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Table2.1 Proposed rule change: forecasts of capital expenditure and operating expenditure

No. Currentrule(s) Proposedrule(s) Remarks
[6A.1] 6A.6.6(c)(1) 6A.6.6(c) Revision to:
22228% — remove the requirement that the AER is to
6A'6.6(d) accept or reject the TNSP’s proposed forecast
6A.6.6(f) of opex;
— remove the opex criteria; and
— provide that the AER is to determine the
forecast of opex that it considers would meet
the efficient costs that a prudent TNSP would
require to achieve the opex objectives.
[6A.1.1] 6A.5.4(a)(6) 6A.5.4(a)(6) Consequential revisions to replace references to
6A.5.4(b)(6) 6A.5.4(b)(6) ‘accept’ or ‘refuse to accept’ to ‘determine’.
6A.6.5(a) 6A.6.5(a)
6A.8.2(h)(2) 6A.8.2(f)(2)
6A.14.1(1) 6A.14.1(1)
6A.14.1(3)(i) 6A.14.1(iv)
6A.14.1(3)(ii) 6A.14.3(b)(2)
6A.14.3(c)(2) 6A.14.3(b)(4)
6A.14.3(c)(4)
[6A.2] 6A.6.6(e) 6A.6.6(d) Reuvision to:
— the chapeau to the opex factors; and
— consequential renumbering revisions.
[6A.3] 6A.6.6(e)(1) 6A.12.1(a)(1) Revision to:
gﬁggggg gﬁgigg; — relocate procedural opex factors; and
6A.13.1(a)(1) — remove requirement that analysis undertaken
6A.13.1(a)(2 by or for the AER be published prior to the
(a)(2)
6A.13.1(a)(3) AER’s decision.
[6A.3.1] 6A.6.6(e)(4) 6A.6.6(d)(1) Consequential renumbering revisions.
6A.6.6(e)(5) 6A.6.6(d)(2)
6A.6.6(e)(6) 6A.6.6(d)(3)
6A.6.6(e)(7) 6A.6.6(d)(4)
6A.6.6(e)(9) 6A.6.6(d)(6)
6A.6.6(e)(10) 6A.6.6(d)(7)
6A.6.6(e)(11) 6A.6.6(d)(8)
6A.6.6(e)(12) 6A.6.6(d)(9)
6A.6.6(e)(13) 6A.6.6(d)(10)
6A.12.1(a) 6A.12.1(a)(4)
6A.13.1(a) 6A.13.1(a)(4)
[6A.4] 6A.6.6(e)(8) 6A.6.6(d)(5) Revision to existing opex factor to provide for

the AER to consider whether the opex forecast is
consistent with the incentives provided in each
of the service target performance incentive
scheme, the efficiency benefit sharing scheme or
other incentive scheme or schemes made under




[6A.5]

[6A.6]

[6A.7]

[6A.8]

[6A.8.1]

[6A.8.2]

[6A.9]

[6A.10]

[6A.10.1]

6A.6.6(e)(12)

6A.6.7(c)(1)
6A.6.7(c)(2)
6A.6.7(c)(3)
6A.6.7(d)
6A.6.7(f)

6A.6.7(i)
6A.6.7()
6A.6.7(j)(2)
6A.7.1(a)(2)
6A.7.1(a)(4)(ii)
6A.7.1(H)(1)
6A.8.2(h)(1)
6A.14.1(1)
6A.14.1(2)(i)
6A.14.1(2) (i)
6A.14.3(c)(1)
6A.14.3(c)(4)

6A.7.1(1)(a)

6A.6.7(€)

6A.6.7(e)(1)
6A.6.7(e)(2)
6A.6.7(e)(3)

6A.12.1(a)
6A.13.1(a)

6A.6.6(€)(9)

6A.6.6(d)(11)

6A.6.6(d)(12)

6A.6.7(C)

6A.6.7(q)
6A.6.7(h)
6A.6.7(h)(2)
6A.7.1(a)(2)
BA.7.1(a)(4)(ii)
B6A.7.1(f)(1)
6A.8.2(f)(1)
6A.14.1(1)
6A.14.1iii)
6A.14.3(b)(1)
6A.14.3(b)(4)

6A.7.1(1)(a)

6A.6.7(d)

6A.12.1(a)(1)
6A.12.1(a)(2)
6A.12.1(a)(3)
6A.13.1(a)(1)
6A.13.1(a)(2)
6A.13.1(a)(3)

6A.12.1(a)(4)
6A.13.1(a)(4)

clause 6A.7.5.

Revision to existing opex factor to provide for
the AER to consider any efficient and prudent
non network alternatives may impact the
forecast.

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 6A.6.6(c)(3)).

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 TNSP’s proposed forecast
of capex;

— remove the capex criteria; and

— provide that the AER is to determine the
forecast of capex that it considers would
meet the efficient costs that a prudent TNSP

would require to achieve the capex
objectives.

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

Consequential revision to remove the reference
‘to the provider’.

Revision to:
— the chapeau to the opex factors; and
— consequential renumbering revision.
Revision to:

— move existing procedural capex factors to
rules 6A.12 and 6A.13; and

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

Consequential renumbering revisions.




[6A.10.2]

6A.6.7(e)(4)
6A.6.7(e)(5)
6A.6.7(e)(6)
6A.6.7(e)(7)
6A.6.7(e)(9)
6A.6.7(e)(10)
6A.6.7(e)(11)
6A.6.7(e)(12)
6A.6.7(e)(13)

6A.6.7(d)(1)
6A.6.7(d)(2)
6A.6.7(d)(3)
6A.6.7(d)(4)
6A.6.7(d)(6)
6A.6.7(d)(7)
6A.6.7(d)(8)
6A.6.7(d)(9)
6A.6.7(d)(10)

Consequential renumbering and referencing
revisions.

6A.6.7(9) 6A.6.7(e)
6A.6.7(9)(1) 6A.6.7(e)(1)
6A.6.7(h) 6A.6.7(f)
6A.6.7(i) 6A.6.7(9)
6A.6.7())(1) 6A.6.7(h)(1)
6A.6.7())(2) 6A.6.7(h)(2)
6A.6.7())(3) 6A.6.7(h)(3)
6A.6.7(k) 6A.6.7(i)

[6A.11] 6A.6.7(e)(8) 6A.6.7(d)(5) 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 or
other incentive scheme or schemes made under
clause 6A.7.5.

[6A.12] 6A.6.7(e)(12) 6A.6.7(d)(9) Revision to capex factor to provide for the AER
to consider any efficient and prudent non
network alternatives may displace parts of the
forecast.

[6A.13] - 6A.6.7(d)(11) 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 6A.6.7(c)(3)).

[6A.14] - 6A.6.7(d)(12) New capex factor to provide that the AER may
have regard to any factor it considers relevant.

Table2.2 Proposed rule change: regulatory asset baseroll forward incentive mechanism

No. Currentrule(s) Proposed rule(s) Remarks

[6A.15] S6A.2.1(f)(1) S6A.2.1(f)(1)(1))(a) Revision to:

S6A.2.1(f)(2)
S6A.2.1(f)(5)

S6A.2.1(f)(1)(i)(b)
S6A.2.1(f)(1)(ii)
S6A.2.1(f)(1) Note
S6A.2.1(f)(4)
S6.A2.1(f)(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 revenue
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




[6A.15.1]

[6A.15.2]

S6A.2.1(f)(3)
S6A.2.1(f)(4)
S6A.2.1(f)(5)
S6A.2.1(f)(6)
S6A.2.1(f)(7)
S6A.2.1(f)(8)

S6A.2.1(N)(4)

S6A.2.1(f)(2)
S6A.2.1(f)(3)
S6A.2.1(f)(4)
S6A.2.1(f)(5)
S6A.2.1(f)(6)
S6A.2.1(f)(7)

S6A.2.1(f)(4)

exceeds the forecast capex allowance,

is to be rolled into the RAB.
Consequential renumbering revision.

Revision to clarify that all capex must be
properly allocated to the provision of
prescribed transmission services in accordance
with the cost allocation methodology.

Table2.3

Proposed rule change: contingent projects

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.16]

[6A.16.1]

[6A.16.2]

6A.8.1(b)(1)

6A.8.1(b)(2)())
6A.8.1(b)(2)(ii)
6A.8.1(b)(2)iii)

6A.8.1(b)(3)
6A.8.1(b)(4)
6A.8.2(f)

6A.8.2(f)(1)
6A.8.2()(2)
6A.8.2(f)(3)
6A.8.2(f)(4)
6A.8.2(q)

6A.8.2(g)(1)
6A.8.2(g)(2)
6A.8.2(g)(3)
6A.8.2(g)(4)
6A.8.2(g)(5)
6A.8.2(g)(6)
6A.8.2(g)(7)
6A.8.2(g)(8)
6A.8.2(g)(9)

6A.8.1(c)

6A.8.1(c)(5)(ii)
6A.8.2(b)(3)(iv)

6A.8.2(€)
6A.6.6(€)(10)
6A.6.7(€)(10)

S6A.1.3(10)(v)
S6A.1.3(10)(vi)

6A.8.1(C)(2)

6A.8.1(b)(2)
6A.8.1(b)(2)
6A.8.1(c)

6A.8.1(d)

6A.8.1(e)(1)
6A.8.1(€)(2)
6A.8.1(e)(3)

6A.8.1(F)
6A.8.1(f)(5)(ii)

6A.8.2(b)(3)(iv)

6A.8.2(€)
6A.6.6(d)(7)
6A.6.7(d)(7)
S6A.1.3(9)(v)
S6A.1.3(9)(vi)

6A.8.1(N)(2)

Revision to provide that a TNSP may propose
contingent projects and the AER’s role is to
identify any contingent projects for the relevant
regulatory control period.

Consequential renumbering and referencing
revisions.

Revision to:

— consequential renumbering; and

— clarify that a trigger event is to be associated
with a contingent project that is required to be




[6A.16.3]

[6A.16.4]

[6A.17]

[6A.18]

[6A.18.1]

[6A.19]

[6A.20]

6A.8.1(c)(4)

6A.14.1(4)(i)
6A.14.1(4)(il)
6A.14.1(4)(iii)
6A.14.1(4)(iv)

6A.8.2(d)

6A.8.2(e)(1)(i)

6A.8.2(e)(1)(ii)
6A.8.2(e)(1)(iil)
6A.8.2(e)(1)(iv)

6A.8.2(e)(2)
6A.8.2(e)(2)(i)
6A.8.2(e)(2)(ii)
6A.8.2(e)(3)
6A.6.7(g)(1)
6A.6.7(h)(1)
6A.6.7()(3)())
6A.6.7(K)(1)
6A.8.2(h)(1)
6A.8.2(h)(2)
6A.8.2(i)

6A.7.1(7)

6A.8.1()(4)

6A.14.1(1)(v)

6A.8.2(d)

6A.8.2(e)(1)(i)
6A.8.2(e)(1)(ii)
6A.8.2(e)(1)(iii)
6A.8.2(e)(1)(iv)
6A.8.2(e)(1)(v)

6A.8.2(e)(2)
6A.8.2(€)(2)(i)
6A.8.2(€)(2)(ii)
6A.8.2(e)(3)
6A.6.7(e)(1)
6A.6.7(f)(1)
6A.6.7(h)(3)(i)
6A.6.7(3i)(1)
6A.8.2(f)(1)
6A.8.2(f)(2)
6A.8.2(q)

6A.8.3(a)
6A.8.3(b)
6A.8.3(c)
6A.8.3(d)

6A.7.1(7)

undertaken to achieve one or more of the
capex objectives.

Revision to:
— consequential renumbering; and

— clarify that the occurrence of a trigger event is
all that is required for the TNSP to make an
application to the AER under clause 6A.8.2,
not for the revenue determination to be
amended.

Consequential revision to provide that the AER
must identify any contingent projects in its draft
and final decisions.

Revision to provide that in making a decision on a
contingent project application, the AER may also
take into account the capex factors.

Revision to:

— allow the AER to determine the scope of a
contingent project and the expenditure it
considers a TNSP would require to achieve
any one of the opex objectives and the capex
objectives; and

— consequentially renumber provisions.

Consequential renumbering revisions.

New clause to allow the AER to make the
Transmission Contingent Project Guidelines to
specify, among other things, the threshold for the
purposes of clause 6A.8.1(b)(1).

Revision to provide that an event for the purposes
of reopening a revenue determination for capex is
not a trigger event instead of a contingent project.




Table2.4 Proposed rule change: amending, revoking and substituting a revenue deter mination

No. Currentrule(s) Proposedrule(s) Remarks

[6A.21] 6A.15(a)(1) 6A.15(a)(1) Revision to allow the AER to amend, in addition
6A.15(a)(2) 6A.15(a)(2) to revoke and substitute, a revenue determination
6A.15(b) 6A.15(b) or a pricing methodology for wrong information
6A.15(c) 6A.15(c) or error.
6A.15(d) 6A.15(d)
6A.15(e) 6A.15(e)
6A.15(f) 6A.15(f)

[6A.21.1] S6A.4.2(f) 9. S6A.4.2(f) 9. Consequential referencing revisions.

Table2.5 Proposed rule change: excluding profit margins and capitalisation changes from
theregulatory asset base

No. Currentrule(s) Proposedrule(s) Remarks

[6A.22] S6A.2.1(H)(1) S6A.2.1(H (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.

Table2.6 Proposed rule change: cost of capital

No. Currentrule(s) Proposedrule(s) Remarks

[6A.23] 6A.6.2(b) 6A.6.2(b)(1) Reuvision to:

6A.6.2(b)(2) clarify the chapeau of clause 6A.6.2(b); and

— require that the WACC is to be calculated in
accordance with the statement on the cost of
capital.

[6A.23.1] 6A.6.2(h) 6A.6.2(e) Revision to specify that the AER must issue a
statement on the cost of capital following a
review.

[6A.23.2] 6A.6.2(i)(1) Deleted Consequential revision.

[6A.23.3] - S6A.1.3(6) New clause to:

— require a building block proposal to include
the provider’s proposed rate of return in
accordance with clause 6A.6.2; and

— any information required by the statement on
the cost of capital.

[6A.24] 6A.6.2(c)(1) Deleted Revision to remove the prescription on how to

6A.6.2(c)(2)
6A.6.2(c)(2)()
6A.6.2(c)(2)(ii)

calculate the nominal risk free rate and the debt
risk premium.




[6A.24.1]

[6A.24.2]

[6A.24.3]

[6A.24.4]

[6A.24.5]
[6A.24.6]

[6A.24.7]

[6A.24.8]

[6A.24.9]

[6A.25]

[6A.26]

6A.6.2(c)(2)(iii)
6A.6.2(c)(2)(iv)

6A.6.2(d)
6A.6.2(e)

6A.6.2(f)
6A.6.2(q)
6A.6.2(h)
6A.6.2())
6A.6.2())

6A.6.2(h)
6A.6.2(1)(2)
6A.6.2()(3)
6A.6.2()(4)
S6A.1.3(6)

6A.6.2(i)(iv)

6A.6.2()(1)())
6A.6.2()(1)(ii)
6A.6.2(i)(1)(iii)
6A.6.2()(1)(iv)
6A.6.2(1)(1)(v)
6A.6.2(1)(2)
6A.6.4(d)

6A.6.2()(3)

6A.6.2())(3)
heading
preceding
6A.6.2(f)

6A.6.2()(3)

6A.6.2(b)

6A.6.4(b)

6A.6.2(b)
6A.6.4(a)

6A.6.2()(4)()
6A.6.2()(4)(ii)
6A.6.4(e)(1)
6A.6.4(€)(2)

6A.6.2(C)
6A.6.2(d)
6A.6.2(€)
6A.6.2(f)
6A.6.2(q)

6A.6.2(€)
6A.6.2(g)(3)
6A.6.2(q)(4)

Deleted

6A.6.2(f)(1)
6A.6.2()(2)
6A.6.2(f)(3)
6A.6.2()(4)
6A.6.2(f)(5)
6A.6.2(f)(6)

6A.6.2(g)(3)

6A.6.2(g)(3)

Consequential renumbering and referencing
revisions.

