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	Shortened form
	Extended form

	AEMC
	Australian Energy Market Commission

	AEMO
	Australian Energy Market Operator

	AER
	Australian Energy Regulator

	AMI
	advanced metering infrastructure

	augex
	augmentation expenditure

	capex
	capital expenditure

	CCP
	Consumer Challenge Panel

	CESS
	capital expenditure sharing scheme

	CPI
	consumer price index

	DRP
	debt risk premium

	DMIA
	demand management innovation allowance

	DMIS
	demand management incentive scheme

	distributor
	distribution network service provider

	DUoS
	distribution use of system

	EBSS
	efficiency benefit sharing scheme

	ERP
	equity risk premium

	Expenditure Assessment Guideline
	Expenditure Forecast Assessment Guideline for electricity distribution

	F&A
	framework and approach

	MRP
	market risk premium

	NEL
	national electricity law

	NEM
	national electricity market

	NEO
	national electricity objective

	NER
	national electricity rules

	NSP
	network service provider

	opex
	operating expenditure

	PPI
	partial performance indicators

	PTRM
	post-tax revenue model

	RAB
	regulatory asset base

	RBA
	Reserve Bank of Australia

	repex
	replacement expenditure

	RFM
	roll forward model

	RIN
	regulatory information notice

	RPP
	revenue and pricing principles

	SAIDI
	system average interruption duration index

	SAIFI
	system average interruption frequency index

	SLCAPM
	Sharpe-Lintner capital asset pricing model

	STPIS
	service target performance incentive scheme

	WACC
	weighted average cost of capital
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The NER require us to make constituent decisions on:
the negotiating framework that is to apply to Jemena (which may be as proposed by the distributor, some variant of it, or a framework substituted by us),[footnoteRef:1] and [1:  	NER, cl. 6.12.1(15).] 

a decision on the negotiated distribution service criteria (NDSC) for the distributor.[footnoteRef:2] [2:  	NER, cl. 6.12.1(16).] 

Jemena submitted an amended negotiating framework as part of its revised regulatory proposal for our consideration.[footnoteRef:3] [3:  	Jemena, Revised revenue proposal at p. 62 and Attachment 10.05, Revised negotiating framework, January 2016. ] 

The NDSC set out criteria that a distributor must apply in negotiating terms and conditions including the prices for negotiated distribution services. They also contain the criteria that a commercial arbitrator must apply to resolve disputes about such terms and conditions and/or prices. This section sets out our final decision on Jemena's negotiating framework and NDSC. 
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Negotiating framework
In our preliminary decision, we proposed a variation to Jemena's negotiating framework for the 2016–20 regulatory control period.[footnoteRef:4] Specifically, our preliminary decision was to: [4:  	NER, cl. 6.12.1(15).  ] 

amend section 6 of Jemena's negotiating framework to refer to Part L of Chapter 6 of the NER rather than Chapter 8 of the NER[footnoteRef:5]  [5:  	To comply with NER, cl. 6.7.5(c)(6) and refer to the correct dispute resolution provisions under the NER.] 

otherwise adopt Jemena's proposed negotiating framework.
Jemena's revised proposed negotiating framework for the 2016−20 regulatory control period adopts the variation set out in our preliminary decision in full. Therefore, our final decision is to accept Jemena's revised proposed negotiating framework[footnoteRef:6] as set out in appendix A.  [6:  	Jemena, Revised revenue proposal, attachment 10.05, Revised negotiating framework, January 2016.] 

Negotiated distribution service criteria
Our final decision is to retain the NDSC that we published for Jemena in May 2015[footnoteRef:7] for the 2016–20 regulatory control period. The NDSC give effect to the negotiated distribution service principles.[footnoteRef:8]  [7:  	AER, Proposed Negotiated Distribution Service Criteria for Victorian distributors – period commencing 1 January 2016, May 2015. ]  [8:  	NER, cl. 6.7.1.] 

