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Glossary

Shortened forms

AARR Aggregate Annual Revenue Requirement
AER Australian Energy Regulator

ASRR Annual Service Revenue Requirement
CRNP Cost reflective network pricing

MLEC CRNP Modified load export charge cost reflective netwpricing

TNSP transmission network service provider
TUOS transmission use of system
Terms

Appointing providethas the meaning ascribed to it in clause 6A.29df(the
National Electricity Rules.

Contract agreed maximum demameans the agreed maximum demand negotiated
between & NSPand atransmission customer.

Current metered energy offtakeeans metered energyeasured at a connection point
in the current billing period.

Current metered maximum demand offtaleans metered maximum demand
measured at a connection point in the currennigilperiod.

Directly attributablein relation totransmissiorassets refers to assets that are used or
required to provide the relevant priciogtegory of prescribed transmission senvice

Guidelinesmeans th@ricing methodology guidelines

Historical metered energy offtakeeans metered energyeasured at a connection
point in the corresponding billing period two yeasslier.

Historical metered maximum demand offtakeans metered maximum demand
measured at a connection point in the corresportaihigg period two years earlier.

National Electricity Rulesneans the rules as defined in Netional Electricity Law.

1 AEMC, Rule Determinatioriational Electricity Amendment (Pricing of PrescidbEransmission Services)

Rule 2006 No. 221 December 2006, p.34.




1.

1.1

Nature and Authority

Introduction

Theseguidelinesspecify or clarify a number of aspects in relationthe preparation
of aTransmission Network Service ProvidefTNSH proposedgricing methodology
to be submitted to th&ustralian Energy RegulatqAER).

1.2

Authority

Clause 6A.25.1(a) of thidational Electricity Rulesequires theAERto develop, in
accordance with theansmission consultation proceduygsiidelinesrelating to the
preparation of a proposeuicing methodologypy aTNSP

1.3

Role of these guidelines

Theseguidelinesspecify or clarify:

(@)
(b)

(©)

(d)

(€)

1.4

(@)

(b)

(©)

the information that is to accompany a propgsesng methodology

permitted pricing structures for the recoveryh@ locational component of
providingprescribed TUOS services

permitted postage stamp pricing structurepfescribed common
transmission serviceand the recovery of the adjusted non-locational
component of providingrescribed TUOS services

the types ofransmission systeassets that arectly attributableto each
category oprescribed transmission servigesd

those parts of a proposgdcing methodologyor the information
accompanying it that will not be publicly disclosedhout the consent of the
TNSP

Relationship between these guidelines and the
National Electricity Rules

EachTNSPmust develop a proposedcing methodologyor submission to
the AERIn accordance with the requirements of thgasieelinesand the
National Electricity Rules

Thepricing methodologwapproved by thERmust be used by the relevant
TNSR in conjunction with thé&lational Electricity Rulesfor the purpose of
determiningtransmissiorprices in eaclegulatory yearof aregulatory
control period

Clause 6A.17.1 of thidational Electricity Ruleprovides for information to
be provided by th&@ NSPto theAERwhich theAERmay use to monitor,




report on and enforce compliance witlransmission determination
including aTNSPs pricing methodologyA failure by aTNSPto comply with
its pricing methodologynay constitute a breach of clause 6A.24.1(d) ef th
National Electricity Rules

1.5 Confidentiality
The AERs obligations regarding confidentiality and theaosure of information

provided to it by & NSPare governed by theompetition and Consumer Act 2010
theNational Electricity Lawand theNational Electricity Rules

1.6 Definitions and interpretation

(@) In thesguidelinesthe words and phrases presented in italics have th
meaning given to them in:

(1) the glossary; or
(2) if not defined in the glossary, tiNational Electricity Rules

(b) Explanations in thegpuidelinesabout why certain information is required are
provided for guidance only.

