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1 The AER’s Determination for ActewAGL 

Clause 6.12.1 (as modified by clauses 11.55 and 11.56) and clauses 11.56.1 and 11.56.3 of the 

National Electricity Rules (NER) give the AER the role to determine the following for ActewAGL. 

1.1 Length of regulatory control period 

The AER determines that the transitional regulatory control period will be one year, commencing on 

1 July 2014 and ending on 30 June 2015. 

1.2 Classification of services 

The AER determines that, for the transitional regulatory control period, services provided by 

ActewAGL should be grouped and classified as set out in table 1.1. This is consistent with the Stage 1 

framework and approach paper, which is a modification of the classification of services in the current 

regulatory control period.
1
 

Table 1.1 AER determination for the classification of distribution services for ActewAGL 

AER service group 
Proposed classification of 

distribution services 

Proposed classification of direct 

control services 

Network services Direct control Standard control 

Connection services Direct control Standard control 

Metering services 

Types 1 to 4 

Types 5 to 6 

Type 7 

 

Unclassified 

Direct control 

Direct control 

 

 

Alternative control 

Alternative control  

Ancillary network services Direct control Alternative control  

Source:  AER analysis. 

1.3 Incentive schemes 

The AER determines that the efficiency benefit sharing scheme (EBSS) that will apply to ActewAGL 

for the transitional regulatory control period is that applied to ActewAGL in the current regulatory 

control period, with modifications to align it with version 2 of the EBSS and applied as if the 

transitional regulatory control period was the first year of the subsequent regulatory control period. 

This is consistent with the Stage 2 framework and Approach paper. 

The AER determines that no: 

 capital expenditure sharing scheme (CESS), or  

 small scale investment scheme,  

is to apply to ActewAGL in the transitional regulatory control period. 

                                                      

1
  AER, Stage 1 framework and approach paper – ActewAGL, March 2013. 
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The AER determines that Part A of the demand management innovation allowance (DMIA), which 

applied to ActewAGL in the current regulatory control period, applies to ActewAGL in the transitional 

regulatory control period. However, Part B of the DMIA and the D-Factor scheme do not apply in the 

transitional regulatory control period. The DMIA is a component of the demand management incentive 

scheme (DMIS). The rules have since changed the name from DMIS to demand management and 

embedded generation connection incentive scheme (DMEGCIS). 

The revenue rewards and penalties of the service target performance incentive scheme (STPIS) did 

not apply to ActewAGL in the current regulatory control period and the AER determines that they will 

not apply in the transitional regulatory control period. However, the reporting obligations did apply in 

the current regulatory control period and the AER determines that they continue to apply. 

1.4 Appropriate amounts, values or inputs  

The AER determines that all appropriate amounts, values and inputs are as set out in this 

determination. 

1.5 Control mechanisms 

Standard control services 

The relevant control mechanism and formulae for standard control services is as set out in the 

Stage 1 framework and approach paper.
2
 The AER determines to apply an average revenue cap to 

standard control services with a basis of CPI-X form to standard control services for the transitional 

regulatory control period. 

Alternative control services 

The AER determines to apply price cap regulation to alternative control services in the transitional 

regulatory control period. Alternative control service prices in the transitional regulatory control period 

must be the current prices escalated by CPI.
3
 

The AER determines to apply the following formulae to alternative control services, which remain 

classified as alternative control services. The AER considers that the formula gives effect to the cap 

on the prices of individual services: 

t
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Where: 

t

ip
is the cap on the price of service i in year t 

t

ip
is the price of service i in year t 

                                                      

2
  AER, Stage 1 framework and approach paper – ActewAGL, March 2013. 

3
  NER, clause 11.56.3(j). 
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tCPI
is the percentage increase in the consumer price index. 

t

iX
is the X-factor for service i in year t. For 2014–15, 

t

iX
 is set at zero. 

0

ip
is the cap on the price of service i in the transitional regulatory control period. As specified in the 

transitional rules, 
0

ip
will be prices from the final year of the 2009–14 regulatory control period 

escalated by CPI. 

t

iA
is an adjustment factor. Likely to include, but not limited to adjustments for residual charges when 

customers choose to replace assets before the end of their economic life. For 2014–15 
t

iA
 is set at 

zero. 

