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	Term	
	Definition

	AER
	Australian Energy Regulator 

	Commission
	The Utilities Commission of the Northern Territory

	ESS Code
	Electricity Standards of Service Code (Northern Territory) 

	GSL Code
	Guaranteed Service Level Code (Northern Territory)

	PWC
	Power and Water Corporation

	The Minister
	The Regulatory Minister as determined by the Administrative 
Arrangement Orders





[bookmark: _Toc476143295][bookmark: _Toc252365117]Introduction
[bookmark: _Toc476143296][bookmark: _Toc476143297]Purpose of the Review
The Utilities Commission of the Northern Territory (Commission) is reviewing the Electricity Standards of Service (ESS) Code (Appendix A) and the Guaranteed Service Level (GSL) Code (Appendix B) as it is obliged to ensure codes are relevant and effective. Since the codes were implemented in 2012, there have been a number of market changes, including: 
the structural separation of Power and Water Corporation (PWC);
the entry of new market participants;
the introduction of the interim wholesale electricity market; and
the adoption by the Northern Territory of certain aspects of the national electricity laws and rules. 
Clause 5 of the GSL Code specifically requires the performance indicators, GSLs and GSL payment amounts specified in clause 2.1.4 of that Code to be reviewed prior to the beginning of each regulatory control period applicable to the networks business of PWC.  
PWC Network’s regulatory proposal concerning revenue requirements for the five‑year regulatory control period beginning July 2019 is due to be submitted to the Australian Energy Regulator (AER) by February 2018. The Commission is seeking to complete this review of the ESS and GSL Codes by mid-2017 to assist with PWC’s preparation of its submission to the AER. 
Amended Codes are expected to commence in the third quarter of 2017. 
[bookmark: _Toc476143298]Submissions
The Commission seeks submissions on the ESS Code and the GSL Code by 24 March 2017. 
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. 
The Commission will also be seeking early feedback from stakeholders and interested parties. If you would like to meet with the Commission please contact us.
Any questions should be directed to the Utilities Commission by email utilities.commission@nt.gov.au or telephone (08) 8999 5480. 
[bookmark: _Toc476143299][bookmark: _Toc472429873]Confidentiality
The Commission will make submissions publicly available, with the exclusion of confidential information that is commercially sensitive or that could affect the competitive position of a licensed entity or other person. 
Submissions must clearly identify the confidential information. In addition, a version suitable for publication with the confidential information removed should be provided to the Commission. 
[bookmark: _Toc476143300]About the Utilities Commission of the Northern Territory
The Commission was established in 2000 by the Utilities Commission Act. The Commission is an independent industry regulator, overseeing the electricity, water and sewerage industries and declared ports. 
The Commission is part of an economic framework for regulated industries. It promotes and safeguards competition and fair market conduct. In the absence of a competitive market, the Commission encourages the simulation of competitive market conduct and the prevention of misuse of monopoly power. 
A key regulatory function of the Commission is to develop, monitor and enforce compliance with codes and rules, as well as promoting improvements in standards and conditions of service and supply for the electricity industry.[footnoteRef:1]  [1:  Utilities Commission Act, s.6(1)(c) and (d).] 

The Commission’s functions include:
making and monitoring the operation of industry codes and rules;
regulating prices charged by government monopoly businesses;
granting licenses and monitoring compliance with licence conditions; and
investigating and helping resolve complaints about the conduct or operations of licensed entities.
In performing the Commission’s functions the Commission must have regard to the need to:
promote competitive and fair market conduct;
prevent misuse of monopoly or market power;
facilitate entry into relevant markets;
promote economic efficiency;
ensure consumers benefit from competition and efficiency;
protect the interests of consumers with respect to reliability and quality of services and supply in regulated industries;
facilitate maintenance of the financial viability of regulated industries; and
ensure appropriate rate of return on regulated infrastructure assets.
Section 24 of the Utilities Commission Act sets out the powers of the Commission to make codes or rules relating to the conduct or operations of a regulated industry or licensed entity. The Utilities Commission Regulations provide the Commission with the authority to make codes about ring fencing, retail supply in the electricity supply industry and standards of service. 
The Commission is obliged to review codes and rules to ensure they are relevant and effective. Section 24(3) of the Utilities Commission Act permits the Commission to vary or revoke a code or rules. Consultation by the Commission with the Minister, representative bodies and regulated industry participants is required before making, varying or revoking a code or rules. 
[bookmark: _Toc476143301]Issues
[bookmark: _Toc476143302]Review Criteria 
In undertaking the review of the ESS and GSL codes, the Commission will take into account:
the objectives of the Utilities Commission Act and Electricity Reform Act;
standards of service arrangements, including GSL schemes, in other jurisdictions;
environmental and market characteristics of the Territory;
all relevant economic, policy and legal developments; and
issues raised via our consultation. 
[bookmark: _Toc476143303]Background
Licensed electricity entities are obliged, as a condition of their licence, to comply with applicable codes and standards and to notify the Commission of a material breach as soon as reasonably practicable after becoming aware of the breach occurring.[footnoteRef:2] [2:  Utilities Commission of the Northern Territory, Annual Report 2015-16, p 35 ] 