[bookmark: _Toc404684206][bookmark: _Toc408404905][bookmark: _Toc451415623]AER’s assessment approach
Negotiating framework
To be approved, a proposed negotiating framework must specify the obligations in clause 6.7.5(c) of the NER. We examined whether Jemena's proposed negotiating framework has done that. 
Negotiated distribution services criteria
We consider NDSC that reflect the negotiated distribution service principles would satisfy the NER. Therefore we assessed whether our proposed NDSC reflect the negotiated distribution service principles in clause 6.7.1 of the NER. 
[bookmark: _Toc404684207][bookmark: _Toc408404906][bookmark: _Toc451415624]Reasons for final decision 
Negotiating framework
We approve Jemena's revised proposed negotiating framework because it specifies the minimum requirements of the NER.[footnoteRef:9] A negotiating framework must specify a number of minimum requirements set out in the NER. Those requirements include, among other things, a statement that a distributor will negotiate in good faith and a process for dealing with disputes.  [9:  	NER, cl. 6.7.5(c).] 

Table 17.1 summarises our assessment of Jemena's revised proposed negotiating framework. It indicates where in Jemena’s negotiating framework the relevant NER requirements are addressed. Our view is that each of the NER requirements for a negotiated framework is satisfactorily addressed.
[bookmark: _Ref417314743]Table 17.1	AER's assessment of Jemena's revised proposed negotiating framework 
	NER requirements 
	Requirement addressed in Jemena's negotiating framework

	Requirement for a distributor and applicant[footnoteRef:10] to negotiate in good faith— cl. 6.7.5(c)(1) [10:  	An applicant or service applicant is the person who wishes to receive a negotiated distribution service. NER, ch. 10. ] 

	Section 1.5 of Jemena's framework

	Requirement for a distributor to provide all such commercial information reasonably required to enable the applicant of a negotiated distribution service to engage in effective negotiations— cl. 6.7.5(c)(2)
	Section 4 of Jemena's framework

	Requirement for a distributor to identify and inform the applicant of the reasonable costs of providing the negotiated service; demonstrate the charges reflect costs and have appropriate arrangements for assessment and review of the charges and the basis on which they are made— cl. 6.7.5(c)(3)
	Section 4 of Jemena's framework

	Requirement for the applicant to provide all such commercial information reasonably required for a distributor to engage in effective negotiation— cl. 6.7.5(c)(4)
	Section 3.1 of Jemena's framework

	Requirement to specify a reasonable period of time for commencing, progressing and finalising negotiations; and a requirement for each party to use their reasonable endeavours to adhere to those time periods during the negotiation— cl. 6.7.5(c)(5)
	Section 2 of Jemena's framework

	Requirement to specify a process for dispute resolution in accordance with the relevant provisions for dispute resolution— cl. 6.7.5(c)(6)
	Section 10 of Jemena's framework

	Requirements to specify arrangements for the payment of a distributor's reasonable direct expenses incurred in processing the application to provide the negotiated distribution service— cl. 6.7.5(c)(7)
	Section 7 of Jemena's framework

	Requirement for a distributor to determine the potential impact of the provision of a negotiated distribution service on other distribution network users— cl. 6.7.5(c)(8)
	Section 6 of Jemena's framework

	Requirement for a distributor to notify and consult with any affected distribution network user and ensure that the provision of the negotiation distribution service does not result in noncompliance with obligations in relation to other network users under the NER— cl. 6.7.5(c)(9)
	Section 6 of Jemena's framework

	Requirement that the distributor publish the results of negotiations on its website − cl. 6.7.5(c)(10)
	Section 9 of Jemena's framework


