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[bookmark: _Toc488245270]Glossary
	Term
	Definition

	2014 Network Price Determination
	The Network Price Determination relating to the supply of regulated network access services during the 2014-19 regulatory control period. Regulation of the 2014 determination was subsequently transferred to the Australian Energy Regulator (AER) on 1 July 2015

	AEMO
	Australian Energy Market Operator

	AER
	Australian Energy Regulator

	Alternative control services
	A term used by PWC internally to describe Excluded Network Access Services

	Commission
	Utilities Commission of the Northern Territory

	Excluded network access services
	The services specified in schedule 3 of the 2014 Network Price Determination (NPD) supplied by Power and Water Corporation (PWC) Networks for which the associated costs and revenue are excluded from the 2014 NPD

	FRC
	Full retail contestability 

	I-NTEM
	Interim Northern Territory Electricity Market 

	Jacana Energy
	Power retail corporation, a government owned corporation established in accordance with the Government Owned Corporations Act and trading as Jacana Energy

	MSATS
	Market Settlement and Transfer Solutions, a centralised information system operated by AEMO

	NMI
	National metering identifier 

	NSLP
	Net system load profile 

	NEM
	National Electricity Market 

	NEL
	National Electricity Law

	NER
	National Electricity Rules

	NERR
	National Energy Retail Rules 

	Network Access Code
	A code made under the Electricity Networks Third Party Access Act (Northern Territory)

	Network provider
	As defined in the Electricity Reform Act

	Network service provider
	As defined in the National Electricity Rules 

	Network Price Determination 
	A determination made by the Commission relating to the prices of regulated network access services under section 20 and 21 of the Utilities Commission Act, section 43 of the Electricity Reform Act and clause 66 of the Network Access Code

	Minister
	The Treasurer acting as the regulatory minister 

	PWC
	Power and Water Corporation 

	Regulated network access services
	Has the meaning given in the Network Access Code

	Regulatory control period
	The period between major network access service price reviews, during which time the methodology used in setting prices for regulated network access services is held constant

	Revenue cap 
	Has the meaning given in the Network Access Code

	Rimfire Energy
	An entity licenced to retail electricity in the Northern Territory

	RoLR
	Retailer of Last Resort 

	System Control Technical Code
	A code made by PWC and approved by the Commission that sets out the controller’s competitively neutral operating protocols, arrangements for system security and system dispatch, as well as arrangements for the interruption of supply, and System Control’s market operation activities

	Standard control services 
	A term used by PWC internally to describe regulated network access services

	T-Gen
	Territory Generation


Application to Amend the Electricity Retail Supply Code – Preliminary Positions Paper July 2017


Page 2 of 29
[bookmark: _Toc488245271]Chapter 1: Overview
[bookmark: _Toc488245272]Purpose
The Electricity Standards of Service Code (ESS Code) and Guaranteed Service Level Code (GSL Code) have been in existence for over five years. The Electricity Reform Act (ERA) requires them to be reviewed before a new determination period. 
It is proposed to merge the two codes into a new Electricity Industry Performance Code (Attachment A).
The ESS Code establishes reporting requirements for electricity licence holders – network, retailers and generators. Additionally, it establishes the process that network entities must follow when setting targets for service standards. 
The GSL Code establishes the guaranteed service level scheme, which sets minimum standards of customer service that network entities (network licence holders) have to achieve. If a network entity breaches this minimum level of service then the network entity has to make payments to customers.
Power and Water Corporation Networks (PWC Networks) has started preparation for its determination by the Australian Energy Regulator (AER), which will establish network prices from 1 July 2019. Before PWC Networks can make its submission to the AER, due in early 2018, the Commission will have to set performance targets and GSL indicator and payment levels. PWC Networks will base its future capital expenditure on the performance targets and GSL scheme set by the Commission. However, these targets cannot be set until the code is updated.
The Utilities Commission of the Northern Territory (Commission) is focused on updating the performance measures and reporting requirements to be consistent with national requirements and to reduce administrative obligations on licence holders to a minimum. However, while a number of national reporting requirements are appropriate for the Territory, due to the unique circumstance of the Territory’s electricity market, some Territory-based reporting will be required. The Commission notes that a number of submissions are seeking consistency with national requirements (Energy Developments Limited (EDL), Jacana Energy (Jacana) and PWC).
Additionally, the Commission in its amendments has attempted to make the codes more precise and removed repetitive statements. Thus the Commission is proposing to merge the two codes together, as there are a number of shared concepts and definitions.
[bookmark: _Toc326315890][bookmark: _Toc326762895][bookmark: _Toc327349027]The purpose of this Statement of Reasons is to:
set out and further explain to interested parties the reasoning behind the proposed amendments to the codes;
address the issues raised in the submissions received during the initial consultation process; and
seek comments from stakeholders on the proposed amendments.
[bookmark: _Toc488245273]Submissions
Earlier in 2017 the Commission released a Request for Submissions outlining the issues and inviting interested stakeholders to provide comment and proposals on the codes by 24 March. 
Submissions were received from PWC, Jacana, EDL and Somerville Community Services. The Commission has reviewed and published the submissions on our website. The Commission has also meet with interested stakeholders to discuss various aspects of the codes.
The Commission has also received advice from external consultants regarding the adequacy of the performance and GSL indicators and whether they are consistent with those used in other Australian jurisdictions. The consultant (CQ Partners) has focused on the current ESS schedule 1 (generators), schedule 2 (networks) and the GSL Code.
The Commission has considered all submissions received and the external expert advice, and has reached a preliminary decision on the form and content of the revised code. The proposed code has been released in conjunction with this Statement of Reasons. A copy of the proposed code is attached.
The Commission seeks new submissions on the proposed code by 16 August 2017.
[bookmark: _Toc326315896]Submissions received will be made available on our website www.utilicom.nt.gov.au. To facilitate publication, submissions should be provided in Adobe Acrobat or Microsoft Word format. Any questions should be directed to the Utilities Commission by email utilities.commission@nt.gov.au or telephone (08) 8999 5480.
[bookmark: _Toc488245274][bookmark: _Toc326315894][bookmark: _Toc326762900][bookmark: _Toc327349033]Confidentiality
[bookmark: _Toc326315897]Submissions must clearly identify any information that is commercially sensitive or could affect the competitive position of a licensed entity or other person. In addition, a version suitable for publication with the confidential information removed should be provided to the Commission. 
[bookmark: _Toc481743911][bookmark: _Toc488245275]About the Utilities Commission of the Northern Territory
The Commission is an independent statutory authority responsible for the economic regulation of the electricity supply industry, which is governed by the Utilities Commission Act (UCA), the Electricity Reform Act, the Electricity Networks (Third Party Access) Act, and associated legislation.
Under the UCA, the Commission has the power to make codes and rules if authorised to do so under a relevant industry regulation Act or by regulations under the UCA. The UCA prescribes a code-making process for the creation, variation, and revocation of industry codes, which requires the Commission to (among other things)[footnoteRef:1]: [1:  	S.24. Utilities Commission Act.] 

