clause 7.1(a) and may &bt obliged to) consider any
submissions received after that date.

7.3 Draft decision

(@) Within 30 days (or such longer period as @@mmissionnotifies) after the last day for
submissions specified in the notice published uctirrse7.1(a), thEommissionmust
issue a draft decision stating whether or notténds to proceed with the proposed
variation, revocation or additional or varied ohlign.

(b) The Commissionmust:

® provide a copy of its draft decision to edglRctricity Entity, any person who
made a submission on the matter and any otherpernso requests a copy; and

(i) request submissions from persons to whom it pravtte draft decision by a
specified date (not being a date earlier than 38 déter the date the draft decision
was issued).

7.4  Consideration of submissions on the draft decis ion

(a) TheCommissionmust consider any submissions it receives by #te specified by the
Commissionunder clause 7.3(b) and it may (but is not oblitggdconsider any
submissions received after that date.

7.5 Final decision

() Within 30 days (or such longer period as @@mmissionnotifies) after the last day for
submissions on the draft decision specified byGbmmission the Commissionmust
issue a final decision stating:

® whether or not it will proceed with the proposediation, revocation or additional
or varied obligation; and

(i) the final form of that proposed variation, revooator additional or varied
obligation.

(b) A notice in relation to a variation, revocationamditional or varied obligation will have
effect:

(1) 30 days after the notice is given to each relefzenttricity Entity and, where
required, published in thBazette or

(i) on such later date as tB@mmissionspecifies in the notice.
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8. Compliance Procedures and Compliance Reporting

8.1 Electricity Entity to establish and maintain co mpliance procedures

(@) An Electricity Entity that carries on Brescribed Businesm the Northern Territorynust
within 6 months of th€ommencement Datestablish, document, maintain, and comply
with appropriate auditable internal policies, pihaees and system$gompliance
procedure8) for ensuring that it complies with its obligateoander thisCode

(b) Thecompliance proceduresiust include, without limitation, policies proceds and
systems for:

0] training ofEmployeesabout the obligations of tHelectricity Entity under this
Code

(ii) regular internal audit by tHelectricity Entity of its compliance with its
obligations under thi€ode

(i) regular reporting to, and consideration by, Bectors of theElectricity Entity
concerning compliance with the obligations of Eiectricity Entity under this
Code

(iv)  dealing with any complaints made bZastomeror other third party to the
Electricity Entity in connection with non-compliance by thkectricity Entity
with its obligations under thiSode and

(v) detecting and reporting to ti@mmissionany breach of theompliance
procedures

(© The Commission upon reasonable notice being given toBhextricity Entity, may
require theElectricity Entity to demonstrate to tHeommission’ssatisfaction, in the
opinion of theCommissionthe:

0] adequacy of; and
(ii) satisfactory compliance by tigectricity Entity with,
the compliance procedures

(d) Any notification made by th€ommissiorto theElectricity Entity concerning the
Commission’sopinion of the adequacy of tikempliance proceduresf thatElectricity
Entity will not affect theElectricity Entity’s obligations under thi€ode

8.2 Compliance reports

(a) An Electricity Entity must provide a report to tli@ommission at reasonable intervals
determined by th€ommission describing the measures taken byEkectricity Entity to
ensure compliance with its obligations under @asle(a compliance repoit

(b) Thecompliance reportand theCommission’sassessment of compliance, will be made
publicly available by th€ommissionsubject to th&€€ommissionfirst complying with its
obligations under section 26 of tAet

8.3  Audit

(a) TheCommissionmay, upon reasonable notice toEactricity Entity, appoint an
independent auditor to undertake an audit oBfeetricity Entity’s compliance with any
of its obligations under thiSode

(b) If the Commissionnominates standards or requirements to apply audit under clause
8.3, the auditor will report in accordance withgastandards or requirements.
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8.4

9.2

9.3

9.4

(©) TheCommissionwill provide a copy of the auditor’s report to thkectricity Entity as
soon as reasonably possible after it has beenvezt&om the auditor.