Consequential revisions to remove the reference
to the credit rating level.

Consequential revision to remove reference to the
maturity period and bond rates.

Revision to:

— introduce new clause 6A.6.2(f) to include the
debt risk premium;

— move the reference to the assumed utilisation
of imputation credits from clause 6A.6.4(d) as
matters to be reviewed; and

— clarify the existing matters to be reviewed.
Consequential referencing revision.

Consequential revision to replace reference to

heading preceding ‘parameters’ with ‘matters’ as it is no longer the

6A.6.2(C)

6A.6.2(g)(3)

6A.6.2(b)

Deleted

6A.6.2(b)
6A.6.4(a)

6A.6.2(g)(4)
6A.6.2(g)(5)

case it is only parameters to be reviewed.

Revision to provide reference to the need for the
values or methods ‘that vary according to the
efficiency of the TNSP'.

Consequential revision to remove references to
the nominal risk free rate and the debt risk
premium being calculated in accordance with
paragraphs (c) and (e).

Consequential revision to remove clause
6A.6.4(b) which is redundant.

Revision to remove references that deem the
values of the equity beta, the market risk
premium, the market value of debt as a portion of
the market value of equity and the assumed
utilisation of imputation credits.

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;

— 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; and

— remove clause 6A.6.4(e) which is redundant.

[6A.27] 6A.6.2(h) 6A.6.2(h) Revision to:

6A.6.4() 6A.6.2() — introduce new clause 6A.6.2(h) to provide that

a statement on the cost of capital only applies
to a revenue proposal submitted after it is
published

— introduce new clause 6A.6.2(l) to provide that
a revenue determination to which a statement
on the cost of capital applies must be
consistent with that statement.

— remove clause 6A.6.4(f) which is redundant.

[6A.28] 6A.6.2(f) 6A.6.2(c) Revision to:
6A.6.2(9) 6A.6.2(d)

6A.6.4(c) introduce new clauses 6A.6.2(f) to provide

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

— introduce new clause 6A.6.2(g) to provide that
a review must be undertaken in accordance
with the transmission consultation procedures,
subject to the reference in rule 6A.20(e) to 80
business days being read as a reference to 100
business days; and

— remove clause 6A.6.4(c) which is redundant.

Table2.7 Proposed rule change: other incentive schemes

No. Currentrule(s) Proposedrule(s) Remarks

[6A.29] — 6A.7.5(a) New clause to provide for the AER to develop and
6A.7.5(b)(1) publish an incentive scheme or schemes other
6A.7.5(b)(2) than the service target performance incentive
6A.7.5(b)(3) scheme and the efficiency benefit sharing scheme
6A.7.5(b)(4) where the AER considers that there are benefits to
6A.7.5(b)(5) end users or customers arising from the incentive
6A.7.5(c) scheme or schemes.
6A.7.5(d)
6A.7.5(e)
6A.7.5(f)

6A.7.5(g)(1)
6A.7.5(9)(2)

[6A.29.1] - 6A.4.2(6A) New clause to require a revenue determination to
state how any applicable other incentive scheme




[6A.29.2]

6A.6.6(e)(8)
6A.6.7(e)(8)

6A.6.6(d)(5)
6A.6.7(d)(5)

or schemes are to apply.

Revision to include reference in the operating and
capex factors to other incentives scheme.

[6A.29.3] - 6A.14.1(3)(iii) New clause to provide that the AER is required to
decide the values that are to be attributed to the
parameters for any applicable other incentive
scheme or schemes in a draft or final decision.

[6A.29.4] - 6A.14.3(c)(3) Consequential referencing and other revisions.

[6A.29.5] - 6A.17.1(d)(4A) New clause to require the TNSP to provide
information for the purposes of performance
reporting regarding any applicable other incentive
scheme or schemes.

[6A.29.6] - S6A.1.3(3A) New clause to require a TNSP to provide in the
revenue 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.

Table2.8 Proposed rule change: depreciation

No. Currentrule(s) Proposedrule(s) Remarks

[6A.30] S6A.2.1(f)(5) S6A.2.1(f)(5) Revision to remove the reference to actual

6A.6.3(b)(3) 6A.6.3(b)(3) depreciation.

[6A.30.1] 6A.4.2(a)(7) 6A.4.2(a)(7) Revision to:

6A.4.2(a)(8) gﬁ'j'g(:)(g) specify whether depreciation for establishing
4.2(2)(9) the RAB is to be based on actual or forecast
expenditure; and
— renumber provisions.

[6A.30.2] - 6A.14.1(5) New clause to require the AER to decide whether
actual or forecast depreciation is to be used in
establishing the RAB in a draft or final decision.

Table2.9 Proposed rulechange: extension of timeframes

No. Currentrule(s) Proposedrule(s) Remarks

[6A.31] - 6A.7.3(k) New clauses to:

6A.7.3(1)(2) :
6A.7.3()(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
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amount if the decision involves questions of
unusual complexity or if it requires further
information from the TNSP.

[6A.31.1] 6A.7.3(e) 6A.7.3(e) Revision to change 60 business days to 40
business days.
[6A.32] - 6A.7.1(h)(1) New clause to provide for the AER to extend the
6A.7.1(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
guestions of unusual complexity or if it requires
further information from the TNSP.

[6A.32.1] 6A.7.1(c)(2) 6A.7.1(c)(2) Revision to change 60 business days to 40
business days.
[6A.33] — 6A.8.2(h)(1) New clause to provide for the AER to extend the
6A.8.2(h)(2) timeframe by up to a further 60 business days in

which it makes its decision regarding the TNSP’s
trigger event application if the decision involves
guestions of unusual complexity or if it requires
further information from the TNSP.

[6A.33.1] 6A.8.2(d) 6A.8.2(d) Revision to clause 6A.8.2(d) to change 30
business days to 40 business days.

Table2.10 Proposed rule change: discretion to apply the incentive schemes

No. Currentrule(s) Proposedrule(s) Remarks

[6A.34] 6A.4.2(a)(5) 6A.4.2(a)(5) Revisions to include reference to the
6A.4.2(a)(6) 6A.4.2(a)(6) ‘applicable’ service target performance incentive
S6A.1.3(2) S6A.1.3(2) scheme and efficiency benefit sharing scheme.
S6A.1.3(3) S6A.1.3(3)

Table2.11 Proposed rule change: confidential information

No. Currentrule(s) Proposedrule(s) Remarks
[6A.35] 6A.11.3(a) 6A.10.1(g) Revisions to:
6A.12.3(f) 6A.11.3(a)

— introduce new clauses to provide that the

gﬁiég% TNSP must identify the parts of the proposal
6A.16.2(€) and any accompanying information (if any)

that it claims to be confidential;

— to clarify what the AER must publish as
specified in clauses 6A.11.3(a) and
6A.12.3(f); and

— introduce new clause to provide for the AER
to give such weight it considers appropriate
to confidential information in a revenue
proposal or a revised revenue proposal.
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Table2.12 Proposed rule change: decison making process

No. Currentrule(s) Proposedrule(s) Remarks

[6A.36] 6A.14.1(1) 6A.14.1(1) Revision to clause 6A.14.1 to provide that in a
6A.14.1(1)(ili)  B6A.14.1(1)() draft and final decision the AER is to:
6A.14.1(1)(iv)  6A.14.1(1)(ii) :
6A.14.1(1)(v) 6A.14.1(1)iil dete'rmlne tr|1|e totgl revenue cap, th(a it
6A.14.1(2) 6A.14.1(1)(iv) maximum allowed revenue (consistent wi
6A.14.1(2)(i) 6A.14.1(1)(v) determining the forecast capex and opex);
6A.14.1(2)(ii) 6A.14.1(1)(vi) — determine any other amounts, values or
6A.14.1(2)(iil)  6A.14.1(2) inputs that it has used in place of those
6A.14.1(3) 6A.14.1(3) referred to in clause 6A.10.2(b)(9);
6A.14.1(3)(1) 6A.14.1(3)(1) — determine whether actual or forecast
6A.14.1(3)() 6A'14'1(3)(!!.) depreciation is to be used in establishing the
gﬁiiigig(l) gﬁiiigggg opening regulatory asset base;
6A.14.1(4)(ii) 6A.14.1(4) — identify any contingent projects;
6A.14.1(4)(ii)) ~ 6A.14.1(5) approve or refuse to approve the values
6A.14.1(4)(lv) ~ 6A.14.1(6) attributed to the parameters in the service
6A.14.1(5) target performance incentive scheme, the
6A.14.1(6) efficiency benefit sharing scheme and other
6A.14.1(7) incentive scheme developed under clause
6A.14.1(8) 6A.7.5:

— approve or refuse to approve the
commencement and length of the regulatory
control period,;

— approve or refuse to approve the TNSP’s
proposed pricing methodology;

— specify the negotiated transmission service
pricing criteria.

[6A.36.1] 6A.13.2(b) Deleted Consequential revision to remove redundant
6A.13.2(b)(1) provisions.
6A.13.2(b)(2)
6A.13.2(b)(3)
6A.13.2(b)(4)
6A.13.2(b)(5)
6A.14.3(b)
6A.14.3(b)(1)
6A.14.3(b)(2)
6A.14.3(b)(3)
6A.14.3(b)(4)
[6A.36.2] 6A.5.4(b)(6) 6A.5.4(b)(6) Consequential referencing and renumbering
6A.6.5(a) 6A.6.5(a) revisions.
6A.6.7(i) 6A.6.7(9)

6A.7.1(a)(2)
6A.7.1(a)(4)(ii)
6A.13.2(a)
6A.13.2(C)
6A.13.2(d)
6A.14.3(c)

6A.7.1(a)(2)
6A.7.1(a)(4)(ii)
6A.13.2(a)
6A.13.2(b)
6A.13.2(c)
6A.14.3(b)




6A.14.3(d)
6A.14.3(e)
6A.14.3(f)
6A.14.3(q)
6A.14.3(h)
6A.14.3(h)(4)
6A.14.3(i)
6A.12.1(c)

S6A.4.2(f)(8)(b)

S6A.4.2 Note

6A.14.3(c)
6A.14.3(d)
6A.14.3(e)
6A.14.3(f)
6A.14.3(q)
6A.14.3(f)(4)
6A.14.3(h)
6A.12.1(c)

S6A.4.2()(8)(b)

S6A.4.2 Note

Table2.13

Proposed rule change: submissions and late proposals

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.37]

[6A.38]

[6A.39]

6A.11.3(a)(6)
6A.11.3(b)
6A.11.3(c)

6A.12.2(a)(4)
6A.12.2(c)
6A.12.3(a)
6A.13.1(a)

6A.16(a)

6A.11.3(a)(6)
6A.11.3(a)(7)
6A.11.3(b)

6A.11.3(C)

6A.11.3(d)(1)
6A.11.3(d)(2)
6A.11.3(d)(3)
6A.11.3(d)(4)

6A.12.2(a)(4)
6A.12.2(a)(5)
6A.12.2(c)

6A.12.2(d)(1)
6A.12.2(d)(2)
6A.12.2(d)(3)
6A.12.2(d)(4)
6A.13.1(a)

6A.13.1(a)(1)

6A.16.1(a)
6A.16.1(b)(1)
6A.16.1(b)(2)
6A.16.1(c)

Revisions to restrict a TNSP from making a
submission on its own revenue proposal and
where there are concurrent proposals being
assessed, on another DNSP’s regulatory
proposal unless there are material differences
between the two.

See Australian Government Solicitor, Advice on
possible amendments to the National Electricity
Rules 27 September 2011 (AGS advice), [26]-
[28] and [40]; proposed change [5].

Revisions to restrict a TNSP from making a
submission on its own revised revenue proposal
and where there are concurrent proposals being
assessed, on another a draft transmission
determination applying to another TNSP unless
there are material differences between the two.

See AGS advice, [29]-[32] and [40]; proposed
changes [6] and [7].

New clause to specify that the AER:

— must not consider any submission that does
not comply with clause 6A.11.3 or 6A.12.2;

— any resubmitted or revised regulatory
proposals which are late or do not address
the matters permitted in clause 6A.11.2 or
6A.12.3; and

— may accept corrections or errors that do not
affect the substance of the regulatory
proposal.

See AGS advice, [33]-[40]; proposed change
[8].
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[6A.39.1]

6A.16(b)
6A.16(c)
6A.16(d)
6A.16(e)
6A.16(f)

6A.16.2(a)
6A.16.2(b)
6A.16.2(C)
6A.16.2(d)
6A.16.2(F)

Consequential renumbering and referencing
revisions.

See AGS advice, [33]-[38]; proposed change
[8].

Table2.14

Proposed rule change: cost passthroughs

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.40]

S6A.2.1(f)(4)

S6A.2.1(f)(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.
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BA. Economic Regulation of Transmission Services

Part A Introduction

6A.1 Introduction to Chapter 6A

6A.1.1 Economic regulation of transmission services generally

(@)

(b)

©)

(d)

(d)

(€)
(f)

(9)

(h)

(i)

Part B of this Chapter 6A states the generhgjaiion of theAERto make
transmission determinatiorfer Transmission Network Service Providars
respect of:

(1) prescribed transmission servigesd
(2) negotiated transmission services

Part C of this Chapter 6A regulates the reventnat may be earned by
Transmission Network Service Providdrem the provision by them of
transmission servicethat are the subject gansmission determinations

Part D of this Chapter 6A regulates thems and conditions of accetssbe
applied (including the prices that may be chardwd)ransmission Network
Service Providerdor the provision by them ohegotiated transmission
services

Part E of this Chapter 6A sets out the procedoat applies for the purposes
of theAERmaking atransmission determination

Part F of this Chapter 6A contains provisioegarding the disclosure, use
and protection of information.

Part G of this Chapter 6A contains provisicegarding cost allocation.

Part H of this Chapter 6A contains provisiorgarding theransmission
consultation procedures

Part | of this Chapter 6A contains provisiorgardingTransmission Ring-
Fencing Guidelines

Part J of this Chapter 6A regulates the pritet may be charged by
Transmission Network Service Providdos the provision ofprescribed

transmission serviceand establishes principles to be applied by pergd
in setting prices that allow those providers tone#ine whole of the
aggregate annual revenue requirement

Part K of this Chapter 6A provides for @mmercial arbitratorto be
appointed to resolviFansmission services access disputerelation to the
terms and conditions of accef&s the provision ohegotiated transmission
servicesand forprescribed transmission services
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6A.1.2

6A.1.3

() Other transmission serviceprovided by Transmission Network Service
Providers (non-regulated transmission servifesre not subject to
regulation under this Chapter 6A.

(k) Services provided bgual function assetare not subject to regulation under
this Chapter 6A except to the extent provided irt Raof Chapter 6.

Meaning of terms and conditions of access fo  r transmission services

For the purposes of the economic regulatiomprafscribed transmission services
andnegotiated transmission servigéiseterms and conditions of access

(@) inrelation tcnegotiated transmission servicese:

(1) the price of those services (including, forvemes provided under rule
5.4A, access chargésand

(2) other terms and conditions for the provision tbhbse negotiated
transmission services

under Chapters 4, 5 and this Chapter 6A oRb&s and
(b) inrelation togprescribed transmission servicese:

(1) the price of those services as determined unither pricing
methodologyof the relevanifransmission Network Service Proviger
and

(2) other terms and conditions for the provision tbbse prescribed
transmission services

under Chapters 4, 5 and this Chapter 6A oRbkes

Access to prescribed and negotiated transmis  sion services

Subject to and in accordance with Reles

(1) a person who is an existing or intendiRegistered Participanior a person
who is eligible to become Registered Participanfa Service Applicant
may apply to alransmission Network Service Providier provision of
prescribed transmission servicesnegotiated transmission services

(2) a Transmission Network Service Providenust provide prescribed
transmission servicegr negotiated transmission servicéss the case may
be) on terms and conditions of acceghat are consistent with the
requirements of Chapters 4, 5 and this Chapterf@AeRules

(3) a Transmission Network Service Provider a person who is provided
prescribed transmission servicesr negotiated transmission services
(whether the person is provided those services ruadeagreement, as a
result of a determination of @mmercial arbitratoror otherwise under the
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Rule§ must not engage in conduct for the purpose ofveméng or
hindering access to those services.