consult with the Minister (the Treasurer)[footnoteRef:2] and representative bodies and participants in the regulated industry; [2:  	Administrative Arrangements Order as at 31 January 2012.] 

give notice of the making, variation or revocation of a code to the Minister, and to each licensed entity to which the code applies; and
ensure copies of the code are made available for inspection by the public.
[bookmark: _Toc488245276][bookmark: _Toc327349049]About the Northern Territory Electricity Industry
PWC is a government-owned organisation established under the Government Owned Corporations Act that holds individual licences issued by the Commission under the ERA for networks, system control, and for its limited functions in electricity retail and generation. 
As part of ongoing government reforms of the electricity industry, there has been ongoing restructuring of PWC’s corporate structure to allow for its system control business unit to undertake its functions and considerations under the system control licence with a greater degree of independence from other PWC functions, such as its functions in networks, retail and generation. 
References to System Control in this paper refer to the business unit in PWC performing its system control functions under the system control licence issued. 
References to PWC Networks in this paper refer to the business unit in PWC performing its network services functions under the networks licence issued. 
[bookmark: _Toc488245277]Structure 
The Commission’s considerations and discussion of individual issues raised by stakeholders has been organised into the following chapters: 
Chapter 2: Merging the codes and amendments relating to sections 1-7 of the merged code
Chapter 3: Schedule 1 – Guarantee Service Level Scheme
Chapter 4: Schedule 2 – Generation Services Performance Indicators changes
Chapter 5: Schedule 3 – Network Services Performance Indicators 
Chapter 6: Schedule 4 – Retail Services Performance Indicators
Chapter 7: Schedule 5 – Transitional arrangements
Chapter 8: Schedules 6 and 7 – statement of compliance and definitions
Chapter 1: Overview

