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Tablel.1 Proposed rulechange: forecasts of capital expenditure and operating expenditure

No. Currentrule(s) Proposedrule(s) Remarks
[6.1] 6.5.6(c)(1) 6.5.6(c) Revision to:
22288 — remove the requirement that the AER is to
. accept or reject the DNSP’s proposed forecast
6.5.6(d) ,
opex;
— remove the opex criteria; and
— provide that the AER is to determine the
forecast opex that it considers would meet the
efficient costs that a prudent DNSP would
require to achieve the opex objectives.

[6.1.1] 6.4.3(b)(7) 6.4.3(b)(7) Consequential revisions to replace references to
6.5.8(a) 6.5.8(a) ‘accept’ or ‘refuse to accept’ to ‘determine’.
6.12.1(4)(i) 6.12.1(4)
6.12.1(4)(ii)

[6.2] 6.5.6(e) 6.5.6(d) Revision to:

— the chapeau to the opex factors; and
— consequential renumbering amendment.

[6.3] 6.5.6(e)(1) 6.10.1(a) Revision to:
6.5.6(e)(2) 6.10.1(b) _ )
6.5.6(e)(3) 6.10.1(c) relocate procedural opex factors; and

6.11.1(a) — remove requirement that analysis undertaken
6.11.1(b) by or for the AER be published prior to the
6.11.1(d) AER’s decision.

[6.3.1] 6.10.1 6.10.1(d) Consequential renumbering revisions.

6.11.1 6.11.1(e)

6.5.6(e)(4) 6.5.6(d)(1)
6.5.6(e)(5) 6.5.6(d)(2)
6.5.6(e)(6) 6.5.6(d)(3)
6.5.6(e)(7) 6.5.6(d)(4)
6.5.6(e)(9) 6.5.6(d)(6)
6.5.6(e)(10) 6.5.6(d)(7)

[6.4] 6.5.6(e)(8) 6.5.6(d)(5) Revision to opex factor to provide for the AER to
consider whether the forecast opex is consistent
with the incentives provided in each of the service
target performance incentive scheme, the
efficiency benefit sharing scheme, the demand
management incentive scheme and other incentive
scheme or schemes made under clause 6.6.5.

[6.5] 6.5.6(c)(10) 6.5.6(c)(7) Revision to existing opex factor to provide for the
AER to consider any efficient and prudent non
network alternatives may impact the forecast.

[6.6] — 6.5.6(d)(8) New opex factor to provide that the AER may

have regard to a realistic expectation of the
demand forecast and cost inputs (existing opex
criterion at clause 6.5.6(c)(3)).




[6.7]

[6.8]

6.8.1]

[6.9]

[6.10]

[6.10.1]

[6.11]

[6.12]

[6.13]

[6.14]

6.5.7(c)(1)
6.5.7(c)(2)
6.5.7(c)(3)
6.5.7(d)

6.12.1(3)())
6.12.1(3)(ii)

6.5.7(e)

6.5.7(e)(1)
6.5.7(€)(2)
6.5.7(€)(3)

6.10.1
6.11.1
6.5.7(e)(4)
6.5.7(€)(5)
6.5.7()(6)
6.5.7(e)(7)
6.5.7(€)(9)
6.5.7(€)(10)

6.5.7(e)(8)

6.5.7(c)(10)

6.5.6(d)(10)

6.5.7(c)

6.12.1(3)

6.5.7(d)

6.10.1(a)
6.10.1(b)
6.10.1(d)
6.11.1(a)
6.11.1(b)
6.11.1(d)

6.10.1(d)

6.11.1(e)

6.5.7(d)(1)
6.5.7(d)(2)
6.5.7(d)(3)
6.5.7(d)(4)
6.5.7(d)(6)
6.5.7(d)(7)

6.5.7(d)(5)

6.5.7(c)(7)

6.5.7(d)(8)

6.5.7(d)(10)

New opex factor to provide for the AER to have
regard to any factor it considers relevant.

Revision to:

— remove the requirement that the AER is to
accept or reject the DNSP’s proposed forecast
capex;

— remove the capex criteria; and

— provide that the AER is to determine the
forecast capex that it considers would meet the
efficient costs that a prudent DNSP would
require to achieve the capex objectives.

Consequential revisions to replace references to
‘accept’ or ‘refuse to accept’ to ‘determine’.

Revision to:

— the chapeau to the opex factors; and

— consequential renumbering amendment.
Revision to:

— move existing procedural capex factors to
clauses 6.10.1 and 6.11.1; and

— remove requirement that analysis undertaken
by or for the AER be published prior to AER
decision.

Consequential renumbering revisions.

Revision to existing capex factor to provide for
the AER to consider whether the capex forecast is
consistent with the incentives provided in each of
the service target performance incentive scheme,
the efficiency benefit sharing scheme, the demand
management incentive scheme and other incentive
scheme or schemes made under clause 6.6.5.

Revision to capex factor to provide for the AER to
consider any efficient and prudent non network
alternatives may displace parts of the forecast.

New capex factor to provide that the AER may
have regard to a realistic expectation of the
demand forecast and cost inputs (existing capex
criterion at clause 6.5.7(c)(3)).

New capex factor to provide that the AER may
have regard to any factor it considers relevant.




Tablel.2 Proposed rulechange: regulatory asset baseroll forward incentive mechanism
No. Currentrule(s) Proposedrule(s) Remarks
[6.15] S6.2.1(e)(1) S6.2.1(e)(1)(i)(a) Revision to:

$6.2.1(e)(2)
$6.2.1(e)(5)

S6.2.1(e)(1)(i)(b)
S6.2.1(e)(1)(ii)
S6.2.1(e)(1) Note
S6.2.1(e)(4)
S6.2.1(e)(4) Note

— provide that only actual capex (and where
actual capex is not available, estimated capex)
up to the amount of the forecast capex
allowance determined in the distribution
determination for the relevant regulatory
control period adjusted to include (or remove)

the amount of any capex used to determine
any approved pass through amounts or
negative pass through amounts; and

— provide that 60% of any actual capex that
exceeds the forecast capex allowance,

is to be rolled into the regulatory asset base.

[6.15.1] S6.2.1(e)(3) S6.2.1(e)(2) Consequential renumbering revision.
S6.2.1(e)(4) S6.2.1(e)(3)
$6.2.1(e)(5) S6.2.1(e)(4)
S6.2.1(e)(6) S6.2.1(e)(5)
S6.2.1(e)(7) S6.2.1(e)(6)
S6.2.1(e)(8) S6.2.1(e)(7)

[6.15.2] S6.2.1(e)(4) S6.2.1(e)(4) Revision to clarify that all capex must be properly
allocated to the provision of standard control
services in accordance with the cost allocation
methodology.

Table1.3 Proposed rulechange: reopening of distribution determination for capital

expenditure

No. Currentrule(s) Proposedrule(s) Remarks

[6.16] - 6.6.4 New clause to provide a distribution
6.6.4(a) determination to be reopened for capex for an
6.6.4(a)(1) event beyond the reasonable control of a DNSP.
6.6.4(a)(2)
6.6.4(a)(3)
6.6.4(a)(4)

6.6.4(a)(4)(i)
6.6.4(a)(4)(ii)
6.6.4(a)(5)
6.6.4(a)(6)
6.6.4(a)(7)
6.6.4(b)
6.6.4(c)
6.6.4(c)(2)
6.6.4(c)(2)
6.6.4(d)
6.6.4(e)
6.6.4(f)




6.6.4(f)(1)
6.6.4(f)(2)
6.6.4(f)(2)(i)
6.6.4(f)(2)(ii)
6.6.4(f)(2)(iii)
6.6.4(0)

Tablel1.4 Proposed rulechange: amending, revoking or substituting a distribution
determination

No. Currentrule(s) Proposedrule(s) Remarks

[6.17] 6.13(a)(1) 6.13(a)(1) Revisions to provide that the AER may revoke
6.13(a)(2) 6.13(a)(2) and substitute or amend a distribution
6.13(a)(3) determination subject to clause 6.6.4.
6.13(a)(4)

[6.17.1] 6.13(b) 6.13(b) Consequential referencing revisions.
6.13(c) 6.13(c)
6.13(d) 6.13(d)

Tablel.5 Proposed rulechange: contingent projects

No. Currentrule(s) Proposedrule(s) Remarks

[6.18] - 6.6A New rule to provide for contingent projects in a

6.6A.1(a) distribution determination including:

6.6A.1(b)(1)
6.6A.1(b)(2)
6.6A.1(c)
6.6A.1(d)
6.6A.1(e)(1)
6.6A.1(e)(2)
6.6A.1(e)(3)
6.6A.1(f)(1)
6.6A.1()(2)
6.6A.1(N(3)
6.6A.1(f)(4)
6.6A.1(N(5)(i)
6.6A.1(H(5)(ii)
6.6A.2(a)
6.6A.2(b)(1)
6.6A.2(b)(2)
6.6A.2(b)(3)(i)
6.6A.2(b)(3)(ii)
6.6A.2(b)(3)(iii)
6.6A.2(b)(3)(iv)
6.6A.2(b)(3)(v)
6.6A.2(b)(3)(vi)
6.6A.2(b)(3)(vii)
6.6A.2(b)(4)(i)
6.6A.2(b)(4)(ii)
6.6A.2(b)(4)(iii)
6.6A.2(b)(4)(iv)

new clause 6.6A.1 to provide for the AER to
identify any contingent projects in the
distribution determination;

new clause 6.6A.2 to provide for a DNSP to
apply during the regulatory control period for
the AER to reopen the distribution
determination in the event a trigger event for a
contingent project occurs; and

new clause 6.6A.3 to provide for the AER to
develop and publish the Distribution
Contingent Project Guidelines to specify the
appropriate threshold for the purposes of new
clause 6.6A.1(b)(1).




6.6A.2(b)(4)(v)
6.6A.2(c)
6.6A.2(d)
6.6A.2(e)
6.6A.2(e)(1)(i)
6.6A.2(e)(L)(ii)
6.6A.2(e)(L)(iii)
6.6A.2(e)(1)(iv)
6.6A.2(e)(1)(v)
6.6A.2(e)(2)(i)
6.6A.2(e)(2)(ii)
6.6A.2(e)(2)(iii)
6.6A.2(e)(3)
6.6A.2(P)(1)
6.6A.2(N)(2)
6.6A.2(N(3)(i)
6.6A.2(N)(3)(ii)

6.6A.2(Q)
6.6A.3(a)
6.6A.3(b)
6.6A.3(c)
6.6A.3(d)

[6.18.1] - 6.5.6(d)(9) New capex factor and opex factor which provides

6.5.7(d)(9) that the AER may have regard to whether the
forecast of required capex includes any amounts
that should more appropriate be included as a
contingent project.

[6.18.2] - 6.5.7(e) New clauses to allow for any unspent capex for a
6.5.7(f) contingent project during a regulatory control
6.5.7(9) period to be carried over into the next regulatory
6.5.7(h) control period.
6.5.7(i)

[6.18.3] - 6.12.1(3A) New constituent decision requiring the AER to
make a decision identifying the contingent
projects and associated trigger events for the
regulatory control period.

[6.18.4] - S6.1.3(14) New clause to provide that a building block
proposal is to include information regarding
contingent projects (if applicable).

Tablel1l.6 Proposed rulechange: excluding related party margins and capitalised overheads

from theregulatory asset base
No. Currentrule(s) Proposedrule(s) Remarks
[6.19] S6.2.1(e)(1) S6.2.1(e)(1) New clause to provide that related party margins

or capitalised overheads are only included to the
extent that they have been incurred consistently
with and as provided for in the total of the forecast
capex decided in the revenue determination for
that previous period.




Tablel.7 Proposed rulechange: other incentive schemes

No. Currentrule(s) Proposedrule(s) Remarks

[6.20] - 6.6.5(a) New clause to provide for the AER to develop and
6.6.5(b)(1) publish an incentive scheme or schemes other
6.6.5(b)(2) than the service target performance incentive
6.6.5(b)(3) scheme and the efficiency benefit sharing scheme
6.6.5(b)(4) where the AER considers that there are benefits to
6.6.5(b)(5) end users or customers arising from the incentive
6.6.5(c) scheme or schemes.
6.6.5(d)
6.6.5(e)
6.6.5(f)
6.6.5(0)(1)
6.6.5(0)(2)

[6.20.1] 6.3.2(a)(3) 6.3.2(a)(3) New clause to require a building block proposal to
state how any applicable other incentive scheme
or schemes are to apply.

[6.20.2] 6.4.3(a)(5) 6.4.3(a)(5) Revision to require adjustment in the building

6.4.3(b)(5) 6.4.3(b)(5) blocks of any revenue increments or decrements
arising from the application of other incentive
scheme or schemes developed and published
under clause 6.6.5.

[6.20.3] 6.5.6(e)(8) 6.5.6(d)(5) Reuvision to include reference in the operating and

6.5.7(e)(8) 6.5.7(d)(5) capex factors to other incentives scheme.

[6.20.4] 6.12.1(9) 6.12.1(9) Revision to require the AER to make a constituent
decision on how any applicable other incentive
scheme or schemes are to apply.

[6.20.5] - S6.1.3(5A) New clause to require a DNSP to provide in the
building block proposal the values that it proposes
are to be attributed to the parameters for the
purposes of the application to the provider of any
applicable incentive scheme or schemes.

Table1.8 Proposed rulechange: treatment of shared assets

No. Currentrule(s) Proposedrule(s) Remarks

[6.21] 6.4.3(a)(8) Reuvisions to:

6.8.1(b)(2) o
6.12.1(13A) introduce new clause to allow for any revenue

decrement for that year arising from;

— introduce new clause to provide for the AER
to set out in the framework and approach
paper its likely approach to; and

— to require the AER to make a constituent
decision in relation to,




the use or forecast use of assets forming part of
the regulatory asset base for the provision of
services other than the provision of standard
control services.

[6.21.1] 6.4.3(a)(7) 6.4.3(a)(7) Consequential renumbering and referencing
revisions.

Table1l.9 Proposed rulechange: cost of capital

No. Currentrule(s) Proposedrule(s) Remarks

[6.22] 6.5.2(b) 6.5.2(b)(1) Reuvision to:

6.5.2(b)(2) — clarify the chapeau of clause 6.5.2(b); and
— require that the WACC is to be calculated in
accordance with the statement on the cost of
capital.

[6.22.1] 6.5.4(c) 6.5.4(c) Revisions to replace reference to the ‘statement of
6.5.4(f) 6.5.4(f) regulatory intent’ with the ‘statement on the cost
6.5.4(g) 6.5.4(g) of capital’.
6.4.3(b)(2) Note 6.12.1(7)
6.4.3(b)(4) Note
6.12.1(7)

[6.22.2] 6.5.4(d)(1) 6.5.4(d)(1) Consequential referencing revisions.
6.5.4(d)(2) 6.5.4(d)(2)
6.5.4(d)(3) 6.5.4(d)(3)
6.5.4(d)(5) 6.5.4(d)(5)

[6.22.3] 6.12.1(5) 6.12.1(5) Consequential revision to the relevant constituent

decision.

[6.22.4] S6.1.3(9) S6.1.3(9) Revision to require the DNSP’s proposed rate of
return to be calculated in accordance with the
statement on the cost of capital to be included as
part of a building block proposal.

[6.23] 6.5.2(c)(2) Deleted Revision to remove the prescription on how to
6.5.2(c)(2) calculate the nominal risk free rate and the debt
6.5.2(c)(2)(i) risk premium.
6.5.2(c)(2)(ii)
6.5.2(c)(2)(iii)
6.5.2(c)(2)(iv)
6.5.2(d)
6.5.2(e)

[6.23.1] 6.5.4(c) 6.5.4(c) Consequential revisions to remove the reference
6.5.4(d)(4) 6.5.4(d)(4) to the credit rating level, maturity period and bond
6.5.4(d)(6) 6.5.4(f) rates.
6.5.4(e)(1)
6.5.4(f)

[6.23.2] 6.5.4(d)(7) 6.5.4(d)(6) Consequential renumbering revision.

[6.23.3] - 6.5.4(d)(4) New clause to provide for the debt risk premium

to be reviewed.




[6.23.4]

[6.23.5]

[6.24]

[6.25]

6.5.4(€)(3)

S6.1.3(8)

6.5.4(e)(4)(i)
6.5.4(e)(4)(il)
6.5.4(e)(5)
6.5.4(q)
6.5.4(h)(1)
6.5.4(h)(2)
6.5.4()

6.5.4(a)
6.5.4(b)

6.5.4(e)(4)

S6.1.3(8)

6.5.4(e)(4)
6.5.4(e)(5)
6.5.4(q)

6.5.4(a)
6.5.4(b)

Consequential revision to replace reference to

‘parameters’ with ‘matters’ as it is no longer the
case it is only parameters to be reviewed.

Revision to:

remove requirement that a building block
proposal is to specify the commencement and
length of period for the purposes of calculating
the nominal risk free rate; and

require a building block proposal to include
any information required by the statement on
the cost of capital.

Revision to:

remove the reference to the need for
persuasive evidence before adopting a
different value or method of calculating a
parameter which cannot be determined with
certainty; and

preserve the requirements that in undertaking
a review, the AER must have regard to the
previously adopted value or method and the
national electricity objective.

Revision to:

provide that the next review is to be concluded
by 1 March 2014 and subsequent reviews
within five year intervals thereafter; and

provide that a review must be undertaken in
accordance with the distribution consultation
procedures, subject to the reference in rule
6.16(e) to 80 business days being read as a
reference to 100 business days and the AER
not being able to extend the time within which
it is to make the final decision under rule
6.16(g).

Table1.10 Proposed rule change: cost passthroughs

No. Currentrule(s) Proposedrule(s) Remarks
[6.26] 6.2.8(4) 6.2.8(4) Revision to remove the ability for the AER to
6.2.8(5) publish guidelines setting out its likely approach

to determining materiality in the context of
possible pass through events, consequential to
defining material for the purposes of clause
6.6.1: see [10.8].




[6.27] S6.2.1(e)(4) S6.2.1(e)(4) Revision to include the effect of the amount of
any capex included in determining any approved
or required pass through amounts on the total
forecast capex and depreciation for the purposes
of establishing the opening value of the
regulatory asset base.

Table1.11 Proposed rulechange: confidential information

No. Currentrule(s) Proposedrule(s) Remarks

[6.28] 6.8.2(c)(6) 6.8.2(c)(6) Revision to:

6.10.3(c1) — require a DNSP to identify the confidential

6.14.2(e) .
parts of a regulatory proposal or a revised
regulatory proposal;

— remove the reference to the parts of the
proposal that the DNSP wants suppressed,
which is redundant; and

— introduce new clauses to provide for the
AER to give such weight it considers
appropriate to confidential information in a
regulatory proposal or a revised regulatory
proposal.

Tablel1.12 Proposed rule change: submissions and late proposals

No. Currentrule(s) Proposedrule(s) Remarks

[6.29] 6.9.3(a)(2) 6.9.3(a)(2)(i) Revisions to restrict a DNSP from making a
6.9.3(b) 6.9.3(a)(2)(i) submission on its own regulatory proposal and
6.9.3(c) 6.9.3(a)(3) where there are concurrent proposals being

6.9.3(b) assessed, on another DNSP’s regulatory

6.9.3(c) proposal unless there are material differences

6.9.3(d)(1) between the two.

28283% See Australian Government Solicitor, Advice on

6.9.3(d)(4) possible amendments to the National Electricity
" Rules 27 September 2011 (AGS advice), [26]-

[28]; proposed change [1].

[6.30] 6.10.1 6.10.1 Revisions to restrict a DNSP from making a
6.10.2(a)(5) 6.10.1(a) submission on its own revised regulatory
6.10.2(c) 6.10.2(a)(5) proposal and where there are concurrent
6.10.3(a) 6.10.2(a)(6) proposals being assessed, on another a draft
6.10.3(e) 6.10.2(c) distribution determination applying to another
6.11.1 6.10.2(d)(1) DNSP unless there are material differences

6.10.2(d)(2)
6.10.2(d)(3)
6.10.2(d)(4)
6.10.3(a)
6.10.3(e)
6.10.3(f)
6.10.3(g)

between the two.

See AGS advice, [29]-[32]; proposed changes
[2] and [3].
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6.10.3(h)

6.10.3(i)(1)
6.10.3(i)(2)
6.10.3(i)(3)
6.10.3(i)(4)
6.11.1
6.11.1(a)
6.11.1(c)
[6.31] 6.14(a) 6.14.1(a) New clause to specify that the AER:
6.14.1(b)(1) . o
6.14.1(b)(2) — must not consider any submission that does
6.14.1(0) not comply with clause 6.9.3 and 6.10.2;
— any resubmitted or revised regulatory
proposals which are late or do not address
the matters permitted in clause 6.10.3
— may accept corrections or errors that do not
affect the substance of the regulatory
proposal.
See AGS advice, [33]-[39]; proposed change
[4].
[6.31.1] 6.14(b) 6.14.2(a) Consequential renumbering and referencing
6.14(c) 6.14.2(b) revisions.
6.14(d) 6.14.2(c) . (201
6.14(c) 6.14.2(d) [S4?e AGS advice, [33]-[39]; proposed change
6.14(f) 6.14.2(f) '
Table1.13 Proposed rule change: framework and approach paper
No. Currentrule(s) Proposedrule(s) Remarks
[6.32] 6.12.3(b) 6.12.3(b) Revision to provide for the AER to change the
classification of services from that specified in
the framework and approach paper if unforeseen
circumstances arise from the regulatory proposal
and submissions received.
[6.33] 6.12.3(c) 6.12.3(c) Revision to:
6.8.1(c) 6.8.1(b)(3) provide for the AER to change the control
mechanism from that specified in the
framework and approach paper if unforeseen
circumstances arise from the regulatory
proposal and submissions received; and
— replaced reference in existing clause 6.8.1(c)
to ‘must set out’ with new clause 6.8.1(b)(4)
which requires the AER to set out its likely
approach in relation to the control
mechanism.
[6.33.1] 6.8.1(b)(5) 6.8.1(b)(5) Consequential renumbering revision.
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[6.34]

6.8.1(b)(2) Deleted Revision to remove the requirement for the AER
6.8.1(b)(3) to state its likely approach to application of
6.8.1(b)(4) incentive schemes.

Table1.14

Proposed rule change: extension of time frames

No.

Currentrule(s) Proposedrule(s) Remarks

[6.35]

[6.35.1]

[6.36]

[6.37]

- 6.6.1(I)(1) New clauses to:

6.6.1()(2) — extend the timeframes by when a TNSP must

make an application to the AER regarding a
positive change event and a negative change
event if the AER is satisfied that the

difficulty of assessing or quantifying its

effect justifies the extension; and

— allow the AER to extend the timeframe by
up to a further 60 business days in which it
makes its decision regarding the positive
change event and the approved pass through
amount if the decision involves questions of
unusual complexity or if it requires further
information from the DNSP.

6.6.1(e) 6.6.1(e) Revision to change 60 business days to 40
business days.

- 6.6.4(h)(1) New clause to provide for the AER to extend the
6.6.4(h)(2) timeframe by up to a further 60 business days in
which it makes its decision regarding the
TNSP’s reopening application if the decision
involves questions of unusual complexity or if it
requires further information from the DNSP.