6A.1.4  National regulatory arrangements

(@)

(b)

The AER is, in accordance with this Chapter 6A, resposmsifdr the
economic regulation ofprescribed transmission servicgsrovided by
Transmission Network Service Providdsg means of, or in connection
with, transmission systentisat form part of theational grid

Subject to any contrary determination by tR&R those parts of a
transmission networloperating at nominavoltages between 66kV and
220KV that:

(1) do not operate in parallel to; and
(2) do not provide support to,

the highervoltage transmission networknay be deemed by the relevant
Transmission Network Service Providey be subject to the regulatory
arrangements fatistribution servicepricing set out in Chapter 6.

6A.1.5  Application of Chapter 6A to Market Network Service Providers

(@)

(b)

©)

(d)

Notwithstanding anything contained in this CleabA:

(1) Parts B, C, D and J do not regulate the revetheg may be earned by
Market Network Service Providefsom, or the prices that may be
charged byMarket Network Service Providefer, the provision by
them ofmarket network serviceand

(2) Part E does not apply Market Network Service Providers

Part D of this Chapter 6A does not regulate tdrens and conditions of
access for provision bjransmission Network Service Providefsetwork
servicesprovided to:

(1) aMarket Network Service Provideor

(2) anotheNetwork Service Providdor electricity delivered to Market
Network Service Providethrough thenetworkof the othemMetwork
Service Providerexcept for any such electricity which is ultinlgte
consumed within the oth&tetwork Service Providerisetwork.

Charges for theetwork serviceseferred to in paragraph (b) are governed
by the applicable provisions of rule 5.4A.

Part K of this Chapter 6A does not apply tgpdigs relating to the terms
and conditions of access foetwork serviceseferred to under this clause
6A.1.5.
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6A.1.6

Part B

6A.2

6A.2.1

6A.2.2

Application of Chapter 6A to AEMO and declar  ed transmission
system operators

(@) This Chapter 6A applies tAEMO in respect of the provision afhared
transmission servicdsy means of, or in connection withdaclared shared
networksubject to the exclusions, qualifications and riicaliions set out in
Schedule 6A.4.

(b) This Chapter 6A does not applyA&MO as provider oklectricity network
servicesn any other capacity.

(c) This Chapter 6A applies teclared transmission system operatsubject

to the exclusions, qualifications and modificatiees out in Schedule 6A.4
that expressly apply to them.

Transmission Determinations Generally
Transmission determinations

Duty of AER to make transmission determinati  ons

The AER must maketransmission determination®r Transmission Network
Service Providerg accordance with this Chapter 6A in respect of:

(1) prescribed transmission servicesd

(2) negotiated transmission services

Components of transmission determinations

A transmission determinatiofior a Transmission Network Service Provider
consists of:

(1) arevenue determinatiofor the provider in respect of the provision by th
provider ofprescribed transmission serviges

(2) adetermination relating to the providemegotiating framework

(3) a determination that specifies tNegotiated Transmission Service Criteria
that apply to the provider; and

(4) a determination that specifies thacing methodologythat applies to the
provider.

Page 648



NATIONAL ELECTRICITY RULES CHAPTER 6A

VERSION 45

ECONOMIC REGULATION OF TRANSMISSION SERVICES

Part C
6A.3

6A.3.1

6A.3.2

6A.4

6A.4.1

6A.4.2

Regulation of Revenue - Prescribed Transmiss  ion Services

Allowed revenue from prescribed transmission s ervices

Allowed revenue for regulatory year

The revenue that &ransmission Network Service Provideray earn in any
regulatory yearof aregulatory control periodrom the provision oprescribed
transmission services themaximum allowed revenwseibject to any adjustments
referred to in clause 6A.3.2, and is to be deteechim accordance with:

(1) the revenue determinatiorfiorming part of the applicabléransmission
determinationand

(2) the provisions of this Part C.

Adjustment of maximum allowed revenue

The maximum allowed revenuthat aTransmission Network Service Provider
may earn in anyegulatory yearof aregulatory control periodrom the provision

of prescribed transmission services subject to adjustment in accordance with
rules 6A.7, 6A.8 or 6A.15.

Revenue determinations

Introduction

(@) The procedure for making r@venue determinatiorior a Transmission
Network Service Provideis contained in Part E of this Chapter 6A, and
involves the submission to tAER of aRevenue Proposdly the provider.

(b) Such aRevenue Proposamust comply with the requirements of this
Chapter 6A, and in particular must:

(1) be prepared using tip@st-tax revenue modedferred to in rule 6A.5;
and

(2) comply with the requirements of teabmission guideline®ferred to
in clause 6A.10.2.
Contents of revenue determination

(@) Arevenue determinatiofor a Transmission Network Service Providerto
specify, for aregulatory control periodthe following matters:

(1) the amount of the estimatddtal revenue cagor the regulatory
control periodor the method of calculating that amount;

(2) theannual building block revenue requirement eachregulatory
year of theregulatory control period
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6A.5

6A.5.1

(b)

(©)

3)

(4)

(5)

(6)

(6A)

the amount of themmaximum allowed revender eachregulatory year
of the regulatory control periodor the method of calculating that
amount;

appropriate methodologies for the indexationthed regulatory asset
base;

the values that are to be attributed to peformance incentive
scheme parametefsr the purposes of the application to the prowvide
of any applicableservice target performance incentive schetimat
applies in respect of thregulatory control periog

the values that are to be attributed to éfffeciency benefit sharing
scheme parametefsr the purposes of the application to the prowvide
of any applicableefficiency benefit sharing schentiegat applies in
respect of theegulatory control period

the values that are to be attributed to theupeters (as the case may

(7)
(8)

(9)

be) in, and for the purposes of application to, phnevider of any
applicable other incentive scheme or schemes deséloand
publishedby the AER under clause 6A.7.5 that applies in respect of
theregulatory control period

the commencement and length of thgulatory control perioganéd

such amounts, values or inputs as have beehhystheAERIn place
of those referred to in clause 6A.10.2(b)(@nd

whether depreciation for establishing the ratprly asset base as at

the commencement of the followimggulatory control periods to be
based on actual or forecast capital expenditure.

Unless otherwise determined by iR

(1)

@)

thetotal revenue capnay not relate to more than otransmission
systemthat is owned, controlled or operated byTeansmission
Network Service Provideand

there is to be a separdtgal revenue capor each sucliransmission
system

A regulatory control periodn respect of a'ransmission Network Service
Provider must be not less thanrégulatory years

Post-tax revenue model

Introduction

(@)

The

process of preparing ravenue determinatiorior a Transmission

Network Service Providanvolves the submission ofRevenue Proposab

the AER by the provider under clause 6A.10.1. The providerequired to
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6A.5.2

6A.5.3

(b)

()

prepare théRevenue Proposalsing apost-tax revenue modeal relation to
that proposal, in accordance with the requiremehtis Chapter 6A.

The principal purpose of thgost-tax revenue modet to calculate the
maximum allowed revenusder the@evenue determination

Thepost-tax revenue modedbgether with thd&Revenue Proposaform the
basis on which thAER assesses Revenue Proposand makes aevenue
determination

Preparation, publication and amendment of po  st-tax revenue model

(@)

(b)

(€)

The AER must, in accordance with théransmission consultation
proceduresprepare angublishapost-tax revenue model

The AER may, from time to time and in accordance with tifEsmission
consultation proceduresimend or replace thmst-tax revenue model

The AER must develop angublishthe firstpost-tax revenue modbly 28
September 2007, and there must be such a modetda &t all times after
that date.

Contents of post-tax revenue model

(@)

(b)

Thepost-tax revenue modslust set out the manner in which the following
matters, referable only to the provisionpséscribed transmission serviges

are to be calculated in respect of mnsmission Network Service Provider
for aregulatory control period

(1) thetotal revenue cajor the provider for the period;

(2) themaximum allowed revenuer the provider for eaclegulatory
year of the period; and

(3) theannual building block revenue requiremdnt the provider for
eachregulatory yeay determined in accordance with clause 6A.5.4.

Thepost-tax revenue modelust specify:

(1) a methodology that th&ER determines is likely to result in the best
estimates of expected inflation;

(2) the timing assumptions and associated disc@ies that are to apply
in relation to the calculation of the building bkscreferred to in
clause 6A.5.4;

(3) the manner (if any) in which working capitakasbe treated,

(4) the manner in which the estimated cost of c@j@income tax is to
be calculated; and
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(€)

(d)

(5) the CPI - X methodology that is to be applied escalating the
maximum allowed revenuer the provider for eachegulatory year
(other than the firstegulatory yeay of aregulatory control period

Thepost-tax revenue modelust be such that:

(1) the net present value of the expeateaximum allowed revenuer
the provider for eachegulatory yearof theregulatory control period
is equal to the net present value of #maual building block revenue
requiremenfor the provider for eactegulatory yeay

(2) themaximum allowed revender the provider for the firstegulatory
yearis expressed as a dollar amount;

(3) themaximum allowed revenuer the provider for eachegulatory
year (other than the firstegulatory yeay is calculated by escalating
the maximum allowed revenu#or the provider for the previous
regulatory yeamsing a CPI - X methodology; and

(4) thetotal revenue capior the provider for aegulatory control period
Is calculated as the sum of theaximum allowed revenuder the
provider for eaclmegulatory year

For the purposes of this clause 6A.5.3, theadtdr is that determined in
accordance with clause 6A.6.8.

6A.5.4  Building blocks approach

(@)

Building blocks generally

Theannual building block revenue requireméot a Transmission Network
Service Providerfor eachregulatory yearof a regulatory control period
must be determined using a building blocks approactder which the
building blocks are:

(1) indexation of the regulatory asset base - seagvaph (b)(1);
(2) areturn on capital for that year - see panagih)(2);
(3) the depreciation for that year - see parag(aj(3);

(4) the estimated cost of corporate income takefdrovider for that year
- see paragraph (b)(4);

(5) certain revenue increments or decrements fatr ylear arising from
theefficiency benefit sharing schemsee paragraph (b)(5);

(6) the forecast operating expenditaecepted-or-substituidetermined
by theAERfor that year — see paragraph (b)(6); and

(7) compensation for other risks - see paragrapf@)b
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6A.6

6A.6.1

(b) Details about the building blocks

For the purposes of paragraph (a):

1)

(2)
3)
(4)

(5)

(6)

(7)

for indexation of the regulatory asset base:

(i) the regulatory asset base is calculated inr@ecwe with clause
6A.6.1 and schedule 6A.2; and

(i)  the building block comprises a negative adjsit equal to the
amount referred to in clause S6A.2.4(c)(4) for tyexr;

the return on capital is calculated in accoogawith clause 6A.6.2;
the depreciation is calculated in accordandh wlause 6A.6.3;

the estimated cost of corporate income tax eterined in
accordance with clause 6A.6.4;

the revenue increments or decrements are thasarise as a result of
the operation of the applicabédficiency benefit sharing schepees
referred to in clause 6A.6.5;

the  forecast operating expenditure isacecepted——or
substitutedetermined by the AER in accordance with clause

6A.6.6(c)_or clause 6A.6.6(cl9rclause6A13-2(b)}3)aH8)-(as the
case may be); and [6A.1.1] [6A.36.2]

the compensation for other risks is such an®usmé the AER
determines are necessary for that year to compeasatinsmission
Network Service Providdor risks that are not otherwise compensated
for in the return on capital, including the riskiemed to in clause
S6A.2.3(b) of schedule 6A.2.

Matters relevant to the making of revenue dete  rminations

Regulatory asset base

Nature of regulatory asset base

(@) The regulatory asset base fotransmission systerawned, controlled or
operated by &ransmission Network Service Providerthe value of those
assets that are used by the provider to proyidscribed transmission
servicesbut only to the extent that they are used to iplguch services.

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

(b) The AER must, in accordance with théransmission consultation
procedures develop andpublish a model for the roll forward of the
regulatory asset base fdransmission systemgseferred to as theoll
forward model
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6A.6.2

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

(d) The AER must develop angbublish the first roll forward modelby 28
September 2007, and there must be such a modéhfaeaat 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 basetfansmission 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 the subsequearigulatory yearof thatregulatory control

period
under which:

(3) the roll forward of the regulatory asset basmmf the immediately
precedingregulatory control periodto the beginning of the first
regulatory yearof a subsequentgulatory control periocentails the
value of the first mentioned regulatory asset Wasiag adjusted for
outturn inflation, consistent with the methodoldbgt was used in the
transmission determinatiofif any) for the first mentionedegulatory
control periodfor the indexation of thenaximum allowed revenue
during thatregulatory control period

Other provisions relating to regulatory asset base

()  Other provisions relating to regulatory assasds are set out in schedule
6A.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 relevahtansmission Network Service
Provider for thatregulatory control periodcalculated in accordance with
this clause 6A.6.2) to the value of the regulatasget base for the relevant
transmission systenas at the beginning of thakegulatory year (as
established in accordance with clause 6A.6.1 ahddide 6A.2).
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Weighted average cost of capital

(b)

The rate of return for &ransmission Network Service Providéar a
regulatory control periods the cost of capital as measured by the return
required by investors in a commercial enterpristh\a similar nature and
degree of non-diversifiable risk as that facedhsttansmissiorbusiness of

the provider andsubjectto—anyrevised-values—methodologieslanels
ansmg—#em—a—rewew-under—pa#agr&phs{@‘a must be calculateas—a

with%heie#em#ngie#mu#a [6A.23]
(1) as a nominal vanillaveighted average cost of capitAdVACQ in
accordance with the following formula: [6A.23]

WACC =k, +k—
Vv

where:

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

re + Be XMRP
where:

rris the nominal risk free rate for theegulatory control period

e W [6A.24.8]

Be is the equity betavhich-is-deemed-to-be-].and [6A.25]

MRP is the market risk premiurmhich-is-deemed-to-be6-0% [6A.25]
Kq is the return on debt and is calculated as:

rr+ DRP

where:

DRP is the debt risk premium for thegulatory control period

determined-in-accordance-witlaragraph¢) [6A.24.8]

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

D/V is the market value of debt as a proportiomthef market value of equity

and debtwhich-is-deemed-te-be 0,&nd [6A.23] [6A.25]
(2) in accordance with tretatement on theost of capital [6A.23]
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[6A.24]
[6A.24]
[6A.24]
[6A.24]
[6A.24]
[6A.24]
[6A.24]
and [6A.24]
cpdepeenen CA LD Lo [6A.24]
10 year expiry date. [6A.24]
Liopino oo lonore copepp s [6A.24]
usedto-derive the-nominalrisk-free rate [6A.24]
Review of rate of return parameters-matters [6A.24.6]

#(c) The AER must carry out reviews of the matters referred to inagaaph (f)

in_accordance with this clause ameheeordance—witithe transmission
consultation proceduresnd-paragraphs—{d}),—carry—outreviews—of-the
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mattersreferred-to-in-paragrafisubject to the reference in rule 6A.20(e)
to 80business dayiseing read as a reference to M@iness days [6A.24.1] [6A.28]

from-31-March-2009. [6A.24.1] [6A.28]

A review is to be concluded by 1 March 2014 andhferr reviews are to
follow at intervals not exceeding, in any casegfiyears with the first
interval starting from 1 March 2014. [6A.28]

posdonne Lo e cne i 0 [6A.23.1] [6A.24.1] [6A.24.2] [6A.27]

The AER must, in consequence of a review, issue a statefastatement
on the cost of capital) adopting values and methods foransmission
Network Service Provideisr for specified classes dfansmission Network

Service Providers [6A.23.1]
M) FheAERmay-only-review: [6A.24.1] [6A.24.4]
(1) the values ofad methodologies used to calculate: [6A.24.4]
(1) the nominal risk free rate; [6A.24.4]
()—theequity-beta; [6A.24.4]
(i) the market risk premium; [6A.24.4]

y B d);
and [6A.24.3] [6A.24.4]

Lo the e ol Lo ool b o e b el e o
eguity-and-debt, [6A.24.4]

: ' 6. ' r
paragraph (h); and [6A.23.2] [6A.24.4]
revised under paragraph { ' h). ) [6A.24.2] [6A.24.4]

The following matters (and the method of their a&dton) may form the
subject of a review: [6A.24.4]
(1) the nominal risk free rate referred to in subgaaph (b)(1); [6A.24.4]
(2) the equity beta referred to in subparagrapfijb) [6A.24.4]
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(3) the market risk premium referred to in subparagraph (b)(1);

(4) the debt risk premium referred to in subparagraph (b)(1);

(5) the ratio of the value of debt to the value of equity referred to in
subparagraph (b)(1); and

(6) the assumed utilisation of imputation credits referred to in clause

6A.6.4.