[bookmark: _Toc488245278]Chapter 2: Proposed amendments to the codes
[bookmark: _Toc488245279]Introduction
The proposed merged code has seven main sections and seven schedules. The following discussion focuses on the seven main sections of the proposed code. 
The Commission in its amendments has attempted to make the code more precise and removed repetitive statements. 
The Commission has also acknowledged the change in market conditions, in particular the splitting up of PWC into Territory Generation (T-Gen), PWC Networks and Jacana. 
The current codes have been in existence for five years and, depending on changes in Government’s market conditions, the revised code may be in use for a further five years. 
[bookmark: _Toc488245280]Combining codes
Discussion
The Commission is proposing to combine the ESS and GSL codes. This is primarily due to the significant cross-over (including reporting requirements) and similarity of the codes. Joining the codes will also help ensure consistency across the codes now and into the future.
The current codes are based on the Utilities Commission Regulations (section 2B), which authorises the Commission to make codes dealing with service standards and payments for poor services.
The Commission notes that EDL suggested the codes should not be combined. 
[bookmark: _Toc488245281]Title 
Discussion
The Commission is proposing to update the title to take into account the merging of the ESS and GSL codes. The proposed title is ‘Electricity Industry Performance Code (Standards of Service and Guaranteed Service Levels)’. 
[bookmark: _Toc488245282]Section 1 – Changes to the objective, scope and matters to be considered (ESS and GSL codes)
Discussion
The Commission is proposing to remove the object of the code. The object of the code is to achieve the object of the UCA and section 6(2) of the UCA, which does not need to be restated. Section 6(2) of the UCA lists a number of matters the Commission must have regards to when making decisions.
The code now lists the matters the Commission will have to consider in one section, rather than a number of places. The substance has not changed.
With these amendments we have maintained all the prior aspects of the current codes.
Proposed amendments
The scope is now consistent with the previous object and the Utilities Commission Regulations (section 2B). 
[bookmark: _Ref484429635]Matters to be considered are consistent with the current codes. In particular the Commission has or will have regard to the object of the code and:
will seek to promote and achieve the object of the UCA;
will seek to promote and achieve the object of the ERA; 
have regard to matters listed in section 6(2) of the UCA; and
have regard to good electricity industry practice.
Current
Currently the ESS Code’s objectives are to:
1. establish standards of service and performance measures in the electricity supply industry;
develop, monitor and enforce compliance with and promote improvement in standards of service by electricity entities in the electricity supply industry; and
require electricity entities to have adequate systems in place that allow for regular reporting of actual performance in accordance with the code.
Currently the GSL Code’s objectives are to:
1. a guaranteed service level scheme providing for GSL payments to be made by a network provider to small customers where the supply of electricity and other related services does not meet the predetermined guaranteed service levels; and 
1. a dispute resolution process for this code. 
Currently the ESS Code scope outlines dealing with any one or more of the following:
1. target standards;
1. compliance with target standards;
1. performance indicators and reporting in relation to performance indicators; and
1. data quality.
Currently the GSL Code scope outlines dealing with any one or more of the following:
1. the criteria for the guaranteed service level scheme; 
1. the GSL payment arrangements; and
1. the dispute resolution process for the guaranteed service level scheme.
Currently matters for consideration by the Commission are set out in multiple sections across the codes, but generally refer to the following:
1. object of the code;
1. will seek to promote and achieve the object of the Act;
1. will seek to promote and achieve the object of the ERA; 
1. have regard to matters listed in section 6(2) of the Act; and
1. have regard to good electricity industry practice
[bookmark: _Toc488245283]Section 2 – Amending this code (ESS and GSL codes)
Discussion 
The Commission is proposing minimal changes to this section of the code.
Proposed amendments 
It is proposed to increase the entities who can request a change to the code to include not only electricity entities but also ‘interested stakeholders’.
As previously discussed matters to be considered have been consolidated into one section, and thus removed from this section.
The effective date of any changes has been simplified.
[bookmark: _Toc488245284]Section 3 – Target standards (ESS Code)
Discussion 
The amendments to this section of the ESS Code include changes to the way in which proposed target standards must be calculated, and greater detail on the information to be provided to the Commission to justify new targets.
The Commission has removed the requirement for averaging the preceding five years of data and moves to a justification-based approach for setting standards. However, historical performance will continue to be a key consideration when setting targets.
Due to variations in weather conditions from year to year, service standards can fluctuate significantly over the relatively short five-year period of measurement. Averaging this data may then lead to undesirable results depending on which years are captured in the data set.
