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5C.2 The Commission must approve the Submitted Budget unless the Commission
establishes that the expenditure (or part thereof) that makes up the Total Opex and

Capex for each year:

(a) is for activities outside scope at the time of commitment to that expenditure
and at the time of the determination; or

(b) is not prudent.

$, " $ &' & " .04

“scope’ means the scope of activities:

(a) set out in Schedule 2; or

(b)  published pursuant to clause 14B

as amended from time to time.’

, 3 " 0 4
3C.3 For the purposes of clause 5C.2(b). expenditure is prudent and must be approved:

{a)  where that expenditure is a contract cost, unless the Commission establishes
that the contract was not let in accordance with a competitive tender process:
or

(b)  where that expenditure:

(1) 1s not a contract cost; or
{(i1) 15 a contract cost and the Commission establishes that the contract was
not let in accordance with a competitive tender process,
unless the Commission establishes that:
{(111) 1t 15 more likely than not that the expenditure will not be mcurred: or
(iv)  the expenditure will be incurred but incurring the expenditure involves
a substantial departure from the commercial standard that a reasonable
business would exercise in the circumstances.
5C.4 For the purposes of clause 5C.3(b)(1v), the Commission must take mte account and
give fundamental weight to the matters referred to 1n clanse 518, with all necessary
changes being made.
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For the purposes of making a determination pursuant to paragraph 51.7(b). the
Commission shall take into account and give fundamental weight to:

(a) the circumstances of the distributor;

(b) if the distributor did not directly incur the expenditure, the circumstances of
the person that did incur it; and

(c) if the distributor did not directly manage the expenditure, the circumstances of
the person that did manage 1it,

at the time the commitment was made to incur or manage (as the case may be) the

expenditure excess including:

(d)  the information available at that time:

(e) the nature of the provision, installation, maintenance and operation of advanced
metering infrastructure and associated services and systems;

(f) the nature of the rollout obligation:

Note:  See clause 14 and Schedule 1.

(g)  the state of the technology relevant to the provision, installation. maintenance
and operation of advanced metering infrastructure and associated services and
systems:

(h)  the risks inherent in a project of the type involving the provision, installation,
maintenance and operation of advanced metering infrastructure and associated
services and systems:

(i) the market conditions relevant to the provision, installation, maintenance and
operation of advanced metering infrastructure and associated services and
systems: and

)] any metering regulatory obligation or requirement.

5 # # "l #
#4

The Commuission must make a draft determination approving or rejecting the Submitted

Budget. If the Commission determines to reject the Submirted Budget:

(a)  the Commission must in ifs reasons state what new Submuitted Budget 1t would
determine to approve; and

(b)  the distributor must within 20 business days make application to the
Commission for approval of an amended Submitted Budget.

In making a determination under clause 5C.5(a) or clause 3C.7 (as the case may
be). the Commission’s discretion 1s limited to stating the new Submitted Budget or
determining an Approved Budget (as the case may be) that removes not more than the
expenditure 1t has established under clause 5C.2 as being:

{a) for activities outside scope at the time of commitment to that expenditure and
at the time of the determination: or

(b)  not prudent.
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The AER recognises that distributors have differences in the scope of activities they
will be undertaking, for example due to differences in the starting point of each
business with respect to the level of development of IT systems. The AER does not
therefore intend to apply a “one size fits all’ approach to scope.

With respect to the comparison of expenditure between businesses, and potentially
against other benchmarks as suggested by Origin, the AER does not intend to
compare expenditure across businesses, or against benchmarks, broken down by
scope line item, as part of the scope test.
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It will apply this test by secking to understand how the expenditure proposed relates
to the activities being undertaken, and how these activities relate to the scope, based
on the definition and having regard to Schedule 2.

In considering the matter of scope it is also necessary to take into account the relevant
specifications for providing the services. For performance in excess of the minimum
Victorian specifications, distributors will need to provide a separate cost/benefit
analysis quantifying benefits to the distributor, retailers and end customers, and
demonstrating why regulated tariffs should provide the revenue required.

. $ S g 0o+
10 2 4

“Functionality Specification™ means the minimum State-wide functionality requirements
and performance levels set out in sections 3 and 4, respectively, of the document entitled
“Minimum AMI Functionality Specification (Victoria)” approved by the Minister and
published on the Department’s website on 18 October 2007, as amended in accordance with
clause 6 from time to time.

“Service Levels Specification” means the services and minimum service levels set out in
section 4 of the document entitled “Minimum AMI Service Levels Specification (Victoria)”
approved by the Minister and published on the Department’s website on 18 October 2007, as
amended in accordance with clause 6 from time to time.

“Specifications” means the Functionality Specification and the Service Levels
Specification.
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