1.7 Processes for revision

The AERmay amend or replace tgaidelinesfrom time to time in accordance with
clause 6A.25.1(b)(2) of thidational Electricity Rules

1.8 Version history and effective date

A version number and an effective date of issuéidantify every version of these
guidelines




2. Pricing methodology guidelines

2.1 Information requirements
A TNSPs proposegricing methodologynust contain the following information:

(@) Whether th& NSPis the sole provider girescribed transmission services
within its regionor whether there are multipleNSP providing prescribed
transmissiorservices

(b) If there are multipl& NS providingprescribed transmission servicegthin
its regionthe TNSPshould detail whether it:

(1) has been appointed as e-ordinating Network Service Providfar a
regionunder clause 6A.29.1(a) of thational Electricity Rulesind is
therefore responsible for the allocation of &&RRwithin theregior or

(2) is anappointing providerfor the purposes of clause 6A.29.1(a) of the
National Electricity Rulesnd if so, it should nominate tii®-
ordinating Network Service Providand identify the parts of its
proposedricing methodologwhich will be dealt with by th€o-
ordinating Network Service Provider

(c) Details of how thdARRhas been derived including an explanation of how
the operating and maintenance costs subtractedtfremaximum allowed
revenuen accordance with clause 6A.22.1 of tational Electricity Rules
have been determined and how they will be recoveigttansmissiorprices.

(d) Details of how thé& ARRwill be allocated to derive th@&SRRfor each
category of prescribed transmission seryioeluding:

(1) how theattributable cost share®r eachcategory of prescribed
transmission serviceill be calculated in accordance with clause
6A.22.3 of theNational Electricity Rulescluding:

A. an explanation of how the costs referred tol@se 6A.22.3(a) of
theNational Electricity Rulesvill be calculated; and

B. hypothetical worked examples for eaetegory of prescribed
transmission servige

(2) how the priority ordering approach outlinectlause 6A.23.2(d) of the
National Electricity Rulesvill be applied, including a hypothetical
worked example; and

(3) how asset costs which may be attributable tb prescribed entry
servicesandprescribed exit servicesill be allocated.

(e) Details of how th&ASRRfor eachcategory of prescribed transmission service
will be allocated to eactransmission connection pojnhcluding:




(f)

(1)

(@)

3)

how theattributable connection point cost shd bothprescribed
entry servicegndprescribed exit servicesill be calculated in
accordance with clause 6A.22.4 of thational Electricity Rules
including:

A. an explanation of how the costs referred tolause 6A.22.4(a) of
theNational Electricity Rulesvill be calculated;

B. hypothetical worked examples; and

C. how asset costs allocatedptescribed entry servicemd
prescribed exit servicest aconnection pointwhich may be
attributable to multipléransmission network usensill be
allocated;

how the locational and pre-adjusted non-locetichares gbrescribed
TUOS servicewill be allocated in accordance with 6A.23.3(dtloé
National Electricity Rules

how the locational and adjusted non-locati@mahponents oprescribed
TUOS servicewill be determined and allocateddonnection pointgn
accordance with clause 6A.23.3(c) of tational Electricity Rules

In relation to price structures:

(1)

(2)

3)

(4)

confirm that separate prices will be develofideachcategory of
prescribed transmission service

confirm that the prices f@rescribed entry servicemdprescribed exit
serviceswill be a fixed annual amount, and describe hossghamounts
will be calculated;

outline how the pricing structure for the reeoyof the locational
component oprescribed TUOS servicemsmplies with thesguidelines
and clauses 6A.23.4(e)-(i) of thational Electricity Rulesncluding
outlining:

A. the time period for the allocation génerationto load as
prescribed in clause S6A.3.2(3) of tHational Electricity Rules

B. how prices will be structured to comply with tRational
Electricity Rulesand thesguidelines and

C. the process for deriving the locational chaayeebchbilling
periodand details of any adjustment mechanism applied to
measure of forecast demand once actual demanavsrkn

outline how the postage stamp pricing structarghe recovery of the
adjusted non locational componenipoéscribed TUOS services
complies with thesguidelinesand clause 6A.23.4(j) of thdational
Electricity Rulesand




(9)

(h)

(),

(k)

()

(m)

(n)

(0)

(P)

(@)

(5) outline how the postage stamp pricing structarehe recovery of
prescribed common transmission servicesplies with thesguidelines
and clause 6A.23.4(d) of tidational Electricity Rules

Details of how th& NSPintends to set thprescribed TUOS servidecational
price at newconnection pointsr atconnection pointsvhere the load has
changed significantly aftgarescribed TUOS servidecational prices have
been determined and published by TiNSP.