(d) TheElectricity Entity will be responsible to pay the costs of undertgkivat audit if, in
the opinion of th&Commission the auditor discovers any failure by tBlectricity Entity
to comply with a material obligation under this @od

(e) Upon notification to thé&lectricity Entity by theCommissionthe Electricity Entity must
pay the amount of the audit costs to @mmmissionin the amount notified by the
Commission

Notification of breaches to the Commission

(a) An Electricity Entity must report any breach of its obligations undex @odeto the
Commissionas soon as reasonably possible after becomingeatvat the breach has
occurred and must advise of the remedial actionisiaeing undertaken to rectify the
breach.

Exemption from Compliance with Specified Obligations

Initial exemptions

(@) As at theCommencement DateachElectricity Entity listed in column 1 of Schedule 1 is
exempt from complying with the obligations unddstBodeset out in column 2 of
Schedule 1 in relation to th&rescribed Busineser theElectricity Businessset out in
column 3 of Schedule 1 until such time as@wenmissiornrevokes that exemption in
accordance with clause 6 of tiiede

Application for an exemption

(a) An Electricity Entity may apply to th&€ommissionfor an exemption from compliance
with any obligation (or component of an obligatiemder thisCode

(b) A notice requesting an exemption must includerdtiimation and materials necessary to
support theklectricity Entity's application for exemption.

Matters to which the Commission will have regar  d on the application
(a) In determining whether to grant any exemption,Gloenmissionwill have regard to:

® the matters listed in section 6(2) of thet; and

(i) the general principle that tti@ommissionwill only grant an exemption if it is
satisfied that the benefit, or likely benefit, ke tpublic of compliance with the
relevant obligation will be outweighed by the adisiirative cost to that
Electricity Entity of complying with that obligation.

Terms or conditions of exemption
(@) TheCommissionmay grant an exemption:

) on different terms to those sought by Hlectricity Entity; or

(i) subject to such conditions as tiemmissionconsiders are appropriate in the
circumstances, including conditions requiring that:

(A)  the exemption be for a fixed term;

(B) the continuation of the exemption be subject téengby theCommission
on such terms as tli@ommissionconsiders appropriate in the
circumstances;
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(C) theElectricity Entity report to theCommissionconcerning any matter
relating to the operation or impact of the exemptand

(D) the grant of the exemption be conditional upondteurrence of a
nominated event (for example, the variation of@loeleto impose an
additional or varied obligation on tligdectricity Entity or the
implementation of agreed compliance procedures).

9.5 Procedure for consideration of application
(@) When theCommissionreceives an application under clause 9.2bmmissionmust:

0] if it considers that the application has been n@u#ivial or vexatious grounds,
reject the application without further consideratior

(i) in all other cases within 14 days after receiphefapplication, inform each
person known to th€ommissiorwhom theCommissionbelieves has a sufficient
interest in the matter, that t@®@mmissionhas received the application by
publishing a written notice which at least:

(A) identifies theElectricity Entity that has applied for the exemption and the
nature of the requested exemption;

(B) states how copies of the application can be ohdaized

(C)  requests submissions by a date specified in thieen@tot being a date
earlier than 30 days after the date of the notice).

(b) TheCommissionmust provide a copy of the application to any pensithin 7 days after
the person requests a copy and pays any reasdaeablequired by th€ommission

(© The Commissionmust consider any submissions received by thespeeified in the
notice published under clause 9.5(a)(ii) and it rfiayt is not obliged to) consider any
submissions received after that date.

9.6 Draft decision

(a) Within 30 days (or such longer period as @@mmissionnotifies) after the last day for
submissions specified in the notice published untiarse 9.5(a)(ii) th€ommissionmust
issue a draft decision stating whether or notténds to grant the exemption sought in that
application.

(b) The Commissionmust:

0] provide a copy of its draft decision to the releMalectricity Entity, any person
who made a submission on the matter and any o#ieop who requests a copy;
and

(ii) request submissions from persons to whom it previde draft decision by a
specified date (not being a date earlier than 38 déter the date the draft decision
was issued).

(© The Commissionmust consider any submissions it receives by #te specified by the
Commissionunder clause 9.6(b) above and it may (but is bbged to) consider any
submissions received after that date.

9.7 Final decision

(a) Within 30 days (or such longer period as @@mmissionnotifies) after the last day for
submissions on the draft decision specified byGbmmission the Commissionmust
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9.8

10.
10.1

10.2

10.3

11.
11.1

11.2

11.3

11.4

issue a final decision stating whether or not It griant the exemption sought in that
application.