Alternatively, the Commission would like to move to a more customer-focused methodology that better reflects consumer preferences. This change reflects the change in maturity in the electricity market in the Territory.
The Commission will also consider declines in targets given sufficient justification. It may not always be practical to increase the level of service standards due to increasingly prohibitive costs, therefore target standards should not be mandated to continually increase over time. This change in particular seeks to ensure the code is adaptable over time for licence holders.
Consequently, under the new target standard methodology, network service providers will have the opportunity to reduce their levels of service standards given appropriate justification and evidence of stakeholder engagement.
Proposed amendments 
Network entities require targets to be set to enable them to undertake preparation for their determination. Thus it is in the network entity’s best interest to have the targets set early in the process.
The Commission has therefore simplified Clause 3.1.1 simply requiring targets to be set before the determination period. The timing of when this occurs is now up to the network entity to determine. 
Clauses 3.1.2 and 3.1.3 were replaced by a single clause outlining that submissions must:
1. set out the proposed targets on a year-by-year basis for the regulatory control period;
1. include the performance indicators requiring a target standard in schedule 3;
1. be segmented in accordance with clause 7 and schedule 3;
1. be calculated and defined in accordance with schedule 3;
1. contain sufficient information and supporting documentation to support the submission including:
providing historical outcomes (for example, at least the last five years’ performance) and benchmarking information;
providing information on stakeholder engagement, including engagement with other electricity entities;
providing evidence and justification for targets that do not match historical outcomes;
providing evidence and justification for any substantial change in targets including detailed information on the cost to achieve the current target and proposed target, and specific stakeholder engagement;
specifically addressing the object of the code; and
where relevant, specifically addressing section 6(2) of the UCA; and
any other information requested by the Commission.
Current
Regarding clause 3.1.1, the current ESS Code requires the Commission to write the network entity requesting proposed target standards by a specified date.
Clause 3.1.2 requires the proposed target standards submitted under clause 3.1.1 must:
1. include the performance indicators requiring a target standard in schedule 2;
1. be calculated in accordance with clause 3.1.3;
1. be segmented in accordance with clause 6; and
1. not be less than the target standards for the current regulatory control period.
Clause 3.1.3 requires the proposed target standards be calculated by:
1. averaging the data from the preceding five financial years;
if that type of data is not available, averaging comparable and available data from each of the preceding five financial years; or
utilising such other methodology the Commission considers appropriate and notifies to the electricity entity from time to time.
Submissions 
The Commission received a submission from PWC on this issue. PWC’s view was that targets only need to promote performance improvements if the current performance is less than that considered desirable. Otherwise, they need only be framed to discourage performance deterioration. 
PWC noted the regulatory bodies in the NEM are moving towards a more inclusive regime, where the views of customers and stakeholders are considered when making decisions. PWC supports increased influence over the targets by customers and stakeholders as long as it is supported by fully informed contributions. 
[bookmark: _Toc488245285]Section 4 – Guaranteed Service Level Scheme (GSL Code) 
Discussion: Feeder Category
The Commission is proposing to remove the distinction for urban and rural customers and have single minimum levels of service. 
Currently, the GSL Code uses feeder categories to distinguish between urban (metropolitan) customers and rural customers for some of the GSLs.
Currently the GSL Code relies upon a list of feeders supplied by PWC when the code was originally established. This feeders list sets out which feeders are in rural and urban areas, and thus which customers are in rural and urban areas. It is loosely based on the feeder definition set out in the Electricity Standards of Service Code Feeder Category Guidelines. (Attachment B sets out proposed Guidelines)
However, this approach is problematic in that it requires continuous updates from PWC and is difficult for customers to understand how their property will be treated for the purposes of GSL payments.
The Commission, with PWC, has investigated other possible methods to easily distinguish between different customers, for example using land zoning, changing the definition of feeder categories or using town boundaries. However the Commission and PWC networks have been unable to find a satisfactory method that does not require significant manual intervention.
Currently PWC is not required to report on its GSL payments. As per Table 1, PWC has provided the Commission with information on GSL payments for 2015‑16. 
Table 1: Power networks – guaranteed service level (GSL) customer payments 2015-16
	GSL Performance measure
	Total Paid