— 6.6A.2(h)(1) New clause to provide for the AER to extend the
6.6A.2(h)(2) timeframe by up to a further 60 business days in
which it makes its decision regarding the
DNSP'’s trigger event application if the decision
involves questions of unusual complexity or if it
requires further information from the DNSP.

Table1.15

Proposed rule change: decision making process

No.

Currentrule(s) Proposedrule(s) Remarks

[6.38]

6.12.1(2)(i) 6.12.1(2) Revision to:

g'gé%(") 6.12.1(2A) remove clauge 6.12.3(d) and 6.12.3(.f).
6.12.3(f) consistent with the AER now determining
T the forecast capex and forecast opex and
consequential renumbering amendments;

— revise clause 6.12.1(2) to provide that the
AER is to determine the annual revenue
requirement; and

12



— preserve in new clause 6.12.1(2A), that the
AER is to accept or refuse to accept the
proposed regulatory control period.

[6.38.1] 6.12.3(e) 6.12.3(d) Consequential renumbering revisions.
6.12.3(9) 6.12.3(e)
6.12.3(h) 6.12.3(f)
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6 Economic Regulation of Distribution Services

Part A Introduction

6.1 Introduction to Chapter 6

6.1.1 AER's regulatory responsibility
The AER is responsible, in accordance with this Chapter, the economic
regulation ofdistribution servicegprovided by means of, or in connection with,
distribution systemthat form part of theational grid

6.1.2 Structure of this Chapter

(@) This Chapter deals with the classification awbnomic regulation of
distribution services

(b) Itis divided into parts as follows:

1)
(2)

3)

(4)

(5)
(6)
(7)
(8)
9)
(10)

(11)

(12)

(13)

this Part is introductory;

Part B confers power on t#&ERto classifydistribution servicesto
determine the forms of control falistribution servicesand to make
distribution determinations;

Part C sets out the building block approachthe regulation of
services classified atandard control services

Part D regulates the prices that may be chaifgedistribution
Network Service Provider®r the provision of services classified as
negotiated distribution services

Part E sets out the procedures for makingtailoigsion determination;
Part F regulates cost allocation;

Part G contains the distribution consultatioogedures;

Part H deals with ring-fencing;

Part | deals withariff classesand tariffs;

Part J deals with billing and settlements;

Part K deals with prudential requirements,ppsenents and capital
contributions;

Part L deals with dispute resolution;

Part M deals with the disclosure of transnoissand distribution
charges; and
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(14) Part N provides for services provided by, roconnection withdual
function asset# be the subject of distribution determinations.

6.1.3 Access to direct control services and negotia  ted distribution
services

(@) Subject to and in accordance with fhdes

(1) a person (&ervice Applicant) may apply to aDistribution Network
Service Providefor provision ofdirect control servicesr negotiated
distribution services

(2) aDistribution Network Service Providenust providedirect control
servicesor negotiated distribution service@s the case may be) on
terms and conditions of access determined under Chapters 4, 5, this
Chapter 6 and Chapter 7 of the Rules.

(b) Theterms and conditions of acceme:
(1) inrelation tonegotiated distribution services

(i) the price of those services (including, if redet, access
charge$; and

(i) other terms and conditions for the provisiditlmse services;
(2) inrelation tadirect control services

() the price of those services under #pproved pricing proposal
and

(i) other terms and conditions for the provisiditlmse services.

6.1.4 Prohibition of DUOS charges for the export of energy

(@) A Distribution Network Service Providenust not charge ®istribution
Network Usedistribution use of systeoharges for the export of electricity
generated by the user into tthstribution network

(b) This does not, however, preclude charges fergtovision ofconnection
services

Part B Classification of Distribution Services and Distribution
Determinations

6.2 Classification

6.2.1 Classification of distribution services

(@ The AER may classify adistribution serviceto be provided by a
Distribution Network Service Providais:
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6.2.2

(b)

()

(d)

(e)

(1) adirect control servicgor
(2) anegotiated distribution service

The AER may groupdistribution servicestogether for the purpose of
classification and, if it does so, a single clasation made for the group
applies to each service comprised in the groug @ashad been separately
classified.

TheAER must, in classifying distribution serviceor distribution services
have regard to:

(1) the form of regulation factors; and

(2) the form of regulation (if any) previously ajgalble to the relevant
service or services and, in particular, any previdassification under
the present system of classification or under tfevipus regulatory
system (as the case requires); and

(3) the desirability of consistency in the form mgulation for similar
services (both within and beyond the relevant glictson); and

(4) any other relevant factor.

In classifyingdistribution servicesthat have previously been subject to
regulation under the present or earlier legislatibe AER must act on the
basis that, unless a different classification &adly more appropriate:

(1) there should be no departure from a previoassdication (if the
services have been previously classified); and

(2) if there has been no previous classificatidhe-classification should
be consistent with the previously applicable reguiaapproach.

If theRules however, require that a particular classificati@nassigned to a
distribution serviceof a specified kind, distribution serviceof the relevant
kind is to be classified in accordance with thaieement.

Classification of direct control services as standard control services
or alternative control services

(@)

(b)

Direct control servicesire to be further divided into 2 subclasses:
(1) standard control servicesand
(2) alternative control services

The AER may groupdirect control servicedogether for the purpose of
classification and, if it does so, a single clasation made for the group
applies to each service comprised in the groug @ashad been separately
classified.
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6.2.3

()

(d)

(e)

The AER must, in classifying direct control serviceas astandard control
serviceor analternative control servigehave regard to:

(1) the potential for development of competitiontive relevant market
and how the classification might influence thatgmial; and

(2) the possible effects of the classification dmanistrative costs of the
AER theDistribution Network Service Providend users or potential
users; and

(3) the regulatory approach (if any) applicablethe relevant service
immediately before the commencement of the ditidbu
determination for which the classification is maded

(4) the desirability of a consistent regulatory y@eh to similar services
(both within and beyond the relevant jurisdictioand

(5) the extent the costs of providing the relevaatvice are directly
attributable to the customer to whom the servigaawided; and

Example:

In circumstances where a service is provided tmalshumber of identifiable customers on

a discretionary or infrequent basis, and costsheadirectly attributed to those customers, it
may be more appropriate to classify the servicaraalternative control service than as a
standard control service.

(6) any other relevant factor.

In classifyingdirect control serviceghat have previously been subject to
regulation under the present or earlier legislatibie AER must act on the
basis that, unless a different classification &adly more appropriate:

(1) there should be no departure from a previoassdication (if the
services have been previously classified); and

(2) if there has been no previous classificatiadhe-classification should
be consistent with the previously applicable reguiaapproach.

If the Rules however, require that direct control serviceof a specified
kind be classified either asstandard control servicer as aralternative
control service a direct control serviceof the relevant kind is to be
classified in accordance with that requirement.

Term for which classification operates

A classification forms part of a distribution detenation and operates for the
regulatory control periodor which the distribution determination is made.

Note:

The classification is to be reviewed in the couafethe making of the next distribution
determination, and (subject to these Rules) a ssifieation may be made for the purposes of that
determination.
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6.2.4 Duty of AER to make distribution determinatio  ns

(@ The AER must make a distribution determination for edaistribution
Network Service Provider

(b)  When theAERmakes a distribution determination it must folltdve process
set out in Part E.

(c) If more than ondistribution systems owned, controlled or operated by a
Distribution Network Service Providethen, unless thé&ER otherwise
determines, a separate distribution determinatsomoibe made for each
distribution system

(d) If 2 or more parts of the sandestribution systemvere separately regulated
at the commencement of this Chapter, then, unleesAER otherwise
determines, a separate distribution determinasoto ibe made for each of
those parts of thdistribution system

6.2.5 Control mechanisms for direct control service S

(@) A distribution determination is to impose caotgrover the prices alirect
control servicesthe revenue to be derived fratirect control service®r
both.

(b)  The control mechanism may consist of:
(1) a schedule of fixed prices; or
(2) caps on the prices of individual services; or

(3) caps on the revenue to be derived from a pdaticcombination of
services; or

(4) tariff basket price control; or
(5) revenue yield control; or
(6) a combination of any of the above.

(c) In deciding on a control mechanism &tandard control serviceshe AER
must have regard to:

(1) the need for efficient tariff structures; and

(2) the possible effects of the control mechanismadministrative costs
of the AER the Distribution Network Service Provideand users or
potential users; and

(3) the regulatory arrangements (if any) applicdbl¢he relevant service
immediately before the commencement of the distidbu
determination; and
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(4) the desirability of consistency between regurlatarrangements for
similar services (both within and beyond the refgvpurisdiction);
and

(5) any other relevant factor.

(d) In deciding on a control mechanism falternative control serviceshe
AERmust have regard to:

(1) the potential for development of competitiontive relevant market
and how the control mechanism might influence gudéntial; and

(2) the possible effects of the control mechanismadministrative costs
of the AER the Distribution Network Service Provideand users or
potential users; and

(3) the regulatory arrangements (if any) applicdbl¢he relevant service
immediately before the commencement of the distidbu
determination; and

(4) the desirability of consistency between regulatarrangements for
similar services (both within and beyond the refgvgurisdiction);
and

(5) any other relevant factor.

6.2.6 Basis of control mechanisms for direct contro | services

(@) For standard control servicesthe control mechanism must be of the
prospective CPl minus X form, or some incentivedobwvariant of the
prospective CPI minus X form, in accordance witht Ea

(b) Foralternative control serviceghe control mechanism must have a basis
stated in the distribution determination.

(c) The control mechanism faiternative control servicemay (but need not)
utilise elements of Part C (with or without modéimn).

Examples:

The control mechanism might be based on the bgjldlack approach.

The distribution determination might provide foretlpplication of clause 6.6.1 to pass
through events with necessary adaptations andfsggboiodifications.

6.2.7 Negotiated distribution services

Negotiated distribution servicese regulated in accordance with Part D.

6.2.8 Guidelines
(&8 TheAERmaypublishguidelines as to:
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Part C

6.3

6.3.1

(b)

(€)

(d)

(e)

(1) the classification dfiistribution servicesand

(2) the control mechanisms fdirect control servicesand

(3) the calculation of stand-alone, avoidable amdytrun marginal costs;
and

pocaloloseoe hpene o o] [6.26]
{5)(4)other matters relevant to this Chapter. [6.26]

The guidelines may relate to a specifiBtstribution Network Service
Provider or Distribution Network Service Providedd a specified class.

The guidelines are not mandatory (and henceoti®ind theAER or anyone
else) but, if theAER makes a distribution determination that is not in
accordance with a relevant guideline, &R must state, in its reasons for
the distribution determination, the reasons foraalépg from the guideline.

If the guidelines indicate that there may behange of regulatory approach
in future distribution determinations, the guidekn should also (if
practicable) indicate how transitional issues ared dealt with.

In making or amending a guideline, tARER must follow thedistribution
consultation procedures Part G.

Building Block Determinations for standard ¢ ontrol
services

Building block determinations

Introduction

(@)

(b)

()

A building block determinationis a component of a distribution
determination.

The procedure for making lauilding block determinatioms contained in
Part E of this Chapter and involves the submisgsibra building block
proposalto theAERby theDistribution Network Service Provider

Thebuilding block proposal

(1) must be prepared in accordance withpgbst-tax revenue modealther
relevant requirements of this Part, and Scheddlgathd

(2) must comply with the requirements of, and muaenhtain or be
accompanied by the information required by, angvwahtregulatory
information instrument
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6.3.2

6.4

6.4.1

6.4.2

Contents of building block determination

(& Abuilding block determinatiofor aDistribution Network Service Provider
Is to specify, for aegulatory control periodthe following matters:

(1) the Distribution Network Service Provider'sannual revenue
requiremenfor eachregulatory yearof theregulatory control periog

(2) appropriate methods for the indexation of #ngutatory asset base;

(3) how any applicablefficiency benefit sharing schepservice target
performance incentive schemer—demand management incentive
scheme or _other incentive scheme or schemes developed and
publishedunder clause 6.6.&re to apply to th®istribution Network
Service Provider

(4) the commencement and length of thgulatory control periog

(5) any other amounts, values or inputs on which lbilding block
determinationis based (differentiating between those containedr
inferred from, the service providebBsilding block proposaand those
based on thAER'sown estimates or assumptions).

(b) Aregulatory control periodnust be not less tharr&gulatory years

Post-tax revenue model

Preparation, publication and amendment of pos  t-tax revenue model

(@) TheAERmust, in accordance with tligstribution consultation procedurgs
prepare angublishapost-tax revenue model

(b) The AER may, from time to time and in accordance with ti&ribution
consultation proceduresmend or replace thmst-tax revenue model

(c) TheAERmust develop andublishthe firstpost-tax revenue modefithin 6
months after the commencement of this clause aerk thnust be such a
model in force at all times after that date.

Contents of post-tax revenue model

(@) The post-tax revenue modaiust set out the manner in which the
Distribution Network Service Providerannual revenue requiremeifior
eachregulatory yearof aregulatory control periods to be calculated.

(b) The contents of theost-tax revenue modelust include (but are not limited
to):

(1) a method that thER determines is likely to result in the best
estimates of expected inflation; and
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(@)

3)
(4)

the timing assumptions and associated disc@ies that are to apply
in relation to the calculation of the building bkscreferred to in
clause 6.4.3; and

the manner in which working capital is to beated; and

the manner in which the estimated cost of c@j@income tax is to
be calculated.

6.4.3 Building block approach

(@)

(b)

Building blocks generally

The annual revenue requiremerfor a Distribution Network Service
Provider for eachregulatory yearof aregulatory control periodnust be
determined using a building block approach, undéickv the building
blocks are:

(1)
(@)
3)
(4)

()

(6)

(7)

(8)

indexation of the regulatory asset base — seggpaph (b)(1); and
a return on capital for that year — see pagy(a)(2); and
the depreciation for that year — see parag(ajB); and

the estimated cost of corporate income takefgrovider for that year
— see paragraph (b)(4); and

the revenue increments or decrements (if any)ttiat year arising

from the application of thefficiency benefit sharing schemiine

service target performance incentive schena@d-the demand

management incentive schearel other incentive scheme or schemes

developed angbublishedunder clause 6.6.5 see paragraph (b)(5);

and [6.20.2]

the other revenue increments or decrementan(yf) for that year
arising from the application of a control mechanisnthe previous
regulatory control period- see paragraph (b)(6); and

the forecast operating expenditure for thatryeasee paragraph
(b)(7);,_and [6.21.1]

if applicable, any revenue decrement for thlesnarising from the use

or forecast use of assets forming part of the pqQuy asset base for
the provision of services other than the provisibistandard control
services [6.21]

Details of the building blocks

For the purposes of paragraph (a):

(1)

for indexation of the regulatory asset base:
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6.5

6.5.1

(@)

3)
(4)

(5)

(6)

(7)

(i) the regulatory asset base is calculated inraecwe with clause
6.5.1 and schedule 6.2; and

(i)  the building block comprises a negative adjusht equal to the
amount referred to in clause S6.2.3(c)(4) for tteatr; and

the return on capital is calculated in accoogawith clause 6.5.2; and

Note:-

Asodomonte conlntep s ntonianoe s sopelovnat e the eolonlntion [Con clnise

the depreciation is calculated in accordandh wlause 6.5.5; and

the estimated cost of corporate income tax eterined in
accordance with clause 6.5.3; and

the revenue increments or decrements refeaad paragraph (a)(5)
are those that arise as a result of the operatioanoapplicable
efficiency benefit sharing schemeervice target performance
incentive scheme+demand management incentive schemether
incentive scheme or schenmes referred to in clauses 6.5.8, 6,6u2d

6.6.3and 6.6.5and

the other revenue increments or decrementsreefd¢o in paragraph
(a)(6) are those that are to be carried forwarthéocurrenregulatory
control periodas a result of the application of a control me@rann
the previousregulatory control periodand are apportioned to the
relevant year under the distribution determination the current
regulatory control periogand

the forecast operating expenditure for the ygé#ne forecast operating

expenditure asaceepted—or—substituideterminedby the AER in

accordance with clause 6.5.6.

Matters relevant to the making of building bloc ~ k determinations

Regulatory asset base

Nature of regulatory asset base

(@) The regulatory asset base fodiatribution systenowned, controlled or
operated by distribution Network Service Provides the value of those
assets that are used by the provider to prostdedard control servicedut
only to the extent that they are used to providd services.
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6.5.2

Preparation, publication and amendment of model for rolling forward
regulatory asset base

(b) TheAERmust, in accordance with tligstribution consultation procedurgs
develop angublisha model for the roll forward of the regulatory etSsase
for distribution systemgeferred to as thell forward model

(c) TheAER may, from time to time and in accordance with th&ribution
consultation proceduresimend or replace thell forward model

(d) TheAER must develop angublishthe firstroll forward modelwithin 6
months after the commencement of this clause, hack tmust be such a
model available at all times after that date.

Contents of roll forward model

(e) Theroll forward modelmust set out the method for determining the roll
forward of the regulatory asset basedatribution systems

(1) from the immediately precedingegulatory control periodto the
beginning of the first year of the subsequeagulatory control
period, so as to establish the value of the regulatosgtalsase as at
the beginning of the firstregulatory year of that subsequent
regulatory control periogand

(2) from one regulatory yearin a regulatory control periodto a
subsequentegulatory yearn that sameegulatory control periogdso
as to establish the value of the regulatory assete bas at the
beginning of that subsequeargulatory year

under which:

(3) the roll forward of the regulatory asset basamf the immediately
precedingregulatory control periodto the beginning of the first
regulatory yearof a subsequentgulatory control periodentails the
value of the first mentioned regulatory asset Haseg adjusted for
actual inflation, consistently with the method ugedthe indexation
of the control mechanism (or control mechanisms) dtandard
control servicesluring the precedingegulatory control period

Other provisions relating to regulatory asset base

()  Other provisions relating to regulatory assasds are set out in schedule
6.2.

Return on capital

Calculation of return on capital

(@) The return on capital for eadlegulatory yearmust be calculated by
applying a rate of return for the relevabistribution Network Service
Provider for thatregulatory control periodcalculated in accordance with
this clause 6.5.2) to the value of the regulat@ayea base for the relevant
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distribution systemas at the beginning of thategulatory year (as
established in accordance with clause 6.5.1 aneldsié 6.2).

Weighted average cost of capital

(b)

The rate of return for @istribution Network Service Providefor a
regulatory control periods the cost of capital as measured by the return
required by investors in a commercial enterpristh\ai similar nature and
degree of non-diversifiable risk as that faced heydistribution business of

the provider and must be calculateslarominal-potbxweighted-average
cost of capitalWACQ in accordance with the following formula [6.22]

(1) as a nominal vanillaveighted average cost of capit&VACQ in
accordance with the following formula:

WACC =k, +k —
%

where:

ke is the return on equity (determined using the @apisset Pricing Model)
and is calculated as:

ri + e XMRP
where:

riis the nominal risk free rate for theegulatory control period

detepnirec-accordanceywinparagrash (C)
Be Is the equity beta; and
MRP is the market risk premium;
kq is the return on debt and is calculated as:
r + DRP
where:

DRP is the debt risk premium for thegulatory control period
Celesmned pecnopdln sl s e a0

E/V is the value of equity as a proportion of tredue of equity and debt,
which is 1 — D/V; and

D/V is the value of debt as a proportion of theueabf equity and dehtand [6.22]

(2) in accordance with thegatement on the cost of capital [6.22]
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6.5.3

6.5.4

Estimated cost of corporate income tax

The estimated cost of corporate income tax distribution Network Service
Provider for eachregulatory year(ET Ct) must be calculated in accordance with
the following formula:

ETC = (ETk xr) (1 —y)
where:

ETl is an estimate of the taxable income for tlegjulatory yearthat would be
earned by a benchmark efficient entity as a resuuthe provision ofstandard

control servicedf such an entity, rather than ti@stribution Network Service
Provider, operated the business of tBéstribution Network Service Provider
such estimate being determined in accordance hétpdst-tax revenue model

I is the expected statutory income tax rate for tbgulatory yearas determined
by theAER and

v is the assumed utilisation of imputation credits.
For these purposes:

(1) the cost of debt must be based on that of ateark efficientDistribution
Network Service Provideand

(2) the estimate must take into account the estichatepreciation for that
regulatory yearfor tax purposes, for a benchmark efficieDtstribution

Network Service Providerof assets where the value of those assets is

included in the regulatory asset base for the egledistribution systenfor
thatregulatory year

Review of rate of return

(@) TheAER must-in-acecordance-with-thaistribution-consultationprocedures
and-this-elausecarry out reviews of the matters referred to irageaph (d)

in accordance with this clause and thstribution consultation procedures
subject to:

(1) the reference in rule 6.16(e) to ®dsiness daydeing read as a
reference to 10Business daysind

(2) theAERmay not extend the time within which it is regdit® publish
its final decision under rule 6.16(Q).

(b) FhefirstA review is to be concluded bi-May—2009 March 2014and
further reviews are to follow at intervals not esdmg, in any case, five
years with the first interval starting froéi-Mareh-2002 March 2014

(c) TheAERmust, in consequence of a review, issue a statefastaterment-of
regulatery—ntengtatement on the cost of capital) adopting valuesand
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methods and-eredit-rating-tevelsfor Distribution Network Service Providers
or for specified classes of Distribution Network Service Providers. [6.22.1] [6.23.1]
(d) The following matters (and the method of their calculation) may form the
subject of areview:
(1) thenominal risk freerate referred to in clause 6:5-2(€)6.5.2(b)(1); [6.22.2]
(2) theequity betareferred to in clause 6:5:2(b}6.5.2(b)(1); [6.22.2]
(3) themarket risk premium referred to in clause 6:5:2(b)6.5.2(b)(1); [6.22.2]
(4) chthe
[6.23.1] [6.23.3]
(5) theratio of the value of debt to the value of equity and debt referred to
in clause 6:5:2(b)6.5.2(b)(1); and [6.22.2]
{6—crecirabng-tovelereloprec Lo elansa 6.5 20e [6.23.1]
A(6)the assumed utilisation of imputation credits referred to in clause
6.5.3. [6.23.2]
() Inundertaking areview, the AER must have regard to:

(D)

(2)

3)

(4)

the need for the rate of return calculated for the purposes of clause
6.5.2(b) to be a forward looking rate of return that is commensurate
with prevailing conditions in the market for funds and the risk
involved in providing standard control services; and

the need for the return on debt to reflect the current cost of borrowings
for comparable debt; and

the need for the-ereditratingtevels-or-the values attributable to, or the
methods of calculating, the parametersmatters referred to in paragraph

(d) that vary according to the efficiency of the Distribution Network
Service Provider to be based on a benchmark efficient Distribution
Network Service Provider; and [6.23.1] [6.23.4]

bedetermainedwiincertarans it ': o | [6.24]

{——the need to achieve an outcome that is consistent with the
national electricity objective; and [6.24]

[6.24]
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(5) the previously adopted values for, or methoflscalculating, the
matters referred to in paragraph (d).

(H A statement-ofregulatery-intestatement on the cost of capitdopting a

revised valugor method-er—ereditrating—teveln relation to the matters

referred to in paragraph (dpplies only for the purposes obailding block
proposal submitted to theAER after publication of thestatement—of

[6.24]

regulatery-intengtatement on the cost of capital [6.22.1] [6.23.1]

(90 A distribution determination to which astatement—of—regulatory

intenstatement on the cost of capitalapplicable must be consistent with

the statementintessthereispersuasive-evidencejustifyingmadare—n
the particular case, from a value, method or cregdihg level set in the

staterment

(2) demonstrate, in its reasons for the departure, ttatdeparture is
etifiod he basis of i ol reria.

