








evidence to the AER of the change event and the AER will make a determination as to the
adjustment amount and how it should be addressed in the revenue determination.

Ell Chapter 6A sets out that when adjusting payments a Network Operator must provide:*
1) adescription of the components to be adjusted

2) thetiming of the adjustment for each component, or relevant trigger event

3) adetailed explanation of the proposed method of indexation, escalation or adjustment

4) identification of the authoritative source (or sources) of indices or data to be used for any
indexation, escalation or adjustment.

Ausgrid expects that in assessing the additional costs or cost savings due to an adjustment event,
the AER will have regard to, amongst other things, whether the additional costs or cost savings are
prudent, efficient and reasonable.

In all cases, adjustment to revenue following a change event can only be claimed or approved to
the extent the relevant costs are not already provided for under the Revenue Determination. Where
a change event could fall under more than one adjustment event category, it will only be claimed
under one category (i.e. there should be no double counting).

2.2 Annual review

Ausgrid proposes that the adjustment process will be undertaken annually. Ausgrid will provide a
submission to the AER by 31 March each year with evidence of any adjustment events that have
occurred over the previous calendar year and Ausgrid’s proposed updates to the Ell post tax
revenue model (EIl PTRM) which will show the adjustments to revenue.

Ausgrid understands that the AER will need some time to review the proposed adjustments,
updated revenue and quarterly payments, and consider compliance with the Revenue
Determination and regulatory requirements. Ausgrid proposes to allow two months for this review,
meaning that the AER will determine any adjustments to the revenue requirement and payment
schedule by 31 May.

Ausgrid will provide the updated quarterly payment schedule to the Scheme Financial Vehicle by
30 June along with the AER’s decision. Any revenue adjustments approved by the AER will take
effect from 1 July of each relevant year.

Reflecting the requirements of the ElIl PTRM, we propose to input the proposed nominal
adjustment values for each year of the regulatory period in real 2025-26 dollars.

2.3 Automatic adjustments

The annual review process will include updates to the quarterly payment schedule to incorporate
the following automatic adjustments once actual data is known:

« therisk free rate (year 1 only)
« inflation (annual update)
« cost of debt (annual update).

The adjustments will be incorporated in the EIl PTRM to update the quarterly payment schedule.

4 Ell Chapter 6A, S6A.1.3(14).
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The updated inflation will be based on actual December-December CPI for weighted average of
eight capital cities from the Australian Bureau of Statistics.

Cost of debt will be based on the approach set out in the 2022 Rate of Return Instrument (2022
RORI), the averaging periods provided in Chapter 6 of this Revenue Proposal, and the transition to
the trailing average period.

Risk free rate will be based on the approach set out in the 2022 RORI, with the averaging period
provided in Chapter 6 of the Revenue Proposal.

Adjustment events

In addition to the predetermined adjustment events and automatic adjustment mechanisms, Ell
Chapter 6A allows for any other event to be specified in a revenue determination as an adjustment
event for the determination.®

Ausgrid proposes that 18 nominated adjustment events be included in the Revenue Determination
in addition to the predetermined events and automatic adjustment mechanisms.

Each of the nominated adjustment events has been designed to align with the principle set out in
s 37(1)(a) of the Ell Act, namely that:

a network operator is entitled to recover the prudent, efficient and reasonable costs
incurred by the network operator for carrying out the infrastructure project.

In Table 2 we:

o provide a description of each of Ausgrid's proposed adjustment events to apply to the HCC RNI
Project

« explain why each proposed nominated adjustment event is necessary to allow Ausgrid to
recover the prudent, efficient and reasonable costs it will incur in delivering the project.

2.4  Adjustment mechanisms and agreement with EnergyCo

Ausgrid’s proposal in relation to adjustment events reflects what was discussed and agreed with
EnergyCo, with two exceptions that are explained below. Under the Commitment Deed, Ausgrid’s
Revenue Proposal must provide for the DSP Adjustment Events specified in Schedule 11 of the
Commitment Deed and no other adjustments. Schedule 11 of the Commitment Deed is a list of
adjustments that was discussed and agreed between Ausgrid and EnergyCo, including certain
adjustments required to give effect to the contractual arrangements and risk allocation for the
project.

The list of DSP Adjustment Events agreed with EnergyCo, as set out in Schedule 11 of the
Commitment Deed, is set out in Table 2, where the definition of each event in Schedule 11 is in the
second column.

In the third column of Table 2, Ausgrid has provided a simplified explanation for the proposed
adjustment events. The simplified explanation or alternative formulation in the third column is not
intended to be substantively different from the definition in the second column. Rather, the
alternative formulation or explanation of the event is intended to more closely align with how trigger
events for cost pass through or adjustment are typically specified in regulatory determinations.

The two areas in which the explanations in the third column differ from those in the second are:

SEll Chapter 6A, cl 6A.7.3(al)(5).
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