	Single interruption greater than 12 hours
	$24 045

	Frequency of interruptions greater than 16 outages on rural feeder
	$29 520

	Frequency of interruptions greater than 12 outages on urban feeder
	$29 200

	Cumulative outage greater than 20 hours
	$95 875

	Time for establishing a reconnection
	$1 150

	Time for establishing a new connection
	$3 700

	Time for giving notice of planned interruptions
	$10 600

	Keeping appointments
	 0

	Time for responding to a written enquiry that is related to the regulated network
	0

	Total
	$194 090



Table 1 highlights categories currently using feeder categories to set differing levels of minimum services.
Total payments for GSLs are relatively small, in particular for the GSLs that distinguish between urban and rural customers. These three categories currently amount to around $30 000 per annum.
The main impact of the Commission’s proposal is to improve minimum levels of service for rural customers in relationship to frequency of interruptions from 16 to 14 interruptions per annum and establishment of a new connection from 10 to 5 days.
As per the 2015-16 Power System Review, PWC has achieved the 10-day connection time line 100 per cent of the time.
The Commission notes it is difficult to distinguish between different customers in the Territory (adding administrative costs to PWC), the current level of payments is relatively low and it is arguable that urban and rural customers should receive the same minimum level of service.
The Commission is interested in stakeholder views on this proposed change, including:
1. should there be different minimum levels of service for urban and rural customers?
1. if so, what is an appropriate method for distinguishing customers that is able to be applied by PWC and easily understood by customers?
1. what is the cost and savings of changing the minimum level of service standards for rural customers?
Discussion: Ceased customers
The Commission is proposing that when a customer ceases to be a customer of a retail entity, best endeavours are made to include any GSL payments owing to the customer be included in the customer’s last bill.
If that payment is not made then the network provider and retailer must make best endeavours to find and pay the customer. However, if after 12 months they have not been able to locate the customer then the obligation ceases.
Discussion: Financial year performance
The Commission is proposing that where a GSL performance measure relates to a financial year, the network calculates and provides the GSL payments within 45 days of the end of the financial year.
Additionally, the assessment be based on the performance at the premise, which may include circumstances where customers have changed and meters have changed. This additional clause provides clarity on this issue and seeks to emphasise that the GSL scheme is an incentive regime for networks to improve performance. It is not a compensation scheme to customers.
Discussion: payments between electricity entities
The Commission is seeking to clarify payment arrangements between network and retail entities. It is proposed that retail entities make payments to customers, then invoice the network entity providing evidence of the payment. Upon receipt of this evidence the network entity will pay the retailer within normal commercial timeframes, that is, 21 days or as otherwise agreed.
Discussion: Written correspondence
Written correspondence now comes in many forms and businesses are able to create automatic replies. The current GSL Code does not detail whether the response can be an automatic reply or a genuine response, with relevant information to the enquiry.
The Commission is proposing to remove reporting on written correspondence as it is not providing any useful indication of actual customer service levels.
The Commission notes in 2015-16 no GSL payments were made relating to written correspondence.
Discussion: Payment levels
The Commission is proposing to update the payment amounts for actual inflation (Darwin CPI), backdated to the date of establishment of the GSL Code. That is, the values have been increased for five years of inflation, up to 2017-18. Further, the Commission is proposing to set GSL payment levels from the date of commencement of the code to the end of the determination period (2024‑25). The increase in GSL payments is based on inflation of 2.5 per cent, which is the long-term target as set by the Reserve Bank of Australia. It is a generally accepted rate used for long-term forecasting.
These proposals will ensure payments to customer are maintained in ‘real’ terms. That is, over time the payments will not be eroded due to inflation, but will maintain their relative level, against other payments and revenue.
The values have been rounded to the nearest 50 cents, except for ‘keeping appointments’, which have been rounded to the nearest 10 cents.
Proposed amendments
The Commission is proposing to remove the distinction between urban and rural customers, effectively improving the level of minimum services required to be delivered to rural customers in relationship to frequency of interruptions, time for new connections and keeping appointments.
The Commission is proposing to clarify processes when customers cease being customers, calculations for financial year-based performance measures and payments between network entities and retail entities.
The Commission is proposing to update the GSL payment levels for inflation.
The Commission is proposing to remove the minimum service level for written correspondence.
Submissions
Jacana commented that while the Territory’s and AER schemes are broadly consistent, nationally network providers are required to provide a minimum of four days’ notice for planned outages, compared to two days under the GSL code. This is also inconsistent with the Network Access Coordination Agreement between Jacana and PWC, which states that four days’ notice will be provided for customers on life support equipment (7.7(d)). The Commission is interested in other stakeholders’ point of view regarding notifications.
Secondly the annual frequency of interruptions allowed is nine interruptions rather than 12 (and 16 for rural). The Commission notes it is proposing to strengthen this GSL for rural customers from 16 to 12 interruptions per year. Do stakeholders believe the GSL should be set at nine interruptions per year for all customers?
PWC strongly supported the feeder definitions to be made consistent with the AER definitions.
PWC’s submission indicated retailers should absorb the cost of making payments to customers, as this would be consistent with the NEM. PWC supports the continued focus of GSL payments on small customers.
CQ Partners
CQ Partners made a number of recommendations suggesting that the Northern Territory scheme should move closer to the Queensland GSL scheme. However, the Commission is concerned this would result in a reduction of standards for some customers, in particular for rural customers.
The UCA specifies the Commission is to seek to improve standards. Coupled with the current low level of actual payments by PWC and the issues with distinguishing between rural and urban customers, the Commission on this occasion has not accepted these suggestions.
[bookmark: _Toc488245211]Section 5 – Reporting 
Discussion: Timing
Most other Australian jurisdictions require reports on similar performance indicators to be provided by 31 August each year. While the change in deadline from November to August may cause some short-term issues, the Commission is seeking to be consistent with national standards and requirements. The Commission believes over time the industry will be able to put in place processes and reporting mechanisms to ensure this new deadline can be met. 
The Commission, however notes for reporting by network entities, AER provides four months, which results in a 31 October deadline. 
Noting that the information provided by the licence holders is incorporated into the Commission’s annual Power System Review report, the Commission is proposing network entities provide draft numbers (that is, without prejudice) by 31 September and final numbers by 31 October.
An additional clause has been added to allow electricity entities to seek an extension on the reporting deadline, where required. This will help with the transition to the new reporting deadline.