6.5.5 Depreciation

(@) The depreciation for eackgulatory year

(1) must be calculated on the value of the assetsneuded in the
regulatory asset base, as at the beginning ofrégatlatory yeay for
the relevantistribution systermand

(2) must be calculated:

(i) providing such depreciation schedules conformthwthe
requirements set out in paragraph (b), using tharedeation
schedules for each asset or category of assetarthabminated
in the relevanDistribution Network Service Providetsiilding
block proposaglor
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(b)

(i) to the extent the depreciation schedules naeted in the
provider'sbuilding block proposatio not so conform, using the
depreciation schedules determined for that purpgdsbeAER

The depreciation schedules referred to in pagy(a) must conform to the
following requirements:

(1)

(@)

3)

the schedules must depreciate using a prdfdereflects the nature of
the assets or category of assets over the ecorbenaf that asset or
category of assets;

the sum of the real value of the depreciatimat ts attributable to any
asset or category of assets over the economicofifthat asset or
category of assets (such real value being calallaseat the time the
value of that asset or category of assets was ifwgtded in the
regulatory asset base for the relevdigtribution systein must be
equivalent to the value at which that asset orgrateof assets was
first included in the regulatory asset base forr#devantdistribution
system

the economic life of the relevant assets ameddipreciation methods
and rates underpinning the calculation of depremator a given
regulatory control periodmust be consistent with those determined
for the same assets on a prospective basis in ibibdtion
determination for that period.

6.5.6 Forecast operating expenditure

(@)

(b)

A building block proposalmust include the total forecast operating
expenditure for the relevantegulatory control period which the
Distribution Network Service Providetonsiders is required in order to
achieve each of the following (tloperating expenditure objectives

(1)

(2)

3)

(4)

meet or manage the expected demandstandard control services
over that period;

comply with all applicableregulatory obligations or requirements
associated with the provision standard control services

maintain the quality, reliability and securiof supply of standard
control services

maintain the reliability, safety and securitiytbe distribution system
through the supply aftandard control services

The forecast of required operating expenditfrex Distribution Network
Service Providethat is included in &auilding block proposamust:

1)

comply with the requirements of any releveegulatory information
instrument and
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(€)

(2) be for expenditure that is properly allocated standard control
servicesin accordance with the principles and policies@étin the
Cost Allocation Methodfor the Distribution Network Service
Provider, and

(3) include both:

(i) the total of the forecast operating expenditioe the relevant
regulatory control periogdand

(i) the forecast of the operating expenditure &achregulatory
year of the relevantegulatory control period

The AER must determine the total of the forecast of rezfliipperating

expenditure of distribution Network Service Providdor the regulatory
control period and the forecast of the required operating exibemdfor
each regulatory year of the requlatory control period that the AER
considers would meet the efficient costs that a@ntiDistribution Network
Service Providerwould require to achieve theperating expenditure

objectives

{e)Xd)n-deciding-whether-ornot- thbER is-satisfieth determining the forecasts

of required operating expendituas referred to in paragraph (c), theR
mustay, as it considers appropriateave regard to the following (the

operating expenditure factors
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4)(1)benchmark operating expenditure that would be riecu by an
efficient Distribution Network Service Providesver theregulatory
control period [6.3.1]

{5)(2)the actual and expected operating expenditurehefDistribution
Network Service Provideduring any precedingegulatory control
periods [6.3.1]

{8)(3)the relative prices of operating and capital isput [6.3.1]

{AH(4)the substitution possibilities between operatingnd a capital
expenditure; [6.3.1]

£8)(5)whetherthe-tetal-tabour—costs-included-the eapital-andoperating
expenditure forecasfor theregulatory control periodirds consistent
with the incentives provided by the applicabgervice target
performance incentive scheme-respect-of-thaegulatery—control
period_ efficiency benefit sharing schemédemand management
incentive schemer other incentive scheme or schemes developed and
publishedunder clause 6.6.5 [6.3.1] [6.4] [6.20.3]

{9)(6)the extent the forecast of required operating edjpere of the
Distribution Network Service Providas referable to arrangements
with a person other than the provider that, indpaion of theAER
do not reflect arm’s length terms; [6.3.1]

7)the extentheDistribution-Network-ServiceProvidérns-considered,
E0X7)

and—made—provision—fdo_which any efficient and prudentnon-
network alternativesmay impact the forecast of required operating

expenditure; [6.3.1][6.5]

(8) a realistic expectation of the demand foreaast cost inputs; [6.6]

(9) whether the forecast of required operating egpgare includes
amounts relating to a project that should more appately be
identified as a&ontingent projectinder clause 6.6A.1(c); [6.18.1]

(10) any other factors theERconsiders relevant. [6.7]

6.5.7 Forecast capital expenditure

(@)

A building block proposal must include the total forecast capital
expenditure for the relevantegulatory control period which the
Distribution Network Service Providetonsiders is required in order to
achieve each of the following (tlvapital expenditure objectivies

(1) meet or manage the expected demandstandard control services
over that period;
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(2) comply with all applicableregulatory obligations or requirements
associated with the provision sttandard control services
(3) maintain the quality, reliability and securibf supply of standard
control services
(4) maintain the reliability, safety and securitiytbe distribution system
through the supply aftandard control services
(b) The forecast of required capital expenditureaobDistribution Network
Service Providethat is included in auilding block proposamust:
(1) comply with the requirements of any relevesjulatory information
instrument and
(2) be for expenditure that is properly allocated standard control
servicesin accordance with the principles and policies@étin the
Cost Allocation Methodfor the Distribution Network Service
Provider, and
(3) include both:
(i) the total of the forecast capital expenditugr the relevant
regulatory control periogdand
(i) the forecast of the capital expenditure focleeegulatory year
of the relevantegulatory control periogand
(4) identify any forecast capital expenditure tisafor an option that has
satisfied theegulatory test
(©)

The AER must determine the total of the forecast of respliicapital

expenditure of distribution Network Service Providdor the regulatory
control period and for and the forecast of the required cagigienditure
each regulatory year of the requlatory control period that the AER
considers would meet the efficient costs that a@ntiDistribution Network
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Service Provider would require to achieve theapital expenditure

objectives

{e)Xd)n-deciding-whether-ornot- thbER is-satisfieth determining the forecasts

of required capital expendituras referred to in paragraph (c), tA&R
musinay, as it considers appropriateave regard to the following (the

capital expenditure factoys

4)(1)benchmark capital expenditure that would be ireditsy an efficient
Distribution Network Service Providesver theregulatory control
period

5)(2)the actual and expected capital expenditure of Ehstribution
Network Service Provideduring any precedingegulatory control
periods

{6)(3)the relative prices of operating and capital isput

(AH(4)the substitution possibilities between operatingnd a capital
expenditure;

8)(5)whetherthe-total- labour—costs-included-the capitaland-eperating
expenditure forecastor theregulatory control periodrds consistent
with the incentives provided by the applicabservice target

performance incentive schenierespect—of-thaegulatery—control

period_ efficiency benefit sharing schemédemand management

incentive schemer other incentive scheme or schemes developed and

[6.8]

[6.8]

[6.9]

[6.10]

[6.10]

[6.10]

[6.10.1]

[6.10.1]

[6.10.1]

[6.10.1]

publishedunder clause 6.6,5 [6.10.1] [6.11] [6.20.3]

{9)(6)the extent the forecast of required capital experel of the
Distribution Network Service Providds referable to arrangements
with a person other than the provider that, indpaion of theAER
do not reflect arm’s length terms;

(10)X7)the extenthe Distribution Network 8rvice Providerhas considered,
and—made—provision—fdo_which any efficient and prudentnon-

network alternativescan displace parts of the forecast of required

[6.10.1]

capital expenditure; [6.10.1] [6.12]

Page 580



NATIONAL ELECTRICITY RULES CHAPTER 6

VERSION 45

ECONOMIC REGULATION OF DISTRIBUTION SERVICES

(8) a realistic expectation of the demand foreaastcost inputs;

(9) whether the forecast of required capital exjpeng includes amounts
relating to a project that should more appropnatbet identified as a
contingent projectinder clause 6.6A.1(c);

(10) any other factors thERconsiders relevant.

Forecast capital expenditure and contingent project S

(e)

Paragraphs (f) — (i) apply where:

(f)

(1) __in arequlatory control periodthefirst regulatory control period) the
AER determines under clause 6.6A.2(e)(1)(iii)) that thkely
completion date for aontingent projects a date which occurs in the
immediately following requlatory control period (the second
requlatory control period); and

(2) there is an unspent amount of capital expersifor thatcontingent
projectunder paragraph (f).

A Distribution Network Service Providerisuilding block proposafor the

(@)

secondregulatory control periodmust include in the forecast of required
capital expenditure referred to in paragraph (ap@mount of any unspent
capital expenditure for eaatontingent projectas described in paragraph
(e)(2), that equals the difference (if any) between

(1) the total capital expenditure for thaintingent projectas determined
by the AER in the first requlatory control periodunder clause
6.6A.2(e)(1)(ii); and

(2) the total of the capital expenditure actualhgurred (or estimated
capital expenditure for any part of the firsgulatory control period
for which actual capital expenditure is not avddabin the first
regulatory control periodor thatcontingent project

The AER must include in any forecast capital expenditue the second

(h)

requlatory control periodwhich the AER determined in accordance with
clause 6.12.1(3), the amount of any unspent capikpénditure calculated
in accordance with paragraph (f).

Without limiting the requirement in paragrap),(in determining the

forecast of required capital expenditure oDstribution Network Service
Provider for the seconaequlatory control periodn accordance with this
clause 6.5.7, thAERmust not:

(1) assess the reasonableness of the amount cfntreapital expenditure
for a contingent projecteferred to in paragraph (f) or the remaining
period to which the&ontingent projecapplies;

(2) assess the reasonableness of the timing of utihepent capital

expenditure within the remaining period for cantingent project
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(i)

(3)

referred to in paragraph (f) except as part of ma&t@ng the total
forecast capital expenditure under paragraph (c); o

take into account any amount which represents a contingent

projectreferred to in paragraph (f) the difference betwee

() the amount representing the sum of the foreceapital
expenditure for thatontingent projectfor each year of the
immediately precedingequlatory control periodeferred to in
clause 6.6A.2(e)(1)(ii); and

(i) the total capital expenditure actually incutréor estimated
capital expenditure for any part of the precedmegulatory
control period for which actual capital expenditure is not
available) in the immediately precedingqulatory control
period for thatcontingent project

A building block proposaih respect of the secomdgulatory control period

must not include in the forecast of required ca@tenditure referred to in

paragraph (a) any capital expenditure fozoamtingent projecfor the first

requlatory control period

(1)

to the extent that the capital expenditure watided in the amount

(2)

of capital expenditure for th@bntingent projechs determined in the
first requlatory control periodunder clause 6.6A.2(e)(1)(i); and

the capital expenditure actually incurred (ostimated capital

expenditure for any part of the firségulatory control periodfor

which actual capital expenditure is not availabie) the first

regulatory control periodfor that contingent projectexceeded the
capital expenditure referred to in subparagraph (1)

6.5.8 Efficiency benefit sharing scheme

(@)

TheAERmust, in accordance with tlagstribution consultation procedures
develop andpublish a scheme or schemeefficiency benefit sharing
schemg that provide for a fair sharing betweddistribution Network
Service ProviderandDistribution Network Usersf:

(1)

@)

the efficiency gains derived from the operatiegpenditure of
Distribution Network Service Providerfor a regulatory control
periodbeing less than; and

the efficiency losses derived from the operatiexpenditure of
Distribution Network Service Providerfor a regulatory control
period being more than,

the forecast operating expenditaecepted-orsubstitutdeterminedoy the
AERfor thatregulatory control period
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6.5.9

(b)

(€)

(d)

An efficiency benefit sharing schenmmeay (but is not required to) be
developed to cover efficiency gains and lossedeelto capital expenditure
or distribution losses

In developing and implementing a&fficiency benefit sharing scheptbe
AERmMust have regard to:

(1) the need to ensure that benefits to consuniezly lto result from the
scheme are sufficient to warrant any reward or ipgnander the
scheme foDistribution Network Service Providerand

(2) the need to provid®istribution Network Service Providensith a
continuous incentive, so far as is consistent wibnomic efficiency,
to reduce operating expenditure and, if the schextends to capital
expenditure, capital expenditure; and

(3) the desirability of both rewardindpistribution Network Service
Providers for efficiency gains and penalisingistribution Network
Service Provider$or efficiency losses; and

(4) any incentives thddistribution Network Service Providersay have
to capitalise expenditure; and

(5) the possible effects of the scheme on incestivier the
implementation of non-network alternatives.

The AER may, from time to time and in accordance with ¢h&ribution
consultation proceduresamend or replace aefficiency benefit sharing
scheme

The X factor

(@)

(b)

A building block determinatiois to include the X factor for each control
mechanism for eaategulatory yearof theregulatory control period

The X factor:

(1) must be set by thAER with regard to theDistribution Network
Service Provider'stotal revenue requiremenfor the regulatory
control period and

(2) must be such as to minimise, as far as reappmpalssible, variance
between expected revenue for the lasgulatory year of the
regulatory control periodand theannual revenue requiremefdr that
lastregulatory yearand

(3) must conform with whichever of the following guérements is
applicable:

(i) if the control mechanism relates generallystandard control
services- the X factor must be designed to equalise fims$eof
net present value) the revenue to be earned bpigtabution
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Network Service Providefrom the provision ofstandard
control servicesover theregulatory control periodwith the
provider'stotal revenue requiremeribr the regulatory control
period

(i) if there are separate control mechanisms fffeint standard
control services- the X factor for each control mechanism must
be designed to equalise (in terms of net presehieyahe
revenue to be earned by tHaistribution Network Service
Provider from the provision ofstandard control serviceso
which the control mechanism relates overrégulatory control
period with the portion of the provider'dotal revenue
requirementfor the regulatory control periodattributable to
those services.

(c) There may be different X factors:
(1) for different regulatory years of the regulgtoontrol period; and

(2) if there are 2 or more control mechanisms — éach control
mechanism.

6.6 Adjustments after making of building block dete rmination.

6.6.1 Cost pass through

(@) If apositive change evemtccurs, aDistribution Network Service Provider
may seek the approval of tidERto pass through tBistribution Network
Usersapositive pass through amount

(b) If a negative change evewniccurs, theAER may require theDistribution
Network Service Provideio pass through tDistribution Network Users
negative pass through amouss determined by th&ER under paragraph

(9).

Positive pass through

(c) To seek the approval of teER to pass through positive pass through
amount a Distribution Network Service Providenust submit to th&ER
within 90 business daysf the relevanpositive change evemccurring, a
written statement which specifies:

(1) the details of thpositive change everdand
(2) the date on which thgositive change eventcurred; and

(3) theeligible pass through amoumt respect of thapositive change
event and

(4) thepositive pass through amoutite provider proposes in relation to
thepositive change everdand
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(d)

(€)

(5) the amount of theositive pass through amouthat the provider
proposes should be passed througibistribution Network Usersn
eachregulatory yearduring theregulatory control periogand

(6) evidence:

(i) of the actual and likely increase in costs mefd to in
subparagraph (3); and

(i) that such costs occur solely as a consequefcie positive
change eventnd

(7) such other information as may be required undey relevant
regulatory information instrument

If the AERdetermines that positive change evehtas occurred in respect of
a statement under paragraph (c),AliER must determine:

(1) theapproved pass through amouahd

(2) the amount of thaapproved pass through amoutitat should be
passed through tDistribution Network Userin eachregulatory year
during theregulatory control period

taking into account the matters referred to in geagh (j).

If the AER does not make the determinations referred to mgvaph (d)
within 6640 business daysom the date it receives tiastribution Network
Service Provider'statement and accompanying evidence under pafagrap
(c), then, on the expiry of that period, tAER s taken to have determined
that:

(1) the positive pass through amourats proposed in the provider's
statement under paragraph (c) is éipproved pass through amount
respect of thapositive change everdand

(2) the amount of thapositive pass through amoutitat the provider
proposes in its statement under paragraph (c) ghbel passed
through toDistribution Network Useren eachregulatory yearduring
the regulatory control periodis the amount that should be so passed
through in each suategulatory year

Negative pass through

(f)

A Distribution Network Service Providenust submit to thAER within 90
business daysf becoming aware of the occurrence ofiegative change
eventfor the provider, a written statement which spesif

(1) the details of thaeegative change eveobncerned; and

(2) the date thaeegative change eveatcurred; and
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(¢))

(h)

(3) the costs in the provision daftandard control serviceshat the
provider has saved and is likely to save untiléhd of theregulatory
control periodas a result of theegative change evernd

(4) the aggregate amount of those saved costshbgirovider proposes
should be passed throughDastribution Network Usersand

(5) the amount of the costs referred to in subpardy (4) the provider
proposes should be passed througibistribution Network Usersn
eachregulatory yearduring theregulatory control periogand

(6) such other information as may be required undey relevant
regulatory information instrument

If a negative change evewniccurs (whether or not the occurrence of that
negative change evens notified by the provider to théER under
paragraph (f)) and th&ER determines to impose a requirement on the
provider in relation to thategative change eveas described in paragraph
(b), theAERmust determine:

(1) therequired pass through amoyrnd
(2) taking into account the matters referred tpanagraph (j):

(i) how much of thatrequired pass through amoumshould be
passed through t®istribution Network Usergthe 'hegative
pass through amouft and

(i) the amount of thahegative pass through amouhat should be
passed through toDistribution Network Usersin each
regulatory yearduring theregulatory control period

A Distribution Network Service Providenust provide théAER with such
information as théAERrequires for the purpose of making a determination
under paragraph (g) within the time specified bg &ER in a notice
provided to the provider by thEERfor that purpose.

Consultation

(i)

Before making a determination under paragraghot (g), theAER may
consult with the relevarDistribution Network Service Provideand such
other persons as theER considers appropriate, on any matters arising out
of the relevanpass through eveihe AERconsiders appropriate.

Relevant factors

@)

In making a determination under paragraph (d)(@) in respect of a
Distribution Network Service Providethe AERmust take into account:

(1) the matters and proposals set out in any sttegiven to thAERby
the provider under paragraph (c) or (f); and
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6.6.1A

(@)

3)

(4)

()

(6)

(7)

(8)

in the case of @ositive change eventhe increase in costs in the
provision ofstandard control servicethat the provider has incurred
and is likely to incur until the end of thegulatory control periodas a
result of thepositive change everdand

in the case of positive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of pgositive change
evenf including whether the provider has failed to take action that
could reasonably be taken to reduce the magnitbitteeeligible pass

through amounin respect of thapositive change evemind whether
the provider has taken or omitted to take any acttbere such action
or omission has increased the magnitude of the atriaurespect of
thatpositive change everand

the time cost of money based on weghted average cost of capital
for the provider for the relevanegulatory control periogand

the need to ensure that the provider only recoany actual or likely
increment in costs under this paragraph (j) to ¢Reent that such
increment is solely as a consequence diss through evenand

in the case of &ax change evenany change in the way anothax is
calculated, or the removal or imposition of anottaet which, in the
AER'sopinion, is complementary to thax change eventoncerned,
and

whether the costs of tipass through eveimave already been factored
into the calculation of the provideasinual revenue requiremerand

any other factors th@ER considers relevant.

Extension of time limits

(k) The AER must, by written notice to distribution Network Service
Provider, extend a time limit fixed in clause 6.6.1(c) tawse 6.6.1(f) if the
AERIs satisfied that the difficulty of assessing oranqtifying the effect of
the relevanpass through evenstifies the extension.

(D The AER may extend the time limit fixed in clause 6.6.18) up to a

further 60 business dayg

(1)

making the determination involves guestionsmfisual complexity or

(2)

difficulty; or

the AER requires information further to that specified the

Distribution Network Service Providerisritten statement submitted
under clause 6.6.1(c).

Reporting on jurisdictional schemes

(@) If during aregulatory control period
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(b)

()

(d)

(e)

(1) a scheme becomeguaisdictional schemieor

(2) a Distribution Network Service Providefirst becomes subject to
jurisdictional scheme obligationsnder gurisdictional schemeand

(3) the relevanijurisdictional schemas not anapproved jurisdictional
scheme

then aDistribution Network Service Providemay request théAER to
determine how th®istribution Network Service Providés to report to the
AER on its recovery ofurisdictional schemeamounts in respect of that
scheme for eacregulatory yearof theregulatory control periocand on the
adjustments to be made to subsequeiting proposalso account for over
or under recovery of those amounts.

To make a request under paragraph (aRisaribution Network Service
Provider must submit to théAER as soon as practicable after the event
referred to in subparagraph (a)(1) or (2), a writeatement which specifies:

(1) the name of the relevaprrisdictional schemge
(2) the date of the event referred to in subpardg(a)(1) or (2);
(3) details of how th®istribution Network Service Provid@roposes to:

(i) estimate thejurisdictional scheme amount®or the relevant
jurisdictional scheméor the purposes of clause 6.18.7A(b);

(i) carry out any adjustments farisdictional scheme amounter
the relevantjurisdictional schemeor the purposes of clause
6.18.7A(b); and

(i) report to theAER on the recovery process under clause 6.18.7A
(a) to (c).

The AER must as soon as practicable after receiving arsgt under
paragraph (b)ublishthe statement.

Before making a determination under paragraghtheAER may consult
with the relevantDistribution Network Service Provideand such other
persons as thABER considers appropriate, on any matters arisingobthe
statement thAERconsiders appropriate.

Within 60business daysf receiving the statement under paragraph (le), th
AER must make a determination on how Distribution Network Service
Provider is to report to theAER on its recovery ofurisdictional scheme
amountsfor the relevanjurisdictional schemdor eachregulatory yearof

the regulatory control periodand on the adjustments to be made to
subsequenpricing proposalgo account for over or under recovery of those
amounts.
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(f)

If the AER does not make the determination referred to iragraph (e)
within 60 business daysf receiving the statement under paragraph (b),the
on expiry of that period, thAER is taken to have approved the process
proposed in th®istribution Network Service Providergatement.

6.6.2 Service target performance incentive scheme

(@)

(b)

TheAERmust, in accordance with tlggstribution consultation procedures
develop andpublish an incentive scheme or incentive schems=\ce
target performance incentive schénte provide incentives (which may
include targets) foDistribution Network Service Providete maintain and
improve performance.

In developing and implementing service target performance incentive
schemetheAER

(1) must consult with the authorities responsilolethe administration of
relevanturisdictional electricity legislationand

(2) must ensure that service standards and setaiggets (including
guaranteed service levels) set by the scheme dgutoat risk the
Distribution Network Service Provider'sbility to comply with
relevant service standards and service targetsudiimg guaranteed
service levels) as specifiedjurisdictional electricity legislationand

Note:

A service target performance incentive schasperates concurrently with any average or
minimum service standards and guaranteed servigel lechemes that apply to the
Distribution Network Service Providemnderjurisdictional electricity legislation

(3) must take into account:

() the need to ensure that benefits to consumketylto result
from the scheme are sufficient to warrant any revarpenalty
under the scheme fddistribution Network Service Providers
and

(i) any regulatory obligation or requirementto which the
Distribution Network Service Providés subject; and

(i) the past performance of tlakstribution networkand

(iv) any other incentives available to tHaistribution Network
Service Providerunder theRules or a relevant distribution
determination; and

(v) the need to ensure that the incentives arecserft to offset any
financial incentives the service provider may hawereduce
costs at the expense of service levels; and

(vi) the willingness of the customer or end usepay for improved
performance in the delivery of services; and
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(©)

(vii) the possible effects of the scheme on incasi for the
implementation of non-network alternatives.

