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Note 

This attachment forms part of the AER's draft decision on the distribution determination 

that will apply to Jemena for the 2021ï26 regulatory control period. It should be read 

with all other parts of the draft decision. 

The draft decision includes the following attachments: 

Overview 

Attachment 1 ï Annual revenue requirement 

Attachment 2 ï Regulatory asset base 

Attachment 3 ï Rate of return 

Attachment 4 ï Regulatory depreciation 

Attachment 5 ï Capital expenditure  

Attachment 6 ï Operating expenditure 

Attachment 7 ï Corporate income tax 

Attachment 8 ï Efficiency benefit sharing scheme 

Attachment 9 ï Capital expenditure sharing scheme 

Attachment 10 ï Service target performance incentive scheme 

Attachment 11 ï Demand management incentive scheme and demand management 

innovation allowance mechanism 

Attachment 12 ï Not applicable to this distributor 

Attachment 13 ï Classification of services 

Attachment 14 ï Control mechanisms 

Attachment 15 ï Pass through events 

Attachment 16 ï Alternative control services 

Attachment 17 ï Negotiated services framework and criteria 

Attachment 18 ï Connection policy 

Attachment 19 ï Tariff structure statement 

Attachment A ï Victorian f-factor incentive scheme 
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18 Connection policy 

We are required to approve a connection policy prepared by a distributor under the 

National Electricity Rules (NER).1  

A connection policy sets out the nature of connection services offered by a distributor, 

when connection charges may be payable by retail customers and how those charges 

are calculated. A connection policy:2  

¶ must be consistent with:  

o the connection charge principles set out in chapter 5A of the NER 

o the connection policy requirements set out in part DA of chapter 6 of the 

NER  

o our connection charge guidelines published under chapter 5A3, and  

¶ must detail: 

o the categories of persons that may be required to pay a connection charge 

and the circumstances in which such a requirement may be imposed 

o the aspects of a connection service for which a connection charge may be 

made 

o the basis on which connection charges are determined 

o the manner in which connection charges are to be paid (or equivalent 

consideration is to be given) 

o a threshold (based on capacity or any other measure identified in the 

connection charge guidelines) below which a retail customer (not being a 

non-registered embedded generator or a real estate developer) will not be 

liable for a connection charge for an augmentation other than an extension. 

Our connection charge guidelines for electricity retail customers 

A connection policy must be consistent with our connection charge guidelines for 

electricity retail customers to ensure that connection charges: 

¶ are reasonable and take into account the efficient costs of providing the connection 

services arising from the new connection or connection alteration  

¶ provide, without undue administrative cost, a user-pays signal to reflect the efficient 

costs of providing the connection services 

¶ limit cross-subsidisation of connection costs between different classes (or 

subclasses) of retail customers 

                                                

 
1  NER, Part DA of chapter 6. 
2  NER, cl. 6.7A.1(b). 
3  AER, Connection charge guideline for electricity retail customers, Under chapter 5A of the National Electricity 

Rules Version 1.0, June 2012. 



 

5          Attachment 18: Connection policy | Draft decision ï Jemena 2021ï26 

 

¶ are competitively neutral, if the connection services are contestable. 

18.1 Draft decision 

We do not approve Jemena's connection policy because it does not contain all the 

necessary information, and because it contains some conditions that are inconsistent 

with our connection charge guidelines. 

18.2 Jemenaôs proposal 

Jemena's connection policy provides an outline of its connection services, when 

connection charges may be payable by its retail customers and how those charges are 

calculated.4 

18.3 Stakeholder submissions 

Following stakeholder consultation, we proposed to classify standard connections as 

standard control service consistent with our 2016ï20 determinations for Victorian 

distributors in the final framework and approach.5 Our approach is to classify 

negotiated connections as a direct control service, and further, as a standard control 

service. We did not classify negotiated connection services in our 2016ï20 

determinations for Victorian distributors.6 A classification of standard control is also 

appropriate because connection costs are based on the full cost of providing the 

service, subject to a cost revenue test that takes into account future revenue earned 

from tariffs paid by a connecting customer. Application of the cost revenue test means 

a connecting customer will eventually pay the full cost of their connection and 

contribute to shared network costs. This payment, however, will occur through both 

ongoing payment of distribution tariffs and, if required, a capital contribution. 

Submissions 

We received 21 submissions on the distributors' proposals and our issue paper.7 Of 

these five were directly related to the connection policy. 

Origin Energy's submission was concerned that connection related service are 

charged under alternative control services categories.8 These issues are addressed in 

Attachment 16 ï Alternative control services of our draft decision. 

                                                

 
4  Jemena Distribution Connection Pricing Regulatory Policy, Control Period:1 July 2021 to 30 June 2025. 
5  AER, Final framework and approach, Victorian Distributors, January 2019, p. 36. 
6  AER, Final framework and approach, Victorian Distributors, January 2019, p. 37. 
7  Submissions to AER on the 2021ï26 EDPR proposals can be found on the following webpage: 

https://www.aer.gov.au/networks-pipelines/determinations-access-arrangements/jemena-determination-2021-

26/proposal. 
8  Origin Energy - Submission to Victorian electricity distributors regulatory proposals, 3 June 2020, p. 7. 
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The AERôs Consumer Challenge Panel (CCP17) commented that: 9 

There has also been some mention of a proposed, albeit minor, change to the 

connections policy that applies to all Victorian DBs. If this is the case, we 

commend the work done by Endeavour Energy in New South Wales where, in 

conjunction with CCP10, it was highlighted that any change to connections 

policy should:  

a) Demonstrate a tendency towards 'causer-pays'; and  

b) Include robust engagement with consumers, in particular the DB's 
Customer Consultative Committee, to clearly explain the reasons for the 
change and the implications on all customers.  