The Commission has also sought to emphasis the requirement for retailers to only report on customers consuming (or likely to consume less than) 160 megawatt hours during the reporting period. This requirement is currently set out in ESS Code’s schedule 3 but is not set out in the main part of the ESS Code. For clarity it is proposed to include this requirement within the code itself.
Discussion: Reporting of GSL payments
The Commission notes currently PWC does not report on GSL payments on a regular basis. The Commission believes it is appropriate that PWC does report publically on its GSL payments, to ensure PWC is compliant with the requirements of the code and to increase understanding and knowledge to customers.
Discussion: Actual historical data
The Commission also believes the main benefit of the data is to understand changes and trends over time. Annual performance can fluctuate between years due to natural variations such as weather conditions. Therefore it is important at least five years of data is provided to ensure year-on-year fluctuations are taken into consideration.
Proposed amendments
The required date by which retail and generation entities must report their actual performance against the performance indicators shall be 31 August instead of 1 November. Network entities will be required to provide draft numbers by 30 September and final numbers by 31 October.
Where an electricity entity believes it cannot report all or part of its requirements, it can seek an extension from the Commission. The request for an extension must be received prior to the end of the relevant financial year. 
The Commission has also sought to emphasis the requirement for retailers to only report on customers consuming (or likely to consume less than) 160 megawatt hours during the reporting period.
The licenced entities are required to report four years of history plus the relevant reporting period’s data.
Network entities are required to report on GSL performance payments and schedule 3 network performance indicators.
Current
Relevant electricity entities are currently required to submit a report to the Commission of their actual performance against the performance indicators by 1 November of the following financial year. 
Submissions
A submission was received from EDL asking for the code to be clearer on which customers are required to be reported against regarding retail services. The Commission is seeking to make it clear where a retailer does not have customers who use less than 160 megawatt hours per annum, they will have no reporting requirements under this code.
PWC’s submission supports the AER timeframe of 31 October each year.
[bookmark: _Toc488245286]Section 6 – Data quality
Discussion
Regular independent audits are necessary to provide electricity consumers, stakeholders and the Commission with confidence and assurance that the quality of data is satisfactory and reports created from the data are useful and accurate.
We believe that a three-year audit cycle is a good middle ground for maintaining confidence with the data while not imposing excessive compliance costs on electricity entities.
The requirement of a maximum six-year period for any auditor appointed under this section will ensure licence holders follow best practice auditing and risk management processes.
The Commission is seeking audits to be undertaken by the licence holders with oversight from the Commission. The audits can be part of larger internal audit programs undertaken by the electricity entity. This arrangement should continue to foster good working relationships between the Commission and the regulated entities.
Proposed amendments
The Commission has added the following clauses relating to the auditing of data:
1. Clause 5.2.1: An electricity entity must undertake an independent audit to ensure compliance with clause 5.1.1(a) at least once every three years for each performance indicator the electricity entity is required to report against as set out in clause 4.
1. Clause 5.2.2: The first auditing period will be from 2017-18 to 2019-20.
1. Clause 5.2.3: An independent auditor appointed under clause 5.2.1 must have the necessary technical expertise and be appointed for no longer than a six-year period and cannot be reappointed for a further three years.
1. Clause 5.2.4: The electricity entity is to consult with the Commission on the scope of work and a list of potential independent auditors before appointing an auditor.
Current
There is currently no requirement for periodic audits of data quality and compliance with the code. An auditor may however be appointed at any time at the Commission’s discretion.
Submissions
PWC’s submission stated they agreed with additional quality assurance.
[bookmark: _Toc488245287]Section 7 – Data segmentation
Discussion
The Commission finds it appropriate to adopt the outage exclusion criteria from the AER’s Service Target Performance Incentive Scheme (STPIS) in order to have reporting consistent with national standards.
[bookmark: _Ref481756301]The change means the following will no longer be classified as exclusions:
1. a traffic accident;
1. an act of vandalism;
1. a network interruption caused by a customer’s electrical installation; and
1. [bookmark: _Ref481756285]planned interruptions (where more than two business days’ notice is given).
It should be noted that the Commission is also planning to change the System Average Interruption Duration Index (SAIDI) and System Average Interruption Frequency Index (SAIFI) calculations so only unplanned interruptions are captured and therefore there is no need for 2.42(d) to be in the exclusions.
Discussion
The Commission notes that nationally, network entities are required to provide four days’ notice. However, PWC networks’ current level of service is two days. The Commission is interested in stakeholder views about whether this level of service should be increased to meet national standards? Any change would impact reporting, targets and GSL minimum service levels.
Proposed amendments
The code will adopt the list of exclusions from the AER’s STPIS and includes the following:
1. load shedding due to a generation shortfall;
1. automatic load shedding due to the operation of under frequency relays following the occurrence of a power system under-frequency condition;
1. load shedding at the direction of the system controller;
1. load interruptions caused by the exercise of any obligation, right or discretion imposed upon or provided for under jurisdictional electricity legislation or national electricity legislation applying to a network entity;
1. for load interruptions caused or extended by a direction from state or federal emergency services, provided that a fault in, or the operation of, the network did not cause, in whole or part, the event giving rise to the direction; and
1. a natural event identified as statistical outlier using the IEEE 2.5 beta method.
Current
The current list of exclusions contains the following:
1. load shedding due to a generation shortfall;
1. a network interruption where more than two business days’ notice was given to customers by the electricity entity and the electricity entity has otherwise complied with the relevant requirements of the applicable regulatory instruments;
1. the System Controller exercising any functions or powers under an applicable regulatory instrument, a direction by a police officer or another authorised person exercising powers in relation to public safety, but only to the extent the exercise of that function or power, or the giving of that direction, is not caused by a failure by the electricity entity to comply with any applicable regulatory instrument;
1. a traffic accident;
1. an act of vandalism;
1. a natural event identified as a statistical outlier using the IEEE 2.5 method; and
1. a network interruption caused by a customer’s electrical installation.
Submissions
PWC’s submission states PWC should not be required to seek approval from the Commission for major event days (natural event days). PWC is seeking consistency with the AER major event day requirements. 
CQ Partners
CQ Partners recommended outage exclusions for adjusted performance should be aligned to the AER STPIS for consistency.