The AER may, from time to time and in accordance with th&ribution
consultation procedurgsamend or replace any scheme that is developed
andpublishedunder this clause.

Note:

A Distribution Network Service Providés not precluded from entering into a contractwit

a third party (such as a network support serviavider) under which the benefits of a

service target performance incentive scheane passed on to the third party, or the third
party is required to indemnify the provider for p#ies to which the provider becomes

liable under the scheme.

6.6.3 Demand management incentive scheme

(@)

(b)

(€)

(d)

TheAER may, in accordance with tlgstribution consultation procedures
develop angublishan incentive scheme or schemésriand management
incentive schemeto provide incentives foDistribution Network Service
Providersto implement efficient non-network alternativestormanage the
expected demand fetandard control serviceis some other way.

In developing and implementingdg@mand management incentive scheme
the AERmust have regard to:

(1) the need to ensure that benefits to consuniesly lto result from the
scheme are sufficient to warrant any reward or ipgnander the
scheme foDistribution Network Service Providerand

(2) the effect of a particular control mechanisne.(price — as distinct
from revenue - regulation) on Bistribution Network Service
Provider's incentives to adopt or implement efficient nonwatk
alternatives; and

(3) the extent th®istribution Network Service Provides able to offer
efficient pricing structures; and

(4) the possible interaction betweendamand management incentive
schemeaand other incentive schemes; and

(5) the willingness of the customer or end usepay for increases in
costs resulting from implementation of the scheme.

The AER may, from time to time and in accordance with ¢h&ribution
consultation proceduregsamend or replace any scheme that is developed
andpublishedunder this clause.

Nothing in this clause limits the content of efficiency benefit sharing
scheme
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6.6.4 Reopening of distribution determination for ¢ apital expenditure

(a)

Subject to paragraph (b), Bistribution Network Service Providenay,

(b)

during a requlatory control period apply to the AER to revoke and

substitute a distribution determination that agpt®it where:

(1)

an event that is beyond the reasonable cowtfrdhe provider has

(2)

occurred during thategulatory control periocand the occurrence of
that event during that period (or of an event afirailar kind) could
not reasonably have been foreseen at the timeeofnihiking of the
distribution determination (‘thevent’);

no forecast capital expenditure was determimgdhe AER for that

(3)

period under clause 6.12.1(3) in relation to theengévthat has
occurred;

the provider proposes to undertake capital edipere to rectify the

(4)

adverse consequences of the event;

the total of the capital expenditure requiraginly the regulatory

(6)

control periodto rectify the adverse consequences of the event:

() exceeds 5% of the value of the requlatory agsete for the
relevantDistribution Network Service Providéor the first year
of the relevantequlatory control period

(i) _is such that, if undertaken, it is reasonadlitely (in the absence
of any other reduction in_capital expenditure) ésult in the
total actual capital expenditure for tmagulatory control period
exceeding the total of the forecast capital exgenglifor that
regulatory control period as determined by theAER in
accordance with clause 6.12.1(3); and

(5) the provider can demonstrate that it is noedblreduce capital
expenditure in other areas to avoid the consequesieered to
in_subparagraph (4)(ii) without materially adveysalffecting
thereliability and security of the relevadistribution system

a failure to rectify the adverse consequendeth® event would be

(7)

likely to materially adversely affect theliability and security of the
relevantdistribution systemand

the event is not @ass through evenbr atrigger eventassociated

with acontingent project

An application referred to in paragraph (a) st be made within 90

(c)

business daygrior to the end of sequlatory year

Following its receipt of an application madeaiccordance with paragraphs

(a) and (b), th\ERmust:
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(1) consult with théistribution Network Service Providaend such other
persons as it considers appropriate in relatidhdapplication; and

(2) make its decision on the application within BHi@siness daysf that
application being made.

(d) The AER must, and must only, revoke a distribution deteation
following an application made in accordance withagaaphs (a) and (b) if
the AERIs satisfied of each of the matters referred tparagraph (a).

(e) If the AER revokes a distribution determination under panalgréd), the
AER must make a new distribution determination in stld®on for the
revoked determination to apply for the remaindethefrequlatory control
periodfor which the revoked determination was to apply.

()  The substituted distribution determination masty vary from the revoked
distribution determination to the extent necessary:

(1) to adjust the forecast capital expenditure that requlatory control
period to accommodate the amount of such additional a&hpit
expenditure that thAER considers would meet the costs the prudent
Distribution Network Service Providevould require to achieve one
or more of thecapital expenditure objectivesaving regard to, as it
considers appropriate, tloapital expenditure factorén which case
the amount of that adjustment will be taken to b&dnined by the
AERunder clause 6.5.7(c); and

(2) to reflect the effect of any resultant increaseforecast capital
expenditure on:

() the forecast operating expenditure for the newcher of the
requlatory control period

(i) the annual revenue requiremefdr eachrequlatory yearin the
remainder of theequlatory control periodand

(i) the X factor for each of the remaininggulatory yearsof the
requlatory control period

(g) If the AER revokes and substitutes a distribution deternomatinder

paragraph (e), that revocation and substitutiontntalse effect from the
commencement of the nepdqulatory year

Extension of time limits

(h)

TheAERmay extend the time limit fixed in subparagrapi{2tby up to a

further 60business dayis:

(1) making the decision involves questions of umlistomplexity or
difficulty; or
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(2) the AER requires information further to that specified the

Distribution Network Service Providerapplication submitted under

paragraph (a).

6.6.5 Other incentive schemes

(@

TheAER may, in accordance with thltistribution consultation procedurgs

(b)

develop andgublishan incentive scheme or schemes other thasdghdce
target performance incentive schemdemand management incentive
schemeand theefficiency benefit sharing schere apply toDistribution
Network Service Providemshere theAER considers that there are benefits
to end users or customers arising from applyingiticentive scheme or
schemes t@istribution Network Service Providers

In developing and implementing an incentiveesnk or schemes under this

(c)

clause, thAERmust have regard to:

(1) the possible effects of the scheme or schemeth® incentives for
Distribution Network Service Providern® implement non-network
alternatives; and

(2) the need to ensure that the incentives ardcmrif to offset any
financial incentives théistribution Network Service Provideanay
have to reduce costs at the expense of servicksjeara

(3) the need to ensure that benefits to consuniaty o result from the
incentive scheme or schemes are sufficient to whaay reward or
penalty under the incentive scheme or schemesDistribution
Network Service Providerand

(4) the willingness of the customer or end usem&y for improved
performance in the delivery of services: and

(5) any other incentives available to tBastribution Network Service
Provider under the Rules or under a relevant distribution
determination.

At the same time as publishesan incentive scheme or schemes under this

(d)

clause, theAER must alsopublish if applicable, any parameters for the
scheme. For the avoidance of doubt, the parametaysdiffer as between
Distribution Network Service Provideshd over time.

The AER must set out in the incentive scheme or schenatddhdeveloped

(e)

and publishedunder this clause any requirements with which vhkies
attributed to the parameters referred to in pa@yfa) must comply.

The AER may, from time to time and in accordance with tistribution

consultation proceduresamend or replace any other incentive scheme or
schemes that is developed gmablishedunder this clause, except that no
such amendment or replacement may change the af@hof the incentive
scheme or schemes tdastribution Network Service Providén respect of
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6.6A

a requlatory control periodthat has commenced before, or that will
commence within 15 months of, the amendment oaggphent coming into

operation.

(f) __ Subject to paragraph (q) tid&ER may, from time to time and in accordance
with the distribution consultation proceduresamend or replace the values
to be attributed to any parameters applicable & ititentive scheme or
schemes.

(@) An amendment or replacement referred to ingragh (f) must not change
the values to be attributed to any parameters egdgé to the incentive
scheme or schemes where:

(1) those values must be included in informatiorcoagpanying a
requlatory proposaland

(2) the requlatory proposalis required to be submitted under clause
6.8.2(a) at a time that is within 2 months of thablication of the
amended or replaced parameters applicable to temtive scheme or
schemes.

Contingent Projects

6.6A.1

Acceptance of a Contingent Project in a dist  ribution determination

(a) A building block proposalmay include proposed contingent capital
expenditure which theDistribution Network Service Providexonsiders is
reasonably required for the purpose of undertakimyoposed contingent

project

(b) Theproposed contingent capital expenditdor eachproposed contingent
projectmust:

(1) exceed the threshold set out in Bistribution Contingent Project
Guidelines or if there no such threshold, $10 million; and

(2) not be otherwise provided for (either in partio whole) in the total
forecast capital expenditure included in thelding block proposahs
referred to in clause 6.5.7(a).

(c) The proposed contingent projecand the proposed contingent capital
expendituremust comply with the requirements of any relevauulatory
information instrument

(d)  Thetrigger eventan relation to eachproposed contingent projeotust be
appropriate.

(e) The AER may identify anycontingent project which may include a
proposed contingent proje@f any), that:

(1) meets the requirements specified in paragrémh$c) and (d);
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(f)

(2)

the AER considers a pruderdistribution Network Service Provider

(3)

would be required to undertake if the associdtemer eventoccurs
during therequlatory control periodo achieve one or more of the
capital expenditure objectiveand

is not otherwise provided for (either in partimwhole) in the total of

the of required forecast capital expenditure fer iblevantegulatory
control periodwhich is determined byhe AER in accordance with
clause 6.5.7(c).

In determining whether &igger eventin relation to aproposed contingent

projectis appropriate for the purposes of paragraph dAER must have

regard to the need for:

(1)

a trigger eventto be reasonably specific and capable of objective

(2)

verification;

atrigger eventto be a condition or event, which, if it occursakas

(3)

the undertaking of theproposed contingent projecteasonably
necessary in order to achieve one or more ofcdmtal expenditure

objectives

atrigger evento be a condition or event that generates incobassts

(4)

or categories of costs;

atrigger eventto be described in such terms that the occurrehce

(5)

that event or condition is all that is required farDistribution
Network Service Provideio make an application to th®ER under
clause 6.6A.2; and

atrigger eventto be an event or condition, the occurrence othvlis

probable during theequlatory control period but the inclusion of
capital expenditure in relation to it under clau6é.7 is not
appropriate because:

() itis not sufficiently certain that the event@ndition will occur
during therequlatory control periodr if it may occur after that
requlatory control periodr not at all; or

(i) subject to the requirement to satisfy subpaaph (b)(1)(i), the
costs associated with the event or condition atesofficiently
certain.

6.6A.2 Amendment of distribution determination for contingent project

()

Subject to paragraph (b), Bistribution Network Service Providemay,

(b)

during arequlatory control periodapply to theAERto amend a distribution

determination that applies to that provider wherérigger eventfor a

contingent projecin relation to that distribution determination lwasurred.

An application referred to in paragraph (a):
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(1)

must not be made within Yusiness day®rior to the end of a

(2)

requlatory yeay

subject to subparagraph (1), must be made@s &® practicable after

(3)

the occurrence of thieigger event

must contain the following information:

(4)

() an explanation that substantiates the occugeasfcthetrigger
eveni

(i) a forecast of the total capital expenditureg the contingent
project

(iii) a forecast of the capital and incremental @miag expenditure,

for each remainingrequlatory year which the Distribution
Network Service Providetonsiders is reasonably required for
the purpose of undertaking thentingent project

(iv) how the forecast of the total capital expeuaddt for the

contingent projecimeets the threshold as referred to in clause

6.6A.1(b)(1);

(v) the intended date for commencing tdmmtingent projectwhich

must be during theequlatory control perioil

(vi) the anticipated date for completing tle®ntingent project

(which may be after the end of thhegulatory control perioy
and

(vii) an estimate of the incremental revenue whicl Distribution

Network Service Providaronsiders is likely to be required to be
earned in_each remainingggulatory yearof the requlatory
control period as a result of thecontingent projectbeing
undertaken as described in subparagraph (iii); and

the estimate referred to in subparagraph 3 ywvist be calculated:

() on the basis of the capital expenditure reférred in

subparagraph (3)(iii);

(i) on the basis of the rate of return for thlstribution Network

Service Providefor therequlatory control periodhs determined
pursuant to clause 6.5.2;

(i) consistently with the manner in which depi@on is calculated

under clause 6.5.5;

(iv) to include the incremental operating expenditueferred to in

subparagraph (3)(iii); and
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(c)

(v) __in accordance with the requirements for rolward in theroll-
forward modeland revenue calculation in tip@st-tax revenue
model

As soon as practicable after its receipt ohpplication made in accordance

(d)

with paragraphs (a) and (b), tA&R mustpublishthe application, together
with an invitation for written submissions on th@plcation.

The AER must consider any written submissions made undeagpaph (c)

(e)

and must make its decision on the application wigl business daysef its
receipt of that application. In doing so tAER may also take into account
such other information as it considers appropriateluding any analysis
(such as benchmarking) that is undertaken by ittliat purpose and the
capital expenditure factors

If the AER is satisfied that thérigger eventhas occurred, and that the

forecast of the total capital expenditure for domtingent projectmeets the
threshold as referred to in clause 6.6A.1(b)(Liust:

(1) determine:

() the scope of theontingent projecthat the AER considers a
prudent Distribution Network Service Providewould be
required to undertake to achieve one or more of caital
expenditure objectives

(i) the amount of capital and incremental opei@ixpenditure, for
the purpose of undertaking thesontingent projectfor each
remaining regulatory yearwhich the AER considers would,
respectively, meet the efficient costs that a pntidastribution
Network Service Providewould require to achieve one or more
of the capital expenditure objectiveand one or more of the
operating expenditure objectives

(i) _the total capital expenditure for the purpasfeundertaking the
contingent projectwhich the AER considers would meet the
efficient _costs that a pruderistribution Network Service
Provider would require to achieve one or more of thapital
expenditure objectives

(iv) the likely commencement and completion dates the
contingent projectand

(v) the incremental revenue which is likely to lemuired by the
Distribution Network Service Providein each remaining
regulatory yearas a result of theontingent projectbeing
undertaken as described in subparagraphs (i) ahds(ich
estimate being calculated in accordance with s#gpaph (2);

(2) calculate the estimate referred to in subpa@nK3)(v):
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(3)

() on the basis of the capital expenditure refdrred in

subparagraph (3)(i);

(i) to include the incremental operating expenditueferred to in
subparagraph (3)(i); and

(i) otherwise in accordance with subparagraplt4h)and

amend the distribution determination in accamdawith paragraph

0.

() Amendments to a distribution determination redd to in subparagraph

(e)(3) must only vary the determination to the pkigecessary:

(1)

to adjust the forecast capital expenditure tfat requlatory control

(2)

period to accommodate the amount of capital expenditeterchined
under subparagraph (3)(i) (in which case the amoohtthat
adjustment will be taken to be determined by AR under clause

6.5.7(c));

to adjust the forecast operating expenditurgHatregulatory control

(3)

period to accommodate the amount of incremental operating
expenditure determined under subparagraph (3i(iwhich case the
amount of that adjustment will be taken to be deieed by theAER
under clause 6.5.6(c));

to reflect the effect of any resultant increasdorecast capital and

operating expenditure on:

() the annual revenue requiremefdr eachrequlatory yearin the
remainder of theequlatory control periodand

(i) the X factor for each of the remaininggulatory yearsof the
requlatory control period

(a) Amendments to a distribution determination takffect from the

commencement of the nepdqulatory yearof theregulatory control period

Extension of time limits

(h)  TheAERmay extend the time limit fixed in paragraph (d)uxpyto a further

60 business daysf:

(1)

making the decision involves gquestions of umbstomplexity or

(2)

difficulty; or

the AER requires information further to that specified the

Distribution Network Service Providerapplication submitted under

paragraph (c).
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6.6A.3

Distribution Contingent Project Guidelines

Part D

6.7

6.7.1

Preparation, publication and amendment of Distribut ion Contingent Project
Guidelines

(a) TheAERmay, in accordance with thlBstribution consultation procedurgs
prepare angublishtheDistribution Contingent Project Guidelines

(b) The AER may, from time to time and in accordance with disribution
consultation proceduresamend or replace thBistribution Contingent
Project Guidelines

Contents of Distribution Contingent Project Guideli nes

(c) The Distribution Contingent Project Guidelinamay include, but are not
limited to the threshold for aontingent projecfor the purposes of clause
6.6A.1(b)(1)()

(d) TheDistribution Contingent Project Guidelinemay vary in application as
between differenparticipating jurisdictionsand over time.

Negotiated distribution services
Negotiated distribution services

Principles relating to access to negotiated d  istribution services

The following principles constitute theNegotiated Distribution Service
Principles

(1) the price for anegotiated distribution servicghould be based on the costs
incurred in providing that service, determined ioc@dance with the
principles and policies set out in tBe@st Allocation Methodbr the relevant
Distribution Network Service Provider

(2) subject to subparagraphs (3) and (4), the ddce negotiated distribution
serviceshould be at least equal to the cost that wouldmded by not
providing the service but no more than the cosprolviding it on a stand
alone basis;

(3) if thenegotiated distribution servids the provision of ahared distribution
servicethat:

(i) exceeds thenetwork performance requirements (if any) which that

shared distribution servicis required to meet under ajwyisdictional
electricity legislation or

(i) exceeds thenetwork performance requirements set out in schedules

5.1laand 5.1,

then the differential between the price for thavee and the price for the
shared distribution servicevhich meets (but does not exceed) tiedwork
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(4)

(5)

(6)

(7)

(8)

performance requirements under amgsdictional electricity legislatioror
as set out in schedules 5.1a and 5.1 (as the cagd@) should reflect the
increase in th®istribution Network Service Provideriscremental cost of
providing that service;

if thenegotiated distribution servids the provision of ahared distribution
servicethat does not meet (and does not exceedhétvwork performance
requirements set out in schedules 5.1a and 5.1dittezential between the
price for that service and the price for gtered distribution servicerhich
meets (but does not exceed) tietwork performance requirements set out
in schedules 5.1a and 5.1 should reflect the d¢esDistribution Network
Service Providewould avoid by not providing that service;

the price for anegotiated distribution servicenust be the same for all
Distribution Network Usersinless there is a material difference in the costs
of providing thenegotiated distribution servicéo different Distribution
Network User®or classes dDistribution Network Users

the price for anegotiated distribution serviceshould be subject to

adjustment over time to the extent that the assastd to provide that service
are subsequently used to provide services to anp#rson, in which case

the adjustment should reflect the extent to whiwh dosts of that asset are
being recovered through charges to that other perso

the price for aegotiated distribution servicghould be such as to enable the
Distribution Network Service Provideto recover the efficient costs of
complying with allregulatory obligations or requirementssociated with
the provision of th@egotiated distribution service

any access charges:

(A) in respect of providinglistribution network user acce$s negotiated
distribution servicesvhich would have beenegotiated distribution
servicesregardless of the operation of clause 6.24.2(0Qulshbe
based on the costs reasonably incurred byDtiséribution Network
Service Providerin providing that access and, in the case of
compensation referred to in clauses 5.5(f)(4)(md &iii), on the
revenue that is likely to be foregone and the ctisisare likely to be
incurred by a person referred to in those provisiaiere an event
referred to in those provisions occurs; and

(B) in respect of providingransmission network user accdesegotiated
distribution serviceswhich would have been treated msgotiated
transmission servicesere it not for the operation of clause 6.24.2(c)
should be based on the costs reasonably incurratiddyistribution
Network Service Providdan providing that access and, in the case of
compensation referred to in clauses 5.4A(h) -dij the revenue that
is likely to be foregone and the costs that arelyito be incurred by a
person referred to in those provisions where amtexeferred to in
those provisions occurs;
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6.7.2

(9)

(10)

(11)

the terms and conditions of acce$sr a negotiated distribution service
should be fair and reasonable and consistent wi¢h safe and reliable
operation of thepower systenmin accordance with th&ules (for these

purposes, the price for reegotiated distribution services to be treated as
being fair and reasonable if it complies with pijhes (1) to (7) of this

clause;

theterms and conditions of acce$sr a negotiated distribution service
(including, in particular, any exclusions and liatibns of liability and
indemnities) must not be unreasonably onerous gakwo account the
allocation of risk between thBistribution Network Service Provideand
the other party, the price for tinegotiated distribution servicand the costs
to the Distribution Network Service Providesf providing thenegotiated
distribution service

theterms and conditions of acce&sr a negotiated distribution service
should take into account the need for the senadaetprovided in a manner
that does not adversely affect the safe and reliapkeration of thepower
systenin accordance with thRules

Determination of terms and conditions of acce  ss for negotiated
distribution services

(@)

(b)

A Distribution Network Service Providenust comply with:
(1) the provider'siegotiating frameworkand
(2) the providersNegotiated Distribution Service Critetia

when the provider is negotiating therms and conditions of access
negotiated distribution services

TheDistribution Network Service Providenust also comply with any other
applicable requirements of tiRaules including the requirements of:

(1) rules 5.3 and 5.5, when negotiating for thevjgion of connection
servicesand the associatezbnnection serviceharges in respect of
the provision ofnegotiated distribution serviceshich would have
beennegotiated distribution servicesgardless of the operation of
clause 6.24.2(c);

(2) rules 5.3 and 5.4A, when negotiating for thevision of connection
services and the associategnnection serviceharges in respect of
the provision ofnegotiated distribution serviceshich would have
been treated asegotiated transmission servicegre it not for the
operation of clause 6.24.2(c);

(3) rule 5.5, when negotiating these of system servicehargesand
access chargeto be paid to or by ®istribution Network Uselin
respect of the provision ofegotiated distribution servicewhich
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6.7.3

6.7.4

6.7.5

would have beemegotiated distribution serviceegardless of the
operation of clause 6.24.2(c); and

(4) rule 5.4A, when negotiating these of system servicebargesand
access chargeto be paid to or by ®istribution Network Uselin
respect of the provision ofegotiated distribution servicewhich
would have been treated asgotiated transmission servicegre it
not for the operation of clause 6.24.2(c).

Negotiating framework determination

The determination specifying requirements relatmghe negotiating framewaork
forming part of a distribution determination forDastribution Network Service
Provideris to set out requirements that are to be compligd in respect of the
preparation, replacement, application or operaiaits negotiating framework

Negotiated Distribution Service Criteria dete  rmination

(@) The determination by th&ER specifying the Negotiated Distribution
Service Criteria forming part of a distribution determination for a
Distribution Network Service Providés to set out the criteria that are to be
applied:

(1) by the provider in negotiatingerms and conditions of access
including:

(i) the prices that are to be charged for the wiow of negotiated
distribution servicesy the provider for the relevanégulatory
control period or

(i) any access chargewhich are negotiated by the provider during
thatregulatory control periogand

(2) by theAERIn resolving an access dispute abmuins and conditions
of accessncluding:

(i) the price that is to be charged for the praumisof anegotiated
distribution serviceby the provider; or

(i) anyaccess chargethat are to be paid to or by the provider.

(b) The Negotiated Distribution Service Criterienust give effect to and be
consistent with theNegotiated Distribution Service Principleset out in
clause 6.7.1.