H(a) In undertaking a review—under—this—elause—6A-6.2—and—under—eclause
6A-6:4(b}, the AER must have regard to:

(h)

@)

)

3)

(4)

()

the need for the rate of return calculated for the purposes of paragraph
(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 prescribed transmission services;

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

the need for the ereditratingtevels-ervalues attributable to, or the

methodologies—used—to—caledlatemethods  of calculating, the

parametersmatters referred to in paragraphs—{H{3)H)—v)—()—and
K2 _(f) that vary according to the efficiency of the Transmission

Network Service Provider to be based on a benchmark efficient

[6A.24.4]

[6A.24.4]

[6A.24.4]

[6A.24.4]

[6A.24.1]

Transmission Network Service Provider;-and  [6A.24.2] [6A.24.5] [6A.24.6] [6A.24.7]

[6A.24.2] [6A.26]

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

the previously adopted values for or methods of calculating the

matters referred to in paragraph (f).

A statement on the cost of capital applies only for the purposes of a Revenue

(i)

Proposal submitted to the AER after publication of the statement on the cost

of capital.

A revenue determination to which a statement on the cost of capital applies

must be consistent with the statement.
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6A.6.3 Depreciation

(@)

(b)

()

The depreciation for eackgulatory year

(1)

@)

must be calculated on the value of the assetsneluded in the
regulatory asset base, as at the beginning ofrégatlatory yeay for
the relevantransmission systemand

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 relevant Transmission Network Service Provider's

Revenue Proposabr

(i) to the extent the depreciation schedules naeted in the
provider's Revenue Proposal do not so conform, gusive
depreciation schedules determined for that purpysthe AER
in its final decision on the provider's Revenue ftrgal.

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

1)

(2)

3)

except as provided in paragraph (c), the sdesedmust depreciate
using a profile that reflects the nature of theets®r category of
assets over the economic life of that asset ogoayeof assets;

the sum of the real value of the depreciatlt 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 ifiduded in the

regulatory asset base for the relevaansmission systenmust be

equivalent to the value at which that asset orgrateof assets was
first included in the regulatory asset base forrevanttransmission

systemand

the economic life of the relevant assets and tepreciation
methodologies and rates underpinning the calculatid actual
depreciation for a giveregulatory control periodnust be consistent
with those determined for the same assets on @@cbge basis in the
transmission determinaticior that period.

To the extent that:

(1)

@)

an asset (or group of assets) the value of lwlficms part of the
regulatory asset base fortnsmission systens dedicated to one
Transmission Network Usénot being aDistribution Network Service
Provider or a small group ofransmission Network Userand

the value of the assets (or group of assetspcuded in the value of
that regulatory asset base as at the beginningeofitst regulatory
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6A.6.4

year of the currentregulatory control period exceeds thendexed
amount as at the commencement of thegulatory control periodof
$20 million,

that asset (or group of assets) must be deprecmates straight line basis
over the life at which that asset (or group of egseas first included in the
regulatory asset base for thansmission system

Estimated cost of corporate income tax

(@)

The estimated cost of corporate income tax dfransmission Network
Service Providerfor eachregulatory year(ETCt) must be calculated in
accordance with the following formula:

ETC = (ETk xr) (1 —y)
where:

ETl is an estimate of the taxable income for tlegiulatory yearthat would
be earned by a benchmark efficient entity as altreguthe provision of
prescribed transmission service$ such an entity, rather than the
Transmission Network Service Providesperated the business of the
Transmission Network Service Providsuch estimate being determined in
accordance with theost-tax revenue model

r.is the expected statutory income tax rate for tlegfulatory yearas
determined by th&ER and

v is the assumed utilisation of imputation creditsich-is-deemed-to-be0.5
For these purposes:

(1) the cost of debt must be based on that of albeark efficient
Transmission Network Service Provigand

(2) the estimate must take into account the estichdepreciation for that
regulatory year for tax purposes, for a benchmark efficient
Transmission Network Service Providef assets where the value of
those assets is included in the regulatory asss¢ @ the relevant
transmission systefor thatregulatory year

[6A.25]
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6A.6.5  Efficiency benefit sharing scheme

(@)

(b)

(©)

The AER must, in accordance with théransmission consultation
procedures develop andoublish a scheme (arfficiency benefit sharing
schemg that provides for a fair sharing betwe@nansmission Network
Service ProviderandTransmission Network Useds:

(1) the efficiency gains derived from the operatiegpenditure of
Transmission Network Service Provideiar a regulatory control
period being less than; and

(2) the efficiency losses derived from the operatiexpenditure of
Transmission Network Service Provideiar a regulatory control
periodbeing more than,

the forecast operating expendituareceptedbr-substitutedeterminedoy the
AERfor thatregulatory control periodn accordance with clause 6A.6.6(c)

[6A.26]

[6A.26]

[6A.26]

[6A.27]

or clause 6A.6.6(cl)+elause-6A-13-2(b)}3)-and{f@s the case may be)[6A.1.1] [6A.36.2]

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

(1) the need to provid&ransmission Network Service Providevgh a
continuous incentive (that is equal in each yeamy regulatory
control period to reduce operating expenditure;

(2) the desirability of both rewardin@ransmission Network Service
Providersfor efficiency gains and penalisingansmission Network
Service Provider$or efficiency losses; and

(3) any incentives thatransmission Network Service Providenay have
to inappropriately capitalise operating expenditure

At the same time as fiublishesan efficiency benefit sharing scheraeder
this clause 6A.6.5, th&ER must alsopublish parameters (thefficiency
benefit sharing scheme paramejefsr the scheme. For the avoidance of
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(d)

(e)

(f)

(9)

(h)

doubt, unless thAER provides otherwise in that scheme, such values may
differ as betweeifransmission Network Service Providarsl over time.

The AER must set out in eackfficiency benefit sharing schenaay
requirements with which the values attributed te #fficiency benefit
sharing scheme parametensust comply, but such requirements must not
be inconsistent with those factors to which AR must have regard under
paragraph (b).

The AER must develop anghublish the first efficiency benefit sharing
schemeby 28 September 2007, and there must beefliniency benefit
sharing schema force at all times after that date.

The AER may, from time to time and in accordance with tesmission
consultation proceduresamend or replace aefficiency benefit sharing
scheme except that no such amendment or replacement chagge the
application of the scheme toTaansmission Network Service Provider
respect of aegulatory control periodhat has commenced before, or that
will commence within 15 months of, the amendmenteptacement coming
into operation.

Subject to paragraph (h) tAd&Rmay, from time to time and in accordance
with thetransmission consultation proceduresnend or replace the values
to be attributed to thefficiency benefit sharing scheme parameters

An amendment or replacement referred to ingragzh (g) must not change
the values to be attributed to thefficiency benefit sharing scheme
parameterswvhere:

(1) those values must be included in informatiorcoagpanying a
Revenue Proposahnd

(2) the Revenue Proposais required to be submitted under clause
6A.10.1(a) at a time that is within 2 months of thelication of the
amended or replacedficiency benefit sharing scheme parameters

6A.6.6 Forecast operating expenditure

(@)

A Revenue Proposahust include the total forecast operating expemneit
for the relevantegulatory control periodvhich theTransmission Network
Service Providerconsiders is required in order to achieve eachhef
following (theoperating expenditure objectiyes

(1) meet the expected demand poescribed transmission serviceser
that period;

(2) comply with all applicableregulatory obligations or requirements
associated with the provision pfescribed transmission services

(3) maintain the quality, reliability and securivy supply ofprescribed
transmission servicesnd
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(b)

()

(c1)

(4) maintain the reliability, safety and securifytloe transmission system
through the supply gérescribed transmission services

The forecast of required operating expenditfra Transmission Network
Service Providethat is included in &evenue Proposahust:

(1) comply with the requirements of teebmission guidelines

(2) be for expenditure that is properly allocated prescribed
transmission services accordance with the principles and policies
set out in theCost Allocation Methodologyor the Transmission
Network Service Provideand

(3) include both:

() the total of the forecast operating expenditioe the relevant
regulatory control periogand

(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 &ransmission Network Service Provider therequlatory

control period and the forecast of the required operating exibamdfor

each requlatory year of the requlatory control period that the AER

considers would meet the efficient costs that ad@nti Transmission

Network Service Providerwould require to achieve theperating

expenditure objectives

If:

(1) a Transmission Network Service Providerade network support
paymentsn accordance with a relevant agreemenngtworksupport
services in the previouggulatory control periogand
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(2) the Transmission Network Service Providewust continue to make
network support payment® fulfil obligations under the relevant
agreement fometwork support services in the relevarggulatory
control period

the AER must accept the forecast of required operatingeedipure of the
Transmission Network Service Providacluded in aRevenue Proposaih
relation to the remainder of costs required to nw®igations under the
relevant agreement faretwork support services in the relevaegulatory
control period

Somee s e e el b e oo o [6A.1]
{e)Xd)n-deciding-whetheor-not-theAER is-satisfieth determining the forecasts

of required operating expendituas referred to in paragraph (c), theR

must have regard to the following (tbperating expenditure factors [6A.2]
[6A.3]
[6A.3]
[6A.3]
4)(1)benchmark operating expenditure that would be riecu by an
efficient Transmission Network Service Providarer theregulatory
control period [6A.3.1]
5)(2)the actual and expected operating expenditur@efptovider during
any precedingegulatory control periods [6A.3.1]
{6)(3)the relative prices of operating and capital isput [6A.3.1]

(AH(4)the substitution possibilities between operatingnd a capital
expenditure; [6A.3.1]

8)(5)whether thetetal-labeur—costs-included-inthampital-andoperating

expenditure forecastor theregulatory control periodrds consistent

with the incentives provided by the applicabservice target

performance incentive schenierespect—of-thaegulatery—control
period,_efficiency benefit sharing schemeother incentive scheme or

schemes developed apdblishedunder clause 6A.7;5 [6A.3.1] [6A.4] [6A.29.2]

{9)(6)the extent to which the forecast of required opegaexpenditure of
the Transmission Network Service Provideis referable to
arrangements with a person other than the provity in the opinion
of theAER do not reflect arm’s length terms; [6A.3.1]
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A0)X7)whether the forecast of required operating expargliincludes
amounts relating to a project that should more @ppately be
included as @ontingent projectinder clauséA-8-1b)6A.8.1(e) [6A.3.1] [6A.16.1]

43(8)the most recenNTNDP and any submissions made B¥ZMO, in
accordance with thdRules on the forecast of th@ransmission
Network Service Provider'iequired operating expenditure. [6A.3.1]

£2)9)the extent to whicliheFransmissionNetwork-SendeeProvideas
considered—and—made—provision-dny efficient and prudent non

network alternativesnay impact the forecast of required operating

expenditureand [6A.5] [6A.3.1]
{43)(10) any relevanproject assessment conclusions repedquired under

clause 5.6.6 [6A.3.1]

(11) arealistic expectation of the demand foreaasdtcost inputs; [6A.6]

(12) any other factors theERconsiders relevant. [6A.7]

operating expenditure. o [6A.1]

6A.6.7 Forecast capital expenditure

(@)

(b)

A Revenue Proposahust include the total forecast capital expenditiar

the relevantregulatory control periodwhich the Transmission Network
Service Providerconsiders is required in order to achieve eachhef
following (thecapital expenditure objectivies

(1) meet the expected demand foescribed transmission serviceser
that period;

(2) comply with all applicableregulatory obligations or requirements
associated with the provision pfescribed transmission services

(3) maintain the quality, reliability and security supply ofprescribed
transmission servicesnd

(4) maintain the reliability, safety and securifytloe transmission system
through the supply gérescribed transmission services

The forecast of required capital expenditureaofransmission Network
Service Providethat is included in evenue Proposahust:

(1) comply with the requirements of teebmission guidelines

(2) be for expenditure that is properly allocated prescribed
transmission services accordance with the principles and policies
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set out in theCost Allocation Methodologyor the Transmission
Network Service Provider
(3) include both:
(i) the total of the forecast capital expenditumr the relevant
regulatory control periogand
(i) the forecast of the capital expenditure focleeegulatory year
of the relevantegulatory control periogand
(4) identify any forecast capital expenditure:
(i) thatis for areliability augmentationor
(i) that is for an option that has satisfied tregulatory testor
regulatory investment test for transmissias the case may be).
(€) FolEE e meen e conneo b ol cen e con L s e 00 2

o I . derthat is_included._i o
Lif_ . isfiod_t I | of the ipita

The AER must determine the total of the forecast of respliicapital

expenditure of &ransmission Network Service Provider theregulatory
control period and and the forecast of the required capital edibere for
each reqgulatory year of the requlatory control period that the AER
considers would meet the efficient costs that ad@mti Transmission
Network Service Providerould require to achieve thepital expenditure

objectives

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

of required capital expenditues referred to in paragraph (c), hkERmay,
as it considers appropriatesusthave regard to the following (theapital

expenditure factods
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Propase [6A.10]

Prepes&mnelépmieuéAﬂ%{asﬂq&easeLmay be); [6A.10]

4)(1)benchmark capital expenditure that would be ireditsy an efficient
Transmission Network Service Providever theregulatory control
period [6A.10.2]

5)(2)the actual and expected capital expenditure of Thensmission
Network Service Provideduring any precedingegulatory control
periods [6A.10.2]

{8)(3)the relative prices of operating and capital isput [6A.10.2]

{AH(4)the substitution possibilities between operatingnd a capital
expenditure; [6A.10.2]

£8)(5)whetherthe-total-tabour—costs-included-the capitaland—eperating
expenditure forecastor theregulatory control periogkrds consistent
with the incentives provided by the applicabservice target
performance incentive schenerespect—of-thaegulatery—control
period,_efficiency benefit sharing schemeother incentive scheme or
schemes developed apdblishedunder clause 6A.7;5 [6A.10.2] [6A.11] [6A.29.2]

{9)(6)the extent to which the forecast of required @@kpenditure of the
Transmission Network Service Providerreferable to arrangements
with a person other than the provider that, indpaion of theAER
do not reflect arm’s length terms; [6A.10.2]

20)X7)whether the forecast of required capital expeméitincludes
amounts relating to a project that should more @muately be
included as @ontingent projectinder clauséA-8-1{b6A.8.1(e) [6A.10.2] [6A.16.1]

41)8)the most recenNTNDP and any submissions made BEMO, in
accordance with thd&jkules on the forecast of th@ransmission
Network Service Provideri®equired capital expenditure [6A.10.2]

42)(9)the extent to whichhe TFransmission-Network-Service-Provideas
considered—and-made—praais—foerany efficient and prudent non-

network alternativesan displace parts of the forecast of required

capital expenditureand [6A.12] [6A.10.2]
{43)(10) any relevanproject assessment conclusions repedquired under

clause 5.6.6 [6A.10.2]

(11) arealistic expectation of the demand foreaasdtcost inputs; [6A.13]

