17 May 2013

Retailers
XXX
XXX
XXX

Dear

Model use of system agreement
The Authority recently undertook a post implementation review of the model use of system
agreement (MUoSA) that was developed with the industry over a number of years and finalised
in the third quarter of calendar year 2012. This review was discussed by the Authority at its
May Board meeting.
The review found there was significant divergence between the MUoSA and the use of system
agreements being negotiated between retailers and distributors. It also found a pattern of
distributors negotiating use of system agreements with large retailers and then offering these
agreements to smaller retailers.
The Authority is aware that several use of system agreements are being negotiated now and
others will be negotiated shortly. It is also aware the Electricity Networks Association (ENA) is
working on common terms for use of system agreements.
The Board is concerned about the extent to which use of system agreements that diverge from
the MUoSA constitute a barrier to entry to the retail market. As a result, the Authority has
decided to undertake an alignment review of use of system agreements. This will reveal the
extent of the variation of use of system agreements from the MUoSA, any justification for the
variation, and also shed light on the extent to which use of system agreements constitute a
barrier to entry to the retail market.
The second piece of work the Authority will start is a review of the MUoSA to ensure that any
provisions that may inhibit entry to the retail market are remedied. This work will be considered
alongside other priorities when we finalise our 2013/14 work programme.
The third piece of work is to reassess the earlier cost benefit analysis of making the MUoSA the
default use of system agreement. In other words, the MUoSA would become the use of system
agreement unless both parties agree to a variation. This work will also be considered alongside
other priorities when we finalise our 2013/14 work programme.
I encourage retailers to ask for a MUoSA from lines companies and to let the Authority know
about what response they receive. In particular, the Authority is keen to see that distributors
clearly identify and justify any departures from the MUoSA. An email to [this email address]
would be very useful.
The attached chart shows a lot of variation in the numbers of retailers active in each region. We
can speculate about the causes of this variation, such as market size for example. But it would
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be very useful for the Authority to hear the view of retailers. If you can please let us know any
ideas that you have explaining this variation we would appreciate it [same email address].
Yours sincerely

Carl Hansen
Chief Executive

Retailers serving ICPs on each network

File ref: MUoSA
790874-1_MUoSA letter

2

14 May 2013

Distributors with few retailers
XXX
XXX
XXX

Dear

Model use of system agreement
The Authority recently undertook a post implementation review of the model use of system
agreement (MUoSA) that was developed with the industry over a number of years and finalised
in the third quarter of calendar year 2012. This review was discussed by the Authority at its
May Board meeting.
The review found there was significant divergence between the MUoSA and the use of system
agreements being negotiated between retailers and distributors. It also found a pattern of
distributors negotiating use of system agreements with large retailers and then offering these
agreements to smaller retailers.
The Authority is aware that several use of system agreements are being negotiated now and
others will be negotiated shortly. It is also aware the Electricity Networks Association (ENA) is
working on common terms for use of system agreements.
The Board is concerned about the extent to which use of system agreements that diverge from
the MUoSA constitute a barrier to entry to the retail market. As a result, the Authority has
decided to undertake an alignment review of use of system agreements. This will reveal the
extent of the variation of use of system agreements from the MUoSA, any justification for the
variation, and also shed light on the extent to which use of system agreements constitute a
barrier to entry to the retail market.
The second piece of work the Authority will start is a review of the MUoSA to ensure that any
provisions that may inhibit entry to the retail market are remedied. This work will be considered
alongside other priorities when we finalise our 2013/14 work programme.
The third piece of work is to reassess the earlier cost benefit analysis of making the MUoSA the
default use of system agreement. In other words, reassess the costs and benefits of the
MUoSA becoming the use of system agreement unless both parties agree to a variation. This
work will also be considered alongside other priorities when we finalise our 2013/14 work
programme.
Improving competition in the retail electricity market is a strategic focus for the Authority and to
this end we expect to see distributors agreeing UoSAs that do not impede competition. Our
benchmark for this is the MUoSA, so the alignment review will be an important piece of work for
us to determine what, if any, further steps are needed.
I have written to retailers encouraging them to ask for a MUoSA from lines companies and to let
the Authority know about what response they receive. In particular, the Authority is keen to see
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that distributors clearly identify and justify any departures from the MUoSA in terms of particular
characteristics of their network.
The attached chart shows a lot of variation in the numbers of retailers active in each region. We
can speculate about the causes of this variation, such as market size for example. But it would
be very useful for the Authority to hear the view of distributors. We would appreciate receiving
your views about why there are only a few retailers operating on your network, and whether any
prospective retailers have approached you to operate on your network and have not proceeded
to do so. Please forward your explanation to [some email address].
Yours sincerely

Carl Hansen
Chief Executive
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Retailers serving ICPs on each network
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14 May 2013

Distributors with many retailers
XXX
XXX
XXX

Dear

Model use of system agreement
The Authority recently undertook a post implementation review of the model use of system
agreement (MUoSA) that was developed with the industry over a number of years and finalised
in the third quarter of calendar year 2012. This review was discussed by the Authority at its
May Board meeting.
The review found there was significant divergence between the MUoSA and the use of system
agreements being negotiated between retailers and distributors. It also found a pattern of
distributors negotiating use of system agreements with large retailers and then offering these
agreements to smaller retailers.
The Authority is aware that several use of system agreements are being negotiated now and
others will be negotiated shortly. It is also aware the Electricity Networks Association (ENA) is
working on common terms for use of system agreements.
The Board is concerned about the extent to which use of system agreements that diverge from
the MUoSA constitute a barrier to entry to the retail market. As a result, the Authority has
decided to undertake an alignment review of use of system agreements. This will reveal the
extent of the variation of use of system agreements from the MUoSA, any justification for the
variation, and also shed light on the extent to which use of system agreements constitute a
barrier to entry to the retail market.
The second piece of work the Authority will start is a review of the MUoSA to ensure that any
provisions that may inhibit entry to the retail market are remedied. This work will be considered
alongside other priorities when we finalise our 2013/14 work programme.
The third piece of work is to reassess the earlier cost benefit analysis of making the MUoSA the
default use of system agreement. In other words, reassess the costs and benefits of the
MUoSA becoming the use of system agreement unless both parties agree to a variation. This
work will also be considered alongside other priorities when we finalise our 2013/14 work
programme.
I have written to retailers to encourage them to ask for a MUoSA from lines companies and to
let the Authority know about what response they receive. In particular, the Authority is keen to
see that distributors clearly identify and justify any departures from the MUoSA in terms of
particular characteristics of their network.
The attached chart shows a lot of variation in the numbers of retailers active in each region. It is
good to see that your network is one with a higher number of retailers. Enhancing competition
in the retail electricity market is a strategic focus for the Authority, and to this end we expect to
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see distributors agreeing UoSAs that do not impede competition. This includes achieving a high
level of standardisation across networks on provisions that are important for facilitating the entry
of new retailers. Our benchmark for this is the MUoSA, and so the alignment review will be an
important input into our work on assessing whether the MUoSA should become a default
agreement if distributors as a group are unable to meet the Authority’s requirements.
Yours sincerely

Carl Hansen
Chief Executive
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Retailers serving ICPs on each network
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