If aTNSPexpects to calculate a postage stamped pricecor@@nce with
either section 2.3(c)(4)(C) or 2.3(d)(3)(C) of tegsiidelines it must explain
the likely circumstances surrounding the usewfent energy offtaker
current maximum demand offtakeits proposegbricing methodology

A statement of how thericing methodologyives effect to and is consistent
with, the pricing principles foprescribed transmission service€luding an
explanation of how any alternative pricing struetwhich theTNSPwishes to
apply meets the requirements of clause 6A.23.4(@f-{he National
Electricity Rules

Details of any proposed transitional arrangeta¢ineTNSPconsiders
necessary as a result of the implementation qritsng methodology.

Information relating to any prudent discourdgsfrescribed transmission
servicegreviously submitted to thr®ERor expected to be submitted to the
AERwithin the nextegulatory control periocand how those discounts are
proposed to be recovered frdmansmission Network Usens accordance
with clause 6A.26 of thBlational Electricity Rules

Details of billing arrangements wiffransmission Network Useasd
transfers betweenlNSF conducted in accordance with clause 6A.27 of the
National Electricity Rules

Details of the nature @rudential requirementas outlined in clause 6A.28 of
theNational Electricity Rulesind how any capital contributions will be taken
into account in determiningBansmission Network Useéngrices for
prescribed transmission services

If aTNSPhas, in accordance with section 2.5 of thepsidelines provided the
AERwith a confidential version of its propospdcing methodologythe non
confidential version of the propospdcing methodologynust outline the area
or areas where thRENSPis making a claim for confidentiality and why.

Details of any derogation in accordance withater 9 of thdNational
Electricity Rules

Details of any transitional arrangements wiapply in accordance with
chapter 11 of th&lational Electricity Rules

The period over which the propogatting methodologyvill apply.




(n A description of any differences between phieing methodologypplied
during the currentegulatory control periocand that proposed for the next
regulatory control period

(s) Details of how th& NSPintends monitor, and develop records of its
compliance with its approvaaticing methodologythepricing principles for
prescribed transmission servicasd more broadly part J of thational
Electricity Rules

2.2 Permitted (locational) pricing structures

(@) Prices for the recovery of the locational comgt ofprescribed TUOS
servicegnust be based on demand at times of greatesatiin of the
transmission networnd for which network investment is most likelyo®
contemplated in accordance with clause 6A.23.4(#)edNational Electricity
Rules

(b) TheCRNPmethodology and modifiec@RNPmethodology outlined in S6A.3
of theNational Electricity Rulegrovide guidance on the process for cost
allocation for the locational componentmescribed TUOS servicesmd
results in a lump sum dollar amount to be recoveteshctiransmission
connection point

(c) The following measures of demand are be appiig¢de lump sum dollar
amount referred to section 2.2(b) to derive thational price at each
transmission connection point

(1) The currentontract agreed maximum demafmaevailing at the time
transmissiomrices are published) as negotiated fraasmission
customer’sconnection agreement or ttransmission customer
maximum demand in the previous 12 months iftteasmission
customerhas exceeded its currardntract agreed maximum demand
expressed as $/MW/day; or

(2) The average of theansmission customerizalf-hourly maximum
demand recorded atcannection poinon the 10 weekdays when system
demand was highest between the hours of 11:00 20@ in the local
time zone during the previous 12 months, expreasekiIMW/day.

(d) A TNSP(or Co-ordinating Network Service Providenay propose alternative
pricing structures for the recovery of the locatiboomponent oprescribed
TUOS servicewhich it considers give effect to, and are comsistvith the
pricing principles for prescribed transmission seesin theNational
Electricity Rules

(e) If aTNSP(or Co-ordinating Network Service Provigegroposes an
alternative pricing structure for the recoverylod tocational component of
prescribed TUOS servicésmust clearly demonstrate to tAERthat the
alternative pricing structure:




(f)

(9)

(h)

2.3
(@)

(b)

(©)

(1) qives effect to, and is consistent with gneing principles for
prescribed transmission servicestheNational Electricity Rules

(2) improves on the permitted pricing structureslioed in section 2.2(c) of
theseguidelines and

(3) contributes to the NEM objective.