Source:	AER analysis. 
Negotiated distribution services criteria
In May 2015, we published an invitation for submissions on our proposed NDSC for the Victorian distributors including Jemena. We did not receive any submissions in response to our proposed NDSC. The NDSC we have decided to apply to Jemena follow:
National Electricity Objective
1. The terms and conditions of access for a negotiated distribution service, including the price that is to be charged for the provision of that service and any access charges, should promote the achievement of the national electricity objective.
Criteria for terms and conditions of access
Terms and Conditions of Access
2. The terms and conditions of access for a negotiated distribution service must be fair and reasonable and consistent with the safe and reliable operation of the power system in accordance with the NER.
3. The terms and conditions of access for a negotiated distribution service (including in particular, any exclusions and limitations of liability and indemnities) must not be unreasonably onerous taking into account the allocation of risk between a distributor and any other party, the price for the negotiated distribution service and the costs to a distributor of providing the negotiated distribution service.
4. The terms and conditions of access for a negotiated distribution service must take into account the need for the service to be provided in a manner that does not adversely affect the safe and reliable operation of the power system in accordance with the NER.
Price of Services
5. The price for a negotiated distribution service must reflect the costs that a distributor has incurred or incurs in providing that service, and must be determined in accordance with the principles and policies set out in the relevant Cost Allocation Method.
6. Subject to criteria 7 and 8, the price for a negotiated distribution service must be at least equal to the cost that would be avoided by not providing that service but no more than the cost of providing it on a stand-alone basis.
7. If a negotiated distribution service is a shared distribution service that:
i. exceeds any network performance requirements which it is required to meet under any relevant electricity legislation: or
ii. exceeds the network performance requirements set out in schedule 5.1a and 5.1 of the NER,
then the difference between the price for that service and the price for the shared distribution service which meets network performance requirements must reflect a distributor’s incremental cost of providing that service (as appropriate).
8. If a negotiated distribution service is the provision of a shared distribution service that does not meet or exceed the network performance requirements, the difference between the price for that service and the price for the shared distribution service which meets, but does not exceed, the network performance requirements should reflect the cost a distributor would avoid by not providing that service (as appropriate).
9. The price for a negotiated distribution service must be the same for all Distribution Network Users unless there is a material difference in the costs of providing the negotiated distribution service to different Distribution Network Users or classes of Distribution Network Users.
10. The price for a negotiated distribution service must be subject to adjustment over time to the extent that the assets used to provide that service are subsequently used to provide services to another person, in which case such adjustment must reflect the extent to which the costs of that asset are being recovered through charges to that other person.
11. The price for a negotiated distribution service must be such as to enable a DNSP to recover the efficient costs of complying with all regulatory obligations or requirements associated with the provision of the negotiated service.
Criteria for access charges
Access Charges
12. Any charges must be based on costs reasonably incurred by a distributor in providing distribution network user access, and, in the case of compensation referred to in clauses 5.5(f)(4)(ii) and (iii) of the NER, on the revenue that is likely to be foregone and the costs that are likely to be incurred by a person referred to in those provisions where an event referred to in those provisions occurs (as appropriate).
13. Any charges must be based on costs reasonably incurred by a distributor in providing transmission network user access to services deemed to be negotiated distribution services by clause 6.24.2(c) of the NER, and, in the case of compensation referred to in clauses 5.4A(h) to (j) of the NER, on the revenue that is likely to be foregone and the costs that are likely to be incurred by a person referred to in those provisions where an event referred to in those provisions occurs (as appropriate).
This attachment therefore sets out our constituent decisions on the negotiating framework and NDSC to apply to Jemena for the 2016–20 regulatory control period. 
[bookmark: _Toc404684208][bookmark: _Toc408404907]Jemena's negotiating framework
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Savoss.
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33 CONFIDENTIALITY REQUIREMENTS
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‘Commersia Infomation provided by the Service Applcan to JEN. The tams of the confidentilty
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413 Forthe purpose of paragraph 4.1.2C, JEN will have approprate amangements {0 assess and review
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42 CONFIDENTIALITY REQUIREMENTS

421 Commersal Information povided by JEN in accordance wit paragraph &1 may be provided subject
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Infomason provided by JEN to the Senvice Applicant. The tams of the confdentaly agreement
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6 CONSULTATION WITH AFFECTED PARTIES
61 JENTO DETERMINE POTENTIAL IMPACT ON DISTRIBUTION NETWORK USERS

JEN wil determine the potanial impact on Distibuion Network Users, oher than the Senvice Applcan, of the
provision o the Negatisted Disisbsion Service

62 JENTONOTIFYAND CONSULT

JEN will nosty and consul with any afected Distbuion Nework Users and ensure that the provison of the
Negotiated Distibuion Servos does not resull n non-complance wih obligatons. in reaton 1o other
Distnbution Network Ussrs under the .

7 PAYMENT OF JEN'S COSTS

74 APPLICATIONFEE

711 Priorto commencing negaiaions, the Servios Applicant must pay an application es to JEN.

72 The applcaton fee il e deternined by JEN based upon an estimate of e minimum reasonable

direct Costs ina wil be incured by JEN in relaton 1 the Service Applicants applcaton for the
provison of e Negatiated Disisbuion Service

72 DIRECTCOSTS

721 From sme to Sme, JEN may give the Service Applicant 3 notics sating out an sstimats of sny.
reasonable direct Costs that il be ncurred by JEN n relation 0 the Service Applants applicaton
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parsgraph 7
8 TERMINATION OF NEGOTIATIONS
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82 TERMINATION BY JEN

JEN may terminate 2 negosiaion under i negotiating framework by giving the Servis Applicant writen notice
of i dasison t do 20 where:

821 JEN balives on rassonsbie grounds that the Serice Applicant is nat Gonductig the negatistion
nder s negotiaing framework in good at.