The Commission is required to review the standards of service and expected reliability targets applicable to licensed entities. 
Generation and retail licensees operate in contestable environments. Establishing reporting requirements for a range of performance indicators ensures the performance of such entities is available for public scrutiny and electricity consumers can be more effectively protected.
However, for entities operating electricity networks, which have natural monopoly characteristics, the code not only establishes reporting requirements but also establishes a process to establish targets. The current targets mainly relate to networks’ reliability standards. These targets will drive future capital and operational expenditure. 
For example, the AER will assess PWC’s future capital expenditure based on achieving the targets established under the ESS. That is, the AER revenue determination will be based on recovering efficient costs for providing the service at the targeted level.
There is a trade-off between service level and price, which is sometimes referred to as the ‘regulatory bargain’. 
[bookmark: _Toc476143304]Electricity Standards of Service Code 
The objectives of the ESS Code are to establish and monitor service standards and performance of electricity entities within the industry.
The ESS Code establishes process for setting standards of service and performance indicators for the electricity supply industry. It requires electricity entities to have adequate systems in place that allow for regular reporting of actual performance. The current Code promotes improvement in the standards of service provided by electricity entities. 
This code sets out the performance indicators and the definition of the indicators to be reported on by electricity generators, network providers and retailers.
It sets out the objectives of the code, the authority and power of the Commission to seek information and how the Commission can change the code.
The code also details the process and information requirements for electricity entities in proposing targets to be achieved and the process that the Commission will undertake in approving the targets (or amending the targets as required).
Finally, it specifies reporting obligations and data quality including auditing requirements.
[bookmark: _Toc476143305]Guaranteed Service Level Code 
While the ESS Code establishes performance indicators for electricity generators, network providers and retailers, GSL schemes typically apply only to network service providers.
The objectives of the GSL Code are to establish a scheme for payments to be made by a network provider (through its retailer) to small customers where the supply of electricity and related services does not meet the pre-determined GSLs.  
The GSL Code establishes minimum criteria for network providers to achieve and the level of GSL payments when this minimum service is not achieved. For example, where electricity is interrupted for greater than 12 hours, a GSL payment of $80 must be made to impacted customers. 
It also defines which customers are eligible for GSL payments and the form of payments to be made.
The code sets out events excluded from the GSL payments, for example, load shedding due to a generation shortfall.
The code includes dispute resolution procedures.
Finally it sets out the objective of the code, the authority and power of the Commission to make and implement the code and how the Commission can change the code.
[bookmark: _Toc476143306]Request for Submissions
In establishing the current codes, the Commission sought to promote the objectives of the Utilities Commission Act and Electricity Reform Act. These objectives seek to protect customers by ensuring they receive quality services in the long term, encouraging competition and entry into the market and economic efficiency, and ensuring appropriate levels of expenditure, safety and financial viability.
The Commission is seeking feedback from stakeholders on the codes. This paper does not limit stakeholders’ ability to make comments or raise suggestions for improvement on any aspect of the two codes under review.
General issues that stakeholders may wish to consider include:
Are the objectives of the codes appropriate?
Should the codes be combined for administrative ease, or are there benefits in having separate codes?
Are the timeframes set out in both codes appropriate?
What is an appropriate level of customer and stakeholder influence over the targets to be proposed by licence holders? 
Should the definitions within the codes be consistent with national definitions, or indeed should the codes simply reference other rules and codes?
Are the codes too descriptive or not descriptive enough?
Do network reliability targets need to promote performance improvement?
Is the list of performance indicators and their segmentation appropriate, are there relevant indicators missing and are the indicators consistent with the objectives of the Utilities Commission Act, Electricity Reform Act and the codes? What impact do changes in technology have on the types of performance indicators that should be included?
What basis and level of supporting documentation is appropriate to support approval of targets?
What requirements are appropriate for auditing (quality assurance) and reporting under the codes?
How should excluded events be define and included within performance indicators and GSL obligations?
Are GSL payment levels appropriate?
Who should be eligible for payments?
Should GSL payments be made directly to impacted customers, from their network service providers (rather than through a customer’s retailer)?
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