Our Reference: DMS #3021344 V1
Enquiries: Simon Thackray
Telephone: (08) 9326 4433

1 September 2006

Paul Kelly

Executive Director

Licensing, Monitoring and Customer Protection
Economic Regulation Authority

Level 6 Governor Stirling Tower

197 St. Georges Terrace

PERTH WA 6000

Dear Paul
DRAFT ELECTRICITY COMPLIANCE REPORTING MANUAL

Thank you for the opportunity to comment on the draft Flectricity Compliance Reporting
Manual (Reporting Manual),

Synergy welcomes the Economic Regulation Authority’s (Autherity) proposal to estabfish
the Reporting Manual as a means of encouraging greater licence compliance.

Synergy’s comments on the proposed Reporting Manual are as follows:
1. SCOPE (Section 1)

synergy considers that the scope of the reporting, specificaily in relation to Type 2
breaches is extensive and would require considerable systems to report each and every
Type 2 breach on an annual basis.

Synergy questions the usefulness of reporting every Type 2 breach as in its view the
materiality of the various Type 2 breaches are not the same. Synergy considers it
appropriate for Type 2 breaches to be recorded on each occasion where it is apparent
that such a breach would have a high market impact in terms of customers or business
to business arrangements.

However, where the breach does not meet this criteria, Synergy is of the view that:
s the threshold for the number of reportable incidents should be increased; or
s the Type 2 incident should be changed to non-reportable.

Synergy’s specific comments, in relation to the above, are contained within Attachments
2 to 6.
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2. COMPLIANCE REPORTING REQUIREMENTS (Section 3)
Classification of conditions (Section 3.1)

Synergy notes that the Authority has determined whether a breach is to be Type 1 or
Type 2 based on whether it would have a critical or a minor impact on the “regulatory
policy objectives”,

The Reporting Manual however, provides no guidance as to what the regulatory policy
objectives were used to determine Type 1 or Type 2 breaches and therefore, from
industry’s  perspective it is difficult to assess whether the proposed reporting
classifications accurately reflect the intent of the policy objectives.

Consequently, Synergy recommends that the Reporting Manual should list, for each
regulatory instrument {i.e. Customer Service Code, Metering Code etc), the key policy
objectives used to determine Type 1 or Type 2 reporting classifications.

Immediate Notification and Compliance reports (Sections 3.2 and 3.3)

The reporting manual states that a licensee must notify the Authority when it becomes
aware of Type 1 breach. However, it is not apparent from the Reporting Manual where
the obligation arises.

From discussions with the Authority, it is understood that a retail licensee’s obligation to
report breaches occurs under clause 26 of the electricity retail licence. It would be useful
for the Reporting Manual to reflect this.

Reporting Cycle (Section 3.4)

Section 3.4 does not specify when the reporting cycle is to commence,

In order to ensure that the industry has sufficient time to comply with the new reporting
regime, Synergy recommends that the reporting of Type 1 and Type 2 breaches occur on
1 January 2007 and 1 July 2007 respectively.

This would also enable the outcome of the review of the Code of Conduct for the Supply
of Electricity to Small Use Customers 2004 {Customer Service Code) (o be reflected
within the Reporting Manual, for Type 2 breaches, prior to the Manual’s commencement.

Audiis and Reviews (Section 3.6)

Section 13 of the Electricity Industry Act 2004 (Act) requires a licensee, not less than
once every 24 months {or such longer period as the Authority may approve) to submit to
the Authority a performance audit conducted by an independent expert acceptable to the
Authority.

synergy supports an incentive based regulatory regime, which enables industry
obligations to be extended when good regulatory compliance is consistently
demonstrated.

Consequently, Synergy suggests for the Authority’s consideration that the date for
undertaking performance audits, as required by section 13 of the Act, could be extended
in situations whereby a licensee has consistently demonstrated regulatory compliance as
part of their Reporting Manual obligations.



Amendment (Section 3.7)

Synergy notes that the Reporting Manual does not contain a requirement by the
Authority to periodically review the Manual or ability for a licensee to a request
amendment. Synergy recommends that the Reporting Manual be amended to provide for
both matters consistent with other regulatory instruments such as industry codes of
practice.

3. COMPLIANCE REPORT TEMPLATE (Section 4)

Synergy does not consider the form of the proposed reporting template to be
appropriate. Synergy's proposed reperting format is detailed in Attachment 1.

4. FORMAT FOR REPORTING NON-COMPLIANCES (Section 5)

Synergy notes that column 2 and column 3 item 1 of the proposed reporting template
essentially deal with the same matter.