(12) any other factors tiER considers relevant. [6A.14]
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capital expenditure. [6A.8]

Forecast capital expenditure and contingent project S
{en(e)Paragraphgy—kj(f) — (i) apply where: [6A.10.2]

(1) in aregulatory control periodthefirst regulatory control period) the
AERdetermines under clausé-8-2(e}{1}iH-6A.8.2(e)(1)(iv)that the
likely completion date for aontingent projects a date which occurs
in the immediately followingegulatory control period(the second
regulatory control period); and [6A.18.1]

(2) there is an unspent amount of capital experalitor thatcontingent
projectunder paragrapér)(f). [6A.10.2]

(f) A Transmission Network Service ProvideiRevenue Proposalor the
secondregulatory control periodmust include in the forecast of required
capital expenditure referred to in paragraph (apemount of any unspent
capital expenditure for eaatontingent projectas described in paragraph
e2)(e)(2) that equals the difference (if any) between: [6A.10.2]

(1) the total capital expenditure for tr@intingent projectas determined
by the AER in the first regulatory control periodunder clause

6A-8-2(e){1}i}6A.8.2(e)(1)(iii} and [6A.18.1]

(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 avd#abin the first
regulatory control periodor thatcontingent project

{(a) The AER must include in any forecast capital expenditurethe second

regulatory control periodwhich is—aceepted-in-accordance-with-paragraph
{e)—estimatethe AER determinedn accordance with clausg-214-12{H)
crsobolbabocnceeoecben ol o B S bl LB (oo Lo e
may—bebA.14.1(iii), the amount of any unspent capital expenditure
calculated in accordance with paragrap}tf). [6A.10.2] [6A.8.1] [6A.36.2]

4r(h) Without limiting the requirement in paragra@f(q), in deciding-whether-or
not-to—aeccemeterminingthe forecast of required capital expenditure of a
Transmission Network Service Provider the secondegulatory control
periodin accordance with this clause 6A.6.7, &R must not: [6A.8.1] [6A.10.2]

(1) assess the reasonableness of the amount céntregpital expenditure
for a contingent projectreferred to in paragraplir)(f) or the
remaining period to which thmontingent projecapplies; [6A.10.2]

(2) assess the reasonableness of the timing of uthepent capital
expenditure within the remaining period for centingent project
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3)

referred to in paragraplir)(f) except as part othe—assessment
efdeterminingthe total forecast capital expenditure under pay
(c); or [6A.8.1] [6A.10.2]

take into account any amount which represents a contingent
projectreferred to in paragragh)(f) the difference between: [6A.10.2]

(i) the amount representing the sum of the foreceapital
expenditure for thatontingent projectfor each year of the
immediately precedingegulatory control periodeferred to in
clausebA-8-2(e{{6A.8.2(e)(1)(ii} and [6A.18.1]

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

(i) A Revenue Proposah respect of the secomdgulatory control periodnust
not include in the forecast of required capital engliture referred to in
paragraph (a) any capital expenditure faroatingent projecfor the first

regulatory control period [6A.10.2]

1)

(@)

to the extent that the capital expenditure wakided in the amount
of capital expenditure for thabntingent projecas determined in the
first regulatory control period under clause

6A.8.2(e)(1})6A.8.2(e)(1)(ii) and [6A.18.1]

the capital expenditure actually incurred (ostimmated -capital
expenditure for any part of the firsegulatory 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)

6A.6.8 The X factor

(&) Arevenue determinatiois to include the X factor for eachgulatory year
for aTransmission Network Service Provider

(b) The X factors for eadtegulatory yeamust be:

1)

(2)

providing they comply with the requirements get in paragraph (c),
the X factors for thoseegulatory yearsthat are nominated in the
Transmission Network Service ProviddRevenue Proposabr

to the extent that the X factors nominated I Transmission
Network Service ProviderBevenue Proposalo not so comply, the
X factors determined for that purpose by AteRin its final decision
on theTransmission Network Service ProviddRsvenue Proposal

(c) The X factor for eactegulatory yeamust be such that:
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6A.7

6A.7.1

(d)

1)

@)

the net present value of the expeateaximum allowed revenuer
the relevant Transmission Network Service Providdor each
regulatory year(as calculated in accordance with fuest-tax revenue
mode) is equal to the net present value of #mmual building block
revenue requiremenfior the provider for eachegulatory year(as
calculated in accordance with thest-tax revenue modebnd

the expecteadnaximum allowed revenuer the provider for the last
regulatory year(as calculated in accordance with peost-tax revenue
mode) is as close as reasonably possible taattmeual building block
revenue requirementor the provider for thatregulatory year(as
calculated in accordance with thest-tax revenue model

For the avoidance of doubt, there may be aiifit X factor that applies for
differentregulatory yearf theregulatory control period

Matters relevant to the adjustment of revenue cap after making
of revenue determination

Reopening of revenue determination for capit  al expenditure

(@)

Subject to paragraph (b), Taansmission Network Service Providery,
during a regulatory control period apply to the AER to revoke and
substitute aevenue determinatiothat applies to it where:

1)

(2)

3)

(4)

an event that is beyond the reasonable cowtfrahe provider has

occurred during thategulatory control periodand the occurrence of

that event during that period (or of an event airailar kind) could

not reasonably have been foreségnthe-providerat the time of the

making of therevenue determinatioftheevent’); [6A.8.2]

no forecast capital expenditure wasepted-or-substitutdetermined
by the AER for that period under clause 6A.6.7(efF—<clause

A3 2(b}4)and{(5)(asthe-case-mayinaglation to the event that
has occurred,; [6A.8.1] [6A.36.2]

the provider proposes to undertake capital edjpare to rectify the
adverse consequences of the event;

the total of the capital expenditure requiradtiny the regulatory
control periodto rectify the adverse consequences of the event:

() exceeds 5% of the value of the regulatory adsete for the
relevant Transmission Network Service Providir the first
year of the relevamegulatory control period

(i) is such that, if undertaken, it is reasonalttgly (in the absence
of any other reduction in capital expenditure) ésult in the
total actual capital expenditure for tlmagulatory control period
exceeding the total of the forecast capital expgenglifor that

regulatory control periodas acecepted-or-subitecdetermined
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by the AER in accordance with clause 6A.6.7{e)—clauses
At o (o Lo e oo o and [6A.8.1] [6A.10.2]

(5) the provider can demonstrate that it is noteatd reduce capital
expenditure in other areas to avoid the consequesfegred to in
clause 6A.7.1(a)(4)(i)) without materially advenrseaffecting the
reliability and security of the relevattinsmission system

(6) a failure to rectify the adverse consequendeth® event would be
likely to materially adversely affect theliability and security of the
relevanttransmission systemand

(7) the event is not pass through evemir atrigger eventassociated with
acontingent project [6A.20]

In this paragraph (a), a reference to an eventided a series of events or a

state of affairs, which may include a greater thaticipated increase in
demand.

(b) An application referred to in paragraph (a) most be made within 90
business dayprior to the end of eegulatory year

(c) Following its receipt of an application madeaiccordance with paragraphs
(a) and (b), thdERmust:

(1) consult with theTransmission Network Service Providend such
other persons as it considers appropriate in oglab the application;
and

(2) make its decision on the application witbig0 business daysf that
application being made. [6A.32.1]

(d) TheAERmust, and must only, revoke@enue determinatiofollowing an
application made in accordance with paragraphsaid) (b) if theAER is
satisfied of each of the matters referred to irageaph (a).

(e) If the AERrevokes aevenue determinationnder paragraph (d), thRER
must make a newevenue determinatiom substitution for the revoked
determination to apply for the remainder of tagulatory control periodor
which the revoked determination was to apply.

()  The substitutedevenue determinatiomust only vary from the revoked

revenue determinatioto the extent necessary:

(1) to adjust the forecast capital expenditure tf@t regulatory control
period to accommodate the amount of such additional a@hpit
expenditureaghat the AER determines-is-appropriaensiders would
meet the costs a prudeiransmission Network Service Provider
would require to achieve one or more of tt@pital expenditure
objectives having regard to, as it considers appropriate,ctipital
expenditure factorgin which case the amount of that adjustment will
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6A.7.2

be taken to beaceeptedetermined by the AER under clause
6A.6.7(c)); and

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

() the forecast operating expenditure for the recher of the
regulatory control periog

(i)  the maximum allowed revenuer eachregulatory yearin the
remainder of theegulatory control periodand

(ii) the X factor for each of the remainirrggulatory yearsof the
regulatory control period

(g) If theAERrevokes and substitutesevenue determinationnder paragraph
(e), that revocation and substitution must takeeaff from the
commencement of the nesdgulatory year

Extension of time limits

(h) TheAERmay extend the time limit fixed in subparagrapi{2thby up to a
further 60business day:

(1) making the decision involves questions of umlistomplexity or
difficulty; or

(2) the AER requires information further to that specified the
Transmission Network Service Provideaigplication submitted under

paragraph (a).

Network support pass through

(@) This clause applies wherenatwork support everdccurs with respect to a
regulatory year('theprevious regulatory year").

(b) If anetwork support evemiccurs, a'ransmission Network Service Provider
must seek a determination by tA&R to pass through td@ransmission
Network User@anetwork support pass through amount

(c) Where aTransmission Network Service Providezeks a determination as
referred to in paragraph (b), the provider musthini 60 business daysf
the end of the previousegulatory year submit to theAER a written
statement which specifies:

(1) the details of th@etwork support evenncluding whether the event
was anegative network support eveot a positive network support
event

(2) the amount that the provider proposes shoulgpdssed through to
Transmission Network Userlis the regulatory yearfollowing the
previousregulatory yearas a result of theetwork support event
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(d)

(€)

(f)

(@)

(3) evidence:

(i) of the actual increase in the amount wétwork support
payments including certification by an independent and
appropriately qualified expert; and

(i) that such amounts occur solely as a consequehthe positive
network support evenand

(4) such other information as may be required pumsto thenformation
guidelinesin force under clause 6A.17.2.

If the AERdetermines that positive network support evelnas occurred in

respect of a statement under paragraph (c)AfBR must determine the
network support pass through amoumdking into account the matters
referred to in paragraph (i).

If the AER does not make the determination referred to iragraph (d)
within 60 business dayBom the date it receives tAgansmission Network
Service Provider'sstatement and accompanying evidence under patagrap
(c), then, on the expiry of that period, tAERis taken to have determined
that the amount as proposed in the provider'smatieunder paragraph (c)

is thenetwork support pass through amount

If a negative network support evestcurs (whether or not the occurrence of
that event is notified by the provider to tA&ER under paragraph (c)) and
the AER determines to impose a requirement onThensmission Network
Service Providein relation to thahegative network support evettieAER
must determine thanetwork support pass through amoutaking into
account the matters referred to in paragraph (i).

A Transmission Network Service Providaust provide théAER with such
information as theAERrequires for the purpose of making a determination
under paragraph (f) within the time specified by #®ER in a notice
provided to the provider by theERfor that purpose.

Consultation

(h)

Before making a determination under paragraphof (f), the AER may
consult with the relevanfransmission Network Service Providand such
other persons as thE&ER considers appropriate, on any matters arising out
of the relevanhetwork support everis theAERconsiders appropriate.

Relevant factors

(i)

In making a determination under paragraph (d)fp the AER must take
into account:

(1) the matters and proposals set out in any sttegiven to thAERby
the Transmission Network Service Providerder paragraph (c);
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(2) in the case of positive network support everihe increase in costs in
the provision oprescribed transmission servicést the provider has
incurred in the precedingegulatory yearas a result of theositive
network support event

(3) in the case of positive network support everihe efficiency of the
provider's decisions and actions in relation to tiis& of the event,
including whether the provider has failed to takg action that could
reasonably be taken to reduce the magnitude opadiseive network
support evenaand whether the provider has taken or omittechke t
any action where such action or omission has iset#e magnitude
of the amount in respect of that event;

(4) the time cost of money based on Weighted average cost of capital
for the provider for the relevanégulatory control period

(5) the need to ensure that the provider only retany actual increment
in costs under this paragraph (i) to the extent sligh increment is
solely as a consequence afetwork support evenand

(6) any other factors th@ER considers relevant.

6A.7.3 Cost pass through

(a) If apositive change eventcurs, alransmission Network Service Provider
may seek the approval of tA&Rto pass through téransmission Network
Usersapositive pass through amount

(b) If anegative change eventcurs, theAER may require thélransmission
Network Service Providdp pass through téransmission Network Usees
negative pass through amouas$ 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 Transmission Network Service Providaust submit to th&ER
within 90 business daysf the relevanpositive change evemiccurring, a
written statement which specifies:

(1) the details of thpositive change event
(2) the date on which thmositive change eventcurred;

(3) theeligible pass through amoumh respect of thapositive change
event

(4) thepositive pass through amoutite provider proposes in relation to
thepositive change event
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(5) the amount of theositive pass through amouthat the provider
proposes should be passed throughremsmission Network Usens
eachregulatory yearduring theregulatory control periogd
(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 pamsuo information
guidelinesin force under clause 6A.17.2.
(d) If the AERdetermines that positive change evehtas occurred in respect of
a statement under paragraph (c),AllER must determine:
(1) theapproved pass through amouahd
(2) the amount of thaapproved pass through amoutitat should be
passed through tdransmission Network Uselis eachregulatory
yearduring theregulatory control period
taking into account the matters referred to in geagh (j).
(e) If the AER does not make the determinations referred to nagraph (d)

within 6640 business daydrom the date it receives th€&ransmission
Network Service Provider'statement and accompanying evidence under
paragraph (c), then, on the expiry of that peribé, AER is 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 to Transmission Network Users each regulatory year
during theregulatory control periodis the amount that should be so
passed through in each suelgulatory year

Negative pass through

(f)

A Transmission Network Service Providaust submit to th&ER within
60 business daysf becoming aware of the occurrence ofegative change
eventfor the provider, a written statement which spesif

(1) the details of thaeegative change eveobncerned;

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

(h)

(3) the costs in the provision pfescribed transmission servicdsat the
provider has saved and is likely to save untiléhd of theregulatory
control periodas a result of theegative change event

(4) the aggregate amount of those saved costshbgirovider proposes
should be passed throughTicansmission Network Users

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

(6) such other information as may be required pamsuo information
guidelinesin force under clause 6A.17.2.

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 tdransmission Network Userghe negative
pass through amountand

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

A Transmission Network Service Providaust provide th&ER with such
information as theAERrequires 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 relevanfransmission Network Service Providand such
other persons as theER considers appropriate, on any matters arising out
of the relevanpass through evemts theAER considers appropriate.

Relevant factors

@)

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

(1) the matters and proposals set out in any sttegiven to thERby
the provider under paragraphs (c) or (f) (as tise caay be);
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6A.7.4

(@)

3)

(4)

(5)

(6)

(7)

in the case of @ositive change eventhe increase in costs in the
provision of prescribed transmission servicéisat the provider has
incurred and is likely to incur until the end oktregulatory control
periodas a result of thpositive change event

in the case of positive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of positive 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 event

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

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 dss through event

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

any other factors th@ER considers relevant.

Extension of time limits

(k) The AER must, by written notice to dransmission Network Service

Provider, extend a time limit fixed in paragraphs (c) or iffthe AER is

satisfied that the difficulty of assessing or qifgimtg the effect of the

relevantpass through eveipistifies the extension.

() The AERmay extend the time limit fixed in paragraph (e)umpyto a further

60 business dayi:

(1)

making the determination involves guestionsimiisual complexity or

(2)

difficulty; or

the AER requires information further to that specified the

Transmission Network Service Providewnstten statement submitted
under paragraph (c).

