ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services

	Chapter 3 (l) : Energy Services

	Section
	Improvements Implemented Since Last IAP


	Current Entry Requirements 
	Further Improvements Planned

	Operational Requirements


	
	All sectors are subject to the measures outlined in the “General Approach to Trade in Services” section.  

 

The following Acts and associated regulations apply to all services sectors and establish parameters for general business practice in New Zealand.

 

The Companies Act 1993

Employment Relations Act 2000

Health and Safety in Employment Act 1992

Commerce Act 1986

Consumer Guarantees Act 1993

Fair Trading Act 1986

Resource Management Act 1991

Local Government Act 1974
	

	
	Electricity: An Electricity and Gas Industries Act  was passed  in 2004. Its effect in relation to Electricity will be to:

· update the Electricity Act to reflect the establishment of the Electricity Commission;

· provide enhanced powers for ensuring security of electricity supply, including authority for the Electricity Commission to contract for reserve energy supplies;
· provide further electricity regulation-making powers relating to consumer protection, promotion of retail competition, improved information for market participants and development of distributed generation; and

· amend the Commerce Act to clarify the interface between the functions and powers of the Commerce Commission and the Electricity Commission in relation to control of electricity lines companies. 


	Electricity: in addition the electricity sector is subject to the Electricity Act 1992, the Electricity Industry Reform Act 1998, the Electricity Amendment Act 2001, the Electricity Industry Reform Amendment Act 2001, the Commerce Amendment Act (No 2) 2001 and the Ministry of Energy (Abolition) Amendment Act 2001. 

The legislation requires that electricity distributors be in separate ownership from generators or retailers.  It requires comprehensive public disclosure of information by transmitters and distributors, and transmitters and distributors are under a regime of targeted price control administered by the Commerce Commission.  It also establishes the Electricity Commission which is now the chief regulatory agency for New Zealand's electricity industry. 
	

	
	Gas.  The Electricity and Gas Industries Act, 2004 has the following provisions in respect to gas:

· provide regulation-making powers for use if the gas industry does not deliver improvements on certain specified issues; and

· enable the Electricity Commission to take on responsibility for gas industry governance if the gas industry's proposed self-governance arrangements do not deliver on the Government’s policy objectives, and for the Commission to be renamed the Energy Commission in that event.

A draft Government Policy Statement on Gas Governance was released on 8 July 2004. This statement details the Government's policy for gas industry objectives, governance and rules relating to the wholesale gas market, and the processing, transmission, distribution and retailing of gas.

 Interested parties were invited to provide comments on this statement by close of business 23 July 2004.

The Government’s objective for gas is to “ensure that gas is delivered to existing and new customers in an efficient, fair, reliable, and environmentally sustainable manner”.

The Government Policy Statement stated that the Government favoured industry-led solutions where possible, but was prepared to use regulatory solutions where necessary.

The gas industry has advised the Government that it requires some form of regulatory backing to achieve the Government's objectives and outcomes for the gas sector.

The Government, in co-operation with the industry, intends to implement a co-regulatory model of governance to ensure that its objectives are met.
	Gas: in addition to cross-sectoral regulation, the gas sector is subject to the Gas Act 1992.  This requires comprehensive public disclosure of information by transmitters and distributors.

 


	Gas: The Government has requested the Commerce Commission, under section 56 of the Commerce Act (Reports from Commission to Minister about Controls) to make recommendations on whether or not supply of gas pipeline (transmission and distribution) services should be controlled. The Minister has requested the Commission to complete the inquiry by 1 November 2004.

In June 2004 the Government announced that exploration for new gas reserves will be encouraged through a suite of proposed measures.  The proposals include:

· reducing the ad valorem royalty (AVR) rate from 5 per cent to 1 per cent for gas (oil will remain at 5 per cent) for discoveries made within the period; 

· allowing a deduction in relation to the accounting profit royalty (APR) on production from discoveries, within the period, of exploration and prospecting costs incurred in New Zealand and allowing such costs to be carried forward with interest; 

· reducing the accounting profit royalty (APR) from 20 per cent to 15 per cent on the first $750 million [cumulative] gross sales of petroleum offshore and the first $250 million [cumulative] onshore on discoveries within the period. 

Consultations will be held with industry prior to their introduction through the Minerals Programme for Petroleum to have effect from 2005.  

	
	Petroleum and oil products: The  objectives of the Electricity and Gas Industries Act, 2004, in relation to Petroleum and Oil products are to:

· provide regulation-making powers under the Crown Minerals Act to require more extensive disclosure of information relating to gas and oil reserves.
	Petroleum and oil products: petroleum exploration and production is subject to licensing arrangements exercised under the Crown Minerals Act 1991.


	

	Licensing and Qualification Requirements of Service Providers


	
	There are no licensing restrictions for electricity generators, transmitters, distributors or retailers.

There are however licensing requirements on those who do certain types of electrical and gas work.  

	As part of a review of energy safety legislation, changes to the registration/licensing requirements for electrical and gas workers has been considered. The project, EnergySafe, will lead to  amendments to a number of Acts and these amendments will be specified in the Energy Safety Review Bill, which the Ministry of Economic Development is seeking to have introduced into Parliament.  

 

	Foreign Entry


	 
	 Foreign investment in New Zealand is subject to the provisions of the Overseas Investment Act 1973 and associated regulations. 

 

There are no additional regulatory requirements for foreign entry into this industry or sector.  

 
	  

 

 

 

 

	Discriminatory Treatment/MFN


	
	Subject to the foregoing, there are no requirements based on discrimination against or between foreign suppliers
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