Preparation of and requirements for negotiati  ng framework for
negotiated distribution services

(@) A Distribution Network Service Providamust prepare a document (the
negotiating framework setting out the procedure to be followed during
negotiations between that provider and any perSwService Applicanor
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applicant) who wishes to receivenagotiated distribution servicgom the
provider, as to théerms and conditions of accekw the provision of the
service.

(b) The negotiating frameworkfor a Distribution Network Service Provider
must comply with and be consistent with:
(1) the applicable requirements of the relevantrithstion determination;
and
Note:
See clause 6.7.3.
(2) paragraph (c), which sets out the minimum neoents for a
negotiating framework
(c) The negotiating frameworkfor a Distribution Network Service Provider

must specify:

(1) a requirement for the provider andarvice Applicanto negotiate in
good faith theterms and conditions of access a negotiated
distribution serviceand

(2) a requirement for the provider to provide alicls commercial
information aService Applicanimay reasonably require to enable that
applicant to engage in effective negotiation whie provider for the
provision of thenegotiated distribution servigcancluding the cost
information described in subparagraph (3); and

(3) arequirement for the provider:

(i) to identify and inform aService Applicantof the reasonable
costs and/or the increase or decrease in costpfaspriate) of
providing thenegotiated distribution servicand

(i) to demonstrate to &ervice Applicantthat the charges for
providing thenegotiated distribution serviceeflect those costs
and/or the cost increment or decrement (as ap@tepriand

(i) to have appropriate arrangements for assestiaed review of
the charges and the basis on which they are made; a

Note:

If (for example) a charge, or an element of a chaig based on a customer's actual or
assumedmaximum demandhe assessment and review arrangements shoold fif a
change to the basis of the charge so that it mosely reflects the customettsad profile
where a reduction or increasenraximum demanklas been demonstrated.

(4) a requirement for &ervice Applicantto provide all commercial
information the provider may reasonably require dpnable the
provider to engage in effective negotiation withattlpplicant for the
provision of thenegotiated distribution servicand
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(d)

(e)

(5)

(6)

(7)

(8)

(9)

(10)

a requirement that negotiations with Service Applicantfor the
provision of thenegotiated distribution servicke commenced and
finalised within specified periods and a requiretrtbat each party to
the negotiations must make reasonable endeavouaslitere to the
specified time limits; and

a process for dispute resolution which provittes all disputes as to
the terms and conditions of accefs the provision ofnegotiated
distribution servicesare to be dealt with in accordance with the
relevant provisions of the Law and tReilesfor dispute resolution;
and

the arrangements for payment b8ervice Applicanof the provider's
reasonable direct expenses incurred in processi@gpplication to
provide thenegotiated distribution servicand

a requirement that théistribution Network Service Provider
determine the potential impact on otliestribution Network Usersf
the provision of th@egotiated distribution servicand

a requirement that thBistribution Network Service Providenust
notify and consult with any affectddistribution Network Usersnd
ensure that the provision aegotiated distribution servicedoes not
result in non-compliance with obligations in reteti to other
Distribution Network Usersinder theRules and

a requirement that tH&istribution Network Service Providgrublish
the results of negotiations on its website.

Notwithstanding the foregoing, the negotiatifrgmework must not be
inconsistent with any of the requirements of:

(1)

(2)

rules 5.3 and 5.5 insofar as thegotiating frameworkapplies to
negotiated distribution servicewhich would have beenegotiated
distribution servicegegardless of the operation of clause 6.24.2(c);
and

rules 5.3 and 5.4A insofar as thegotiating frameworlapplies to
negotiated distribution serviceghich would have been treated as
negotiated transmission servicesre it not for the operation of clause
6.24.2(c),

and any other relevant provisions of this Chaptan@, in the event of any
inconsistency, those requirements prevail.

EachDistribution Network Service Providemnd Service Applicantvho is

negotiating for the provision of megotiated distribution servicey the

provider must comply with the requirements of tiegotiating framework
in accordance with its terms.
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6.7.6

Part E

6.8

6.8.1

Confidential information

(@)

(b)

Commercial information to be provided to Service Applicantin
accordance with clause 6.7.5(c)(2):

(1) does not includeonfidential informatiorprovided to theDistribution
Network Service Providdsy another person; and

(2) may be provided subject to a condition thatSkevice Applicaninust
not provide any part of that commercial informatitm any other
person without the consent of tHaistribution Network Service
Provider.

Commercial information to be provided tdDastribution Network Service
Providerin accordance with clause 6.7.5(c)(4):

(1) does not includeconfidential informationprovided to aService
Applicantby another person; and

(2) may be provided subject to a condition that pinevider must not
provide any part of that commercial informationawy other person
without the consent of tHgervice Applicant

Regulatory proposal

Regulatory proposal

AER's framework and approach paper

(@)

(b)

TheAERmust prepare anpublisha document (framework and approach
pape)) in anticipation of every distribution determiraati

The framework and approach papeshould set out theAER's likely
approach (together with its reasons for the likalgproach), in the
forthcoming distribution determination, to:

(1) the classification oflistribution servicesn accordance with Part B;
and

B e e s e s 56 ' o [6.34]

clbclopos ol oboripe oo s e no ] i hes | o [6.34]

and | ‘ [6.34]

(2) whether there is to be an adjustment for the arsforecast use of
assets forming part of the requlatory asset basd¢hfo provision of
services other than the provision sihndard control servicem the

Page 605



NATIONAL ELECTRICITY RULES CHAPTER 6

VERSION 45

ECONOMIC REGULATION OF DISTRIBUTION SERVICES

6.8.2

control mechanism or by an adjustment to the buijdblocks as
referred to in clause 6.4.3(a)(8) or a combinatibthese adjustments;
and

(3) the form (or forms) of the control mechanismsbe applied by the
distribution determination and thA&ER's reasons for deciding on
control mechanisms of the relevant form (or forms);

{5)(4)any other matters on which tAé&Rthinks fit to give an indication of
its likely approach.

(ca)

(d)

(€)

(f)

(¢))

(h)

Theframework and approach papenust include thAER'sdetermination
under clause 6.25(b) as to whether or not Part Chafpter 6A is to be
applied to determine the pricing thnsmission standard control services
provided by anydual function assetswned, controlled or operated by the
Distribution Network Service Provider

A framework and approach papes to be prepared in consultation with the
relevantDistribution Network Service Provideand with other interested
stakeholders.

The AER should complete itdframework and approach papefor a
particulardistribution networksufficiently in advance of the making of the
relevant distribution determination to enable it be of use to the
Distribution Network Service Providén preparing itsegulatory proposal

If a distribution determination is currently ifiorce, the AER must

commence preparation of, and consultation onfrdmeework and approach
paper for the distribution determination that is to sigsele it at least 24
months before the end of the curreagulatory control periodand must
complete preparation at least 19 months beforeetite of thatregulatory

control period

On completing itframework and approach papgheAERmust:
(1) give a copy to thBistribution Network Service Provideand
(2) publishit.

Subject to clause 6.12.3framework and approach papéer not binding on
the AERor aDistribution Network Service Provider

Submission of regulatory proposal

(@)

A Distribution Network Service Providenust, whenever required to do so
under paragraph (b), submit @egulatory proposalto the AER for
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distribution servicesprovided by means of, or in connection with, the
provider'sdistribution system

(b) Aregulatory proposamust be submitted:
(1) at least 13 months before the expiry of a iigtion determination
that applies to the service provider; or
(2) if no distribution determination applies to thervice provider, within
3 months after being required to do so byAldR
(c) A regulatory proposalmust include (but need not be limited to) the
following elements:
(1) a classification proposal:

(i) showing how thedistribution serviceso be provided by the
Distribution Network Service Provideshould, in the provider's
opinion, be classified under this Chapter; and

(i) if the proposed classification differs from ethclassification
suggested in the relevaftamework and approach paper
including the reasons for the difference; and

(2) for direct control serviceglassified under the proposal standard
control services- abuilding block proposaland
(3) fordirect control serviceslassified under the proposal @ternative
control services- a demonstration of the application of the cdntro
mechanism, as set out in thamework and approach papeand the
necessary supporting information; and
(4) for direct control services- indicative prices for each year of the
regulatory control periogand
(5) for services classified under the proposahagotiated distribution
services- the proposedegotiating frameworkand
(6) anindicatioridentification of the parts of the proposal (if any) the
Distribution Network Service Providerlaims to be confidentiakne
wants suppressed from publication on that ground
(d) Theregulatory proposaimust comply with the requirements of, and must
contain or be accompanied by the information regliby any relevant
regulatory information instrument
(e) If more than onélistribution systems owned, controlled or operated by a

Distribution Network Service Providethen, unless thé&ER otherwise
determines, a separategulatory proposalis to be submitted for each
distribution system
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6.9

6.9.1

6.9.2

6.9.3

(f)

If, at the commencement of this Chapter, ddfar parts of the same
distribution systemwere separately regulated, then, unless &R
otherwise determines, a separagulatory proposals to be submitted for
each part as if it were a separdigtribution system

Preliminary examination and consultation

Preliminary examination

(@)

(b)

If the AER considers that aegulatory proposal(or the accompanying
information) does not comply, in any respect, vatrequirement of the Law
or theRules the AER may notify the provider that it requires resubnauss

of the proposal.

The notice must be given as soon as practicGatdemust state why, and in
what respects, théER considers theregulatory proposalto be non-
compliant.

Resubmission of proposal

(@)

(b)

A Distribution Network Service Providemust, within 20business days
after receiving a notice under clause 6.9.1, resuibsrregulatory proposal
in an amended form that complies with the relevaguirements set out in
the notice.

A Distribution Network Service Providenay only make changes to its
regulatory proposato address the deficiencies identified in thecw®ti

Consultation

(@)

Subject to the provisions of the Law and Bhdesabout the disclosure of
confidential information the AER must publish a regulatory proposal
submitted or resubmitted to it by the provider urtties Part, together with:

(1) the AER'sproposedNegotiated Distribution Service Criterifor the
provider; and

(2)

N N ala a A aYa alaa ala ala araYa
C v/ ctero Y oo -, -, \vaviwile

ria

a notice inviting written submissions:

() on therequlatory proposal from any person other than the
Distribution Network Service Providethat submitted the
requlatory proposaland

(i) on the proposedNegotiated Distribution Service Critetidrom
any person; and
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6.10

6.10.1

(3) the date by which written submissions must laelen which must not
be earlier than 3Musiness daysfter the notice inviting written

submissions ipublished [6.29]
after theAERdecides that theegulatory proposatomplies (or that there is
sufficient compliance) with the requirements of tizav and theRules
(b) The AER may publish an issues paper examining issues related to the
regulatory proposaland the proposedNegotiated Distribution Service
Criteria, at the same time as, or subsequenpudlicationof theinvitation
noticereferred to in paragraph (a)(2). [6.29]
(c)
e e el [6.29]
Subject to subparagraph (a)(2),Dastribution Network Service Provider
may only make a written submission in responsenoteepublishedunder
subparagraph (a)(2) in respect ofegulatory proposathat was submitted
by anotheDistribution Network Service Provider [6.29]
(d)  Where: [6.29]
(1) theAERis making distribution determinations in relatiom two or
moreDistribution Network Service Providesas the same time; and [6.29]
(2) aDistribution Network Service Providenakes a written submission
referred to in paragraph (c), [6.29]
that written submission may only address materfédrénces between: [6.29]
(3) thereqgulatory proposathat was submitted by it; and [6.29]
(4) arequlatory proposalthat was submitted by anoth&istribution
Network Service Provider [6.29]
Draft distribution determination and further c onsultation
Making of draft distribution determination
Subject tahe Lawandrule 6.14a), theAERmust [6.3][6.10] [6.30]

(a) consider any written submissions maghelein accordance withule 6.9 [6.3] [6.10] [6.30]

(b) consider anyegulatory proposasubmitted under rule 6.8 or 6.9; [6.3] [6.10]
(c) bhave regard to analysis undertaken by or feAfER and [6.3] [6.10]
(d) mustmake a draft distribution determination in relationthe Distribution

Network Service Provider [6.3.1] [6.10.1]
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6.10.2 Publication of draft determination and consu Itation

(@ TheAERmustpublish

(1)
(@)
3)

(4)
()

(6)

the draft distribution determination; and
notice of the making of the draft distributidatermination; and

the AER'sreasons for suggesting that the distribution deiteaition
should be made as proposed including the drafttitoest decisions
I.e. the decisions made in accordance with rul@ 6riwhich the draft
distribution determination is predicated; and

notice of a predetermination conference; and

an—invitation—fea notice inviting written submissions on its draft
distribution determination from any person other than the
Distribution Network Service Provideéhat submitted theegulatory
proposal on which the draft distribution detertmination waased;
and

the date by which written submissions must la@len which must not

be earlier than 30business daysafter the draft distribution
determination ipublished

(b) The AER must hold a predetermination conference at the,tidate and
place specified in the notice under paragraph Yalg4 the purpose of
explaining the draft distribution determination anckceiving oral
submissions from interested parties. Any person ma#tgnd such a
predetermination conference but the procedure toallepted at the
conference will be at the discretion of the ser&R representative in
attendance.

A Distribution Network Service Providemay only make a written

submission in response to a notmégblishedunder subparagraph (a)(5) in

respect of a draft distribution determination thas been in made in respect

of anothemDistribution Network Service Provider

(d)  Where:

(1)

the AER is making distribution determinations in relatiom two or

(2)

moreDistribution Network Service Provideas the same time; and

aDistribution Network Service Providenakes a written submission

referred to in paragraph (c),

that written submission may only address mateifédrences between:
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(3) the draft distribution determination that hagib in made in relation to
it; and
(4) the draft distribution determination that hasib in made in relation to
anothemistribution Network Service Provider
6.10.3 Submission of revised proposal

(@)

(b)

()

(cl)

Ih—addition—to—making—written—submissionsihe Distribution Network

Service Providemay, not more than 38usiness dayafter the publication
of the draft distribution determination, submitearisedregulatory proposal
to theAER

A Distribution Network Service Providemay only make the revisions
referred to in paragraph (a) so as to incorporhte fubstance of any
changes required to address matters raised by th# distribution
determination or thAER'sreasons for it.

A revisedregulatory proposaimust comply with the requirements of, and
must contain or be accompanied by the informatiequired by, any
relevantregulatory information instrument

A revisedrequlatory proposalmust identify the parts of the proposal (if

(d)

(€)

(f)

any) theDistribution Network Service Providetaims to be confidential.

Subject to the provisions of the Law and Bwesabout the disclosure of
confidential information the AER must publish a revised regulatory
proposal submitted by theDistribution Network Service Provideunder
paragraph (a), together with the accompanying méion, as soon as
practicable after receipt by thER

TheAERmay, but need notmvitepublish a notice inviting, from any person
other than theDistribution Network Service Providdhat submitted the
revisedreqgulatory proposalwritten submissions on the revisezfjulatory
proposal

Paragraphs (q), (h) and (i) apply if tA&R publishes written notice under

(@)

paragraph (e).

Any person, other than thBistribution Network Service Providethat

(h)

submitted the proposaiay make a written submission to thER on the
revisedrequlatory proposalwithin the time specified in the notice, which
must be not earlier than ®isiness dayafter the publication of the notice.

A Distribution Network Service Providemay only make a written

submission in response to a notmglishedunder paragraph (e) in respect
of a revisedequlatory proposathat was submitted by anothBrstribution
Network Service Provider

(i) Where:
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(1) theAERis making distribution determinations in relatitm two or
moreDistribution Network Service Provideas the same time; and [6.30]
(2) aDistribution Network Service Providenakes a written submission
referred to in paragraph (h), [6.30]
that written submission may only address mateifédrénces between: [6.30]
(3) the revisedegulatory proposathat was submitted by it; and [6.30]
(4) a revisedrequlatory proposal that was submitted by another
Distribution Network Service Provider [6.30]
6.11 Distribution determination
6.11.1 Making of distribution determination
Subject tahe Law andule 6.14a), theAERmust [6.3] [6.10] [6.30]
(a) consider any submissions made on the draft distobudeterminatiopoer
en; [6.3] [6.10] [6.30]
(b) considerany revisedregulatory proposalsubmitted to it under clause
6.10.3 [6.3] [6.10]
(c) consider any submissions on any revisglilatory proposal [6.30]
(d) bhave regard to analysis undertaken by or feAfER and [6.3] [6.10]
(e) wmusmake a distribution determination in relation toe tBistribution
Network Service Provider [6.3.1] [6.10.1]
6.11.2 Notice of distribution determination
The AER must as soon as practicable, but not later thanoBths before the
commencement of the relevaegulatory control periodpublish
(1) notice of the making of the distribution detaration; and
(2) the distribution determination itself; and
(3) theAER'sreasons for making the distribution determinatioits final form
including the constituent decisions i.e. the decisimade in accordance
with rule 6.12 on which the distribution determioatis predicated.
6.11.3 Commencement of distribution determination

(@) A distribution determination takes effect at tbtommencement of the
regulatory control periodo which it relates.
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6.12

6.12.1

(b)

If a period intervenes between the end of mugilatory control periodand
the commencement of a new distribution determinapooviding for the
nextregulatory control period

(1)

(2)

3)

the previous distribution determination conéaun force during the
intervening period; and

the previousapproved pricing proposatontinues in force (despite
any contrary provision of thedRuleg during the intervening period
and the firstegulatory yearof the lateregulatory control periogand

the later distribution determination is to makwovision for
appropriate adjustments to thapproved pricing proposalsfor
subsequentegulatory yearf theregulatory control period

Requirements relating to draft and final distr  ibution
determinations

Constituent decisions

A distribution determination is predicated on tb#dwing decisions by th&ER
(constituent decisions):

(1)

(@)

a decision on the classification of the serside be provided by the
Distribution Network Service Provideturing the course of theegulatory
control period

a decisiomn

bleek—prepesal—m WhICh the AER e+ther—a|apreves—e¥—|aeiuse& to
approvedetermines

{——the annual revenue requiremeifibr the provideras—set-out-in-the

building-bleck—propesalfor eachregulatory yearof the regulatory
control period-and

(2A) {i—a decision in which thAEReither approves or refuses to apprtve

commencement and length of thregulatory control periodas
proposed in théuilding block proposal

3) lecisioninwhich ther:
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(3A)

bl | I ol ; toria taki :
aemonptbieanioboscoopdpe Taelors

a decision in accordance with clause 6.5.7(c) enDtistribution Network
Service Provider'dotal of the forecasbf required capital expenditure for
the requlatory control period and the forecast of required capital
expenditure for eactegulatory yearf therequlatory control periogd

a decision in accordance with clause 6.6A.1lia} identifies the&ontingent

(4)

(5)

(6)

(7)

(8)

9)

projects and their associatetfigger eventsfor the regulatory control

period

a decision in accordance with clause 6.5.6(c) @enDtistribution Network
Service Provider’'sotal of the forecasif required operating expenditure for
the requlatory control period and the forecast of required capital
expenditure for eactegulatory yearwf therequlatory control periogd

a deC|S|on in relatlon to the rate of retamwhetheHeﬂpphkepdep&H#mm
ory

menﬂn accordance Wlth clau@% 5 6.5.2

a decision on the regulatory asset base akeatdmmencement of the
regulatory control periodn accordance with clause 6.5.1 and schedule 6.2;

a decision on the estimated cost of corporaterne tax to the provider for
eachregulatory yearof the regulatory control periodn accordance with

clause 6.5.3 and, where relevanstatement-of regulatoryintestatement

on the cost of capitalnder clause 6.5.4;

a decision on whether or not to approve theratation schedules
submitted by theDistribution Network Service Provideand, if theAER

decides against approving them, a decision det@émgirdepreciation
schedules in accordance with clause 6.5.5(b);

a decision on how any applical@#iciency benefit sharing schenservice
target performance incentive schene—-demand management incentive
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schemeor other incentive scheme or schemes developedpabtished
under clause 6.6.S to apply to théistribution Network Service Provider [6.20.4]

(10) a decision in which thAER decides other appropriate amounts, values or
inputs;

(11) a decision on the control mechanism (includimg X factor) forstandard
control services(to be in accordance with the relevdramework and

approach paper

(12) a decision on the control mechanismdtiernative control serviceo be
in accordance with the relevanamework and approach paper

(13) a decision on how compliance with a relevamtml mechanism is to be
demonstrated,;

(13A) a decision on whether there is to be an ahest for the use or forecast
use of assets forming part of the requlatory alsasé for the provision of
services other than the provisionstdndard control serviceis the control
mechanism or by an adjustment to the building ldoaka combination of
these adjustments; [6.21]

(14) a decision on the additionpéss through eventhat are to apply for the
regulatory control periog

(15) a decision on theegotiating frameworkhat is to apply to th®istribution
Network Service Provideor theregulatory control periodwhich may be
the negotiating frameworlas proposed by the provider, some variant of it,
or a framework substituted by tA&ER);

(16) a decision in which th&ER decides theNegotiated Distribution Service
Criteria for theDistribution Network Service Provider

(17) a decision on the procedures for assigningoouwsrs totariff classes or
reassigning customers from onariff class to another (including any
applicable restrictions);

(17A) a decision on the approval of the proposedting methodologyfor
transmission standard control serviggrule 6.26 applies);

(18) a decision on whether depreciation for essabilig the regulatory asset base
as at the commencement of the follownegulatory control periods to be
based on actual or forecast capital expenditure;

(19) a decision on how tHeistribution Network Service Provides to report to
the AER on its recovery oflesignated pricing proposal chargésr each
regulatory yearof theregulatory control periodand on the adjustments to
be made to subsequepticing proposalsto account for over or under
recovery of those charges; and

(20) a decision on how tHeistribution Network Service Providés to report to
the AER on its recovery ofjurisdictional scheme amountfor each
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6.12.2

6.12.3

regulatory yearof theregulatory control periodand on the adjustments to
be made to subsequepticing proposalsto account for over or under
recovery of those amounts. A decision under thigpatagraph (20) must be
made in relation to eaghbrisdictional schemeainder which théistribution
Network Service Providdnasjurisdictional schemebligations at the time
the decision is made.

Reasons for decisions

The reasons given by th&ER for a draft distribution determination under rule
6.10 or a final distribution determination undefer6.11 must set out the basis
and rationale of the determination, including:

(1)

(2)

®3)

(4)

details of the qualitative and quantitative hoets applied in any
calculations and formulae made or used byAB& and

the values adopted by theER for each of the input variables in any
calculations and formulae, including:

(i) whether those values have been taken or deffireed the provider's
currentbuilding block proposaland

(i) if not, the rationale for the adoption of tleogalues; and

details of any assumptions made by &teR in undertaking any material
gualitative and quantitative analyses; and

reasons for the making of any decisions, tivngior withholding of any
approvals, and the exercise of any discretionsef@sred to in this Chapter
6, for the purposes of the determination.

Extent of AER's discretion in making distrib ~ ution determinations

(@)

(b)

()

Subject to this clause and other provisionsthis Chapter 6 explicitly
negating or limiting th&ER'sdiscretion, theAER has a discretion to accept
or approve, or to refuse to accept or approve,edement of aegulatory
proposal

The classification of services must be as sétiro the relevanframework
and approach papeunless theAER considers that, in the light of the
Distribution Network Service Provider'segulatory proposaland the
submissions received, there ageed—reasons—for—departingcumstances
that were unforeseen at the time &ER publishedhe relevanframework
and approach papemwhich justify a departuréfrom the classification

propesegdpecifiedin that paper. [6.32]

The control mechanisms must be as set outarrdélevantramework and
approach paperunless theAER considers that, in the light of the
Distribution Network Service Provider'sequlatory proposal and the
submissions received, there are circumstanceswet unforeseen at the
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6.13

time theAER publishedhe relevanframework and approach pape&rhich
justify a departure from the control mechanism<#igel in that paper

{eXd) TheAERmust approve a proposesulatory control periodf the proposed
period consists of Begulatory years

{en(e)The AER must approve a proposettgotiating frameworkf the AER is
satisfied that it adequately complies with the rezqaents of Part D.