822 JEN ressonsbly believes that the Senvios Appicant wil not scquire any Negofisied Distibuion
Serviearor

823 an actof Solincy Default oonursn relaionto the Servie Applicant.

9 PUBLICATION OF RESULTS OF NEGOTIATION

91 JENTOPUBLISHRESULTS

At the conclusion of the nagotistions between JEN and the Service Appicant. whether by way of sgrsed
utoome or terminaton pursuant t paragraph 8 oftis negotstng ramewcrk, JEN wil ublish the resuts of e
negotiatons on s webst.

92 FORMOF PUBLICATION
JEN Wil pubish e resits deseibed n paragraph 8.1 in  quartely summary on s websie.
10. DISPUTE RESOLUTION

AW disputes between the partes 35 o the tams and conditons of asoess fo the provison of 3 Negotisted
Distnbution Servi wil be desit wih in sccordance wih the Nationsl Slsciricty Law and Fart L of Chapter & of
ne Rues

11, GIVING NOTICES

111 ADDRESS FORNOTICES
Exoept a5 cinerwise indiated in s negoaing framework, 3 natics, consent, information, applicaton or
requestinat mustor may be gven or mada 1 a pary under tis negotiaing ramewerk 5 oy gven or made
= inwring and deeredor postad 1o that pary t i sddress Set ot below.
1 3 party gives the ciher party 5 Business Days' noce of a change of fs address. a nolice, consent,
iformason, applcaton or raquest is oy given or made by that other pary i it s delvered or posted to the.
other parys mos recent address
N

Name:  Jemena Eleciity Networks (Vi) Lt

Address: [To be completed]

POBox:  [Tobe completed]

Fac  [Tobe completed)

Email  [Tobe completed]
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‘Service Applicant

Name:  Senvios Applcant

Address:  The nominsted sdcress of the Senvice Applicant provded in witing to JEN 35 part of the

12

121

‘applcaton
TIME NOTICE IS GIVEN

A notce, consent, nformation. Sppication of requsst s fo b trsted 83 Given or made at the
Tolowing time:

it delvered, when it ef at the relevant address:
it sent by post, 2 Business Days after s posted;

. iftis sen by fax, on receip b the sender of a ransmission control report from the despatching
machine showing he relevant number of pages and the corret destinain machine number o
name of recipient and indicating that the ransmission has been made Wit arfo; o

+ ifsent by emai oncoe acknowiedged as recsied by the addressee.
18 notce, consent, nformation, appicsion or request i deiered sfer the noml business hours

of he party to whom 5 S2nt. 4 0 be irested a5 having baen given or made s the begIg of
e next Business Dy
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12 TERMS & ABBREVIATIONS
121 DEFINITIONS

Inthis document the folwing defisns appy.

Term
Business D3y

Table 121 Definitions

Defiron
A dayon which 38 banks are open for business generally n Webourme. Vicora.

Commersa ifomaton

nciues,butis ot e o, th olowing dasses o fomaton:
+ detals o copersts siucturs.
+ fnancldeas rlevant o redvortiness and commersa k.
+ ounersnporasses;
+ techicalinfermation relevat o the applcaton fr i Negotiated Distuson Senics:
+ fmancal nformationrlevant o th appcston frte Negotsted Dsrbuton Sevs:
+ detals of an aplcaoscomplance withany aw,sandar, e or gudeine,
ot coss ot ncce:
+ consentalnfomaton ovided by ancter perse o sther.

e Servi Apptcant or

-
+ ifomationthat the Sevios Apdcantisproibd, by law, fom éscosing 0 JEN: or
. ifomaton th JEN i pronitc, by law, rom disciosng ot Servi Appicant

“any costs o expenses ncured by JEN i complying wih 145 regoiatng Famenork o
herwise advaning e Sevce Appicants equest o the provision of a Negotated
Disuton S,

=

Jemena Sectrty Networks (Vi) Lic, ABN 82004 051 083

Natonsl Secraty Law

“Tne Natonal Elcti Law st ou  the schedule 0 e Natonal ety (Souh
Austaia) Act 199 of Soun Ausiala, haing fore an efect 25 3law o Vilora pursiant o
‘ection 8 of he National By (Vitori) Ac 2005

+ New publc hts (tat . new ihting types ot suyec to regultedchrge and new,
pubisighing ingreenfield s

+ Alteraion and elocaton of JEN public ghtng asses: 03
+ Resarv fesdar consiucton,

Pusic Lightng Senvioes

e e——
~_istaliog new puble ghtog asses: or
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Term Defiron

~ sterng and rlocatng JEN' exsing puic Fghng asses.