5. TYPE 1 REPORTING OBLIGATIONS FOR ALL LICENCE TYPES (Section 6)

Item 248 of the Reporting Manual requires immediate reporting of licence breaches
where a “retailer or a distributer must not arrange for disconnection or disconnect a
customer’s supply address in the circumstances specified”.

Synergy notes that item 248 relates to clause 7.6 of the Customer Service Code.

Synergy understands that the Authority’s policy objectives in seeking item 248 to be
reported as Type 1 breach is to safeguard customer interests and identify systemic
trends in wrongful customer disconnections.

synergy recommends that item 248 of the Reporting Manual be reclassified from a Type
1 breach to Type 2 on the basis that an individual disconnection does not have a critical
impact the regulatory policy obiectives of the Customer Service Code because:

u The Energy Ombudsman was established in October 2005 to provide an effective
dispute resolution mechanism for small use customers, including the ability to
award compensation to customers. (Synergy notes that the Government
Ombudsman does not possess comparable powers.} Furthermore, the Energy
Ombudsman has the ability to publish information in relation to the complaints it
deals with, as it considers appropriate.

= The Customer Service Code itself recognises that wrongful disconnections can occur
and specifically provides a mechanism to deal with such in the form of
compensatory payments, (Refer Part 14 of the Customer Service Code.)

® A range of mechanisms exist under the Customer Service Code to assist the
customer from being disconnected specifically the payment difficulties and financial
hardship provisions of the Customer Service Code (refer Part 6).

# The Customer Service Code itself imposes disconnection reporting obligations upon
a retailer and distributor (refer Part 13). Under clause 13.11 of the Code, a retailer
and a distributor are compelled to provide the prescribed records to the Authority
upen request.
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Synergy has a small use customer base of approximately 850,000. While each
wrongful disconnection is regrettable, it alone does not constitute a material failing
that warrants the establishment of a specific reporting system for each and every
disconnection occurrence. Such an outcome would impose significant financial and
resource costs upon a retailer’'s business, notwithstanding that a range of rights and
mechanisms exist to assist customers prior to and in the event of a disconnection.

Synergy has implemented various internal arrangements to reduce wrongful
disconnections and to resolve disconnection disputes. Examples include the
introduction of an internal service standard, which exceeds that prescribed by
clause 7.6(iii) of the Customer Service Code and the creation of a Consumer
Advocate role within the business.

Synergy is committed to customer service and supports the reporting of wrongful
disconnections to the Authority as Type 2 breaches. However, it considers that the
reporting of disconnections as Type 1 breaches to be inappropriate for the reasons
outlined above.

6.

ELECTRICITY INDUSTRY CUSTOMER TRANSFER CODE 2005 (Section 7)

Refer Attachment 2.

7.

ELECTRICITY INDUSTRY ACT 2004 (Section 10)

Refer Attachment 3.

8.

ELECTRICITY LICENCES (Section 11)

Refer Attachment 4.

2.

CUSTOMER SERVICE CODFE (Section 12)

Refer Attachment 5.

10. ELECTRICITY INDUSTRY METERING CODE 2005 (Section 14)
Refer Attachment 6,

Please do not hesitate to contact me should you wish to discuss any aspect of the above
further.

Yours sincerely

(ol
A e o

SIMON THACKRAY
REGULATORY MANAGER

)
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To:

ATTACHMENT 1

Compliance Report
Period: [Date] 200__to [Date] 200_
Submitted by: [Licensee]
ACN: [Number]

Chairman

Economic Regulation Authority
PO Box 8469

Perth Business Centre

Western Australia 6849

[Name] reports as follows:

1. This report documents compliance during [Period] with all obligations classified as Type[s]
[Number] obligations in the Authority’s current “[Licence Name]”,

2. This report has been prepared by [Licensee] with the appropriate standard of care and
due diligence in connection with the Type 2 obligations to which it is subject under the
Regulations and Codes made pursuant to the Electricity Industry Act 2004 and in
compliance with the Authority’s current “[Licence Name]”,

3. Schedule A to this report provides information on all Type 2 obligations with which
[Licensee] did not comply during {Period] as required by the Authority’s current “[Licence
Narmel”.

4. Qther than the information provided in Schedule A, [Licensee] has in its reasonable
opinion complied in all material respects with all Type 2 obligations to which it is subject.

5. I confirm that, to the best of my knowledge, the information set out in this Compliance
Report is correct.

DATE:

Signed

Name

Designation

TR
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