Our response: We agree with CCP17 that the connection policy should lead towards 

causer-pays principle. Our connection charge guideline published under Chapter 5A of 

the NER has been prepared to minimise cross-subsidies. 

Evie Networks' submission focused on the relationship between the initial capital 

contribution for connection of new charging stations and the subsequent network tariffs 

that apply to electric vehicles. It considers that the current approved tariff structure 

statements do not appear consistent with the National Electricity Law requirements that 

tariffs are based on the long run marginal cost (LRMC).10 

Our response:  

¶ While related, connection cost is a separate matter from the network tariff. 

Connection charges are about ensuring that only inefficient connections need to 

pay an upfront capital contribution through the application of the cost/revenue  

testïïthis approach will reduce the level of cross-subsidisation between new and 

existing network users. It should also be noted that capital contributions from new 

customers are netted off from distributors' regulated asset base.11 

¶ The objective of the network tariff is about appropriate allocation of network costs to 

network users.  

The Electric Vehicle Council's submission raises the matter of timeliness of 

connections, amongst other matters.12 

Our response: The timelines of connection processes are specified by chapter 5A of 

the NER, hence is not a matter covered by a network's connection policy.  

                                                

 
9  CCP17 - Comments on the Jemena Draft Regulatory Proposal (Draft Plan) as part of the Victorian Electricity 

Distribution Businesses 2021-2025 Regulatory Reset, 30 July 2020, pp. 15ï16. 
10  Evie Networks - Submission on the Victorian Electricity Distribution Regulatory Proposal 2021-26 - June 2020, 

pp.3ï10. 
11  Clause 11.1.1 of the AER connection charge guideline requires that: distribution network service providers must 

implement an accounting treatment which ensures that they do not earn a regulated rate of return on assets which 

are funded by customers or that were gifted to the distribution network service provider. 
12  Electric Vehicle Council - Submission and Attachment A and B on the Victorian Electricity Distribution Regulatory 

Proposal 2021-26 - June 2020, pp.3ï8. 
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Attachment 19 ï Tariff structure statement of this draft decision includes a fuller 

discussion of the issues raised by electric vehicle stakeholders. 

18.4 Assessment Approach` 

We examined the proposed connection policy against the requirements of Part DA of 

chapter 6 of the NER as stated aboveïïwhether it: 

¶  is consistent with the connection charge principles set out in chapter 5A of the 

NER, and our connection charge guidelines 

¶  contains all the information for new customers as prescribed by the NER. 

In addition, we also examined whether: 

¶  other connection related charges included in the connection policy, such as 

metering installation charges, are consistent with the service classification of this 

preliminary determination 

¶  the connection policy contains terms that are not fair and reasonable. 

18.5 Reasons for draft decision  

We have not approved the proposed connection policy because: 

¶ The proposed connection policy states that Jemena's charge will take into account 

the tax liability it will incur as a result of the capital contribution from the connecting 

customer. We acknowledge that, as the capital contribution is a cash receipt from 

the connecting customer, Jemena's tax liability does include such incomes. 

However, we consider that the net charge to the connecting customers should take 

into account the reverse cash flow from the ensuing depreciation of the relevant 

network asset value of the capital contribution. 

¶ The document had insufficient explanation on metering. 

¶ The document suggests that overhead connections not longer than 45m are basic 

connections. We considered that clarification is necessary to spell out that such 

basic connections do not cover the situations where service poles are required to 

achieve the prescribed minimum ground clearance under the Victorian safety 

regulations. 

¶ The policy needs to clarify that the shared network augmentation charge should be 

based on the estimated peak coincident demand of the connection applicant. 

¶ The document states that óReal estate developers are required to fully fund the 

provision of new public lighting assets. The cost of the new public lighting will not 

be included in the cost-revenue-test.ô It does not clarify whether public lighting 

charges are set under alternative control services or as a negotiated service. 



 

8          Attachment 18: Connection policy | Draft decision ï Jemena 2021ï26 

 

We have modified Jemena's proposed connection policy to reflect the above draft 

decision on this matter.13 This revised connection policy is appended to this chapter. 

18.6 Approval of upstream charge rates 

We benchmark Jemena proposed upstream augmentation unit rates Table 5-1 (of the 

proposed connection policy) against its historical cost.    

Comparison with historical cost  

We calculated that Jemena's historical average overall network cost at low voltage 

levels to be about $2,679.73 per kilovolt ampere (kVA) based on its latest Economic 

Benchmarking Regulatory Information Notice reports for 2018ï19.14 This represents a 

charging rate of $1,976 and $1,307 per kVA for residential and non-residential 

customers connecting at the low voltage networks respectively. This historical cost is 

higher than Jemena's proposed charge rates for shared network augmentation for low 

voltage networks at $1,080.36 and $771.68 for residential and non-residential 

customers respectively.  

Our conclusion on the proposed upstream cost based on the above 

comparisons  

We conclude that Jemena's proposed marginal cost for shared network augmentation 

is reasonable because the rate is less than the actual historical cost, which is a good 

representation of the LRMC. 

 

                                                

 
13  Clause 6.12.3(j)(2) provides that we may amend the proposed connection policy to the extent necessary to enable 

it to be approved in accordance with the NER. 
14  Available at www.aer.gov.au at https://www.aer.gov.au/networks-pipelines/network-performance/jemena-network-

information-rin-responses. 
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