If historical data is unavailable foramnnection poinfor use in either the
allocation of costs to @eonnection pointising theCRNPor modifiedCRNP
methodology outlined in S6A.3 or the calculatiorlaxfational prices outlined
in section 2.2(c) of thegguidelines an estimate of demand must be used
instead.

Thecontract agreed maximum demamaist only be used for the calculation
of the locational component pfescribed TUOS servicgsicing structure if
thetransmission customarconnection agreement or other enforceable
instrument governing the terms of connection oftthesmission customer

(1) nominates a fixed maximum demand for ¢banection pointand
(2) specifies penalties for exceeding tomtract agreed maximum demand

The locational TUOS price calculated in accoaawith thesguidelines
must be applied to a measure of actual, forecasprmract demand to derive
the locational charge.

Permitted (postage stamp) pricing structures

Prices foprescribed common transmission serviaad the recovery of the
adjusted non-locational componentpoéscribed TUOS servicese to be set
on apostage stamp basis accordance with clause 6A.23.4(d) and clause
6A.23.4(j) of theNational Electricity Rulesespectively.

Permissible postage stamp pricing structuregitber the non-locational
component oprescribed TUOS services prescribed common transmission
servicesgnust be based on any one of the following:

(1) eithercontract agreed maximum demamdhistoricalenergy
(2) maximum demanar
(3) an alternative pricing structure.

If a postage stamped structure is based oerratmtract agreed maximum
demandor historicalenergyit must be calculated as follows:

(1) Eachfinancial yearaTNSP(or Co-ordinating Network Service
Providen must determine the following two prices:




(2)

3)

(4)

()

A. anenergy based pricthat is a price per unit of historical metered
energy or current metered energy abanection pointand

B. acontract agreed maximum demapiice that is a price per unit of
contract agreed maximum demaaidaconnection point

Either theenergy based pricer thecontract agreed maximum demand
price applies at aonnection poinexcept for thoseonnection points
where a@ransmission customéras negotiated reduced charges for
prescribed common transmission servioeshe adjusted non-locational
component oprescribed TUOS servicés accordance with clause
6A.26.1 of theNational Electricity Rules

Theenergy based pricand thecontract agreed maximum demamgce
referred to in section 2.3(c)(1) of theg@idelinesmust be determined so
that:

A. atransmission customavith a load factor in relation to its
connection poinequal to the median load factor famnection
pointswith transmission customgrconnected to theansmission
networkin theregionor regiors is indifferent between the use of
theenergy based pricand thecontract agreed maximum demand
price; and

B. the total amount to be recovered by phescribed common
transmission services the adjusted non-locational component of
prescribed TUOS servicelmes not exceed tH&SRRfor each
category of prescribed transmission service

The charge for either thescribed common transmission senacehe
adjusted non locational componentpoéscribed TUOS servicesing
theenergy based prictr abilling periodin afinancial yearfor each
connection poiniust be calculated by:

A. multiplying theenergy based pricky the metered energy offtake
at thatconnection poinin the correspondingilling period two
years earlier (i.ehistorical metered energy offtaker

B. multiplying theenergy based pricky the metered energy offtake
at thatconnection poinin the sam#illing period (current metered
energy offtakpif the historical metered energy offtaienot
available; or

C. multiplying theenergy based pricky thecurrent metered energy
offtakeif the historical metered energy offtakesignificantly
different to thecurrent metered energy offtake

The charge calculated fprescribed common transmission servioes
the adjusted non-locational componenprdscribed TUOS services
using thecontract agreed maximum demapidce for abilling periodin
afinancial yearfor eachconnection poinimust be calculated by




(d)

multiplying thecontract agreed maximum demamace by the
maximum demand for thennection poinin thatfinancial yearand
then dividing this amount by the numberbafing periods in the
financial year

(6) Theenergy based pricer thecontract agreed maximum demance
that applies foprescribed common transmission servioeshe adjusted
non-locational component pfrescribed TUOS servicesust be the one
which results in the lower estimated charge fot pinascribed
transmission service

(7) A contract agreed maximum demapdce must only be used for the
calculation of thgrescribed common transmission servickarge or
the adjusted non-locational componenpadscribed TUOS services
charge if thelransmission customerconnection agreement or other
enforceable instrument governing the terms of cotiore of the
transmission customer