Service target performance incentive scheme

(@ The AER must, in accordance with théransmission consultation
procedures develop andpublish an incentive scheme (gervice target
performance incentive schemehat complies with the principles in
paragraph (b).
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(b) The principles are that theervice target performance incentive scheme
should:

(1) provide incentives for eachransmission Network Service Provider
to:

() provide greatereliability of the transmission systerthat is
owned, controlled or operated by it at all times ewh
Transmission Network Userplace greatest value on the
reliability of thetransmission systemand

(i) improve and maintain theeliability of those elements of the
transmission systemhmat are most important to determinisgot
prices

(2) result in a potential adjustment to the revetha theTransmission
Network Service Providenay earn, from the provision pfescribed
transmission servicesn eachregulatory yearin respect of which the
service target performance incentive schexpplies;

(3) ensure that the maximum revenue increment oredeent as a result
of the operation of theervice target performance incentive scheme
will fall within a range that is between 1% and ®#6the maximum
allowed revenuéor the relevantegulatory yeay

(4) take into account theegulatory obligations or requirementwith
which Transmission Network Service Providersst comply;

(5) take into account any other incentives proviftedin the Rulesthat
Transmission Network Service Providér@ve to minimise capital or
operating expenditure; and

(6) take into account the age and ratings of theetascomprising the
relevanttransmission system

(c) At the same time as publishesa service target performance incentive
schemethe AER must alsopublish parameters (thperformance incentive
scheme parametérsfor the scheme. For the avoidance of doubt, the
parameters may differ as betweBransmission Network Service Providers
and over time.

(d) TheAERmust set out in eactervice target performance incentive scheme
any requirements with which the values attributedthe performance
incentive scheme parameteraist comply, and those requirements must be
consistent with the principles set out in paragréph

(e) The AER must develop angbublish the first service target performance

incentive schemender theRulesby 28 September 2007 and there must be a
service target performance incentive scheméorce at all times after that
date.

Page 678



NATIONAL ELECTRICITY RULES CHAPTER 6A

VERSION 45

ECONOMIC REGULATION OF TRANSMISSION SERVICES

(f)

(9)

(h)

The AER may, from time to time and in accordance with tesmission
consultation procedurgsamend or replace any scheme that is developed
and published under this clause, except that no such amendment o
replacement may change the application of the seh@naTransmission
Network Service Providen respect of aegulatory control periodhat has
commenced before, or that will commence within 18nths of, the
amendment or replacement coming into operation.

Subject to paragraph (h) tAd&Rmay, from time to time and in accordance
with thetransmission consultation proceduresnend or replace the values
to be attributed to thperformance incentive scheme parameters

An amendment or replacement referred to ingragzh (g) must not change
the values to be attributed to therformance incentive scheme parameters
where:

(1) those values must be included in informatiorcoagpanying a
Revenue Proposahnd

(2) the Revenue Proposais required to be submitted under clause
6A.10.1(a) at a time that is within 2 months of thelication of the
amended or replacqzerformance incentive scheme parameters

6A.7.5 Other incentive schemes

(a)

TheAERmMay, in accordance with thensmission consultation procedures

(b)

develop andgublishan incentive scheme or schemes other thasghdce
target performance incentive scheraad theefficiency benefit sharing
schemdo apply toTransmission Network Service Providersere theAER
considers that there are benefits to end usersustomers arising from

applying the incentive scheme or schemesramsmission Network Service

Providers

In developing and implementing an incentiveesnbk or schemes under this

clause, thAERmust have regard to:

(1) the possible effects of the scheme or schemeth® incentives for

Transmission Network Service Providdosimplement non-network
alternatives; and

(2) the need to ensure that the incentives arecgirif to offset any

financial incentives thdransmission Network Service Provideny
have to reduce costs at the expense of servicksjeara

(3) the need to ensure that benefits to consunietly lto result from the

incentive scheme or schemes are sufficient to whiay reward or
penalty under the incentive scheme or schemesTfansmission
Network Service Providerand

(4) the willingness of the customer or end usem&y for improved

performance in the delivery of services; and
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6A.8

6A.8.1

(c)

(5) any other incentives available to theansmission Network Service
Providerunder theRulesor under a relevamevenue 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
Transmission Network Service Providarsd over time.

TheAER must set out in the incentive scheme or schenatsghdeveloped

(e)

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

TheAER may, from time to time and in accordance with ttasmission

(f)

consultation proceduresmend or replace any incentive scheme or schemes

that is developed angublishedunder this clause, except that no such
amendment or replacement may change the applicatiaihe incentive
scheme or schemes toTeansmission Network Service Providarrespect
of a requlatory control periodthat has commenced before, or that will
commence within 15 months of, the amendment oapgwhent coming into

operation.

Subiject to paragraph (q) ti&ER may, from time to time and in accordance

(@)

with thetransmission consultation proceduresnend or replace the values
to be attributed to any parameters applicable ®ititentive scheme or
schemes.

An amendment or replacement referred to ingragzh (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
Revenue Proposahnd

(2) the Revenue Proposais required to be submitted under clause
6A.10.1(a) at a time that is within 2 months of ghblication of the
amended or replaced parameters applicable to temtive scheme or
schemes.

Contingent Projects

Acceptance of a Contingent Project in areve  nue determination

(@)

A Revenue Proposahay includeproposed contingent capital expenditure
which theTransmission Network Service Providasnsiders is reasonably
required for the purpose of undertakingraposed contingent project
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(b)

Theproposed contingent capital expenditdor eachproposed contingent

(c)

projectmust:

(1) exceed the threshold set out in fr@nsmission Contingent Project
Guidelines or if the AER has notpublishedsuch a threshold, either
$10 million or 5% of the value of thmaximum allowed revender
the relevanfTransmission Network Service Provider the first year
of the relevantrequlatory control periodwhichever is the larger
amount; and

(2) not be otherwise provided for (either in partio whole) in the total
forecast capital expenditure included in tRevenue Proposahs
referred to in clause 6A.6.7(a).

Thetrigger eventdn relation to eaclproposed contingent projeatust be

(d)

appropriate.

Theproposed contingent capital expenditdor eachproposed contingent

project must comply with the requirements of teabmission guidelines
made under clause 6A.10.2.
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(e) The AER may identify anycontingent project which may include a

proposed contingent proje@t any), that: [6A.16]

(1)

meets the requirements of paragraphs (b),n@)d); [6A.16]

(2)

the AER considers a prudeitransmission Network Service Provider

(3)

would be required to undertake if the associdtiemer eventoccurs
during therequlatory control periodto achieve one or more of the
capital expenditure objectiveand [6A.16]

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

the forecast of required capital expenditure fer ihlevanteqgulatory
control periodwhich is determined by thAER in accordance with
clause 6A.6.7(c). [6A.16]

(f)€e) In determining whether @igger eventin relation to goroposed contingent

projectis appropriate for the purposessafoparagraph-(b)}{garagraph (g)

the AERmust have regard to the need for: [6A.16.1]
(1) atrigger eventto be reasonably specific and capable of objective
verification;
(2) atrigger eventto be a condition or event, which, if it occursakas
the undertaking of theproposed contingent projecteasonably
necessary in order to achiewyone or moreof the capital
expenditure objectives [6A.16.2]
(3) atrigger evento be a condition or event that generates incrkessts

(4)

(5)

or categories of costs that relate to a speciftation rather than a
condition or event that affects thransmission networks a whole;

atrigger eventto be described in such terms that the occurrefce

that event or condition is all that is required fére—revenue
determinationto—be—amendad Transmission Network Service

Providerto make an application to ti&ERunder clause 6A.8.2; and [6A.16.3]

atrigger eventto be an event or condition, the occurrence othvig

probable during theegulatory control period but the inclusion of
capital expenditure in relation to it under clausA.6.7 is not
appropriate because:

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

(i) subject to the requirement to  satisfy elause

6A8-H{b}2)subparagraph (b)(1Xhe costs associated with
the event or condition are not sufficiently certain [6A.16.1]
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6A.8.2  Amendment of revenue determination for conti ngent project

(@) Subject to paragraph (b), Taansmission Network Service Providesay,
during aregulatory control periodapply to theAER to amend aevenue
determinationthat applies to that provider wheretrggger eventfor a
contingent projecin relation to thatevenue determinationas occurred.

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

(1) must not be made within usiness dayprior to the end of a
regulatory yeay

(2) subject to subparagraph (1), must be made@s &® practicable after
the occurrence of theigger event

(3) must contain the following information:

(i) an explanation that substantiates the occueesfcthetrigger
event

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

(i) a forecast of the capital and incremental rgpi@g expenditure,
for each remainingegulatory yearwhich the Transmission
Network Service Provideconsiders is reasonably required for
the purpose of undertaking thentingent project

(iv) how the forecast of the total capital expeuadit for the
contingent projecimeets the threshold as referred to in clause

BA-8- 1B} 2)(N6A.8.1(b)(1) [6A.16.1]

(v) the intended date for commencing twatingent projec{which
must be during theegulatory control perioyi

(vi) the anticipated date for completing thmntingent project
(which may be after the end of tihegulatory control perioyl
and

(vii) an estimate of the incremental revenue whiohTransmission
Network Service Provideronsiders is likely to be required to be
earned in each remainingegulatory yearof the regulatory
control period as a result of thecontingent projectbeing
undertaken as described in clause 6A.8.2(b)(3)&ny

(4) the estimate referred to in clause 6A.8.2(l§y{B)must be calculated:

(i) on the basis of the capital expenditure reférte in clause
6A.8.2(b)(3)(iii);
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(i)  on the basis of the rate of return for tHaansmission Network
Service Providefor theregulatory control periocas determined
pursuant to clause 6A.6.2;

(i) consistently with the manner in which depmn is calculated
under clause 6A.6.3;

(iv) to include the incremental operating expenditueferred to in
clause 6A.8.2(b)(3)(iii); and

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

(c) As soon as practicable after its receipt oapplication made in accordance
with paragraphs (a) and (b), tA&R mustpublishthe application, together
with an invitation for written submissions on thgpécation.

(d) TheAERmust consider any written submissions made undeagpaph (c)
and must make its decision on the application wig#40 business daysef
its receipt of that application. In doing so tA&R may also take into
account such other information as it considers @mmte, including any
analysis (such as benchmarking) that is undertdlert for that purpose
and thecapital expenditure factors [6A.17] [6A.33.1]

(e) If the AER is satisfied that thérigger eventhas occurred, and that the
forecast of the total capital expenditure for tomtingent projectmeets the

threshold as referred to in clause-8-1{bY2)}{#)6A.8.1(b)(1) it must: [6A.16.1]

(1) determine:

contingent project [6A.18]

- [6A.18]

() the scope of theontingent projectthat the AER considers a
prudent Transmission Network Service Providevould be
required to undertake to achieve one or more of catal
expenditure objectives [6A.18]

(i) the amount of capital and incremental opei@ixpenditure, for
the purpose of undertaking thepntingent project,for each
remaining requlatory yearwhich the AER considers would,
respectively, meet the efficient costs that a pntideansmission
Network Service Providexould require to achieve one or more
of the capital expenditure objectivesnd one or more of the
operating expenditure objectives [6A.18]
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(iii) the total capital expenditure for the purposfeundertaking the
contingent _projectwhich the AER considers would meet the
efficient _costs that a pruderffransmission Network Service
Provider would require to achieve one or more of ttepital
expenditure objectives [6A.18]

(-(iv)the likely commencement and completion dates foe t
contingent projegtand [6A.18]

{}(v) the incremental revenue which is likely to be ieegi by the
Transmission Network Service Providar each remaining
regulatory yearas a result of theontingent projectbeing

undertaken as described iglause—6A-82(eL){)—and

{subparagraphs (ii) and (iiisuch estimate being calculated

in accordance with subparagraph (2); [6A.18]

(2) calculate the estimate referred to in elause
6A8-2(e}b){ivBubparagraph (1)(v) [6A.18.1]

() on the basis of the capital expenditure refirte in clause
B6A8-2{e} ) {isubparagraph (1)(ii) [6A.18.1]

(i) to include the incremental operating expenditueferred to in
clause 6A-8-2(e}{1)gubparagraph (1)(iiand [6A.18.1]

(iii) otherwise in accordance with subparagrapidl)and

(3) amend theevenue determinatioim accordance with paragragh(f). [6A.18.1]

6A.8.2(b)3)i)— (Vi) if the AERIs saisfied that: [6A.16]

[6A.16]

e e e e [6A.16]
(3) the estimates of incremental revenue are reasgrefie [6A.16]
o thededes o nnable. [6A.16]

o Kingthe_d N L toi ey o the
AERmust take-into-account: [6A.16]
1) theint o includedi ine lication: [6A.16]
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bmissi . . : " lication: [6A.16]
= [6A.16]

theTransmission-Network-Service Proviger [6A.16]

precedingegulatory-control-perieds [6A.16]

SEede el e donl e e b e [6A.16]

contingent project [6A.16]

‘ [6A.16]

fofndonconive sopos [6A.16]
)(f) Amendments to aevenue determinatiomeferred to in paragraph (e)(3)
must only vary the determination to the extent asagy: [6A.18.1]
(1) to adjust the forecast capital expenditure that regulatory control

)

3)

period to accommodate the amount of capital expenditeterchined
underetause-6A-82(e} (L) subparagraph (e)(1)(i(in which case the

amount of that adjustment will be taken todmeeptedeterminedby

the AERunder clause 6A.6.7(c)); [6A.8.1] [6A.18.1]

to adjust the forecast operating expenditurdaHatregulatory control

period to accommodate the amount of incremental operating
expenditure determined underause—6A-82{(el){Hsubparagraph

(e)(2)(ii) (in which case the amount of that adjustment belitaken to

be aceeptedeterminedy theAERunder clause 6A.6.6(c)); [6A.1.1] [6A.18.1]

to reflect the effect of any resultant increasdorecast capital and
operating expenditure on:

() the maximum allowed revenuer eachregulatory yearin the
remainder of theegulatory control periodand

(i) the X factor for each of the remaininggulatory yearsof the
regulatory control period
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(a) Amendments to arevenue determinationtake effect from the
commencement of the nendgulatory yearof theregulatory control period

(h)  TheAERmay extend the time limit fixed in paragraph (d)uxpyto a further
60 business dayis$:

(1) making the decision involves questions of umblstcomplexity or
difficulty; or

(2) the AER requires information further to that specified the
Transmission Network Service Provideaigplication submitted under

consultation proceduresamend or replace th&ransmission Contingent

limited to specifying the threshold forcantingent projecfor the purposes

paragraph (c).
6A.8.3 Transmission Contingent Project Guidelines
Preparation, publication and amendment of Transmiss ion Contingent
Project Guidelines
(a)  TheAERmay, in accordance with thensmission consultation procedures
prepare angublishthe Transmission Contingent Project Guidelines
(b)  TheAER may, from time to time and in accordance with tlsmission
Project Guidelines
Contents of Transmission Contingent Project Guideli nes
(c)  TheTransmission Contingent Project Guidelinesy include, but are not
of clause 6A.8.1(b)(1).
(d) TheTransmission Contingent Project Guidelimeay vary in application as
between differenparticipating jurisdictionsand over time.
Part D Negotiated Transmission Services
6A.9 Negotiated transmission services
6A.9.1

Principles relating to access to negotiated transmission services

The following principles constitute thdNegotiated Transmission Services
Principles

(1) the price for amegotiated transmission servisbould be based on the costs
incurred in providing that service, determined ioc@dance with the
principles and policies set out in tkd®st Allocation Methodologfor the
relevantTransmission Network Service Proviger

(2) subject to subparagraphs (3) and (4), the pacanegotiated transmission
serviceshould be at least equal to the avoided cost @figing it but no
more than the cost of providing it on a stand aloass;
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3)

(4)

(5)

(6)

(7)

(8)

9)

if the negotiated transmission servicis the provision of ashared
transmission servicthat:

() exceeds the network performance requiremeritany) which that
shared transmission services required to meet under any
jurisdictional electricity legislationor