Fues “The Natonal Elctiy Ruls made under the Natoral Slectrety Law
‘Sovency Defaut The ccoumence of any of e folwing events i rltion o the Senvie Applicant

() 30 rginstng pracess o spplcston for e winding up o th Servis Applcnt (ot
han  rvelous o vxatous applaton) s fled i 3 cour r 2 specal esluon s passed o
i upthe Sarvie Applicant and ot s heforethe exraton of &0 days m
v on the Senics Appleant.

(5) 2 receiver, recever and manager oradmiissator s ppoited i respetof o any
part o the assetsof the S Apbcart,or 3 provsionaluidtr s ppoiied o the
‘Senvie Appicant

() 3 morigagee,charges o ther hkge ofseurty. by 1 by or o an agent,
‘tes intopossession of all o any pr of the assets f he Senvoe Appicant

(6) amorigage.chargeor ohr secury s eforced b s heder o becomes enforcsatle
o i become forosabla wh e g of notee. i of tme o fiment o  condtin:
(9 e Sevio Applcant top payment o, or aiis i g s nabity o pay, 5 deis
s heytal e,

0 e Servi Applcant aple for,consens o, o aoqieses i he sppenmentof 3
st e reosver o the S Applcantor any f 5 propery.

(9) 3 court sppots 3 icitor,provonsl bt ecever or s, wheher
permanenta temporar. of al o any par o the Senice pplcants propery:

(%) e Sevi Appicanttake any sip o cbiain proecton o i raned roectin o 15
Criitors underany 3ppcatl sg<tionor 3 mesing  comvened o 3 resltion % assa
0 ppointan asminstator o conlle (2 defned n e Carporatons Act 2001) i rspect
of e Sanvce Appican.

()2 contoller (2 deies in the Crporations Act 2001’ ppoited i respect of any part
of he propery e Senvie Appicant

() excep o reconsiucoramalgamate whie scvet, he Seve Applican enters o
resolves 0 entr o 2 scheme of arangamen, compromis o reconseucion propesed wih
s crasiors (o any S35 of them) o i 5 membere (o any e of ) sropeses 1
organisato,re-arangement moatorum o cthr adminsiaon of e Sevies Appcarts
s

() he Servio Applcant s th suec ofan event descied n secon 452C(2)b)of e
Corporatons A 201, or

1) anyting anaogous o havingasuestantally smilr afec 0 any o h averss specied
‘3bove appens inraaion o the Seve Appicant

Vitoran Reguatory | An Ac fcence, code, uidelin o othr reqtory siment 0 which JEN's subietunder
Insmment ickrianlaw. As 2 he dte i negofstn famevrk ' stblshed, Vicoan Reguory
Insments ncuce winout iméstor:

+ demens Bectrcty Disibuton Lisnce
+ Pubic Ligtng Coce:
+ Bty Industy Gudeine No.14.
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122 INTERPRETATION

Inthis negosating framework, unless the context therwise requres:

+ terms defined n the Rules have the same mesring i s negatistng framework:

s reference o any law orlegisition o egislaiv provision incudes any sistuory modfication.
‘smendment o re-nsciment, and any subordinsts egilation o regulatons ssued under hat legisston
oriegsiatve provision;

 areference t any agreement or document it that agreement or document as amended, novated.
‘Supplemented or repiaoed from tme 1 tme:

+ areference toa paragraph, pan, schedule or aiachment s a refrence o 3 paragraph, pa, schadule or
‘SHachment of orto s document unless otherwise sated.

+ an sxpression mporing s nstursl person incudss any company, st partnership, join verture.
‘2ssociation,corporaton, body corporate o govermanial agency: and

5 covenantor agrasmant on the part of o o mre persons binds them ity snd saverally
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