A. nominates @ontract agreed maximum demadiad theconnection
point and

B. specifies penalties for exceeding tomtract agreed maximum
demand

If a postage stamped pricing structure is basadaximum demanid must be
calculated as follows:

(1) Eachfinancial yearaTNSP(or Co-ordinating Network Service
Providen must determine th@aximum demanidased price that is a
price per unit of historical meter@daximum demanadr actual metered
maximum demanheasured at eonnection point

(2) Themaximum demanidased price applies atannection poinexcept
for thoseconnection pointsvhere aransmission customéras
negotiated reduced charges fwescribed common transmission services
or the adjusted non-locational componenpr&scribed TUOS services
in accordance with clause 6A.26.1 of thational Electricity Rules

(3) The charge for either threscribed common transmission servioes
the adjusted non-locational componenpadscribed TUOS services
using themaximum demanbased price for hilling periodin afinancial
year for eachconnection poinmust be calculated by:

A. multiplying themaximum demanblased price by th@maximum
demandat thatconnection poinin the correspondinkilling period
two years earlier (i.enistorical metered maximum demand
offtake; or

B. multiplying themaximum demanidased price by the maximum
demand at thatonnection poinin the samdilling period (current




metered maximum demand offtpiehe historical maximum
demand offtakés not available;

(C) multiplying the maximum demand based pricel®current
metered maximum demand offtélkéne historical metered
maximum demand offtakesignificantly different to theurrent
metered maximum demand offtake

(e) A TNSP(or Co-ordinating Network Service Providanay propose alternative
postage stamp pricing structures which it considers effect to, and are
consistent with thericing principles for prescribed transmission seesin
theNational Electricity Rulesn which case it must clearly demonstrate to the
AERthat the alternative pricing structure is leastaltionary to transmission
network users behaviour and:

(1) qives effect to, and is consistent with gneing principles for
prescribed transmission servicestheNational Electricity Rules

(2) improves on the permitted pricing structuretlioed in section 2.2(c)
and (d) of thesguidelines and

(3) contributes to the NEM objective.
2.4 Attribution of transmission system assets to
categories of prescribed transmission services

(@) The following sections outline the typedrmainsmission system assétat are
directly attributableto eachcategory of prescribed transmission service

(1) The types ofransmission system assé#tat aredirectly attributableto
prescribed entry servicese limited to:

A. substationbuildings,substationand and associated infrastructure
(such as fences, earthing equipment etc);

B. switchgear anglant associated witiyenerators generating
systemgonnection andenerator transformers

C. secondary systems associated with primary syspeaviding
prescribed entry services

D. transmissiorlines owned byf NS connectingyenerators’
generating systents theTNSPs transmission networkand

E. metersassociated witprescribed entry servicemd owned by the
TNSP

(2) The types ofransmission systeassets that adirectly attributableto
prescribed exit serviceare limited to:

10



3)

(4)

substatiorbuildings,substationland and associated infrastructure
(such as fences, earthing equipment etc);

switchgear used to supply the dudrsmissiorvoltageand
associated switchgear at both trensmissiorand sub-
transmissiorvoltagelevel;

transformers which supply the stthhsmissiorvoltagelevel and
associated switchgear at both ttensmissiorand sub-
transmissiornvoltagelevel;

secondary systems associated with primary syspoviding
prescribed exit services

metersassociated witprescribed exit servicemnd owned by the
TNSP and

reactive plantinstalled forpower factorcorrection which provides
benefit toTransmission custom&rconnected at theonnection
point

The types ofransmission systeassets that adirectly attributableto
prescribed TUOS servicese limited to:

A.

substatiorbuildings,substationand and associated infrastructure
(such as fences, earthing equipment etc);

transmissiorlines and associated easements;

switchgear otransmissiorlines and auto-transformers which are
part of thetransmission networknd are switched at tiseibstation
including associated bus work and control and ptae schemes;

auto-transformers which transforultagebetweertransmission
levels;

static and dynamieactiveplant and associated switchgear and
transformation regardless of theltagelevel; and

all system controls required for monitoring aadtrol of the
integratedransmission systemcluding remote monitoring and
associated communicationsad sheddingnd special control
schemes andoltageregulatingplant required for operation of the
integratedransmission system

The types ofransmission systeassets that airectly attributableto
prescribed common transmission serviaes limited to:

A.