(i) exceeds thenetwork performance requirements set out in schedules
5.1aand 5.1,

then the differential between the price for thavee and the price for the
shared transmission servieehich meets (but does not exceed) nietwork
performance requirements under qmysdictional electricity legislatioror
as set out in schedules 5.1a and 5.1 (as the cagd@) should reflect the
increase in th@ransmission Network Service Providerisremental cost of
providing that service;

if the negotiated transmission servicis the provision of ashared
transmission servicéhat does not meet (and does not exceedhéiwork
performance requirements set out in schedulesandéb.1, the differential
between the price for that service and the pricegHfeshared transmission
service which meets (but does not exceed) thetwork performance
requirements set out in schedules 5.1a and 5.1cheflect the amount of
the Transmission Network Service Provideagoided cost of providing that
service;

the price for anegotiated transmission servigaust be the same for all
Transmission Network Usenmgnless there is a material difference in the
costs of providing thenegotiated transmission serviceo different
Transmission Network Useos classes of ransmission Network Users

the price for anegotiated transmission servicghould be subject to
adjustment over time to the extent that the assatd to provide that service
are subsequently used to provide services to anp#rson, in which case
such adjustment should reflect the extent to whiehcosts of that asset is
being recovered through charges to that other perso

the price for anegotiated transmission servisbould be such as to enable
the Transmission Network Service Providerrecover the efficient costs of
complying with allregulatory obligations or requirementssociated with
the provision of th@egotiated transmission servjce

anyaccess chargeshould be based on the costs reasonably incuyrdiaeb
Transmission Network Service Providarprovidingtransmission network
user accessind (in the case of compensation referred to liesr6.4A(h) -
(j)) on the revenue that is likely to be foregomel ahe costs that are likely
to be incurred by a person referred to in rule $M4j) where an event
referred to in those paragraphs occurs;

the terms and conditions of accefw a negotiated transmission service
should be fair and reasonable and consistent wi¢hsafe andeliable
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6A.9.2

6A.9.3

operation of thepower systenmin accordance with th&ules (for these

purposes, the price forreegotiated transmission servicgto be treated as
being fair and reasonable if it complies with pijhes (1) to (7) of this

clause 6A.9.1);

(10) theterms and conditions of accef® a negotiated transmission service
(including, in particular, any exclusions and liatibns of liability and
indemnities) must not be unreasonably onerous gakio account the
allocation of risk between théransmission Network Service Providand
the other party, the price for theegotiated transmission serviend the
costs to theTransmission Network Service Providef providing the
negotiated transmission servjand

(11) theterms and conditions of accefw a negotiated transmission service
should take into account the need for the senadaetprovided in a manner
that does not adversely affect the safe eelidble operation of thepower
systenin accordance with thRules

Determination of terms and conditions of acc  ess for negotiated
transmission services

(@ ATransmission Network Service Provideust comply with:
(1) the provider'siegotiating frameworkand
(2) the providersNegotiated Transmission Service Criteria

when the provider is negotiating tlterms and conditions of accessr
negotiated transmission serviciesbe provided to a person.

(b) The Transmission Network Service Providenust also comply with
Chapters 4, 5, and this Chapter 6A of Bides including the requirements
of:

(1) rules 5.3 and 5.4A, when negotiating for thevision of connection
servicesand the associatewnnection serviceharges; and

(2) rule 5.4A when negotiating these of system servicebargesand
access charget® be paid to or by @ransmission Network User

Negotiating framework determination

The determination specifying requirements relatmghe negotiating framework
forming part of aransmission determinatiofor a Transmission Network Service
Provideris to set out requirements that are to be compligk in respect of the
preparation, replacement, application or operatibithe provider'snegotiating
framework
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6A.9.4

6A.9.5

Negotiated transmission criteria determinati  on

(@)

(b)

The determination by th&ER specifying theNegotiated Transmission
Service Criteria forming part of atransmission determinatiorfor a
Transmission Network Service Providerto set out the criteria that are to
be applied:

(1) by the provider in negotiating:

() theterms and conditions of accekw negotiated transmission
services including the prices that are to be charged for t
provision of those services by the provider for tiedevant
regulatory control periog

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

(2) by acommercial arbitratorin resolving any dispute, between the
Transmission Network Service Providand a person who wishes to
receive anegotiated transmission servjda relation to:

() the terms and conditions of acceskr the negotiated
transmission servigencluding the price that is to be charged for
the provision of that service by the provider;

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

The Negotiated Transmission Service Criteriaust give effect to and be
consistent with théNegotiated Transmission Service Principks out in
clause 6A.9.1.

Preparation of and requirements for negotiat  ing framework

(@)

(b)

(€)

A Transmission Network Service Providewust prepare a document (the
negotiating framework) setting out the procedure to be followed during
negotiations between that provider and any pergwService Applicant or
applicant) who wishes to receivenagotiated transmission servilem the
provider, as to théerms and conditions of acceésr provision of the
service.

The negotiating frameworkKor a Transmission Network Service Provider
must comply with and be consistent with:

(1) the applicable requirements ofransmission determinatioapplying
to the provider; and

(2) paragraph (c), which sets out the minimum neoents for a
negotiating framework

The negotiating frameworlKor a Transmission Network Service Provider
must specify:
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(d)

1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

9)

a requirement for the provider andarvice Applicanto negotiate in
good faith theterms and conditions of accessr provision of the
negotiated transmission servjce

a requirement for the provider to provide allcls commercial
information as &ervice Applicantay reasonably require to enable
that applicant to engage in effective negotiatiathwhe provider for
the provision of th@egotiated transmission servjagacluding the cost
information described in subparagraph (3);

a requirement for the provider:

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

(i) to demonstrate to &ervice Applicantthat the charges for
providing thenegotiated transmission serviceflect those costs
and/or the cost increment or decrement (as ap@te)ri

a requirement for &ervice Applicanto provide all such commercial
information as the provider may reasonably requareenable the
provider to engage in effective negotiation witatthpplicant for the
provision of thenegotiated transmission servjce

a reasonable period of time for commencing, gmssing and
finalising negotiations with &ervice Applicanfor the provision of
the negotiated transmission servjcand a requirement that each party
to the negotiation must use its reasonable endeaviouadhere to
those time periods during the negotiation;

a process for dispute resolution which provittes all disputes as to
the terms and conditions of accedsr provision of negotiated
transmission serviceare to be dealt with in accordance with Part K of
this Chapter 6A;

the arrangements for payment b$exvice Applicanof the provider's
reasonable direct expenses incurred in processi@gpplication to
provide thenegotiated transmission servjce

a requirement that thdransmission Network Service Provider
determine the potential impact on otAgansmission Network Users
of the provision of th@egotiated transmission servjand

a requirement that thEransmission Network Service Providawust
notify and consult with any affectéddansmission Network Useesd
ensure that the provision of thhegotiated transmission servicdses
not result in non-compliance with obligations inaten to other
Transmission Network Useunder theRules

Notwithstanding the foregoing, theegotiating frameworkmust not be
inconsistent with any of the other requirementCbapters 4, 5 and this
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Chapter 6A of theRulesand, in the event of any inconsistency, the other
requirements in thRulesprevail.

(e) EachTransmission Network Service ProviderdService Applicantvho is
negotiating for the provision of aegotiated transmission servidg/ the
provider must comply with the requirements of tiegotiating framework
in accordance with its terms.

6A.9.6 Confidential information

(@ Commercial information which is required to peovided to aService
Applicantin accordance with clause 6A.9.5(c)(2):

(1) does not include confidential information pmred to the
Transmission Network Service Providsranother person; and

(2) may be provided subject to a condition th&eavice Applicantnust
not provide any part of that commercial informatitm any other
person without the consent of thgansmission Network Service
Providerwhich provided the information to that applicant.

(b) Commercial information which is required tofrevided to al'ransmission
Network Service Providen accordance with clause 6A.9.5(c)(4):

(1) does not include confidential information pmed to a Service
Applicantby another person; and

(2) may be provided subject to a condition that pinevider must not
provide any part of that commercial informationay other person
without the consent of th&ervice Applicantwhich provided the
information to the provider.

6A.9.7  Commercial arbitration for negotiated transm ission services

Part K of this Chapter 6A applies to any disputeiciwhmay arise between a
Transmission Network Service Providemd aService Applicanas to theterms
and conditions of accesshich the provider proposes to apply to thervice
Applicantfor the provision of aegotiated transmission service

Part E Procedure — Revenue determinations, negotiat  ing
frameworks and pricing methodologies

6A.10  Revenue Proposal, proposed negotiating framew  ork and
proposed pricing methodology

6A.10.1 Submission of proposal, framework, pricing methodology and
information

(@ A Transmission Network Service Providerust submit to theAER a
Revenue Proposahnd a proposegbricing methodologyrelating to the
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6A.10.2

(b)

(€)

(d)

(e)

(f)

(@)

prescribed transmission servicdbat are provided by means of, or in
connection with, aransmission systethat is owned, controlled or operated
by that provider:

(1) if any of thoseprescribed transmission servicese subject to a
transmission determinatiori3 months before the expiry of the period
in respect of which thatansmission determinatioapplies; or

(2) if any of thoseprescribed transmission servicase not subject to a
transmission determinatior® months after being required to do so by
the AER

At the same time as it submitfk@venue Proposainder paragraph (a), the
provider must also submit to th&=Ra proposedegotiating framework

The Revenue Proposaand the proposedhegotiating frameworkmust
comply with the requirements of, and must contairb® accompanied by
such information as is required by, theomission guidelinemade for that
purpose under this rule 6A.10.

The proposednegotiating framework must also comply with the
requirements of clause 6A.9.5.

A proposegricing methodologynust:

(1) give effect to and be consistent with tReicing Principles for
Prescribed Transmission Servicesd

(2) comply with the requirements of, and containberaccompanied by
such information as is required by, fhrécing methodology guidelines
made for that purpose under rule 6A.25.

The Revenue Proposamust also include a statement of whether it is
consistent with the most receNITNDP and, if it is inconsistent, identify
and give reasons for the inconsistency.

The Revenue Proposamust identify the parts of the proposal and any

accompanying information (if any) th&ransmission Network Service
Providersclaims to be confidential in accordance with thguirements of
thesubmission guidelines

Submission guidelines

(@)

(b)

The AER must make guidelines, referred to sakmission guidelines, for
the purposes of this Part E.

Thesubmission guidelinawnust specify:
(1) the form of &Revenue Proposandnegotiating framework

(2) the requirements for any information containedr accompanying
theRevenue Propos#b be audited or otherwise verified;
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3)

(4)

(5)

(6)

(7)

(8)

9)

what parts (if any) of thdRevenue Proposabr the information
accompanying it will not be publicly disclosed watit the consent of
the Transmission Network Service Providevith the presumption
being that at least the matters or information rrefé to in the
following clauses will be publicly disclosed:

() clause S6A.1.1;

(i) clause S6A.1.2;

(i) clauses S6A.1.3(1)-(3), (4)(i) and (ii), (&8) and (9); and
(iv) clauses 6A.10.2(b)(7) and (8);

that theRevenue Proposahust contain at least the information and
matters relating to capital expenditure set oudanise S6A.1.1;

that theRevenue Proposahust contain at least the information and
matters relating to operating expenditure setmatause S6A.1.2;

that the Revenue Proposamust contain at least the additional
information and matters set out in clause S6A.1.3;

that theRevenue Proposahust be accompanied by such information
as is necessary to enable tAER and other interested parties to
understand the manner in which theansmission Network Service
Provider proposes that negotiations as to the pricenefotiated
transmission serviceor the amount ofaccess chargeswill be
conducted in accordance with the provider's progosegotiating
framework

such other information as tW€ER considers should be contained in,
or should accompany, Revenue Proposabn the basis that such
information is necessary to enable &teRand other interested parties
to:

() understand how th&ransmission Network Service Provider
derived the elements of iRevenue Proposaand

(i) form an opinion as to whether thiRevenue Proposalomplies
with the requirements of Parts B and E of this G&apA; and

in the case of amounts, values or inputs that:

(i) cannot be determined before the submissionhef Revenue
Proposal or

(i) are required to be estimated, approved or milse determined
by the AER but are not so estimated, approved or otherwise
determined before the submission of Revenue Proposal
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6A.11

6A.11.1

(€)

(d)

(e)

what amounts, values or inputs are to be useddm thace for the
purposes of thRevenue Proposalr revisedRevenue Proposéas the
case may be).

Without limiting any other provision of this leu6A.10, thesubmission
guidelinesmust provide that:

(1) theinformation accompanying tRevenue Proposahust include:

() thepost-tax revenue modelompleted in such a way as to show
its application to thelransmission Network Service Provider
and

(i) the completedoll forward modej and

(2) the completedpost-tax revenue modelnd proposedoll forward
mode] and the information in those models, will not peblicly
disclosed without the consent of the provider, pkte the extent that
the information is aggregated or otherwise avadahpart from it
being contained in those models.

The AER must, in accordance with théransmission consultation
procedures develop and make treibmission guidelineky 28 September
2007, and there must sebmission guidelineavailable at all times after
that date.

Thesubmission guidelinesyay be amended or replaced by &ER from
time to time, in accordance with ttransmission consultation procedures

Preliminary examination and consultation

Preliminary examination and determination o f non-compliance with
relevant requirements

(@)

If theAERdetermines that:

(1) aRevenue Proposaubmitted by arransmission Network Service
Provider,

(2) a proposedegotiating frameworkubmitted by the provider;
(3) a proposegricing methodologygubmitted by the provider; or

(4) information contained in or accompanying sudReaenue Proposal
proposedegotiating frameworkor proposegricing methodology

under clause 6A.10.1 does not comply with the reguénts of:
(5) thesubmission guideling®n respect of &kevenue Proposgl

(6) clause 6A.9.5 (in respect of a propoeedotiating framewonk or
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(b)

(7) clause 6A.10.1(e) (in respect of a propgsecing methodology

the AER must notify the provider of that determination ason as
practicable after receiving th&evenue Proposalproposednegotiating
framework proposedpricing methodologyr information (as the case may
be).

A determination referred to in paragraph (a)stmbe accompanied by
written reasons that set out:

(1) the respects in which thRevenue Proposalproposednegotiating
framework proposedpricing methodologyor information does not
comply with the relevant requirements of thebmission guidelines
clause 6A.9.5, or clause 6A.10.1(e) (as the casg lbed and the
requirements that have not been complied with; and

(2) in the case of information which does not complith those
requirements, the reason that the submission obrrmdtion in
accordance with those requirements would assisABRIn assessing
the Revenue Proposaproposednegotiating frameworlor proposed
pricing methodology

6A.11.2 Resubmission of proposal, framework, pricin g methodology or
information

6A.11.3

(@)

(b)

If the AER notifies a Transmission Network Service Provided a
determination under clause 6A.11.1, the providestmwithin 1 month of
that notice, resubmit itsRevenue Proposal proposed negotiating
framework proposedpricing methodologyor the required information (as
the case may be) in a form that complies with #levant requirements set
out in that determination.

A Transmission Network Service Provideay only make changes to its
Revenue Proposaproposednegotiating frameworkor proposedricing
methodologyfor the purposes of paragraph (a) to address #tters raised
in the determination under clause 6A.11.1.

Resubmission of proposal, framework, pricin g methodology or
information

(@)

ExeepBubject to clause 6A.10.1(g) and excdpt the extent that the
submission guidelinesr thepricing methodology guidelingsrovide that it

will not be publicly disclosed (and, in that caiee relevanfTransmission
Network Service Providehas not otherwise consented), tAER must

publish

(1) theRevenue Proposal
(2) the proposedegotiating framework

(3) the proposegdricing methodologyand
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(4)

the information,

submitted or resubmitted to it by the provider undde 6A.9, 6A.10 or this
rule 6A.11, together with:

(5)

(6)

(7)

the AER’s proposed\egotiated Transmission Service Critef@ the
provider; and

() on the documents and information referred tsutparagraphs
(1)=(4), from any person other than theansmission Network
Service Providerthat submitted those documents and that
information; and

(i) _on the document referred to in subparagraph {f®om any
person; and

the date by which submissions must be madecthwhiust not be

earlier than 3Musiness dayafter the notice inviting submissions is

published

as soon as practicable after RER determines that thRevenue Proposal
proposed negotiating framework proposed pricing methodology and
information comply with the requirements of teabmission guidelings
clause 6A.9.5 or clause 6A.10.1(e) (as applicable).