For alternative control services that currently do not have an individual price, the AER approves 

ActewAGL's approach in its transitional regulatory proposal to impose cost-reflective pricing in the 

transitional regulatory control period. 

Applying the formula above, the list of prices set out in Appendix A are the charges that will apply for 

ActewAGL’s alternative control services for the transitional regulatory control period.  

1.6 Manner of demonstration of compliance with the control 

mechanism 

The manner of demonstration of compliance with a relevant control mechanism is as set out in the 

Stage 1 framework and approach paper.
4
 

1.7 Pass throughs 

The AER determines that pass through events for the transitional regulatory control period will be: 

 the same additional pass through events that were decided in the distribution determination for 

the current regulatory control period for ActewAGL; and 

 the "terrorism event" as defined in the Rules immediately prior to the date the National Electricity 

Amendment (Cost pass through arrangements for Network Service Providers) Rule 2012 came 

into force. 

1.8 Negotiating framework 

The AER determines that the negotiating framework that is to apply to ActewAGL for the transitional 

regulatory control period is the negotiating framework that was approved as part of the distribution 

determination for the current regulatory control period for ActewAGL.  

                                                      

4
  AER, Stage 1 framework and approach paper – ActewAGL, March 2013. 
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1.9 Negotiated distribution service criteria 

The AER determines that the negotiated distribution service criteria for ActewAGL for the transitional 

regulatory control period are the negotiated distribution service criteria that were specified as part of 

the distribution determination for the current regulatory control period for ActewAGL.  

1.10 Assigning retail customers to tariff classes 

The AER determines that the procedures for assigning retail customers to tariff classes or reassigning 

retail customers from one tariff class to another, including any applicable restrictions, are the same as 

those specified as part of the distribution determination for the current regulatory control period for 

ActewAGL.  

1.11 Depreciation 

The AER determines to use the same depreciation approach which applies in the current regulatory 

control period to establish the regulatory asset base at the commencement of the subsequent 

regulatory control period.  

1.12 Reporting on recovery of charges and adjustments 

The AER determines that ActewAGL is to report on its recovery of designated pricing proposal 

charges and on the adjustments to be made to subsequent pricing proposals in the same manner as 

during the current regulatory control period for ActewAGL.  

1.13 Reporting on the recovering of jurisdictional scheme amounts and 

adjustments 

The AER determines that ActewAGL is to report to the AER on its recovery of jurisdictional scheme 

amounts and on the adjustments to be made to subsequent pricing proposals in the same manner as 

during the current regulatory control period. 

1.14 Annual revenue requirement 

The AER does not approve ActewAGL's annual revenue requirement proposal. The AER is not 

satisfied that the amount is such that the recovery of it by ActewAGL is reasonably likely to minimise 

variations in prices between the relevant regulatory control periods and years. 

The AER approves $145 million ($nominal) as the annual revenue requirement for ActewAGL's 

distribution network for the transitional regulatory control period which we are satisfied meets the 

applicable requirements of the NER. 

Under the revenue yield approach applying to ActewAGL’s distribution network, ActewAGL will need 

to apply an X factor of 19.59 per cent for 2014–15 in its control mechanism equation. This real 

decrease in average distribution charges reflects the transfer of previously classified distribution 

charges to transmission charges (14.75 per cent) and other distribution cost reductions 

(4.84 per cent). 

The AER approves $28 million ($nominal) as the annual revenue requirement for ActewAGL's 

transmission network for the transitional regulatory control period which we are satisfied meets the 

applicable requirements of the National Electricity Rules. 
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1.15 Pricing methodology for dual function assets 

The AER approves the pricing methodology submitted by ActewAGL with its transitional regulatory 

proposal as the pricing methodology for transmission standard control services.
5
 

1.16 Connection policy 

The AER determines that the connection policy in Appendix B will apply to ActewAGL for the 

transitional regulatory control period. 

                                                      

5
  ActewAGL, Transitional Regulatory Proposal, Attachment D, January 2014 
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Appendices 
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A Alternative control service price list 

A.1 ActewAGL—ancillary network services 
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B Connection policy to apply to ActewAGL 
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