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Introduction

1.

Thank you for the opportunity to submit on the Process and Issues Paper,
published by the Commission on 23 February 2011. The Commission is seeking
feedback on:

. the issues that should be considered as part of a discussion stage,
rather than at the draft decision stage;

. the questions that the Commission would like to explore further for
each issue; and

. the appropriate form of consultation for each topic.

Proposed Consultation Process and Recommended Forms for Consultation

2.

Powerco supports the proposed consultation approach: a limited number of
issues in the discussion stage and one comprehensive consultation on the draft
decision stage.

As there are only three gas distribution businesses (GDBs), Powerco
recommends that the Commission uses a more informal process to develop
requirements. For example, meeting with each company, or holding a small
workshop to discuss significant issues. Powerco appreciated being able to meet
with the Commission in February to discuss the development of a gas AMP and
found the meeting very useful.

We recognise that with 29 EDBs, a more formal process may need to be
followed for electricity. We recommend holding a workshop and that the
Commission use the expertise of Lynne Taylor at PwC, who has excellent
understanding of how to develop requirements that can be more easily
interpreted by EDBSs.

Some issues only impact a small number of EDBs and the Commission could
meet with these groups as part of the discussion stage. For example:

. difficulties of consolidated accounts for companies who have a July/
June financial year and different information disclosure periods for
gas and electricity;

. companies who provide non-contiguous network information; and

. companies who are unable to meet the pricing breakdowns specified
by the Commission.

Consistency of Information Disclosure

6.

Powerco agrees that consumer-owned trusts should be subject to the same
information disclosure requirements as non-exempt EDBs.

We also support GDBs following similar requirements to EDBSs, particularly for
the financial schedules. However, as Powerco outlined in detail in our
submission on 11 September 2009, the technical requirements for GDBs
should:



. be proportionate to the size of the market; the gas industry is much
smaller, with only 260,000 ICPs compared to nearly 2 million ICPs
for electricity; and

. have a lower compliance cost as they compete with businesses who
do not have information disclosure requirements (eg other fuel
sources and non-regulated gas distribution companies).

Powerco’s gas distribution business competes with Nova Gas. We believe that
Nova Gas should be subject to information disclosure, although we recognise
the Commerce Act prevents this. Our main request is that our competitiveness
is not disadvantaged due to disclosing commercially sensitive information, or
having a very high burden of disclosure requirements that is dis-proportionate to
the size of the business.

As the Commission considers the volume of information to be supplied each
year, it must consider that there is not only an establishment cost, but an
ongoing cost each year to businesses:

. once the provision of data becomes a regulatory requirement, costs
escalate due to the need for strong data validation and audit
processes (typically over and above core business requirements);

. the costs of validated field data are material (for example, Powerco
has borne additional costs in the order of $100,000 per annum from
its service providers to collect, collate and validate gas quality data in
the gas authorisation).

. the ongoing cost of maintaining systems and putting in processes to
ensure that data is validated is material for both our IT group and our
gas and GIS teams.

Timing of first disclosure under the new requirements

10.

11.

The Commission states that the new information disclosure requirements will
apply to both gas and electricity for the 2011/12 disclosure year. This means
that the current rules will apply to all disclosures in 2011. Powerco would
request as long a lead time as possible for new disclosures. While the
disclosure for the 2011/12 year may not be due until after March 2012, Powerco
may be required to make system changes or gather additional information from
1 April 2011. This is likely to be particularly important for gas which is likely to
face significant additional information requirements from those which previously
existed.

Powerco does not oppose disclosing under the old rules, our main concern is
the inefficiency of disclosing the same information twice (under two sets of
rules).

Gas Distribution

12.

The Commission requires the 2010/11 financial information (in a form consistent
with the input methodologies) by the end of calendar year 2011 to determine the
gas distribution Po by February 2012. However, the current gas information
disclosure does not reconcile very easily with the new gas distribution input
methodologies.



13.

It is likely that the extent of difference between the methodologies will require
Powerco to complete two separate versions of the financial accounts and
regulatory asset base. If GDBs are required to complete the Po information
request at the same time as the annual financial disclosures (ie November
2011), the current financial disclosure may be a lot of additional work, for little
useful information. We recommend we meet to discuss these concerns during
the discussion stage.

Electricity

14.

Powerco is confused by paragraphs 52-53 in the section “Historical Financial
Performance Information”. Powerco is not opposed to disclosing 2010/11
information under the current rules. However, these paragraphs give the
impression that the Commission will require Powerco to complete all the
2010/11 financials again, applying the new information disclosure requirements.
For example, the Commission states “the information required by the final SPA
is only a subset of the information on historic final performance likely to be
required”. Please could the Commission confirm what information it will be
asking EDBs to disclose twice for 2010/11 disclosure year at the discussion
stage.

Gas Quality Information via April Gas Discussion Paper

15.

Powerco supports the Commission providing its views on quality indicators for
gas information disclosure requirements at the same time as those for quality
standards for the gas DPP.

Issues that should be considered part of the Discussion Stage

16.