() If the AER refuses to approve the proposeegotiating frameworkthe
approved amendeategotiating frameworknust be:

(1) determined on the basis of the current proposedotiating
framework and

(2) amended from that basis only to the extent $sy to enable it to be
approved in accordance with tRelles

Revocation and substitution or amendment of distribution

determination for wrong information or error
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6.14

6.14.1

(a)

Except as provided for in clause 6.6.4(d), AR may only (but is not

(b)

()

(d)

required to) revoke or amend a distribution detaation during a
requlatory control periodvhere it appears to teERthat:

(1) theannual revenue requirememtas set on the basis of information
provided by or on behalf of the relevddistribution Network Service
Provider to the AER that was false or misleading in a material

particular; or

(2) there was a material error or deficiency in théstribution
determination.

If the AERrevokes a distribution determination under panalg¢a)a)(1) or
(a)(2) the AER must make a new distribution determination in stiigon

for the revokedlistributiondetermination to apply for the remainder of the
regulatory control periodor which the revokedlistribution determination
was to apply.

If the AER revokesand substitutes or amenedsdistribution determination
under paragraph (@) or (a)(2) the substitutedbr amended distribution
determination must only vary from the revoked existing distribution
determination to the extent necessary to correet rislevant error or
deficiency.

The AER may only revoke and substituter amend a distribution
determination under this rule 6.13, if it has ficsinsulted with the relevant
Distribution Network Service Provideand such other persons as it
considers appropriate.

Miscellaneous

QOut-of-scope submissions and late submission S

(a)  Subject to the Law, where ti&R publishes a notice inviting submissions
under this Part E, théAER must not consider any submission, or any
material supplied with a submission, that doescootply with clause 6.9.3,
6.10.2 or 6.10.3, or is otherwise not relevanh®purpose of the invitation.

(b)  Where abDistribution Network Service Provideresubmits aregulatory

proposalunder clause 6.9.2 or submits a revissgulatory proposalinder
clause 6.10.3, th&ERmust not consider:

(1) a resubmitted or revisedqulatory proposathat was submitted late;
or

(2) if the revisedrequlatory proposalincludes material that is not
permitted under clause 6.10.3—that material.
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(c) This clause does not prevent ti&R from accepting typographical
corrections, corrections of miscalculations andrexdions of other errors
that do not affect the substance @€gulatory proposal

)(a)Nothing in this Part E is to be construed as piciolg the AER from
publishing any issues, consultation and discussion paperbplding any
conferences and information sessions, thaAtBR considers appropriate.

{e)(b)Subject to paragrapfab(c), as soon as practicable after &kiER receives a
submission in response to an invitation referredtalause 6.9.3(a)(2) or
6.10.2(a)(5) (whether or not the submission wasartaefore the time for
making it has expired), t®ERmustpublishthat submission.

{eh(c) The AER must notpublish a submission referred to in paragraph(b) to
the extent it contains information which has bedésarty identified as
confidential by the person making the submission.

{eXd)The AER may give such weight taonfidential informationidentified in
accordance with paragrapke)(c) in a submission as it considers
appropriate, having regard to the fact that sudbrination has not been
made publicly available.

(e) TheAER may give such weight tgonfidential informationidentified in
accordance with clause 6.8.2(c)(6) inregulatory proposalor clause
6.10.3(cl) in_a revisedequlatory proposal as it considers appropriate,
having regard to the fact that such information hasbeen made publicly

(H Paragraphej(c) does not apply to the extent that any other prowisf the
Law or the Rules permits or requires such information to be puplicl
released by thAER

Duty to comply with Cost Allocation Method

A Distribution Network Service Providenust comply with theCost Allocation
Methodthat has been approved in respect of that prowider time to time by the

6.14.2 Other matters
available.
Part F Cost Allocation
6.15 Cost allocation
6.15.1
AERunder this rule 6.15.
6.15.2

Cost Allocation Principles

The following principles constitute ti@ost Allocation Principles

(1) the detailed principles and policies used Hyistribution Network Service
Provider to allocate costs between different categoriesdistribution
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6.15.3

(@)

®3)

(4)

(5)
(6)

(7)

Note:

servicesmust be described in sufficient detail to enableAERTto replicate
reported outcomes through the application of thpseiples and policies;

the allocation of costs must be determined tng to the substance of a
transaction or event rather than its legal form;

only the following costs may be allocated toparticular category of
distribution services

(i) costs which are directly attributable to theysion of those services;

(i) costs which are not directly attributable toet provision of those
services but which are incurred in providing thesevices, in which
case such costs must be allocated to the provididhose services
using an appropriate allocator which should:

(A) except to the extent the cost is immaterialaocausal based
method of allocation cannot be established withmdue cost
and effort, be causation based; and

(B) to the extent the cost is immaterial or a chbsaed method of
allocation cannot be established without undue aast effort,
be an allocator that accords with a well acceptesl allocation
method;

any cost allocation method which is used, #asons for using that method
and the numeric quantity (if any) of the chosemadtor must be clearly
described;

the same cost must not be allocated more thae;o

the principles, policies and approach used Hocae costs must be
consistent with th®istribution Ring-Fencing Guidelines

costs which have been allocated to a particéavice cannot be reallocated
to another service during the course oégulatory control period

The Cost Allocation Guidelineare required by clause 6.15.3 to give effect td be consistent
with, theCost Allocation Principles

Cost Allocation Guidelines

(@)

(b)

TheAERmust, in accordance with tlggstribution consultation procedures
make guidelines (th€ost Allocation Guidelinggelating to the preparation
by aDistribution Network Service Providerf its Cost Allocation Methad

TheCost Allocation Guidelines

(1) must give effect to and be consistent with fGiest Allocation
Principles and
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6.15.4

©)

(d)

(e)

(2) may be amended by tA&Rfrom time to time in accordance with the
distribution consultation procedures

Without limiting the generality of paragraph),(ithe Cost Allocation
Guidelinesmay specify:

(1) the format of &ost Allocation Methadand

(2) the detailed information that is to be includada Cost Allocation
Method and

(3) the categories oflistribution serviceswhich are to be separately
addressed in aCost Allocation Methaod such categories being
determined by reference to the nature of thosdce=yvthe persons to
whom those services are provided or such otheprfacs theAER
considers appropriate; and

(4) the allocation methods which are acceptable #red supporting
information that is to be included in relation tech methodologies in
aCost Allocation Method

The AER may, from time to time and in accordance with ¢h&ribution
consultation proceduresimend or replace tlgost Allocation Guidelines

TheAERmust, in accordance with tlagstribution consultation procedures
develop andpublish the first Cost Allocation Guidelinesvithin 6 months

after the commencement of theRalesand there must b€ost Allocation

Guidelinesavailable at all times after that date.

Cost Allocation Method

(@)

(b)

(©)

(d)

EachDistribution Network Service Providenust submit to th&ERfor its
approval a document setting out its propoSedt Allocation Method

(1) within 12 months after the commencement ofeltagdes or

(2) in the case of an entity that becomeBistribution Network Service
Provider more than 6 months after the commencement of tRakes
within 6 months of being required to do so by AR

The Cost Allocation Methogroposed by @istribution Network Service
Provider must give effect to and be consistent with ©est Allocation
Guidelines

The AER may approve or refuse to approveCast Allocation Method
submitted under paragraph (a).

TheAER must notify the relevaristribution Network Service Providexf
its decision to approve or refuse to approve @wst Allocation Method
submitted to it under paragraph (a) within 6 mondfisits submission,
failing which theAERwill be taken to have approved it.
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Part G

6.16

(e)

(f)

(¢))

(h)

As part of giving any approval referred to imwrggraph (c), th&AER may,
after consulting with the relevamistribution Network Service Provider
amend theCost Allocation Methodubmitted to it, in which case tl&ost
Allocation Methodas so amended will be taken to be approved bpjHi®

A Distribution Network Service Providenay, with theAER's approval,
amend itCost Allocation Methodrom time to time but:

(1) the amendment:

() may be approved on condition that tBéstribution Network
Service Provideragree to incorporate into the amendment
specified additional changes to tBest Allocation Methodhe
AER reasonably considers necessary or desirable asuét of
the amendment as submitted; and

(i) if approved on such a condition, does not takKect unless and
until the Distribution Network Service Providewotifies theAER
of its agreement; and

(2) if 6 months elapse from the date of the subimosef the amendment
and the AER has not notified theDistribution Network Service
Provider within that period of its approval or refusal tppaove the
amendment, the amendment is, at the end of thadidpeonclusively
presumed to have been unconditionally approved.

A Distribution Network Service Providanust amend it€ost Allocation
Methodwhere the amendment is required by &R to take into account
any change to th€ost Allocation Guidelingsbut the amendment only
comes into effect:

(1) on the date that th®ER approves that amendment, or 3 months after
the submission of the amendment, whichever is dnieee; and

(2) subject to additional changes to fhest Allocation Methodif any)
the AERreasonably considers necessary or desirable esul of the
amendment and notifies to tBestribution Network Service Provider
before the amendment takes effect.

A Distribution Network Service Providenust maintain a current copy of its
Cost Allocation Methodn its website.

Distribution consultation procedures

Distribution consultation procedures

(@)

This rule 6.16 applies wherever tA&R is required to comply with the
distribution consultation procedures~or the avoidance of doubt, the
distribution consultation procedurese separate from, and (where they are
required to be complied with) apply to the exclasiof, the Rules
consultation procedures under rule 8.9.
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(b) If the AER is required to comply with thelistribution consultation
proceduresin making, developing or amending any guidelimagdels or
schemes, or in reviewing any values or methodspgtpublish

(1) the proposed guideline, model, scheme, amendorerevised value
or method; and

(2) an explanatory statement that sets out theigoomvof theRulesunder
or for the purposes of which the guideline, modstheme or
amendment is proposed to be made or developedeovdlue or
method is required to be reviewed, and the reaomthe proposed
guideline, model, scheme, amendment or revisecevalunethod; and

(3) an invitation for written submissions on theomosed guideline,
model, scheme, amendment or revised value or method

(c) The invitation must allow no less than B@siness dayfor the making of
submissions, and th&ER s not required to consider any submission made
pursuant to that invitation after this time pertwab expired.

(d) TheAER maypublishsuch issues, consultation and discussion papeds, a
hold such conferences and information sessionslation to the proposed
guideline, model, scheme, amendment or revisedevalumethod as it
considers appropriate.

(e) Within 80 business daysf publishing the documents referred to in
paragraph (b), thAERmustpublish

(1) its final decision on the guideline, model, ecte, amendment, value
or method that sets out:

(i) the guideline, model, scheme, amendment orseglivalue or
method (if any); and

(i) the provision of theRulesunder which or for the purposes of
which the guideline, model, scheme or amendmenbeisig
made or developed or the value or method is bedvgewed,
and

(i) the reasons for the guideline, model, scheamagndment value
or method; and

(2) notice of the making of the final decision dre tguideline, model,
scheme, amendment, value or method.

()  Subject to paragraph (c), tA&ERmust, in making its final decision referred
to in paragraph (e)(1), consider any submissionslempursuant to the
invitation for submissions referred to in paragrdph(3), and the reasons
referred to in paragraph (e)(1)(iii) must include:

(1) a summary of each issue raised in those sulwngghat theAER
reasonably considers to be material; and
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(2) theAER'sresponse to each such issue.
(g0 TheAERmay extend the time within which it is requiredptablish its final

decision if:

(1) the consultation involves questions of unuswamplexity or
difficulty; or

(2) the extension of time has become necessarybeca# circumstances
beyond theAER'scontrol.

Part H Ring-Fencing Arrangements for Distribution N etwork
Service Providers

6.17

6.17.1

6.17.2

Distribution Ring-Fencing Guidelines

Compliance with Distribution Ring-Fencing Gu idelines

All Distribution Network Service Providemust comply with theDistribution
Ring-Fencing Guidelinegrepared in accordance with clause 6.17.2.

Development of Distribution Ring-Fencing Gui  delines

(@)

(b)

Guidelines may be developed by &teR for the accounting and functional
separation of the provision aflirect control servicesby Distribution
Network Service Providersrom the provision of other services by
Distribution Network Service Provider@he Distribution Ring-Fencing
Guideline$. The guidelines may vary in application as betweddferent
participating jurisdictions

Note:

Clause 11.14.5 will have a bearing on the appticatif these guidelines in certain cases.

TheDistribution Ring-Fencing Guidelinesay include, but are not limited
to:

(1) provisions defining the need for and extent of:

(i) legal separation of the entity through whichDastribution
Network Service Provideprovidesnetwork servicegrom any
other entity through which it conducts businesst an

(i) the establishment and maintenance of conswdland separate
accounts forstandard control servicesalternative control
services and other services provided by tHeistribution
Network Service Provideand

(ii) allocation of costs betweenstandard control services
alternative control serviceand other services provided by the
Distribution Network Service Provideand
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(iv) limitations on the flow of information betwedhe Distribution
Network Service Provideand any other person; and

(v) limitations on the flow of information where dfe is the
potential for a competitive disadvantage betwe@sehparts of
the Distribution Network Service Provider'business which
provide direct control servicesand parts of the provider's
business which provide any other services; and

(2) provisions allowing the AER to add to or to waia Distribution
Network Service Provider's obligations under thetiibution Ring-
Fencing Guidelines.

(c) In developing or amending tHaistribution Ring-Fencing Guidelinethe
AER must consider, without limitation, the need, sp da practicable, for
consistency between thBistribution Ring-Fencing Guidelineand the
Transmission Ring-Fencing Guidelines

(d) In developing or amending tH&istribution Ring-Fencing Guidelineghe
AER must consult wittparticipating jurisdictions Registered Participants
AEMO and otheinterested partiesand such consultation must be otherwise
in accordance with thaistribution consultation procedures

Part |  Distribution Pricing Rules
6.18 Distribution Pricing Rules

6.18.1 Application of this Part

This Part applies to tariffs andriff classegelated tadirect control services

6.18.2 Pricing proposals

(@) AnDistribution Network Service Providenust:

(1) submit to theAER as soon as practicable, and in any case within 15
business daysafter publication of the distribution determination, a
pricing proposal(theinitial pricing proposal) for the firstregulatory
year of theregulatory control periogand

(2) submit to theAER at least 2 months before the commencement of the
second and each subsequegulatory yearof theregulatory control
period, a furtherpricing proposal(an annual pricing proposal) for
the relevantegulatory year

(b) A pricing proposalmust:

(1) set out theariff classesthat are to apply for the relevarggulatory
year, and

(2) set out the proposed tariffs for eaahff class and
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6.18.3

(€)

(3) set out, for each proposed tariff, thlarging parametersand the
elements of service to which eadmarging parameterelates; and

(4) set out, for eachariff classrelated tostandard control serviceshe
expected weighted average revenue for the relenstlatory year
and also for the currenégulatory yeay and

(5) set out the nature of any variation or adjustinte the tariff that could
occur during the course of tihegulatory yearand the basis on which
it could occur; and

(6) set out howdesignated pricing proposal chargese to be passed on
to customers and any adjustments to tariffs resulfrom over or
under recovery of those charges in the previegslatory yeayand

(6A) set out howjurisdictional scheme amountfor each approved
jurisdictional schemeare to be passed on to customers and any
adjustments to tariffs resulting from over or undecovery of those
amounts; and

(6B) describe how eaclpproved jurisdictional scheméhat has been
amended since thast jurisdictional scheme approval dateeets the
jurisdictional scheme eligibility criterizand

(7) demonstrate compliance with tRelesand any applicable distribution
determination; and

(8) describe the nature and extent of change frapteviougegulatory
year and demonstrate that the changes comply wittiRthlesand any
applicable distribution determination.

TheAERmust on receipt of pricing proposalfrom aDistribution Network
Service Providepublishthe proposal.

Tariff classes

(@)

(b)

(€)

(d)

A pricing proposalmust define théariff classesinto which customers for
direct control serviceare divided.

Each customer fadirect control servicesnust be a member of 1 or more
tariff classes

Separatéariff classesmust be constituted for customers to whstiaendard
control servicesare supplied and customers to whaiternative control
servicesare supplied (but a customer for bethndard control servicesnd
alternative control servicesay be a member of 2 or mdeeiff classe}.

A tariff classmust be constituted with regard to:

(1) the need to group customers together on anoedcally efficient
basis; and
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(2) the need to avoid unnecessary transaction.costs

6.18.4 Principles governing assignment or re-assign ment of customers to
tariff classes and assessment and review of basis o f charging

(@)

(b)

In formulating provisions of a distribution dahination governing the
assignment of customers tariff classesor the re-assignment of customers
from onetariff classto another, thER must have regard to the following
principles:

(1) customers should be assignedanoff classeson the basis of one or
more of the following factors:

(i) the nature and extent of their usage;
(i)  the nature of theiconnectiono thenetwork

(i) whether remotely-read interval metering orhet similar
metering technology has been installed at the ousts
premises as a result ofegulatory obligation or requirement

(2) customers with a similaconnectionand usage profile should be
treated on an equal basis;

(3) however, customers with micro-generation féesi should be treated
no less favourably than customers without suchlifiesi but with a
similar load profile;

(4) a Distribution Network Service Provider'slecision to assign a
customer to a particuldariff class or to re-assign a customer from
onetariff classto another should be subject to an effective sysié
assessment and review.

Note:

If (for example) a customer is assigned (or reaesiy to atariff classon the basis of the
customer's actual or assumathximum demandhe system of assessment and review
should allow for the reassignment of a customer démonstrates a reduction or increase
in maximum demantb atariff classthat is more appropriate to the customiexs profile.

If the charging parametersor a particular tariff result in a basis of charg
that varies according to the usage or load proffethe customer, a
distribution determination must contain provisidosan effective system of
assessment and review of the basis on which aroestis charged.

6.18.5 Pricing principles

(@)

For eachariff class the revenue expected to be recovered shouldhliero
between:

(1) an upper bound representing the stand aloné abserving the
customers who belong to that class; and
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(2) a lower bound representing the avoidable cdéstab serving those
customers.
(b) A tariff, and if it consists of 2 or moharging parameterseachcharging
parameterfor atariff class
(1) must take into account the long run marginat ¢or the service or, in
the case of @harging parameterfor the element of the service to
which thecharging parameterelates; and
(2) must be determined having regard to:
(i) transaction costs associated with the tariff each charging
parameter and
(i)  whether customers of the relevaatiff classare able or likely
to respond to price signals.
(c) If, however, as a result of the operation ofagaaph (b), théistribution
Network Service Providemay not recover the expected revenue, the
provider must adjust its tariffs so as to ensuo®very of expected revenue
with minimum distortion to efficient patterns ofresumption.
6.18.6 Side constraints on tariffs for standard con  trol services

(@)

(b)

(€)

(d)

This clause applies only tariff classeselated to the provision standard
control services

The expected weighted average revenue to beddiom aariff classfor a
particularregulatory yearof aregulatory control periodnust not exceed
the corresponding expected weighted average revémuéhe preceding
regulatory year in that regulatory control periodby more than the
permissible percentage.

The permissible percentage is the greatereofdhowing:

(1) the CPI-X limitation on any increase in timastribution Network
Service Provider'sexpected weighted average revenue between the
two regulatory yearplus 2%;

Note:

The calculation is of the form (1 + CPI)(1 — X)(12%6)
(2) CPI plus 2%.

Note:

The calculation is of the form (1 + CPI)(1 + 2%)

In deciding whether the permissible percentage been exceeded in a
particularregulatory yeaythe following are to be disregarded:
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(1) the recovery of revenue to accommodate a vaniab the distribution
determination under rule 6.6 or 6.13;
(2) the recovery of revenue to accommodate pasaighr ofdesignated
pricing proposal charge® customers; and
(3) the recovery of revenue to accommodate pas®ughr of
jurisdictional scheme amountisr approved jurisdictional schemes
(e) This clause does not, however, limit the extemariff for customers with
remotely-read interval metering or other similarteneg technology may
vary according to the time or other circumstanddb® customer's usage.
6.18.7 Recovery of designated pricing proposal char  ges

(@)

(b)

(©)

(d)

A pricing proposalmust provide for tariffs designed to pass on tst@oers
the designated pricing proposal chargés be incurred by th®istribution
Network Service Providdor transmissioruse of system services

The amount to be passed on to customers faricplar regulatory year
must not exceed the estimated amount ofdigignated pricing proposal
chargesadjusted for over or under recovery in accordanite paragraph

(c).
The over and under recovery amount must beilzdéd in a way that:

(1) subject to subparagraphs (2) and (3) belowgaissistent with the
method determined by theAER in the relevant distribution
determination for th®istribution Network Service Provider

(2) ensures distribution Network Service Provides able to recover
from customers no more and no less than dbeignated pricing
proposal chargest incurs; and

(3) adjusts for an appropriate cost of capital thaonsistent with the rate
of return used in the relevant distribution detevation for the
relevantregulatory year

Notwithstanding anything else in this claus&867, aDistribution Network
Service Providemay not recover charges under this clause to thenex
these are:

(1) recovered through tHaistribution Network Service Provider's annual
revenue requirement

(2) recovered under clause 6.18.7A; or

(3) recovered from anoth&istribution Network Service Provider

6.18.7A Recovery of jurisdictional scheme amounts

Pricing Proposal

Page 629



NATIONAL ELECTRICITY RULES CHAPTER 6
VERSION 45 ECONOMIC REGULATION OF DISTRIBUTION SERVICES

(@) Apricing proposalmust provide for tariffs designed to pass on tst@umers
a Distribution Network Service Provider’girisdictional scheme amounts
for approved jurisdictional schemes

(b) The amount to be passed on to customers faricplar regulatory year
must not exceed the estimated amourjuo$dictional scheme amountsr
a Distribution Network Service Providerapproved jurisdictional schemes
adjusted for over or under recovery in accordanitie paragraph (c).

(c) The over and under recovery amount must beilzdbd in a way that:

(1) subject to subparagraphs (2) and (3) belowoissistent with the
method determined by th&ER for jurisdictional scheme amounis
the relevant distribution determination for tBestribution Network
Service Provideror where no such method has been determined, with
the method determined by th&ER in the relevant distribution
determination in respect designated pricing proposal charges

(2) ensures distribution Network Service Provides able to recover
from customers no more and no less thanjtinsdictional scheme
amountst incurs; and

(3) adjusts for an appropriate cost of capital thaonsistent with the rate
of return used in the relevant distribution detevation for the
relevantregulatory year

Jurisdictional schemes
(d) A scheme is aurisdictional schemé:
(1) the scheme is specified in paragraph (e); or

(2) theAERhas determined under clause paragraph (I) thagsdheme is
ajurisdictional scheme

and theAER has not determined under paragraph (u) that thense has
ceased to bejarisdictional scheme

(e) For the purposes of paragraph (d)(1), the Wolg schemes are
jurisdictional schemes

(1) schemes established under the following laws pafticipating
jurisdictions:

(i) Electricity Feed-in (Renewable Energy Premiumgt 2008
(ACT);

(i) Division 3AB of the Electricity Act 1996 (SA);

(iif) Section 44A of the Electricity Act 1994 (QId)
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(iv) Electricity Industry Amendment (Premium Sofeeed-in Tariff)
Act 2009 (Vic);

(2) the Solar Bonus Scheme established under tetrieity Supply Act
1995 (NSW); and

(3) the Climate Change Fund established under tiexdy and Ultilities
Administration Act 1987 (NSW).