(b) A final decision under clause 9.7(a) has effecti@gs after the decision is issued to the
Electricity Entity or such later date as tB@mmissionspecifies in the notice.

Prescribed Business definition

(@ An Electricity Entity may at any time request that Biemmissionconsider whether the
requirements set out in paragraph (b) of the dedimiof ‘Prescribed Businesdave been
satisfied.

(b) A request under this clause 9.8 will be dealt wgtitheCommissionin the same manner
as an application for an exemption from complianit any obligation (or component of
an obligation) under clause 9.2.

Outsourcing

Outsourced Service Provider

(a) If an Electricity Entity that carries on Brescribed Business the Northern Territory
arranges for or uses another entity to performadrnitg business functions in relation to a
Prescribed Businessf thatElectricity Entity the other entity is a@utsourced Service
Providerin relation to thaElectricity Entity.

Compliance by Outsourced Service Provider

() An Electricity Entity must ensure that @dutsourced Service Providen relation to that
Electricity Entity complies with thisCodeas if theOutsourced Service Providavere the
Electricity Entity.

Outsourcing agreements

(a) If an Electricity Entity enters into an agreement with@uatsourced Service Provideén
relation to the performance of any of the busirfesstions of thePrescribed Businessf
thatElectricity Entity (including an asset management agreemengléricity Entity
must ensure that the terms of the agreement aststent with and facilitate the
implementation of thi€ode

Interpretation and determination of requirements under this Code

Fair and reasonable

(a) Any question as to whether a thingag and reasonabldor the purposes of thiSodeis
to be decided by theommissionon the basis of th€ommission’sopinion of the fairness
and reasonableness of the matter.

Non-discriminatory

(a) Any question as to whether a thingisn-discriminatoryfor the purposes of thiSodeis
to be decided by theommissionon the basis of thEommission’sopinion of the matter.

Arm’s length contracting principles

(@) Any guestion as to whether a thing satisfiesattm’s length contracting principlegor
the purposes of thiSodeis to be decided by tHeéommissionon the basis of the
Commission’sopinion of the matter.

Effect of disclosure of information

(a) Any guestion as to whether:
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11.5

11.6

11.7

12.
12.1

13.
13.1

0] information might reasonably be expected to matgradfect the commercial
interests of &ompetitorof aRelated Contestable BusinesfanElectricity
Entity if disclosed to thaRelated Contestable Businegs the purposes of clause
3.2(b)(iii) above; or

(ii) information might reasonably be expected to prog@dempetitive advantage to a
Related Contestable BusineesanElectricity Entity over aCompetitorof that
Related Contestable Businedglisclosed to thaRelated Contestable Business
without also being supplied to th@bmpetitorfor the purposes of clause
3.2(b)(iv) above;

is to be determined by tl@ommissionon the basis of thEommission’sopinion of the
matter.

Determination of goods or services as  contestable or non-contestable

(@) Any question arising under thidodeas to whether goods or services in Bhectricity
Supply Industryarecontestableor non-contestables to be determined by the
Commissionon the basis of thEommission’sopinion of the matter.

Carrying on of a business

(@) For the purposes of thiSodeanElectricity Entityis to be regarded as carrying on a
Prescribed Businesser aRelated Contestable Busine&ss the case may be) if :

0] it is the holder of dicenceauthorising the activities for whichliagenceis required
comprising all or part of the relevaRtescribed Businessr Related Contestable
Business or

(i) it otherwise engages in the activity of owning, troling or operating the relevant
Prescribed Busineser Related Contestable Business

(b) Any question arising under thidodeas to whether aBlectricity Entity is to be regarded
as carrying on rescribed Businessr aRelated Contestable Busineissto be
determined by th€ommissionon the basis of th€ommission’sopinion of the matter.

Commission to determine matters arising under this clause

(a) The Commissionmay from time to time in its discretion considedatecide any issue
arising under this clause 11.

(b) An:
0] Electricity Entity; or

(ii) any other person who has, in the opinion ofGeenmission a sufficient interest
in the matter,

may request that theommissionmay make such a decision.