B.

substatiorbuildings,substationland and associated infrastructure
(such as fences, earthing equipment etc);

power systensommunications networks;

11



(b)

(©)

2.5
(@)

(b)

(©)

(d)

(€)

(f)

C. control systems

D. network switching centres (excluding generatod system
control functions);

E. static and dynamic reactive contptdnt and associated
switchgear;

F. sparelantand equipment including that installedsabstatios;

G. fixed assets such as buildings and land that@rassociated with
substatioror line easements, (head office buildings, landdture
substatios etc.); and

H. motor vehicles and construction equipment.

In its proposegricing methodologyaTNSPmay include additional types of
transmission systeassets that it considers alieectly attributableto one or
morecategory of prescribed transmission service

A TNSPmust justify the inclusion of any additional typsEdransmission
systemassets referred to in section 2.4(b) ofgbh&lelinesand theAERwill
consider each when assessingThSP’sproposegricing methodology

Disclosure of information

A TNSPshould develop its proposedcing methodologwo that it can be
publicly released by thaER

If a TNSPidentifies information which it considers to benfidential or
commercially sensitive and it considers that primmgdhat information to the
AERIis necessary in order to demonstrate that itsqe@gipricing
methodologyomplies with théNational Electricity Rulesit should include
that information in a confidential version of iteoposedoricing methodology
and provide it to th&ER

The AER will not publicly disclose a confideaitversion of a proposed
pricing methodology.

TheAERconsiders that confidential or commercially semsiinformation is
likely to include details of, or information thatwd readily be used to infer an
individual transmission custom@arprice or charge, premises, negotiated
discountsprudential requirementsr other commercial arrangements relating
to its electricity supply.

If aTNSPconsiders that other information should not be enawablicly
available, it must justify its claim for confideality to theAER

If the AERdisagrees with ANSPs claim that information provided to it is of
a confidential or commercially sensitive nature AR will:

12



(9)

2.6

(1) notify theTNSPof its view, and

(2) allow the TNSP to withdraw the information escind its claim for
confidentiality.

If information is withdrawn under 2.5(f) the REwill:

(1) not take the information into consideration wiassessing the TNSP’s
proposed pricing methodology, and

(2) not publicly disclose that information.

Inter-regional transmission charging arrangements

(a) Where a TNSP is the co-ordinating network servicwider for a region its
pricing methodology is required to detail how itlwdierive the AARR for
prescribed transmission services in that regiariuding any allocation of the
AARR in an interconnected region as agreed betW@&BPs in accordance
with clause 6A.29.3 of the NER

(b) Where a TNSP is the co-ordinating network serviowiper for one or more
regions, it is required to detail how it will calate the modified load export
charge payable to it by the co-ordinating netwakvige provider for each
interconnected region, in accordance with claus28A.2 of the NER

(c) Where there is more than one transmission businessegion, the co-
ordinating network service provider must providéads in its pricing
methodology regarding how it will allocate any amtsureceivable by or
payment to other transmission businesses in aceoedaith clause 6A.29.5
of the NER

(d) When allocating any amounts receivable by or paytdbbther transmission
businesses as per clause 6A.29.5 of the NER, adinating network service
provider is required to specify in its pricing metology that the allocation
of those amounts will be conducted according ta#regional, rather than
inter—regional, network utilisation

(e) If a TNSP has appointed a co-ordinating networkiserprovider in its
region, then that co-ordinating network servicevater must specify the
timetable for provision of all necessary data toitthe calculation of the
inter— and intra—regional transmission charges

() Where a TNSP is a co-ordinating network servicevigier in its region, it
must undertake in its pricing methodology to publietails of modified load
export charges that are to apply for the followfimgncial year on its website
and in accordance with the timeframes specifietienNER

13



(9) Where a TNSP is a co-ordinating network serviceipler in its region, it is
required to specify in its pricing methodology thia 'regulatory year' for
which it will run its modified load export chargest reflective network
pricing methodology (MLEC CRNP) is the previousafitial year completed
at the time at which the MLEC CRNP is being caltada
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