Powerco supports all the issues identified by the Commission in paragraphs 26-
53 being included in the discussion stage. This does not mean Powerco
supports the proposals, just that if the Commission continues to pursue them,
they require detailed consideration. Due to the short timeframe we have only
included a brief outline of our response to disclosing consolidated accounts and
AMPs.

Consolidated Disclosures

17.

18.

19.

Powerco’s statutory accounts cover the period 1 July — 30 June, and so could
not be compared directly to Powerco’s electricity information disclosure that
covers the period 1 April — 30 March.

We will not repeat all the arguments against consolidated accounts from
previous submissions, however we continue to question if it would pass a cost
benefit test. For example, the cost allocation input methodology requires a very
detailed audited disclosure and will provide information on unregulated
businesses. In Powerco’s case, we have so few unregulated businesses, that
consolidated statements will show very little. However, due to the timing issues,
a consolidated statement would be a substantial amount of work for Powerco.

At the very least, a number of options should be explored at the discussion
stage, for example, requiring a disclosure once every five years or setting a
threshold, where businesses do not have to disclose if less than 20% of total
revenue is unregulated.



Asset Management Plans for Gas

20.

Powerco notes the Commission’s indication that AMPs for GDBs would be a
likely future requirement. Powerco are not opposed to the idea of disclosing
AMPs provided associated costs and competitive issues are recognised and a
pragmatic way of agreeing the requirements is established, specifically as
follows:

detailed requirements should reflect the scale of GDBs. (AMPs, by their
nature are ‘asset specific’; that is they focus on the investment and
management themes relevant to that asset, and for maximum usefulness,
focus on key areas of future investment or high public or customer risk. An
AMP for a GDB will look very different from an Electricity AMP in the detail.
This is desirable from the point of view of creating an effective
management document. Powerco recognises however, that the higher
level ‘ideals’ for the asset management process which underpin the GDB
AMP will remain consistent with electricity.);

detailed requirements should reflect that an AMP based disclosure regime
will take time to mature;

costs of establishing and maintaining an AMP (noting both are material)
should be reflected in DPP / CPP calculation methodologies;

informal discussion to design an AMP framework which aligns to business
need is a sensible way forward; and

detailed requirements should not reduce Powerco’s competitive position in
the market.

Additional Issues to be Included in Discussion Stage

21.

There are a number of areas included in the 2009 Information Disclosure
Discussion Paper that the Commission has not included in the discussion stage.
If the Commission still intends to pursue the following proposals, they must be
included in the discussion stage.

Issue Reason for including in the discussion
stage

Using Key Performance If the Commission intends to use KPIs, the

Indicators: Should they be indicators chosen need detailed consultation

used and if so, which ones? due to their impact on incentives on regulated
businesses.

Disclosing a wide range of The Commission proposed in 2009 that a

policies number of policies would have to be disclosed

(eg credit policy, delegated authority policy,
sponsorship policy and insurance policy). If this
is required, more discussion is needed due to
the potential cost of disclosure.

Customer service These would be new requirements and would
requirements therefore need consultation.

Consumer consultation We understand that the electricity threshold
requirements for gas consumer consultation requirements will shift

into the information disclosure regime.
Discussion is needed on how this should
transition across.




22.

In addition, Powerco requests that the following issues relating to electricity
information disclosure are reconsidered by the Commission.

Disclosing technical information by non-contiguous network

23.

24.

25.

Powerco has disclosed separate statistics for its Eastern and Western networks
for three years. We continue to struggle to understand how this requirement
passes a cost-benefit test. It is a significant extra cost to compile and audit this
information each year. After three years of disclosure, the Commission seems
to have done nothing with the information.

We understand why the Commission might want to check that one network is
not being supplied a substantially poorer service or higher line charges.
However, it can determine this from the three years of information provided. We
urge the Commission to look at the non-contiguous network information and
decide if there are any issues. If there are not, then it should remove the non-
contiguous requirement (or at the most only require it every five years).

In addition, Powerco has 43 geographically non contiguous networks on its gas
network, separated into five regions. Disclosing at either level of detail for
100,000 ICPs is not efficient. Powerco has disclosed detailed pricing
information on its regions, so there is little additional information the
Commission requires.

Requirement 27 to disclose prices in two separate editions of each newspaper that is
widely read by electricity consumers

26.

27.

Powerco has to disclose prices twice per year in six regional newspapers. This
requires Powerco purchasing 12 pages of advertising space at a cost of around
$95,000. An example of the Eastern Region advert is on the next page. This
would usually be the size of a newspaper page.

We are not opposed to advertising pricing in newspapers, but do object to the
required content and resulting cost. Experience shows that the information
probably means very little to consumers. It would be more informative to show
how the average price increase contributes to the average retail price increase
and provide a link to the website where Powerco’s prices are disclosed. We
think it is worth re-opening a discussion on the best way to communicate annual
price changes to consumers.

Breakdown of pricing statistics: boundaries between small, medium and large
consumers

28.

Powerco has to request an exemption each year from the Commission as we
do not hold information on the pricing breakdown in the kVA required by the
Commission. We recommend exploring options with the aim of removing this
need for an exemption.

Thank you for considering the points raised in this submission.
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