Preservation of Other Obligations

Nothing in thisCodewill derogate from any obligation imposed uponEdectricity Entity under
theAct, theERA, any regulation made under those Acts, any camditf alicenceissued to the
Electricity Entity or any other code made by tGemmissionunder theAct.

Interpretation

Italicised terms
(a) In this Code words appearing likthis will have the meaning set out in clause 13.2.
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13.2 Defined terms
@) In thisCode unless the contrary intention appears:

“Accounting Procedurgsmeans the procedures of that name approved wedssy the
Commissionunder clause 5 for the purposes of hixle

“Act” means thaJtilities Commission Act

“applicable laws means legislation, regulations, codes or othstruments with which
anElectricity Entity must comply under the terms ofigenceissued to th&lectricity
Entity;

“approved arm’s length contrathas the meaning in clause 3.4(b)(v) of tGiede
“arm’s length contract has the meaning in clause 3.4(b)(i) of t@isde

“arm’s length contracting principleshas the meaning in clause 3.4(b) of Gisde
“Associaté means in relation to:

(a) anElectricity Entity that is a legal entity incorporated pursuant & th
Corporations Act, a person that would be an associate offhedtricity Entity
under Division 2 of Part 1.2 of ti@orporations Actif sections 13, 16(2) and 17
did not form part of that Act; and

(b) anElectricity Entity that is not a legal entity incorporated pursuarthe
Corporations Act a person that would be an associate ofEhexttricity Entity
under Division 2 of Part 1.2 of ti@orporations Actif sections 13, 16(2) and 17
did not form part of that Act and if th&lectricity Entity were a legal entity
incorporated pursuant to that Act;

“business dayymeans a day other than a Saturday or Sundayay a@eclared to be a
public holiday in the Northern Territory under tRablic Holidays Act

“Code means this Northern Territory Electricity Ring+#&eng Code;

“Code$ means the previous versions of the Northern TawiElectricity Ring-Fencing
Codes previously made by t@@mmission

“Commencement Dataneans the later of 1 August 2008 or the dat@sein the notice
published in th&azettemaking thisCodeas the date of commencement of tBsde

“Commissiori means the Utilities Commission of the Northernritery established by
theAct;

“competitiori means either actual or potential rivalry or catifgon in relation to a
business (or component of a business) or actimitheElectricity Supply Industry

“Competitof means an entity (whether identifiable, actuahotional) which either
actually or potentially may be mompetitionwith anElectricity Entity;

“Confidential Information” means information which is or has been providgdt has
otherwise been obtained by, Blectricity Entity (or Associateof thatElectricity Entity)
in connection with the carrying on ofPaescribed Businesand which is confidential or
commercially sensitive and includes information ethis derived from any such
information;

“contestablgin relation to goods or services within tRéectricity Supply Industry
means goods or services in relation to which te&igts or potentially existsompetition
in a market in relation to the supply of the rel@vgoods or services;
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“contracting partie$ has the meaning in clause 3.4(b)(i)(A) of tliede
“Corporations Act means theCorporations Act 200{Cth.);

“Cost Allocation Procedurésmeans the procedures of that name approved wedssy
the Commissionunder clause 5 for the purposes of thixle

“Customef means a person who engages (or proposes to gngafe activity of
purchasing goods or services frorRr@scribed Businessf anElectricity Entity or from
aRelated Contestable Busines§thatElectricity Entity, and also means, where the
context requires, a person who engages (or proposasyage) in the activity of
purchasing goods or services in Electricity Supply Industryfrom aCustomerwho
purchased goods and services froRr@scribed Business

“default contract has the meaning in clause 4.4(a) of thde
“default terms and conditiorishas the meaning in clause 4.1(a) of zde

“Director” has the same meaning as in @&rporations Actand includes in the case of
the PWCits chief executive officer from time to time aedch of the persons appointed as
directors ofPWCin accordance with theovernment Owned Corporations Act

“Electricity Business means in relation to alectricity Entity, all of the businesses
conducted by thé&lectricity Entity in theElectricity Supply Industry

“Electricity Entity” has the same meaning as is given to that tertime ERA;
“Electricity Supply Industry has the same meaning as is given to that terimeBERA;

“Employeé means ®irector or other officer, employee, consultant, contractoragent
of anElectricity Entity and includes a®@utsourced Service Providef thatElectricity
Entity;