Chapter 2: Proposed amendments to the codes

[bookmark: _Toc488245288]Chapter 3: Schedule 1 – Guaranteed Service Level Scheme
Discussion
To assist with the readability and structure of the proposed code, the table setting out the actual performance measures and payment levels for the GSL scheme are included in schedule 1 rather than the main code.
As discussed earlier, it is proposed to increase the payment levels with CPI from the date of commencement to the end of the determination period.
As discussed earlier, it is proposed to remove the distinction between urban and rural customers.
Current
Section 2 of the GSL Code contains the list of performance measures and GSL payments. 
Chapter 3: Schedule 1 – Guaranteed Service Level Scheme
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[bookmark: _Toc488245289]Chapter 4: Schedule 2 – Generation Services Performance Indicators
Discussion
CQ partners have recommended retaining the performance indicators for generators but points out in other markets some of the information would be treated as confidential.
The Commission has identified the potentially confidential information within the schedule. However, the market in the Territory may continue to have single entities supplying it and thus the Commission considers it important to have some flexibility to allow relevant information on the performance of the system to be publically reported.
Proposed amendment
It is proposed to classify the following indicators confidential: availability factor (AF), unplanned availability factor (UAF), equivalent availability factor (EAF), forced outage factor (FOF) and equivalent forced outage factor (EFOF).
Where a performance indicator is confidential, the Commission will seek to use the information in aggregated form (that is, combined with other generator entity data).
Where there is only one generator entity supplying the power system, or there is sufficient reason, then individual generator entity data may be reported by the Commission.
Current
Schedule 1 currently contains seven performance indicators including SAIDI and SAIFI. None are currently treated as confidential.
Submissions
A submission was received from EDL concerning whether the generation services’ performance indicators are appropriate for all generators. 
CQ Partners
CQ Partners outlined in their report that NEM states do not require generators to report on SAIDI and SAIFI as it is a function of distribution network service providers.
However they note these regions in the NEM have interconnectivity and redundancy that ensures any generator outages do not result in customer impact, whereas the Territory region does experience customer impacts as a result of generator outage (see the Commission’s 2015-16 Power and System Control).
CQ Partners concludes that SAIDI and SAIFI reporting should remain a requirement in schedule 1 given the relevance of generator outages and resulting customer impacts that are unique to the Territory region.
Regarding all other metrics, CQ Partners is of the opinion this information should be regarded as commercial-in-confidence for generation entities and should be utilised solely by the appointed electricity market operator as a function of managing market supply.
Chapter 4: Schedule 2 – Generation Services Performance Indicators
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[bookmark: _Toc488245290]Chapter 5: Schedule 3 – Network Services Performance Indicators
[bookmark: _Toc488245291]Transmission network performance indicators
Discussion
AER stated in its preliminary framework and approach for PWC’s next determination that it will treat PWC’s transmission assets as distribution assets.
In order to keep the ESS Code consistent with the regulatory oversight of the AER, the Commission finds it appropriate to remove the transmission network performance indicators and have the associated assets reported under the distribution network performance indicators.
Proposed amendment
Removal of the transmission network performance indicators.
Current
There are currently 12 performance indicators for transmission networks.
Submissions
PWC noted in its submission that its transmission and distribution systems had both been classified as distribution for the purpose of regulation in accordance with the NER. For that reason, PWC called for transmission network performance indicators to be removed from the code.
In anticipation of being subject to the AER’s STPIS in 2024, PWC will endeavour to establish a historical reliability database using the relevant NEM parameters. 
Consequently, PWC would like its reporting requirements under the code to be consistent with those of the NER and AER guidelines to assist with a smooth transition.
PWC would also like to continue to use SAIDI and SAIFI indicators rather than input standards such as n-1 requirements. The targets should be based on customer preferences rather than on a five-year average. They should also be consistent with the Distribution Reliability Measures Guideline.
CQ Partners
In the interest of aligning the ESS Code with the NEM and AER, CQ Partners agreed with PWC that transmission performance indicators should be removed on the basis they will be covered within the distribution performance reporting.
In consultation with System Control, it was found the transmission indicators are not used in day-to-day outage diagnosis or planning.
CQ Partners also consider, given the relatively small size of the Territory’s transmission assets, they are best dealt with under the performance and reporting standards of distribution networks. 
[bookmark: _Toc488245292]Distribution network performance indicators
Discussion (SAIDI and SAIFI)	
SAIDI calculates the time the average customer is without power each year due to unplanned outages. 
SAIFI calculates the number of times the average customer will experience unplanned power outages during the year. 
The SAIDI and SAIFI performance indicators used in the code are broadly consistent with those in the AER’s STPIS with some minor variations. The STPIS includes additional exclusions for unmetered supplies and inactive accounts and only takes into account unplanned network interruptions.
To align the Territory with national standards the Commission proposes adopting the minor variations into the new code.
Discussion (poor feeders)
Currently the ESS Code has a formula-based methodology setting out poor performing feeders. 
The Commission is proposing to simplify the methodology. Network entities will now need to report, by category, the five worst performing feeders. They will also have to provide some information around planned capital works regarding feeders.
Proposed amendment
Interruption duration, which is the numerator for the adjusted and unadjusted SAIDI calculation, is the sum of the duration of each unplanned network interruption expressed in minutes.
The following additional notes were added:
unmetered street lighting supplies are excluded. Other unmetered supplies can either be included or excluded from the calculation of reliability measures; and
inactive accounts are excluded.
Current
Interruption duration is the sum of the duration of each network interruption expressed in minutes.
Submissions
PWC’s notes to its submission indicated the current definitions required updating.
CQ Partners
CQ Partners found the national SAIDI and SAIFI calculations and definitions had minor variations and recommended the code be aligned to them for simplicity and to avoid confusion.
[bookmark: _Toc488245293]Distribution network feeder classification
Discussion
The AER’s STPIS has a definition for feeders, classifying feeders into central business districts (CBDs), urban, short rural and long rural. 
The main difference from the current definition with the ESS Code and AER’s Code is in relationship to the urban and short rural feeders. The ESS Code currently defines urban feeders based on 0.12 MVA/km capacity, whereas the AER defines urban feeders based on 0.3 MVA/km. 
The main reason for the Territory’s smaller definition acknowledges the Territory’s smaller electricity system. Adopting the larger AER definition results in some feeders in Darwin being classified as rural feeders. Particularly regarding GSL service levels, this was previously considered inappropriate. 
However with the removal of the GSL distinction between urban and rural customers, this is no longer an issue for feeder classification.
The Commission believes there would be some efficiencies gained from adopting the AER’s definitions, as this would align the Territory’s regulatory regime to the national regime, noting PWC networks has to report to both.
The targets for the next determination will have to take into account the removal of transmission and changes to feeder classification. PWC Networks will be required to provide historical information based on the new definitions.
As feeder categories are subject to change, it is also proposed to include the definition of feeder categories within the Feeder Guidelines currently issued by the Commission. Thus to accompany the proposed changes to the codes, the Feeder Guidelines will also be updated to ensure AER’s current feeder definitions are adopted.
Proposed amendment
For the code to define ‘feeder category’ to mean any category defined in guidelines issued by the Commission including CBD, rural long, rural short and urban feeders.
For the Feeder Guidelines to be updated to align with AER’s feeder definitions, specifically urban feeders are to be greater than 0.3 MVA/km.
Current
In the ESS Code ‘urban feeder’ means any feeder that forms part of the regulated network and is located within the urban area or as otherwise directed by the Commission.
Urban area means the area identified as the urban area in a map published by the network provider or as otherwise directed by the Commission. (The Commission notes this map was never actually published.)
Within the Feeder Guidelines an urban feeder with actual maximum demand over the reporting period per total feeder route length greater than 0.12 MVA/km.
Submissions
PWC supports updating the feeder categories.
CQ Partners
CQ Partners found the national SAIDI and SAIFI calculations and definitions had minor variations and recommended the code be aligned to them for simplicity and to avoid confusion.
[bookmark: _Toc488245294]Network: written correspondence
Discussion
Written correspondence now comes in many forms and businesses are able to create automatic replies. Thus the Commission is proposing to remove reporting on written correspondence as it is not providing any useful indication of actual customer service levels.
Proposed amendment
 Remove the requirement for network entities to report on written inquiries.
Current
The performance indicator is the average time taken to respond to a customer’s written enquiry. 