AER Requested to deter mine that schemeisajurisdictional scheme

(H Any person may request th&®ER to determine whether a scheme is a
jurisdictional scheme

(@) A-request made under paragraph (f) must conteifiollowing information:
(1) the name and address of the person makingtheest;

(2) details of the law of garticipating jurisdiction under which the
relevant scheme is established;

(3) the commencement date of the relevant schenak; a

(4) an explanation of how the relevant scheme mgwtgurisdictional
scheme eligibility criteria

() The AER must as soon as practicable after receiving tlyeiest under
paragraph (fpublishthe request.

AER may assess whether a schemeisajurisdictional scheme

(i) The AERmay at any time initiate an assessment of wheth&rheme is a
jurisdictional scheme

() If the AER decides to initiate an assessment under paragrpphniust
publishdetails of the scheme it is considering and tlasaas for initiating
the assessment.

AER to determine whether a schemeisajurisdictional scheme

(k) Before making a determination under paragrdphti{e AER may consult
with the relevantDistribution Network Service Provideand such other
persons as thAER considers appropriate, on any matters arisingobthe
request or the assessmentAeR considers appropriate.

()  The AERmust within 20business daysf:
(1) receiving a request under paragraph (f); and
(2) publishingdetails of an assessment under paragraph (j),

determine in accordance with paragraph (n) if televant scheme is a
jurisdictional schemandpublishits decision (including the reasons).
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(m) TheAERmay extend the time limit fixed in paragraph {liticonsiders that
the difficulty of assessing whether a scheme jsrigdictional schemeor
the complexity of the issues raised during any gttason under paragraph
(k), justifies the extension.

(n) The AER must only determine that a scheme iguasdictional scheme
under paragraph (I) if it considers that the schemeets thgurisdictional
scheme eligibility criteria

AER requested to determine that scheme should cease to be a jurisdictional
scheme

(o) Any person may request tA&Rto determine that a scheme is no longer a
jurisdictional scheme

(p) A request made under paragraph (0) must contam following
information:

(1) the name and address of the person makingtheest;

(2) the law of aparticipating jurisdiction under which the relevant
scheme is established;

(3) the commencement date of the relevant schenak; a

(4) an explanation of why the scheme no longer sndetjurisdictional
scheme eligibility criteria

(@) The AER must as soon as practicable after receiving tlygiest under
paragraph (opublishthe request.

AER may assess whether a scheme should cease to a jurisdictional scheme

(n TheAERmay at any time consider whether a scheme shaadecto be a
jurisdictional scheme

(s) If the AER decides to initiate an assessment of whether ansetrshould
cease to bgurisdictional schemeinder paragraph (r) it mugtblishdetails
of the scheme it is considering and the reasonmiftbating the assessment.

AER to determine whether a scheme should cease to be a jurisdictional
scheme

(t) Before making a determination under paragraph the AER may consult
with the relevantDistribution Network Service Provideand such other
persons as thAER considers appropriate, on any matters arisingobthe
request or the assessmentAeR considers appropriate.

(u) TheAERmust within 20business daysf:

(i) receiving a request under paragraph (0); or
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(v)

(w)

(i)  publishingdetails of an assessment under paragraph (s),

determine in accordance with paragraph (w) if thlewant scheme should
cease to be mirisdictional schemend publishits decision (including the
reasons).

The AERmay extend the time limit fixed in paragraph (u} considers that
the difficulty of assessing whether a scheme shotddse to be a
jurisdictional schemeor the complexity of the issues raised during any
consultation under paragraph (t), justifies theeegion.

The AER must only determine that a scheme has ceased ta be
jurisdictional schemeinder paragraph (u) if it considers that the sehem
longer meets thpirisdictional scheme eligibility criteria

Jurisdictional scheme €eligibility criteria

(x)

The following are thgurisdictional scheme eligibility criteria

(1) thejurisdictional scheme obligationsequire aDistribution Network
Service Provideto:

() pay a person;

(i) pay into a fund established under an Act oparticipating
jurisdiction;

(i) credit against charges payable by a person; o
(iv) reimburse a person,

an amount specified in, or determined in accordandt, the
jurisdictional scheme obligations

(2) thejurisdictional scheme obligationare imposed on ®istribution
Network Service Providein its capacity as ®istribution Network
Service Provider

(3) the amount referred to in subparagraph (1)otsim the nature of a
fine, penalty or incentive payment for tHeistribution Network
Service Providerand

(4) except as provided in these Rules, Bhstribution Network Service
Provider has no right to recover the amount referred to In
subparagraph (1) from any person.

6.18.8 Approval of pricing proposal

(@)

TheAERmust approve pricing proposalif the AERIs satisfied that:

(1) the proposal complies with this Part, any ratgvclauses in Chapter
11 of theRulesand any applicable distribution determination; and
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(2) all forecasts associated with the proposaleassonable.

(b) If the AERdetermines that pricing proposalis deficient:

(1) the AER may require theDistribution Network Service Provider
within 10 business dayafter receiving notice of the determination, to
re-submit the proposal with the amendments necgs$satorrect the
deficiencies identified in the determination ancléss theAER
permits further amendment) no further amendment; or

(2) the AER may itself make the amendments necessary to t¢afiec
deficiencies.

(c) If the service provider fails to comply withrequirement under paragraph

(d)

(b), or the resubmitted proposal fails to corréet deficiencies in the former
proposal, thlAERmay itself amend the proposal to bring it into foomity
with the requirements of this Part and any applealistribution
determination.

Anapproved pricing proposdbkes effect:

(1) in the case of an initigdricing proposal— at the commencement of
the firstregulatory yearof theregulatory control periodor which the
distribution determination is made; and

(2) in the case of an annuaiicing proposal— at the commencement of
theregulatory yearto which the proposal relates.

Note:

The operation of this paragraph may, in some igtsnbe displaced or modified by clause
6.11.3(b).

6.18.9 Publication of information about tariffs and tariff classes

(@)

(b)

A Distribution Network Service Providenust maintain on its website:

(1) a statement of the providet&iff classesand the tariffs applicable to
each class; and

(2) for each tariff — thecharging parametersand the elements of the
service to which eaatharging parameterelates; and

(3) a statement of expected price trends (to batgpodfor eaclnegulatory
year) giving an indication of how th®istribution Network Service
Provider expects prices to change over tkgulatory control period
and the reasons for the expected changes.

The information for a particulaiegulatory yearmust, if practicable, be
posted on the website 2dlisiness daybefore the commencement of the
relevantregulatory yearand, if that is not practicable, as soon as prabte
thereatfter.

Page 634



NATIONAL ELECTRICITY RULES CHAPTER 6

VERSION 45

ECONOMIC REGULATION OF DISTRIBUTION SERVICES

6.19.

6.19.1

6.19.2

Part J

6.20

6.20.1

Data Required for Distribution Service Pricin ¢

Forecast use of networks by Distribution Cus  tomers and Embedded
Generators

Any information required byDistribution Network Service Providenniust be
provided byService Applicantas part of theonnectionand access requirements
set out in Chapter 5.

Confidentiality of distribution network pric ing information

(@) Subject to the Law and tlrRales all information about &ervice Applicant
or Distribution Network Userused by Distribution Network Service
Providers for the purposes oflistribution servicepricing is confidential
information.

(b)  No requirement in this Chapter 6 to publistorniation about #ariff class
is to be construed as requiring publication of infation about an
individual customer.

Billing and Settlements

Billing and Settlements Process

This clause describes the manner in whiastribution CustomersandEmbedded
Generatorsare billed byDistribution Network Service Providefer distribution
servicesand how payments falistribution servicesre settled.

Billing for distribution services

(@) A Distribution Network Service Providanust bill Distribution Network
Usersfor distribution servicess follows:

(1) Embedded Generatars

() by applying theentry chargeas a fixed annual charge to each
Embedded Generatpand

(i) by applying any other charge thistribution Network Service
Provider makes consistently with theRulesand the applicable
distribution determination.

(2) Distribution Customers

The charges t@istribution Customersnust be determined according
to use of thaistribution networkas determined in accordance with a
metrology procedureor, in the absence of metrology procedure
allowing such a determination to be made nigteror by agreement
between theDistribution Customerand the Distribution Network
Service Provideby applying one or more of the following measures:
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() demand-based prices to tBestribution Customer'snetered or
agreed half-hourly demand;

(i) energy-based prices to thgistribution Customer'snetered or
agreed energy;

(i) the Distribution Customercharge determined under this clause
as a fixed periodic charge to edaistribution Customer

(iv) a fixed periodic charge, a prepayment or othgrarge
determined by agreement with thestribution Customer

(v) any other measure th&istribution Network Service Provides
authorised to apply by the applicable distributi@termination.

(b) Subject to paragraph (c), whereDastribution Customer(other than a
Market Customgr incurs distribution servicecharges, theDistribution
Network Service Providemust bill theMarket Customefrom whom the
Distribution Customelpurchases electricity directly or indirectly fouch
distribution servicesn accordance with paragraph (a)(2).

(c) If a Distribution Customerand the Market Customerfrom whom it
purchases electricity agree, tBestribution Network Service Providenay
bill the Distribution Customedirectly fordistribution servicesised by that
Distribution Customem accordance with paragraph (a)(2).

(d) Distribution Network Service Providersust:

(1) calculatetransmission serviaharges andlistribution serviceharges
for all connection pointe theirdistribution networkand

(2) pay to Transmission Network Service Providettse transmission
servicecharges incurred in respect of use dfamsmission networkt
eachconnection poinbn the relevantransmission network

(e) Charges fodistribution servicesbased on metered kW, kWh, kVA, or
kVAh for:

(1) Embedded Generatothat ardVlarket Generatorsand

(2) Market Customerand

(3) Second-Tier Customers

must be calculated by thigstribution Network Service Providérom:

(1) settlements ready databtained fromAEMO'smetering databasdor
those Embedded GeneratgrdVlarket Customersand Second-Tier
Customerswith connection pointsthat have a type 1, 2, 3 or 4
metering installationand
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6.20.2

(2) metering datain accordance with metrology procedur¢hat allows
the Distribution Network Service Provideéo useenergy datdor this
purpose, or otherwisgettlements ready databtained fromAEMO's
metering database for those Embedded GeneratgrsMarket
Customersand Second-Tier Customensith connection pointghat
have a type 5, 6 ormetering installation

(H  Charges fodistribution servicebased on metered kW, kWh, kVA or kVAh
for:

(1) Embedded Generatotbat are noMarket Generatorsand
(2) Non-Registered Customeend
(3) franchise customeys

must be calculated by tHaistribution Network Service Providesrsing data
that is consistent with thmetering dataused by the relevahiocal Retailer
in determiningenergysettlements

(g) The Distribution Network Service Providemay bill the relevantocal
Retailer for distribution servicesused byNon-Registered Customeend
franchise customers

(h)  Where the billing for ®istribution Customefor a particulafinancial year
is based on quantities which are undefined untdrahe commencement of
the financial year charges must be estimated from the previous syear'
billing quantities with a reconciliation to be madden the actual billing
guantities are known.

()  Where the previous year's billing quantitieg amavailable or no longer
suitable, nominated quantities may be used as adeteveen the parties.

Minimum information to be provided in distri bution network service
bills

(@) The following is the minimum information thaust be provided with a bill
for a network coupling pointissued by aDistribution Network Service
Providerdirectly to aRegistered Participant

(1) thenetwork coupling poinidentifier; and
(2) the dates on which the billing period startd ands; and

(3) the identifier of thalistribution serviceprice from which thenetwork
coupling pointcharges are calculated; and

(4) measured quantities, billed quantities, priaed amounts charged for
each component of the totdiktribution serviceaccount.

(b) In addition to the minimum information requirents in paragraph (a), a bill
for a network coupling pointissued by aDistribution Network Service
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Provider directly to anotheDistribution Network Service Providenust
separately identify the component aédsignated pricing proposal serviges
if any, to which each amount charged in the bittes.

6.20.3 Settlement between Distribution Network Serv  ice Providers

The billing and settlement process specified is ttlause must be applied to all
Distribution Customer#ncluding otheDistribution Network Service Providers

6.20.4 Obligation to pay

A Distribution Network Usermust paydistribution servicecharges properly
charged to it and billed in accordance with theuske by the due date specified in
the bill.

Part K Prudential requirements, capital contributio ns and
prepayments

6.21 Distribution Network Service Provider Prudenti al Requirements

This clause sets out the arrangements by whBidtribution Network Service
Providers may minimise financial risks associated with irtwesnt in network
assetsand provides for adoption of cost-reflective papi@ptions in conjunction
with the use of average distribution prices. Thausk also preveni3istribution
Network Service Providerfrom receiving income twice for the same assets
through prudential requirements agidtribution serviceprices.

6.21.1 Prudential requirements for distribution net  work service

(@) A Distribution Network Service Providemay require anEmbedded
Generatoror Distribution Customerthat requires a newonnectionor a
modification in service for an existingonnectionto establish prudential
requirements forconnection serviceand/or distribution use of system
service

(b) Prudential requirements faonnection servicend/or distribution use of
system serviceare a matter for negotiation between tbBestribution
Network Service Provideand theEmbedded Generatoor Distribution
Customerand the terms agreed must be set out irctimection agreement
between theDistribution Network Service Provideand the Embedded
Generatoror Distribution Customer

(c) The connection agreementay include one or more of the following
provisions:

(1) the conditions under which and the time framiéhiw which other
Distribution Network Userswho use that part of thdistribution
networkcontribute to refunding all or part of the payngent
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(2) the conditions under which financial arrangetaenay be terminated,;
and
(3) the conditions applying in the event of defaojt the Distribution
Customeror Embedded Generator
(d) The prudential requirements may incorporate,dsa not limited to, one or
more of the following arrangements:
(1) financial capital contributions;
(2) non-cash contributions;
(3) distribution serviceecharge prepayments;
(4) guaranteed minimundistribution service charges for an agreed
period;
(5) guaranteed minimundistribution servicequantities for an agreed
period;
(6) provision for financial guarantees fiistribution servicecharges.
6.21.2 Capital contributions, prepayments and finan  cial guarantees

6.21.3

Despite any other provision in this Chapter, iratieh to capital contributions,
prepayments and financial guarantees:

(1)

(@)

@)

theDistribution Network Service Providés not entitled to recover, under a
mechanism for the economic regulation difect control servicesany
component representing asset related costs fortsagsevided by
Distribution Network Usersand

the Distribution Network Service Providermay receive a capital
contribution, prepayment and/or financial guarantgeto the provider's
future revenue related to the provisiordatct control servicefor any new
assets installed as part of a neannectionor modification to an existing
connectionincluding anyaugmentatiorio thedistribution networkand

where assets have been the subject of a contnibor prepayment, the
Distribution Network Service Providenust amend the provider's revenue
related to the provision a@firect control services

Treatment of past prepayments and capital co  ntributions

(@)

(b)

Payments made Histribution Customersaand Embedded Generatofer
distribution serviceorior to 13 December 1998 must be made in accerlan
with any contractual arrangements with the releuaistribution Network
Service Providerapplicable at that time.

Where contractual arrangements referred tolanse 6.22.2(a) are not in
place, pastistribution servicgorepayments or capital contributions may be
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incorporated in the capital structure of tBéstribution Network Service
Provider'sbusiness.

(c) TheAERmay intervene in and resolve any dispute underdlaiuse which
cannot be resolved between the relevBwstribution Network Service
ProviderandDistribution Customepr Embedded Generator

Part L Dispute resolution
6.22 Dispute Resolution

6.22.1 Dispute Resolution by the AER

(@) A dispute between Ristribution Network Service Provideand aService
Applicantas to theerms and conditions of accessadirect control service
or to anegotiated distribution servicis an access dispute for the purposes
of Part 10 of the Law.

(b) A dispute between Bistribution Network Service Provideand aService
Applicantaboutaccess chargeis an access dispute for the purposes of Part
10 of the Law.

(c) A dispute between @istribution Network Service Provideand a
Connection Applicanabout matters referred to in clause 5.5(f) or sau
5.5(h) is an access dispute for the purposes oflRasf the Law.

6.22.2 Determination of dispute

(@) In determining an access dispute alietuns and conditions of accessa
direct control servicetheAERmust apply:

(1) in relation to price, theDistribution Network Service Provider's
approved pricing proposabr, in respect of th®istribution Network
Service Provider'sransmission standard control servidesrespect of
which the AER has made a determination under cl&@®&(b) that
pricing in respect of those services should beletgd under Part J of
Chapter 6A through the application of rule 6.26e Distribution
Network Service Providerapprovedoricing methodology

(2) in relation to other terms and conditions, Gbep4, 5, this Chapter 6
and Chapter 7 of th&ules and any otherapplicable regulatory
instrument and

(3) in relation to alterms and conditions of acce@acluding price) the
decisions ofAEMO or the AER where those decisions relate to those
terms and conditions and are made under Chapté&;stidis Chapter 6
and Chapter 7 of thRules

(b) In determining an access dispute abouteéhms and conditions of accetss
adirect control servicetheAERmay:
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(1) have regard to other matters &R considers relevant; and

(2) hear evidence or receive submissions fAEEMO aboutpower system
securityand fromDistribution Network Usersvho may be adversely
affected.

Note:

Section 130 of the Law requires tA&R in making an access determination, to give effect

to a network revenue or pricing determination aggtile to the services that are the subject

of the dispute even though the determination mayhawe been in force when the dispute
arose.

(c) In determining an access dispute alieuns and conditions of accessa
negotiated distribution servicghe AERmust apply:

(1) in relation to price (includingaccess chargés the Negotiated
Distribution Service Criteriathat are applicable to the dispute in
accordance with the relevant distribution deteriioma and

(2) in relation to other terms and conditions, Negotiated Distribution
Service Criteriathat are applicable to the dispute and Chaptefs 4,
this Chapter 6 and Chapter 7 of fReles and

(3) in relation to alterms and conditions of acce@acluding price) the
decisions ofAEMO or the AER where those decisions relate to those
terms and conditions and are made under Chaptérsidis Chapter 6
and Chapter 7 of thRules

and must have regard:

(4) to the relevanhegotiating frameworkprepared by théistribution
Network Service Provideand approved by th®ER

(d) In determining an access dispute aboutehms and conditions of access
anegotiated distribution servicgheAERmay:

(1) have regard to other matters #eR considers relevant; and

(2) hear evidence or receive submissions flSEMO and Distribution
Network Usersotified and consulted under tBestribution Network
Service Provider'segotiating framework

(e) In determining an access dispute alamaess charge®r involvingaccess

charges theAERmust give effect to the following principle:

Access chargeshould be based on the costs reasonably incuryettheb
Distribution Network Service Providen providing distribution network
user access&ind, where they consist of compensation referpoenh tclause
5.5(f)(4)(ii) and (iii), on the revenue that is dilly to be foregone and the
costs that are likely to be incurred by a persderred to in those provisions
where an event referred to in those provisions rgccu
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6.22.3

Part M

6.23

Termination of access dispute without access determination

(@)

(b)

If the AER considers that an access dispute could be efédgtresolved by
some means other than an access determinatiorAERemay give the
parties to the dispute notice of the alternativeamse of resolving the
dispute.

The giving of such a notice is a specified disptermination circumstance
for the purposes of section 131(3) of the Law.

Note:

It follows that theAER may exercise its power to terminate the disputbout making an
access determination (See section 131(1)(d) of &lng.

Separate disclosure of transmission and dist ribution
charges

Separate disclosure of transmission and distri bution charges

(@)

(b)

()

A Distribution Customer
(1) with aload greater than 10MW or 40GWh per annum; or

(2) with meteringequipment capable of capturing relevémansmission
anddistribution systenusage data,

may make a request [dAJOS/DUOS disclosure request) to aDistribution
Network Service Provideto provide theDistribution Customerwith a
statement (& UOS/DUOS disclosure statement) identifying the separate
components of thdesignated pricing proposal chargaeddistribution use
of systencharges comprised in the charges for electriaigpsed to the
Distribution Customer'sonnection points

Within 10business daysf receipt of aTlUOS/DUQOS disclosure request
Distribution Network Service Providemust notify the Distribution
Customerof the estimated charge (including details of hin charge is
calculated) for providing thEUOS/DUQOS disclosure statemeihe charge
must be no greater than the reasonable costs Idirexiurred by the
Distribution Network Service Providen preparing the statement for the
Distribution Customer

If the Distribution Customeradvises theDistribution Network Service
Provider within 20 business day®f receipt of the notice referred to in
paragraph (b) that it still requires the requesi&DS/DUOS disclosure
statement the Distribution Network Service Providemust prepare the
statement and provide it to th@istribution Customermwithin 20 business
days of being so advised. TheUOS/DUOS disclosure statememust
include detailed information on the method used determine the
distribution use of systernharges and the allocation of tkesignated
pricing proposal chargesto the Distribution Customerfor electricity
supplied to itsconnection pointsThe information must be sufficient to
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Part N

6.24

6.24.1

6.24.2

(d)

(€)

(f)

allow theDistribution Custometo assess the impact on nstworkcharges
of a change in itaetworkuse.

The TUOS/DUOS disclosure statememiust also separately identify the
amounts that have been allocated toDistribution Customer'sonnection
points under Part J of Chapter 6A in respect of eachhefcategories of
prescribed transmission servigashere theDistribution Customerequests
this information.

Where theDistribution Customerrequests the information referred to in
paragraph (d), th®istribution Network Service Providenust separately
identify the component of the charge notified ungaragraph (b) that
relates to the provision of the additional inforioat

Each Distribution Network Service Providemust publish information
annually disclosing thedesignated pricing proposal chargesind
distribution use of systemharges for each of the classesDastribution
Customerddentified for this purpose by thHeistribution Network Service
Provider, or as required by th&ER

Dual Function Assets

Dual Function Assets

Application of this Part

This Part applies tBistribution Network Service Providevghich own, control or
operate both distribution systenand adual function asset

Dual Function Assets

Subject to rule 6.26, for the purposes of Chaieasd 6A:

(@)

(b)

(©)

any part of anetwork owned, operated or controlled by astribution
Network Service Providewhich operates between 66 kV and 220 kV and
which operates in parallel, and provides suppartthe higher voltage
transmission networls deemed to bedual function asset

any service that is provided byDastribution Network Service Providday
means of, or in connection with, thBistribution Network Service
Provider'sdual function assetthat, but for this Part, would bepaescribed
transmission servicdor the purposes of Chapter 6A is deemed to be a
standard control servige

any service that is provided byDastribution Network Service Providday
means of, or in connection with, thBistribution Network Service
Provider'sdual function assetthat, but for this Part, would benagotiated
transmission servicaunder Chapter 6A is deemed to benegotiated
distribution serviceand
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(d) references tqrescribed transmission servicek not include a service
provided by means of, or in connection witldual function asset
6.25 AER determination of applicable pricing regime for Dual

Function Assets

(@)

(b)

(€)

A Distribution Network Service Providevhich owns, controls or operates
dual function assetswust advise thAERat least 24 months prior to the end
of the currentregulatory control periodof the value of thaDistribution
Network Service Provider'dual function assetsvhich providestandard
control serviceghat would beprescribed transmission servicegre it not
for the operation of clause 6.24.2 (referred totramsmission standard
control services The value to be advised is the value ascribedh&o
relevantdual function assets the relevanDistribution Network Service
Provider'sregulatory asset base as at the start oféfalatory yearwhich
commences 24 months prior to the end of the cumeglatory control
period

The AER must review the information provided under parpgréa) and
determine, following consultation with the relevdbistribution Network
Service Provideand with other interested parties in the courspreparing
the framework and approach papdor that Distribution Network Service
Provider, whether the value of th&tistribution Network Service Provider's
dual function asseta/hich providetransmission standard control services
comprise such a material proportion of tilastribution Network Service
Provider's regulatory asset base that pricing in respecthotd services
should be regulated under Part J of Chapter 6Autiirahe application of
rule 6.26.

