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Agenda

_

10:00 am Registration

10:15 am AER presentation of its draft decision (30 mins)

10:45 am Consumer Challenge Panel (CCP) presentation (30 mins)
11:15 am Q&A (30 mins)

11.45 am AER: Next steps



Overview

* On 26 October the AER released Its draft
decision for ElectraNet

* This presentation:

— Qutlines how the draft decision was
made

—Provides an overview of the decision
— Sets out the next steps
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Background

» QOur draft decision is only the latest
step in a comprehensive consultation

 ElectraNet initiated consultation with

Its customers 18 months before its
proposal

* We released an issues paper, hosted
a forum and called for submissions
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ElectraNet's consultation

Our customer engagement joumey

Consumer Advisory

Panel convened

Wi established a Consumer Adviscry Panal which brought
together 12 peak organisafions represanting a wide range
‘of customer interests. The panel provides a dedicatad
o vehicle for our ongoing engagement and oollabaration
¥ with customer representatives, and halps us to batter
ébq' undarstand their noads and intarcsts.

Customer Engagement

Program developed
o Phae

Wa mada sure our customear
engagement process was morg
o effective by having the panel help
,é' us identify the range of diferent

& the services we provide. With
W the assistance of tha panal, wa
designed an engagemant process

Wider stakeholder
feedback sought

- The key themes of affordability, reliabiity and customer

Early engagement o choice had bacome evidant, and were tasted in public
approach proposed q?;\ forums and @ wider program of in-dapth interviews
."e\ conducted with customer represantatives, direct and

e proposed & diferent v indirect customers and indusiry bodies.
and mare collaborative arly 'é@
aengagaement approach, which ¥
both the panel and the AER w

to give each group a voica.

Network Vision Issue§ and. ;.mormes
identified
developed

The panal then identified, refined
Based on the feedback received, we rafined

and ranked the issues and priorities
our Network Vision, which states that the ihat should shape our planning and
transmission network will defivar affordabie and the areas of engagement with wider
raliable power supples that support customer groups of stakeholders,
choices for a sustainable future. This is supported e

by key directions that addrass the way customer
pricrities and feedback will continue to ba
incorporated in our business in the future. db

Key directions and
priorities workshopped

Wi then began discussing the key concapts
of the Praliminary Revenus Proposal with the
panal, and a working group of panal members
was formed to work through our indicative

[ ]
axpanditurs proposals in mors detall. % ’I\

Technical £
workshops & Final directions and

plans workshopped

‘Wa convened a series of tachnical ‘deep dive’ workshops to explain
‘our approach to transmission planning and our Preliminary Revenue Wea briafed the Consumer Advisory Panal
Proposal. Thess workshops were attended by Consumer Advisory on the outcomes of our consultation and
Panel members and the AER. Members of the AER's Consumer oonvaned a further technical workshop to
Challengs Panel also atfended thess sassions, explain the proposad changes to our capital
expenditure program, attended by panel

o A members, the AER and represantatives of

# 5, TaAes Conoumar g Pana
T f 1 4

Preliminary Revenue

i ‘We published cur Preliminary Revenue Proposal, reflecting
Proposal published faadback on the issues and priorities identifisd by the pand,
and balancing network sataty, sscurity, reliabiity and cost. Wa
imvited submissions from customars, representatives and othar
stakeholdars, and held metropolitan and regional forums with
stakeholdars fo discuss our proposals.

NOW A

Further datails on our customer engagemeant program are available at electranst.com.au
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Black system event

* On 28 September 2016 South
Australia suffered a “black system
event” triggered by a violent storm

* We allowed ElectraNet a 8 week
delay to submit its proposal

* ElectraNet proposed a 13% increase
IN capex as a result
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What was ElectraNet’'s proposal?

* ElectraNet proposed reductions in its
capex, opex and RAB

* ElectraNet applied our rate of return
guideline

» ElectraNet proposed a revenue
reduction
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Proposed opex
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Proposed capex
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What Is our draft decision?

* We have accepted most aspects of
ElectraNet’s proposal (including
capex and opex).

 The differences are:

— Forecast inflation

— Imputation credits

— Return on capital
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Forecast inflation

* We are currently reviewing our
approach to forecasting inflation

* Our preliminary position, applied In
our draft decision, is to maintain the
current approach

* Submissions are due Monday, 6
November 2017
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Value of imputation credits

* We have applied our current
approach for all networks

 After ElectraNet submitted its
regulatory proposal this approach
was upheld by the Full Federal Court
In May
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Return on capital

* We agree with ElectraNet, but have
used updated interest rates

* Interest rates are lower than they
were when ElectraNet prepared Its
revenue proposal
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What Is our draft decision?

400
. /
300 - 57 I I TI7 U
250
Total revenue 200
{$m, 2017-18)
150
100
50
0 T T T T T T T T T T T T T T 1
B S S S SN N S . - A A i
§F & 5 o @ ¥ ¢ o & & 9 o
AT AT AR AR AR AR AT AR AR AR ART AR AR AR AR
—— A ctual i A|lOW e d == Proposed (smoothed) = == = AER draft (smoothed)

AUSTRALIAN
— ENERGY
REGULATOR



Potential bill impacts

* We estimate that our draft decision would
lead to average annual residential
electricity bills:

— decreasing by about $22 or 0.9% in 2018-19

— being $2 or 0.1% less than the current level in
2022-23

 However, we expect changes which we
will consider in our final decision
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What could lead to change?

* ElectraNet is likely to increase its opex forecast
given:

— changes to the management of power system frequency
and

— the System Security Market Frameworks review

* We have also allowed five “contingent projects”

— Three for addressing current power system security
and reliability issues

— Two projects for reinforcing ElectraNet's network for
specific load growth scenarios |



Next steps

Revised revenue proposal due 2 January 2018

Submissions due 29 January 2018

No later than
30 April 2018

AER release of final decision

AER contact: ElectraNet2018@aer.gov.au /\R ENERGY
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