Chapter 5: Schedule 3 – Network Services Performance Indicators

[bookmark: _Toc488245295]Chapter 6: Schedule 4 – Retail Service Performance Indicators
Discussion
With the aim of aligning Territory reporting standards with the NEM, the Commission is proposing to adopt a range of performance indicators from AER’s retail Performance Reporting, Procedures and Guidelines (PRPG).
Schedule 4 includes a table outlining the proposed list of indicators including those taken directly from AERs PRPG and those unique to the Territory. It also (for this draft) shows which indicators are new and those on which were previously reported.
The two main areas of new indicators relate to handling customer experience difficulties, prepayment meters and disconnection.
It is planned to directly reference AER’s PRPG to ensure consistency with national requirements.
Additionally, AER in some instances requires data to be segmented into quarter, six-monthly or annually. The Commission proposes to follow AER on this segmentation as it may provide information on trends and seasonal impacts. 
The Commission is proposing to remove the performance indicator relating to the time taken to response to written correspondence as it no longer provides a useful indication of customer services.
Proposed amendment
Additional retail service performance indicators from AER’s PRPG are to be added in the categories of:
customer service and complaints;
handling customers experiencing payment difficulties;
prepayment meters;
de-energisation (disconnection) and re-energisation (reconnection); and
hardship program.
Submissions
Somerville Community Services’ submission discusses a number of welfare issues including the need for an energy and water ombudsman to deal directly with complaints as per the current national regime. 
Somerville Community Services also discussed enhancing the reporting of hardship performance indicators including information on domestic violence, personal details and the number of hardship customers on pensioner schemes.
The Commission has to trade-off the use of the additional information with privacy issues and administration of the scheme. The Commission has focused on consistency with national requirements. The Commission is interested in whether there is a strong stakeholder interest in additional information on hardship customers.
Jacana’s submission stated that responsiveness to written inquiries is arguably, ‘not a sound indicator of the quality of service’.
Jacana also discussed the benefits of making hardship programs mandatory for retailers, which as noted by Jacana is outside the scope of this review.
Chapter 6: Schedule 4 – Retail Services Performance Indicators

[bookmark: _Toc488245296]Chapter 7: Schedule 5 – Transitional Arrangements
Discussion
The Commission has updated the transitional arrangements. 
Proposed amendment
Clauses 1, 2, 3, 4, 6 and 7 apply from date of publication. That is, proposed targets for the 2019 determination are to be based on the new code and schedule 3. 
The licence entities will be given 12 months to improve processes to allow them to report to the Commission by the new dates. Thus clause 5 is to apply for the 2017-18 reporting period onwards and reports for the 2016-17 financial year are to be provided by 1 November 2017. Reports subsequent to this are to be provided as per clause 5. In most cases the data to be collected has not changed and therefore will be available. Where, in individual circumstances this will not be possible, the Commission will consider applications for extensions on a case-by-case basis.
Because the generation entities’ reporting requirements have not changed, they are able to report against the revised schedule 2 for the 2016-17 financial year onwards.
Network entities are to report against the ESS’s old schedule 2, including transmission performance indicators, for the 2014-15 to 2018-19 determination period (excluding poor feeder information). PWC is currently in the middle of a determination period, with its allowable revenue set based on a set of targets. It is therefore important for PWC to continue to report against this set of targets until the end of its determination period. 
Network entities will report against schedule 3 from 2019-20 onwards.
Regarding the poor feeders section of schedule 3, network entities are to report against the new schedule 3 from 2016-17 onwards. This is due to network entities having the information available, and indeed PWC already reports this type of information to the Commission.
Retail entities are to report against the previous ESS’s schedule 3 for the 2016‑17 financial year. From 2017-18 onwards, retail entities are to report against the new schedule 4. Where a retail entity has difficulties reporting against individual performance measures, the retail entity will be able to apply for extensions under clause 5.
Submissions
Chapter 7: Schedule 5 – Transitional Arrangements
PWC’s submission details that the new code should apply from 1 July 2019, in line with its next determination period. The Commission agrees PWC’s reporting and targets are intimately linked to its determinations.
[bookmark: _Toc488245297]Chapter 8: Schedule 6 – Responsibility Statement, Schedule 7 – Definitions
Discussion
No changes to the Responsibility Statement are proposed other than updating changes in code names.
Minor changes to definitions are proposed to ensure consistency with the other changes proposed within the new code. Definitions will be fully reviewed as the code becomes closer to final to ensure internal consistency.
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