“ERA" means theElectricity Reform Act
“fair and reasonabl& has the meaning in clause 11.1 of tGisde
“guideliné’ means a guideline published by @@iemmissionunder section 7 of thact;

“Information Procedures means the procedures of that name approved wedsisy the
Commissionunder clause 5 for the purposes of thigle

“licencé means a licence granted under EiRA;

“Marketing Staff’ means arEmployeeof anElectricity Entity who is directly involved in
the sale, promotion or advertising of any goodsesvices provided by tHelectricity
Entity to Customergwhether or not thaEmployeeis involved in other functions) but
does not include aBmployeewho is only involved in:

(@) strategic decision making, including the executfficer or officers to whom
Marketing Staffreport either directly or indirectly; or

(b) technical, administrative, accounting or serviaections;

“minimum ring-fencing requirementsmeans the requirements under clause 3of this
Code

“negotiated contradthas the meaning in clause 4.4(b) of WGisde
“nominated goods or servicélBas the meaning in clause 4.2 of t@isde

“non-contestabléin relation to goods or services provided in Electricity Supply
Industry means goods or services other thantestablegoods or services;
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“non-discriminatory’ means in relation to terms and conditions upoictvigoods or
services are provided or offered or proposed tprbeided or offered, terms or conditions
which:

(@) do not unreasonably discriminate, or have the effecreating unreasonable
discrimination between:

® differentCustomersor classes afustomersor
(i) Customersand aRelated Contestable Businee$ anElectricity Entity; and

(b) do not unreasonably competitively or financiallgatlvantage @ustomerrelative
to aRelated Contestable Busines§anElectricity Entity,

in relation to the provision of the relevant goodservices.

“notional agreemerithas the meaning in clause 3.4(b)(i)(B)(I) of thisde
“Outsourced Service Providétas the meaning in clause 10.1(a) of Guisle
“Prescribed Businessmeans:

(a) a business (or component of a business) carridy @mElectricity Entity which
consists of:

0] the operation of an electricity network and thevision of network access
services in relation to that electricity networkQastomers

(i) the provision of power system control and dispatetvices in relation to any
electricity network;

(i)  the sale of electricity to non-contestallestomersor

(iv)  abusiness (or component of a business) carridy @mElectricity Entity which
consists of the provision of any other goods ovises in theElectricity Supply
Industry:

(A)  to which the Regulations authorising the makinghef Codeextend to;
and

(B)  which theCommissiondetermines in accordance with clause 6nare
contestablegoods or services; or

(b) the business carried on by tR&/C of generating electricity for sale (whether to
third parties or notionally to another businesssion of thePWC) carried on by
the PWC, until such time as théommissionis satisfied that having regard to
factors set out in section 6(2) of thet and such other matters as @@mmission
considers are appropriate:

® thePWCno longer has a substantial degree of market powee market for the
generation of electricity for sale in respect @faaticular geographical area; or

(i) this Codeshould no longer apply to that business;
“Proceduré has the meaning given to it by clause 5.1 of @usle
“proposed variatiohhas the meaning in clause 3.4(c) of tGsde

“PWC’ means the Power and Water Corporation establisheddr thePower and Water
Corporation Act and

“Related Contestable Businésmeans, in relation to alilectricity Entity, any business
(or component of a business), other th&rescribed Businessarried on by that
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Electricity Entity or anAssociateof thatElectricity Entity in the Electricity Supply
Industry.

13.3 Other interpretation principles
(a) In thisCode unless the context otherwise requires:

(i)

(ii)
(iii)
(iv)
v)

(vi)

(vii)

(viii)

(ix)

)

(xi)

(xii)

(xiii)

if a term is defined in thERA or theActand is not otherwise defined in clause
13.2, that term will have the same meaning asvisrgio that term under teRA
or theAct;

headings are for convenience only and do not affecinterpretation of thi€ode
words importing the singular include the plural asak versa;
words importing a gender include any gender;

an expression importing a natural person includgscampany, partnership, trust,
joint venture, association, corporation or otheslyooorporate and any
governmental agency and vice versa,

a reference to any thing includes a part of thagth

a reference to a clause, Schedule or part of daelauSchedule is a reference to a
clause, Schedule or part of tidsde

a reference to any statute, regulation, proclamatiadinance or by-law includes
all statutes, regulations, proclamations, ordinaraeby-laws varying,
consolidating, re-enacting, extending or replat¢hrem and a reference to a statute
includes all regulations, proclamations, ordinanbgdaws and determinations
issued under that statute;

other parts of speech and grammatical forms of @wophrase defined in this
Codehave a corresponding meaning;

mentioning an example or anything after the wordsltide”, “includes” or
“including” will not limit what else might be inctied;

a period of time:

(A)  which dates from a given day or the day of an aetvent is to be
calculated exclusive of that day; or

(B)  which commences on a given day or the day of anraetent is to be
calculated inclusive of that day;

a reference to:

(A) adayis areference to a period commencing imngiafter midnight
and ending the following midnight; and

(B) amonth is a reference to a calendar month; and

a reference to an accounting term is to be intéggdr; accordance with
accounting standards under tBerporations Actand, if not inconsistent with
those accounting terms, generally accepted priegighd practices in use from
time to time in Australia in thElectricity Supply Industry

13.4 Making of an instrument or decision
(a) Where thisCodeauthorises the making of an instrument or decision

(i)

the power includes the power to amend or repedhgteument or decision; and
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(i) the power to amend or repeal the decision is esa&oé in the same way, and
subject to the same conditions, as the power teerttekinstrument or decision.
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SCHEDULE 1

Exemptions as at Commencement Date

Column (1) —
Electricity Entity

Column (2) —
CodeObligation

Column (3) —
Prescribed Business

PWC Clause 5.11 Franchise Retalil
PWC Clause 5.11 Generation Business
PWC Clause 5.11 Electricity Business as a whole

Utilities Commission
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SCHEDULE 2

Accounting, Cost Allocation and Information Principles

1. Common Principles

1.1  In addition to the matters referred to in claugkd. of theCode theCommissionwill, when
considering whether to:

(a) approve anyroceduressubmitted by aiklectricity Entity under clause 5.3(a);
(b) impose any conditions upon the grant of its apdrara
(©) issue its owrProcedures

have regard to the need to achieve an appropdaade between the public benefits of requiring
anElectricity Entity to comply with those obligations or conditions d@he administrative costs
to theElectricity Entity of complying with those obligations or conditions.

2. Accounting Principles

2.1  TheAccounting Proceduresvill only be approved by th€ommissionif:
(@) they ensure compliance with the relevarihimum ring-fencing requirements

(b) they are consistent with the accounting policiesd procedures for other regulatory
instruments;

(©) their utilisation involves a recognisable and nadilbeconomic basis;

(d) the resultant financial information satisfies tlimcepts of relevance and reliability,
thereby ensuring that the substance of the underlyansactions and events is reported;
and

(e) they comply with the principles set out in this &dble 2.

2.2  TheAccounting Proceduresnust be presented to tB®@mmissionin a manner that ensures that
the Commissionmay readily understand the methodologies and proes comprising such
Accounting Proceduresand the resultant financial statements and repbeachPrescribed
Businessand itsElectricity Businessas a whole.

2.3  TheAccounting Proceduresnust conform to Australian Accounting Standardeseglier
possible.

2.4  TheAccounting Proceduresnust ensure the reporting of the substance ofactions by:
(@ where substance and form differ, reporting the sulze rather than the legal form of a
transaction or event;

(b) in determining the substance of a transaction,iderigg all its aspects and implications,
including the expectations of and motivations fbe transaction; and

(c) for the purposes of determining the substancetresaction, viewing in aggregate a
group or series of transactions that achieves designed to achieve, an overall
commercial effect.
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2.5  An Electricity Entity must maintain accounting and reporting arrangesnehich:

(@) enable financial statements and reports to be prddar eachPrescribed Businesand
its Electricity Businessas a whole; and

(b) provide information in the financial statements amglorts that can be verified.