In making its determination under paragraphtieAERmust consider:

(1) whether regulating the pricing of tliansmission standard control
servicesprovided by aDistribution Network Service Providertual
function assets

(i) under Part | of Chapter 6 as though they wprescribed
distribution servicesrather than

(i) under Part J of Chapter 6A as though they werescribed
transmission services

will result in materially different prices foDistribution Customers
(including those connected directly to the relevérdl function assets
and those connected to otlastribution network)s

(2) whether the materiality of the different pridsslikely to impact on
future consumption, production and investment decssby actual or
potentialNetwork Usersand

(3) any other matter that tiER considers relevant.
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(d)

The AER's determination under paragraph (b) must be notifiedthe
relevant Distribution Network Service Providem the framework and
approach papeapplicable to thaDistribution Network Service Provider

6.26 Division of Distribution Network Service Provi der's revenue

(@)

(b)

©)

(d)

This rule 6.26 applies if thRER has determined under rule 6.25(b) that
pricing in respect ofransmission standard control servicpsovided by a
Distribution Network Service Providerdual function assetshould be
regulated under Part J of Chapter 6A.

The AER must, for the purposes of the distribution deteation for the
relevant Distribution Network Service Providerdivide the revenue
calculated under Part C of Chapter 6 into the Wilthg two portions:

(1) a portion relevant to th®istribution Network Service Provider's
transmission standard control servicpsovided by itsdual function
assets This portion is defined as itsansmission standard control
service revenuyeand

(2) a portion relevant to the othstandard control serviceprovided by
the Distribution Network Service ProvideThis portion is defined as
its distribution standard control service revenue

based on theDistribution Network Service Provider'sippproved Cost
Allocation Method

The relevanDistribution Network Service Providenust submit a proposed
pricing methodologyto the AER in respect of itstransmission standard
control service revenuas if it were aTransmission Network Service
Provider as part of its regulatory proposal under Chaptexrrl Part E of
Chapter 6A applies in respect of thpticing methodology(with the
necessary changes).

The AER and the relevanDistribution Network Service Providemust
apply and comply with all aspects of Part J of GaapA instead of, and to
the exclusion of, Parts I, J and K of Chapter 6esgpect of thelual function
assetswhich providetransmission standard control servigesibject to the
following:

(1) for the purposes of Part J of Chapter 6A:

(i) the dual function assetsare relevantly deemed to be
transmission network assets which provide prescribed
transmission services

(i)  the Distribution Network Service Providevhich owns, controls
or operates the relevardual function assetss relevantly
deemed to be &ransmission Network Service Provider

(2) themaximum allowed revenueferred to in clause 6A.22.1 is taken to
be thetransmission standard control service revenue
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Schedule 6.1

S6.1.1

(e)

(3) the reference in clause 6A.22.1(1) to clause3@Ais taken to be a
reference to rules 6.6 and 6.13;

(4) references tatransmission determinatiérare to be read as references
to the relevant "distribution determination”, withe AER being
required to include in the distribution determioatia decision to
approve a proposedpricing methodology in relation to the
transmission standard control servicpsovided by the relevartual
function assetsand

(5) if there is no previous method to establishcgsi under clause
6A.24.3(b)(3), the relevanDistribution Network Service Provider
must apply thepricing methodologyof the largestTransmission
Network Service Provideyperating in thearticipating jurisdictionin
which that Distribution Network Service Provideoperates the
relevantdual function assets

The pricing rules in Part | of Chapter 6 ardéoapplied to th®istribution
Network Service Providertdistribution standard control service revenue

Contents of building block proposals

Information and matters relating to capital expenditure

A building block proposaimust contain at least the following informationdan
matters relating to capital expenditure:

(1)

(2)
()

(4)

a forecast of the required capital expendittinat complies with the
requirements of clause 6.5.7 of tRelesand identifies the forecast capital
expenditure by reference to well accepted categsueh as:

() asset class (edistribution lines substationstc); or

(i) category driver (eg. regulatory obligation or requirement
replacementieliability, net market benefit, business support etc),

and identifies, in respect of proposed materiad®ss
(i) the location of the proposed asset; and
(iv) the anticipated or known cost of the propoasset; and

(v) the categories dfistribution servicesvhich are to be provided by the
proposed asset;

the method used for developing the capital edjiare forecast;

the forecasts of load growth relied upon toiwdethe capital expenditure
forecasts and the method used for developing tHoeecasts of load
growth;

the key assumptions that underlie the capipénditure forecast;
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(5)

(6)

(7)

a certification of the reasonableness of thedssumptions by the directors
of theDistribution Network Service Provider

capital expenditure for each of the pagjulatory yearsof the previous and
currentregulatory control periodand the expected capital expenditure for
each of the last twaegulatory yearsof the currentregulatory control
period, categorised in the same way as for the capifamditure forecast;

an explanation of any significant variations the forecast capital
expenditure from historical capital expenditure.

Information and matters relating to operatin g expenditure

A building block proposamust contain at least the following informationdan
matters relating to operating expenditure:

(1)

(2)
®3)

(4)

(5)
(6)

(7)

a forecast of the required operating expenditiimat complies with the
requirements of clause 6.5.6 of thHules and identifies the forecast
operating expenditure by reference to well accepételgories such as:

(i) particular programs; or

(i) types of operating expenditure (eg. maintemangayroll, materials
etc),

and identifies in respect of each such category:

(i) to what extent that forecast expenditure rsawmsts that are fixed and
to what extent it is on costs that are variablet an

(iv) the categories ofdistribution servicesto which that forecast
expenditure relates;

the method used for developing the operatimeegiture forecast;

the forecasts of key variables relied upondowe the operating expenditure
forecast and the method used for developing thasecésts of key
variables;

the method used for determining the cost aasedti with planned
maintenance programs designed to improve the pe#ioce of the relevant
distribution systemfor the purposes of angervice target performance
incentive schemehat is to apply to theDistribution Network Service
Providerin respect of the relevarggulatory control periog

the key assumptions that underlie the operaxpgenditure forecast;

a certification of the reasonableness of thedssumptions by the directors
of theDistribution Network Service Provider

operating expenditure for each of the pagulatory yearsof the previous
and current regulatory control period and the expected operating
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expenditure for each of the last twegulatory yearsof the current
regulatory control periodcategorised in the same way as for the operating
expenditure forecast;

(8) an explanation of any significant variations tine forecast operating
expenditure from historical operating expenditure.

Additional information and matters

A building block proposalmust contain at least the following additional
information and matters:

(1) anidentification and explanation of any sigraht interactions between the
forecast capital expenditure and forecast operapgnditure programs;

(2) a proposed pass through clause with a pro@sséd the events that should
be defined apass through events

(3) a description, including relevant explanatoryatemial, of how the
Distribution Network Service Provideproposes theefficiency benefit
sharing schemshould apply for the relevarggulatory control period

(4) a description, including relevant explanatoryatemial, of how the
Distribution Network Service Providemproposes theservice target
performance incentive schenshould apply for the relevamegulatory
control period

(5) a description, including relevant explanatoryatemial, of how the
Distribution Network Service Providgsroposes thelemand management
incentive scheméif applicable) should apply for the relevamgulatory
control period

(5A) a description, including relevant explanatorgaterial, of how the
Distribution Network Service provid@roposes any other incentive scheme
or schemes developed amdiblishedunder clause 6.6.5 (if applicable)
should apply for the relevanéqulatory control periogd [6.20.5]

(6) the provider's calculation of revenues or ider the purposes of the
control mechanism proposed by the provider togelir:

(i) details of all amounts, values and inputs (udldhg X factors) relevant
to the calculation; and

(i) an explanation of the calculation and the amteuvalues and inputs
involved in the calculation; and

(i) a demonstration that the calculation and t#mmounts, values and
inputs on which it is based comply with relevarquigements of the
Law and theRules

(7) the provider's calculation of the regulatoryseisbase for the relevant
distribution systemfor eachregulatory yearof the relevantregulatory

Page 648



NATIONAL ELECTRICITY RULES CHAPTER 6

VERSION 45

ECONOMIC REGULATION OF DISTRIBUTION SERVICES

(8)

(9)

(10)

(11)

(12)

control periodusing theroll forward modelreferred to in clause 6.5.1 of the
Rules together with:

(i) details of all amounts, values and other inpugsd by the provider for
that purpose; and

(i) a demonstration that any such amounts, valaed other inputs
comply with the relevant requirements of Part CColapter 6 of the
Rules and

(i) an explanation of the calculation of the régory asset base for each
regulatory yearof the relevantregulatory control periodand of the
amounts, values and inputs referred to in subpapdgfi);

Rulesany information or matters in relation to the rafereturn calculated

for the purposes of clause 6.5.2(b) as requirethbyapplicablestatement
on the cost of capital

the provider's calculatlon of the proposed ratereturn—meledmg—&ny

m—an—appheablesta{emem—ef—mgelateﬁmem in accordance with clause

6.5.2 and the applicabfatement on the cost of capijtal

the post-tax revenue modeatompleted to show its application to the
Distribution Network Service Provideand the completedoll-forward
mode|

the provider's estimate of the cost of corfprancome tax for each
regulatory yearof theregulatory control periog

the depreciation schedules nominated byDOistribution Network Service
Provider for the purposes of clause 6.5.5 of Bwles which categorise the
relevant assets for these purposes by referenaeltcaccepted categories
such as:

() asset class (egjstribution linesandsubstation} or

(i) category driver (eg regulatory obligation or requirement
replacementieliability, net market benefit, and business support),

together with:

(i) details of all amounts, values and other itgoused by the provider to
compile those depreciation schedules; and

(iv) a demonstration that those depreciation sclesdoonform with the
requirements set out in clause 6.5.5(b) ofRlées and

(v) an explanation of the calculation of the amsumalues and inputs
referred to in subparagraph (iii);
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(13)

(14)

the commencement and length of tbgulatory control periogproposed by
the Distribution Network Service Provider

Schedule 6.2

if the Distribution Network Service Provides seeking a determination by
the AER that aproposed contingent proje@$ acontingent projecfor the
purposes of the relevant distribution determination

(i) a description of theroposed contingent projecincluding reasons
why the provider considers the project should beepied as a
contingent projecfor therequlatory control period

(i) a forecast of the capital expenditure whicle throvider considers is
reasonably required for the purpose of undertakimg proposed
contingent project

(i) the methodology used for developing that frast and the key
assumptions that underlie it;

(iv) information that demonstrates that the undeént of the proposed
contingent projects reasonably required in order to achieve one or
more of thecapital expenditure objectives

(v) information that demonstrates that theoposed contingent capital
expenditurefor the proposed contingent projecomplies with the
requirements set out in clause 6.6A.1(b); and

(vi) the trigger eventswhich are proposed in relation to tipeoposed
contingent projecand an explanation of how each of those conditions
or events addresses the matters referred to iselBubA.1(d).

Regulatory Asset Base

S6.2.1 Establishment of opening regulatory asset ba  se for a regulatory
control period

(@)

(b)

Application of this clause
This clause S6.2.1

(1) applies to the establishment of the value ef bgulatory asset base
for a distribution systenmas at the beginning of r@gulatory control
period on the roll forward of the regulatory asset baeethat
regulatory control periodrom the previousegulatory control period
and

(2) also applies to the establishment of the valuthe regulatory asset
base for adistribution systemas at the beginning of gegulatory
control period where thedistribution systemwas not immediately
before that time the subject obailding block determinatian

Roll forward model to comply with this clause
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The values to be used for completing tlodl forward model must be
established in accordance with this clause andsela66.2.2 and S6.2.3.

()

Distribution systems of specific providers

(1)

In the case of distribution systenowned, controlled or operated by

one of the followingDistribution Network Service Providees at the
commencement of this schedule, the value of thelatgyy asset base
for thatdistribution systenas at the beginning of that finstgulatory
year must be determined by rolling forward the regulatasset base
for that distribution system as set out in the table below, in
accordance with this schedule:

Jurisdiction

Distribution Network
Service Provider

Regulatory Asset Base ($m)

Australian Capita
Territory

ActewAGL

510.54 (as at 1 July 2004 in July 2004
dollars)

New South Wales

SCountry Energy

2,440 (as at 1 July 2004 in July2200
dollars)

EnergyAustralia

4,116 (as at 1 July 2004 in JQg2
dollars)

Integral Energy

2,283 (as at 1 July 2004 in JOQL
dollars)

Queensland

ENERGEX

4,308.1 (as at 1 July 2005Iyn2005
dollars)

Ergon Energy

4,198.2 (as at 1 July 2005 in JuB520
dollars) but, if the Queensland Competiti
Authority nominates a different amount ir]
writing to theAER the regulatory asset bs
is the amount so nominated.

se

South Australia | ETSA Utilities 2,466 (as at 1 JRAGO5 in December 2004
dollars)
Tasmania Aurora Energy 981.108 (as at 1 Januar§ 200uly 2006
dollars)
Victoria AGL Electricity 578.4 (as at 1 January 800 July 2004
dollars)
Citipower 990.9 (as at 1 January 2006 in July 2004
dollars)
Powercor 1,626.5 (as at 1 January 2006 in July 2(

dollars)

0
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Jurisdiction

Distribution Network |Regulatory Asset Base ($m)
Service Provider

SP AusNet 1,307.2 (as at 1 January 2006 in Juy 20

dollars)

United Energy 1,220.3 (as at 1 January 2006 iy 2004

dollars)

(d)

(@)

3)

The values in the table above are to be adjuiie the difference
between:

() any estimated capital expenditure that is ideldiin those values
for any part of a previouggulatory control periogand

(i) the actual capital expenditure for that paft the previous
regulatory control period

This adjustment must also remove any benefit oralpgrassociated
with any difference between the estimated and &ctapital
expenditure.

When rolling forward a regulatory asset basdeursubparagraph (1),
the AER must take into account the derivation of the value the

above table from past regulatory decisions andctiesequent fact
that they relate only to the regulatory asset hdsatified in those

decisions.

Other distribution systems

(1)

(2)

3)

This paragraph (d) applies todatribution systemmot referred to in
paragraphs (c) whestandard control servicethat are provided by
means of, or in connection with, that system arkeetwegulated under
abuilding block determinatian

The value of the regulatory asset base fordlstitibution systenas at
the beginning of the firstegulatory yearof the first regulatory
control periodfor the relevanDistribution Network Service Provider
is the prudent and efficient value of the assetd #ne used by the
provider to provide thosstandard control servicefut only to the
extent that they are used to provide such seryiessjletermined by
the AER In determining this value, th@ER must have regard to the
matters referred to in clause S6.2.2.

The value of the regulatory asset base fordstitibution systenas at
the beginning of the firgegulatory yearof any subsequemngégulatory
control periodmust be determined by rolling forward the valuehef
regulatory asset base for tlibétribution systenas at the beginning of
the first regulatory yearof the first regulatory control periodin
accordance with this schedule.
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(e)

Method of adjustment of value of regulatory asset b ase

Except as otherwise provided in paragraph (c) 9r {de value of the
regulatory asset base fodestribution systenas at the beginning of the first
regulatory yearof a regulatory control periodmust be calculated by
adjusting the value (therevious value) of the regulatory asset base for that
distribution systenmas at the beginning of the firstgulatory yearof the
immediately precedingegulatory control period(the previous control
period) as follows:

1)

The previous value of the regulatory asset Imagst be increased by
oo ol con el cocen il s e el ce e e ey
control perioct

(i) the lesser of:

(a) the total amount of capital expenditure incdrdering the
previous control period and, for any part of theviwus
control period for which actual capital expenditisenot
available, the amount of the estimated capital pdipere
determined by thAERfor that part of the previous control
period for which actual capital expenditure is awdilable
(thetotal capital expenditure); and

(b) the total of the forecast capital expendituetedmined in
the distribution determination for the previous troh
period adjusted for any amount of capital expemditu
forming part of anapproved pass through amouot a
negative pass through amoutdtermined by théER for
the previous control period or, if appproved pass
through amounbr anegative pass through amoutbes
not include all of the increase or decrease in tahpi
expenditure that théAER considered should be passed
through in relation to the relevapass through eventhat
increase or _decrease in_capital expenditure (thal
forecast capital expenditure); and

(i) 60% of the total capital expenditure that esde the total
forecast capital expenditure.

Any amounts ofrelated party marginsand capitalisedoverheads
included in the total capital expenditure must exteed the amounts
determined in accordance with hovelated party marginsand
capitalisedoverheadsvere included in the total of the forecast capital
expenditure determined in the distribution deteation for the
previous control period.

Note:

The total of the forecast capital expenditure deieed in a distribution
determination may be subject to clauses 6.6.4G6EA.2(e)(3).
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Ie. [6.15]

£3)(2)The previous value of the regulatory asset basst imel adjusted for
the difference between: [6.15.1]

() the estimated capital expenditure for any pafrta previous
regulatory control period where that estimated capital
expenditure has been included in that value; and

(i) the actual capital expenditure for that paft tbe previous
regulatory control period

This adjustment must also remove any benefit oalpgrassociated
with any difference between the estimated and &ctuapital
expenditure.

(4)(3)The previous valuef the regulatory asset base must only be inctkase
borooin o pebnloc e el eren e et e oo 0]
i i The capital expenditure referred to in
subparagraphs (1), (2) and (3) must only be capitplenditure as
properly allocated to the provision etandard control servicem
accordance with theCost Allocation Methodfor the relevant
Distribution Network Service Provider [6.15.1] [6.15.2]

{5)(4)The previous value of the regulatory asset bass brireduced by the
amount of depreciation of the regulatory asset bdseng the
previousregulatory control periodcalculated in accordance with the
distribution determinationand taking into account the amount of
capital expenditure (if any) included in aapproved pass through
amountor negative pass through amotuot that period. [6.15] [6.15.1] [6.27]

Note: [6.15]

The amount of depreciation of the requlatory ads@te during the previous
reqgulatory control period calculated in accordance with the distribution
determination for that period may be subject tusts 6.6.4(f) and 6.6A.2(e)(3). [6.15]

{6)(5)The previous value of the regulatory asset bass brireduced by the
disposal value of any asset where that asset has @isposed of
during the previousegulatory control period [6.15.1]

£H(6)The previous value of the regulatory asset bass brireduced by the
value of an asset where the asset was previoudg tes provide
standard control servicegor their equivalent under the previous
regulatory system) but, as a result of a chandkedalassification of a
particular service under Part B, is not to be usedhat purpose for
the relevantegulatory control period [6.15.1]
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8)(7)The previous value of the regulatory asset basg beaincreased by
the value of an asset to which this subparagraphespto the extent
that: [6.15.1]

() the AERconsiders the asset to be reasonably requirechiewee
one or more of theapital expenditure objectiveand

(i) the value of the asset has not been othervéisevered.
This subparagraph applies to an asset that:

() was not used to providstandard control servicegor their
equivalent under the previous regulatory systenhénprevious
regulatory control periodbut, as a result of a change to the
classification of a particular service under ParisBto be used
for that purpose for the relevamtgulatory control periodor

(i) was never previously used to providendard control services
(or their equivalent under the previous regula®ygtem) but is
to be used for that purpose for the relevagulatory control
period

(H An increase or reduction in the value of thgulatory asset base under
subparagraph (7) or (8) of paragraph (e) is todset on the portion of the
value of the asset properly allocated, or formgugperly allocated, to
standard control services accordance with the principles and policies set
out in theCost Allocation Methodor the relevanDistribution Network
Service ProviderThe value of the relevant asset is taken to $eatue as
shown in independently audited and published adsoun

Prudency and efficiency of capital expenditu  re

In determining the prudency or efficiency of capiéxpenditure under clause
S6.2.1(d)(2), thdERmust have regard to the following:

(1) the need to provide a reasonable opportunitythe relevanDistribution
Network Service Provideio recover the efficient costs of complying with
all applicableregulatory obligations or requirementsssociated with the
provision ofstandard control services

(2) the need to provide effective incentives topghavider to promote economic
efficiency in the provision aftandard control services

(3) whether the relevant project in respect of Whoapital expenditure was
made was evaluated against, and satisfiedeiipglatory test

(4) whether the provider undertook the capital exiere in a manner
consistent with good business practice and so asaitticably achieve the
lowest sustainable cost of delivering te&andard control serviceso be
provided as a consequence of that capital expemrditu

(5) the desirability of minimising investment untzenty for the provider;
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(6) the need to provide incentives to the provider avoid undertaking
inefficient capital expenditure;

(7) the value of the relevant asset as shown irpaddently audited and

S6.2.3

published accounts.

In determining the prudency or efficiency of capiapenditure theAER must
only take into account information and analysid tha provider could reasonably
be expected to have considered or undertaken dintieethat it undertook the
relevant capital expenditure.

Roll forward of regulatory asset base within the same regulatory
control period

(@)

(b)

(€)

Application of this clause

This clause applies to the establishment of thaeval the regulatory asset
base for aistribution systenas at the beginning of omegulatory yearn a
regulatory control periodn the roll forward of the regulatory asset base t
that regulatory yearfrom the immediately precedingegulatory year (if
any) in thatregulatory control period

Roll forward model to comply with this clause

Theroll forward modelreferred to in clause 6.5.1 of tRellesmust provide
for that value to be established in accordance thighrequirements of this
clause.

Method of adjustment of value of regulatory asset b ase

The value of the regulatory asset base fatisdribution systemas at the
beginning of the second or a subsequent y¢lae (ater year) in a
regulatory control periodmust be calculated by adjusting the valtiee(
previous value) of the regulatory asset base for thadtribution systenas
at the beginning of the immediately precedinggulatory year (the
previousyear) in thatregulatory control periodas follows:

(1) The previous value of the regulatory asset lmagst be increased by
the amount of forecast capital expenditure accepteslibstituted by
the AER for the previous year in accordance with clauge7¢c) or
clause 6.12.1(3) (as the case may be).

(2) The previous value of the regulatory asset basst be reduced by the
amount of depreciation included in tBestribution Network Service
Provider'sannual revenue requiremefdr the previous year.

(3) The previous value of the regulatory asset basst be reduced by the
disposal value of any asset included in that valhere the asset is
forecast to be disposed of during the previous.year

(4) The previous value of the regulatory asset lasst be increased by
an amount necessary to maintain the real valubeofdgulatory asset
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base as at the beginning of the later year by tdgushat value for
inflation.

(d) Allowance for working capital

If the AER determines that it is appropriate to do so, it nragjude an
allowance for working capital in the regulatory etsase for alistribution
systenmwhich is rolled forward in accordance with thiawuse.
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