2.6 Information must be presented in financial stateisand reports in the most understandable
manner, without sacrificing relevance or reliakilit

2.7  The financial statements and reports prepared WBleutricity Entity in compliance with its
obligations under thi€odemust:

(a) give a fair and reasonable view of the profit avgkland the balance sheet relating to each
Prescribed Businesand itsElectricity Businessas a whole;

(b) be capable of certification as such by an auditeerwand if required by tHeommission
(©) be derived from the statutory accounts or theiivedent of theElectricity Entity; and

(d) contain the entirety of the activities of ed@tescribed Businesand itsElectricity
Businessas a whole by:

0] eliminating costs not related to edetescribed Businesand (where applicable)
its Electricity Businessas a whole;

(i) not consolidating amounts from statutory accouhtdiferent entities; and

(i)  consolidating or disaggregating statutory accoumunts within an entity in
order to prepare financial statements.

2.8  If some or all of the activities of dlectricity Entity are carried out by an entity that does not
have statutory accounts, all financial represemtatofPrescribed Businesactivities by such an
entity must be capable of being audited by an eatendependent auditor.

2.9  An Electricity Entity must present on a fair and consistent basis, thenaccounting records that
underlie its statutory accounts, the costs, reveragsets employed and liabilities that may be
reasonably attributed to eaPhescribed Businesand itsElectricity Businessas a whole.

2.10 The financial statements and reports of eRiscribed Businesand itsElectricity Businessas a
whole must, in so far as is reasonably practicdil®#eyrepared in accordance with the accounting
principles and policies applicable to the statu@egounts.

2.11 The financial statements and reports of dascribed Businesand itsElectricity Businessas a
whole must, in so far as is reasonably practicdldgyrepared in a consistent manner so that the
Commissioncan make comparisons between them over time.

2.12 An Electricity Entity must provide to th€ommissionfull and detailed documentation of any
policies and procedures that tBkectricity Entity may have used to prepare the financial
statements and reports, that are additional to place of, the accounting principles and policies
used to prepare its statutory accounts.

2.13 TheDirectorsof anElectricity Entity will be responsible for the purposes of t@izdefor the
preparation and presentation of the financial statés and reports, and the information they
contain.
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2.14 TheDirectorsof anElectricity Entity must ensure that thglectricity Entity keeps accounting
records that:

(@) correctly record and explain the transactions amahtial position of eacRrescribed
Businessand itsElectricity Businessas a whole;

(b) enable financial statements and reports to be pedpa accordance with th{Sode and

(© are capable of allowing an auditor to convenieatid properly form an opinion on the
basis of those financial statements and reportis tee level of compliance by the
Electricity Entity with the requirements of this Schedule, #teounting Proceduresind
theminimum ring-fencing requirements

3.  Cost Allocation Principles

3.1 TheCost Allocation Procedurewiill only be approved by th€Eommissionif:
(@) they ensure compliance with the relevarihimum ring-fencing requirements

(b) they are consistent with the accounting policiesd procedures for other regulatory
instruments;

(© their utilisation involves a recognisable and nadilbeconomic basis;

(d) the resultant financial information satisfies tlimcepts of relevance and reliability,
thereby ensuring that the substance of the underlyansactions and events is reported,;
and

(e) they comply with the principles set out in this &dble 2.

3.2  TheCost Allocation Proceduremust be presented to tB®mmissionin a manner that ensures
that theCommissionmay readily understand the methodologies and grwoes comprising such
Proceduresand the resultant financial statements and repoejgared by th&lectricity Entity.

3.3  The cost allocations prepared by lectricity Entity in compliance with its obligations under
this Codemust be capable of certification as such by arit@uethen and if required by the
Commission

3.4  For the purpose of financial statements and repedsired to be provided to ti@ommission
under thisCodeor for other regulatory purposes, the allocatibagzounts between each
Prescribed Businesand the activities of thElectricity Businessas a whole and across segments
of aPrescribed Businesare to be based on the principle that:

(@) items which are directly attributable tdPaescribed Busineser to theElectricity
Businessas a whole and segments d?r@scribed Businesare assigned accordingly; and

(b) items not directly attributable, are to be allodai® aPrescribed Busineser to the
Electricity Businessas a whole and across segments oPttescribed Businesasing an
appropriate allocator, as indicated in followinggggaphs.

3.5 Anitem may be directly attributable tdPaescribed Busineser to theElectricity Businessas a
whole but not directly attributable to a segmena Bfescribed Businesdn these circumstances,
the allocation across segmentd2oéscribed Businessesill be made using an appropriate
allocator as indicated in the following paragraphs.

3.6 Items that are not directly attributed either ®rascribed Busineser to theElectricity Business
as a whole or to a segment dPrescribed Businesare to be allocated on a causation basis.
Allocation based on avoidable cost is not permitted
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3.7

3.8

3.9

3.10

3.11

4.1

4.2

4.3

4.4

An Electricity Entity must produce for each item that has not beenttjirattributed to a
Prescribed Busineser theElectricity Businessas a whole and/d?rescribed Businessegment
supporting paper work that includes:

(a) the amounts that have been allocated tdPtiescribed Busineser theElectricity
Businessas a whole and/d?rescribed Businessegment and amounts that have not been
so allocated; and

(b) the numeric quantity of each allocator.

If an item is immaterial and a causal relationgtapnot be established without undue cost and
effort, theElectricity Entity may effect an allocation of these items on a rewmsal basis,
provided it is accompanied by a supporting notaudwmnting for each such item:

(a) a defensible basis of allocation (which must noabeidable cost);
(b) the reason for choosing that basis; and
(©) an explanation why no causal relationship coulédtablished.

A non-causal basis of allocation may only be agpigethe extent that:

(a) the aggregate of all items subject to all non-chloases of allocation is not material to the
financial statements or reports; or

(b) anElectricity Entity can demonstrate that there is likely to be a gtpositive correlation
between the non-causal basis and the actual chussonirce or service consumption or
utilisation that those costs represent.

An item is material if its omission, misstatemennon-disclosure has the potential to prejudice
the understanding of the financial position andirebf thePrescribed Busineser the

Electricity Businessas a whole (whichever is applicable), gained laylirgg the financial
statements and reports.

All bases of allocation must be explained and dambed in theCost Allocation Procedures

Information Principles

Thelnformation Procedureswill set out the procedures to be followed byfstéfan Electricity
Entity involved in the conduct of Rrescribed Businesir the purpose of identifying, and then
appropriately handling, storing, sharing and puiitig, information that is either:

(a) deemed to b€onfidential Information; or

(b) capable of materially affecting the commercial iagts of &Competitorof aRelated
Contestable Business

The proposethformation Proceduresmust contain procedures for ensuring that the
identification and the handling, storing, sharimgl @ublishing of such information will not
provide a competitive advantage to Related Contestable Businesser anyCompetitorof a
Related Contestable Business

If an Electricity Entity proposes to allow the disclosure of informationhaf type referred to in
clause 3.2(b) of thi€odeto an employee, consultant, contractor or agerdled in the conduct
of aRelated Contestable Businedghelnformation Proceduresmust identify categories of
information which will also be made availableQompetitorsof theRelated Contestable
Business

Without limiting the matters which may be coveradhelnformation Proceduresthose
Proceduresshould deal with the electronic, physical and poaeal security measures that the
Electricity Entity proposes to employ in respect of the conductrfescribed Business
(including separation of office space, accessfarination systems and procedures for the
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minimisation ofCustomerconfusion and opportunities for preferential tneamt or other unfair
competitive advantage).

5. Scope of Principles

5.1  Nothing in these principles will limit the mattesdhich theCommissionmay take into account in
approving or issuing arroceduresor imposing any conditions upon its approval of an
Procedures
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SCHEDULE 3

Transitional provisions

1.  Continuation of approved Procedures

(@) TheAccounting ProceduresCost Allocation Procedureandinformation Proceduresof
anElectricity Entity which were approved by tl@ommissionunder the previou€odes
and in force immediately before tmmmencement Date

@ will continue in force and deemed to be approReateduredor the purposes of
clause 5 of thi€ode and

(i) will continue to be subject to any conditions rigigtto theCommission’s
approval of thos®rocedures

(b) An Electricity Entity referred to in clause 1(a) of this Schedule israqtired to comply
with the requirements of clause 5.2 of tGisdein relation to that approve@rocedure

2. Exemptions

(a) Any exemption granted by ti@ommissionunder the previou€odeswhich was in force
immediately before th€ommencement Date

0] will continue in force and deemed to be an exenmpgianted under clause 9 of
this Code and

(i) will continue to be subject to any conditions rigigtto theCommission’s
approval of that exemption.
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