(b) The AER may publish an issues paper examining the issues raised in
connection with the Revenue Proposal the proposed negotiating
framework the proposegricing methodologynd the proposedegotiated
Transmission Service Criteriaat the same time as, or subsequent to,
publication of theinvitation-te-makaotice invitingsubmissions referred to
in paragraph (a)(6).

(c)  Subject to subparagraph (a)(6)Jmmnsmission Network Service Provider

may only make a written submission in responsertoteepublishedunder

subparagraph (a)(6) in respect of documents armdntion referred to in

subparagraphs (a)(1)-(4) that were submitted byth@moTransmission

Network Service Provider

(d)  Where:

(1)

the AER is making transmission determinations in relatiortwo or

moreTransmission Network Service Providatshe same time; and
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6A.12

6A.12.1

6A.12.2

(2) aTransmission Network Service Providaakes a written submission
referred to in paragraph (c),

that written submission may only address mateifidrénces between:

(3) the documents and information referred to ibpswagraphs (a)(1)-(4)
that were submitted by it; and

(4) the documents and information referred to ibpswagraphs (a)(1)-(4)
that were submitted by anothefransmission Network Service
Provider.

Draft decision and further consultation

Making of draft decision

Subject tadhe Law andule 6A.16a), theAERmust [6A.3] [6A.10] [6A.38]

(@)

(b)

(€)

(d)

(e)

(1) consider any written submissions magdeiein accordance withule

[6A.37]

[6A.37]

[6A.37]

[6A.37]

6A.11; [6A.3] [6A.10] [6A.38]

(2) consider the information included in or accompag the Revenue

Proposal [6A.3] [6A.10]

(3) have regard to such analysis as is undertakenm for theAER and [6A.3] [6A.10]

(4) must make a draft decision in relation to fhensmission Network
Service Provider

The AER's draft decision must be made in accordance witll arust
comply with, the relevant requirements of rule 6A.1

If the AERs draft decision differs to thé&kevenue Proposah respect
ofrefuses-to-approvany of the amounts+valuesor projectsreferred to in
clause 6A.14.1(1Y4), the AER’sdraft decision must include details of the
changes required or matters to be addressed bbwAER will determine,
identify or approve (as the case may beéhose amouniservalues or

projects

If the AER refuses to approve the proposeegotiating frameworkthe
AER’sdraft decision must include details of the changegiired or matters
to be addressed before thERwill approve the framework.

If the AER refuses to approve any aspect of a propopeding

methodologythe AER’s draft decision must include details of the changes

required or matters to be addressed before AR® will approve the
proposed methodology.

Publication of draft decision and consultat ion

(@)

TheAER must, as soon as practicable but not later thamolths after the
relevant date referred to in clause 6A.10.1¢aplish
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(1) its draft decision and reasons under clausé®BA.and rule 6A.14;
(2) notice of the making of the draft decision;
(3) notice of a predetermination conference; and

(4) an—invitation—fea notice invitingwritten submissions on its draft
decision, from any person other than thEansmission Network
Service Providethat submitted th&kevenue Proposain which the
draft decision is based; and [6A.38]

(5) the date by which submissions must be madecthwhiust not be
earlier than 45business daysfter the date the predetermination
conference is to be held. [6A.38]

(b) The AER must hold a predetermination conference at the,tidate and
place specified in the notice under paragraph Yalg8 the purpose of
explaining its draft decision and receiving orabsussions from interested
parties. Any person may attend such a predeterromabnference but the
procedure to be adopted at the conference willththeadiscretion of the
seniorAERrepresentative in attendance.

(©)
prodobor bl saon oo es [6A.38]
A Transmission Network Service Providemay only make a written
submission in response to a notmgblishedunder subparagraph (a)(4) in
respect of a draft decision that has been madeelation to another
TransmissiorNetwork Service Provider [6A.38]
(d)  Where: [6A.38]
(1) theAERIis making transmission determinations in relatiortwo or
moreTransmission Network Service Providatghe same time; and [6A.38]

(2) aTransmission Network Service Providaakes a written submission
referred to in paragraph (c), [6A.38]

that written submission may only address materfédrénces between: [6A.38]

(3) the draft decision that has been made in pelatd it, or any revised
proposal, framework or pricing methodology thatsitbmits under
clause 6A.12.3; and [6A.38]

(4) adraft decision that has been made in relddamothe ransmission
Network Service Provideror any revised proposal, framework or
pricing methodology that provider submits undeus&6A.12.3. [6A.38]
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6A.12.3 Submission of revised proposal, framework o r pricing methodology

(@)

(b)

()

(d)

(e)

(e)

appropriate-The Transmission Network Service Providerly, not more
than 30business dayafter the publication of the draft decision, subtoi
the AER

(1) arevisedRevenue Proposal
(2) arevised proposetkgotiating frameworkor
(3) arevised proposeaticing methodology

A Transmission Network Service Provideray only make the revisions
referred to in paragraph (a) so as to incorporhte dubstance of any
changes required by, or to address matters ranseldda draft decision.

A revisedRevenue Proposabr revised proposedegotiating framework
must comply with the requirements of, and must @onor be accompanied
by such information as is required by, gubmission guidelines

The revised proposedegotiating frameworknust also comply with the
requirements of clause 6A.9.5.

A revised proposegaricing methodologynust:

(1) give effect to and be consistent with tReicing Principles for
Prescribed Transmission Servicesd

(2) comply with the requirements of, and must ciontat be accompanied
by such information as is required by, tpeicing methodology
guidelines

The revisedRevenue Proposahust identify the parts of the proposal and

(f)

any accompanying information (if any) tieansmission Network Service
Providersclaims to be confidential in accordance with thguirements of
thesubmission quidelines

ExeepBubject to paragraph (e) and exctepthe extent that theubmission
guidelines or the pricing methodology guidelinegs the case may be)
provide that it will not be publicly disclosed (gnth that case, the
Transmission Network Service Providesis not otherwise consented), the
AERmustpublish

(1) any revisedRevenue Proposal
(2) any revised proposeutkgotiating frameworkor
(3) any revised proposguticing methodology

(as the case may be), that is submitted byltla@smission Network Service
Provider under paragraph (a), together with the accompaniyiformation,
as soon as practicable after receipt byAR®
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6A.13

6A.13.1

6A.13.2

Final decision

Making of final decision

(@) Subject tahe Law andule 6A.16a), theAERmust [6A.3] [6A.10] [6A.38]

(1) consider any submissions made on the draft decigionon any
revisedRevenue Proposatevised proposedegotiating frameworlor
revised proposedpricing methodology submitted to it urdein
accordance witlclause 6A.12.3 [6A.3] [6A.10] [6A.38]

(2) consider the information included in or accomyag any revised
Revenue Proposatevised proposedegotiating frameworlr revised
proposediricing methodologgubmitted to it under clause 6A.12.3; [6A.3] [6A.10]

(3) have regard to such analysis as is undertakeor lfior theAER and
sanet [6A.3] [6A.10]

(4) make a final decision in relation to thieansmission Network Service
Provider. [6A.3.1] [6A.10.1]

(b) The AER'sfinal decision must be made in accordance withj amust
comply with, the relevant requirements of rule 6A.1

Refusal to approve amounts, values, framewo  rk or pricing
methodology

(@ If the AER'sfinal decision is to refuse to approve an amounwvalue
referred to in clausssA-14-1{1BA.14.1(3)(i)—(iii), theAERmust include in
its final decision a substitute amount or valuealihiexcept as provided in
paragraph (b), is: [6A.36.2]

(1) determined on the basis of the curi@avenue Proposahnd

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

R T e [6A.36.1]

[6A.36.1]

e [6A.36.1]
the AERmMust: [6A.36.1]
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6A.13.3

{e)(b)If the AER'sfinal decision is to refuse to approve the progasegotiating
framework referred to in clausesA-14-%6)6A.14.1(5) the AER must
include in its final decision an amendaegotiating frameworkvhich is:

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

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

{eh(c)If the AER’s final decision is to refuse to approve the propgogecing
methodologythe AERmust include in its final decision an amengeiting
methodologywhich is:

(1) determined on the basis of the current propeseihg methodology
and

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

Notice of final decision

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 final decision; and

(2) the final decision, including the reasons reggiito be included in it.
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6A.13.4

6A.14

6A.14.1

Making of transmission determination
The AER must, as soon as practicable after making itd filegision, make the
transmission determinatici which the final decision relates.

Requirements relating to draft and final deci  sions

Contents of decisions

A draft decision under rule 6A.12 or a final deorsiunder rule 6A.13 is a
decisionbyin whichthe AER setting out its reasons

(1)

(i) the total revenue capfor the provider for theregulatory control
period

(i) the maximum allowed revenu®r the provider for eachegulatory
year of theregulatory control periog

e |GEHEHIIEE9I®I the-service JéaFget—peFfeFmanGe—lﬂeeHﬂve

[6A.36]

[6A.36]

[6A.36]

[6A.36]
[6A.36]

[6A.36]

account theapital expenditure factors [6A.8.1] [6A.36]

(i) under clause 6A.6.7(c), the total of the fomst of required capital

expenditure for theequlatory control periodand the forecast of
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required capital expenditure for eaelgulatory yeamnf therequlatory
control period [6A.8.1] [6A.36]
(3) in which theAEReither: [6A.36]
into account theperating expenditure factars [6A.1.1] [6A.36]
(iv) under clause 6A.6.6(c), the total of the f@sicof required operating
expenditure for theequlatory control periodand the forecast of
required operating expenditure for eackgulatory year of the
requlatory control periodr under clause 6A.6.6(cl), accepts the total
of the forecast operating expenditure for thgulatory control period
that is included in the curreRevenue Proposal [6A.1.1] [6A.36]
S enieb L AR e s [6A.36]

identify-each-of- theseontingent-projeets [6A.16.4] [6A.36]

desedbod bhe oo Sloaon e Deonnon [6A.16.4] [6A.36]

iy thetrigge S ackonti ‘et (i which case

dnedoaisdor e closr cnne Do bpdinens cannn e e [6A.16.4] [6A.36]

(V)

clause 6A.8.1(b): | o [6A.16.4] [6A.36]

under clause 6A.8.1(e), tlemntingent projectswhich may include

the proposed contingent projectsf any), for the purposes of the
revenue determinatiomnd the associatettigger eventsfor each
contingent project [6A.16.4] [6A.36]
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6A.14.2

(vi) whether depreciation for establishing the tatpry asset base as at
the commencement of the relevaatgulatory control periods to be

based on actual or forecast capital expenditure; [6A.30.2] [6A.36]

5)(2)ir-which-theAERdetermines andets out the amounts, values or inputs that
it has used in place of those referred to in cl&440.2(b)(9);

{6)(3)approves or refuses to approven the Transmission Network Service
Provider'scurrentRevenue Proposal

(i) the values that are to be attributed to thexrformance incentive
scheme parameter$or the service target performance incentive
schemethat is to apply to the provider in respect of tequlatory
control period

(i) the values that are to be attributed to #féciency benefit sharing
scheme parametefer theefficiency benefit sharing schertiet is to
apply to the provider in respect of tremjulatory control period

(i) the values that are to be attributed to therapneters for the other
incentive_ scheme or schemes developed mraishedunder clause
6A.7.5 that is to apply to the provider in respettthe requlatory

[6A.36]

[6A.36]

[6A.36]

[6A.36]

control period [6A.29.3] [6A.36]

(iv) the commencement and length of tlegulatory control periodthat
has been proposed by the provider;

(4) approves or refuses to approwm the providerdransmission Network
Service Provider'scurrent proposedhegotiating frameworkin—which—the

AER-either—approves—rorefuses—to—approtiee proposednegotiating
framework-setting-out-reasons-forits-decisiamd

B (5)n—which-the AER-specifies theNegotiated Transmission Servi€gicing
Criteria for the Transmission Network Service Providewetiing—out—the
reasons-for-the-deecisipand

8)(6)approves or refuses to approwan the Transmission Network Service

Provider’s current proposegricing methodologyin—which-theAER either
approves-orefuses-to-approtieat methodologypnd-sets-outreasensHor its
ocici

Reasons for decisions

The reasons given by th&ER for a draft decision under rule 6A.12 or a final
decision under rule 6A.13 must set out the basis rationale of the decision,
including:

(1) details of the qualitative and quantitative hogtologies applied in any
calculations and formulae made or used byAE® for the purposes of its
decision;
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(2)

)

(4)

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 deffirged the provider's
currentRevenue Proposaind

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

details of any assumptions made by AR in undertaking any material
qualitative and quantitative analyses for the psgsoof the decision; and

reasons for the making of any decisions, tivéngior withholding of any
approvals, and the exercise of any discretionsgfasred to in Part C of this
Chapter 6A, for the purposes of the decision.

6A.14.3 Circumstances in which matters must be appr  oved or accepted

(@)

This clause set out the circumstances in wkhehAER must approve or
accept certain matters for the purposes of a dexision under rule 6A.12
or a final decision under rule 6A.13. Subject ty provision of this Chapter
6A, if the AER is not required to approve or accept such a mairtter
accordance with this clause, it may, but is notunegl to, refuse to approve
or accept that matter.

{e)(b)If a Transmission Network Service ProviderasvisedRevenue Proposal

submitted under clause 6A.12.3(a) includes:

(1) an amount of total forecasequired capital expenditure for the
regulatory control periodand for eachreqgulatory year of the
requlatory control period that is the same as thatceepted—or
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(@)

estimated{as—the—case—maylo8terminedby the AER in a draft

decision under rule 6A.12; or

an amount of total forecasequired operating expenditure for the
regulatory control periodand for eachregulatory year of the
regulatory control period that is the same as thatecepted—or
estimated{as—the—case—may—geterminedby the AER in a draft

decision under rule 6A.12,

then, except to the extent that:

3)

(4)

either or both of the following apply:

(i) other changes have been made in the re\i&aanue Proposal
or

(i) the information contained in or accompanyinige trevised
Revenue Proposaldiffers from that contained in or
accompanying the previolevenue Proposahnd

the changes are such that AteRis-retsatidiedwould not determine
the amounts of the total forecasts of required tahjgixpenditure or
required operating expenditure specified in theftddecision as

referred-toinunder clauses 6A.6.6(c) or 6A.6.7(c) (as the case may

[6A.8.1]

[6A.1.1]

be), [6A.1.1] [6A.8.1]

the AER in its final decision, must accept the foresadtrequired operating
expenditure or of required capital expendituretfes case may be) that is

included in the reviseRevenue Proposal

{eh(c) TheAERmust approve:

(1)

(2)

(3)

the values that are to be attributed to peformance incentive
scheme parameterfor the service target performance incentive
schemehat is to apply to dransmission Network Service Provider
respect of aegulatory control perioganéd

the values that are to be attributed to éfffeciency benefit sharing
scheme parametefsr theefficiency benefit sharing schertmst is to

apply to aTransmission Network Service Provider respect of a
regulatory control periogd and

the values that are to be attributed to pararaefior any applicable

other incentive scheme or schemes developedpabtished under
clause 6A.7.5 that is to apply to Taansmission Network Service
Providerin respect of aegqulatory control period

as set out in the curreRevenue Proposaif the AERIs satisfied that those
values comply with the requirements relating tantheet out in theservice
target performance incentive scheme—the efficiency benefit sharing
schemeor any incentive scheme or schemes developegablishedunder
clause 6A.7.%as the case may be).
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{eXd)The AER must approve the commencement and length ofrébalatory
control periodas proposed by &ransmission Network Service Providar
the provider’'s currenRevenue Proposaf the length of theregulatory
control periodas so proposed isrBgulatory years [6A.36.2]

H(e) The AER must approve dransmission Network Service Providecigrrent
proposednegotiating frameworkf the AER is satisfied that the relevant
proposednegotiating frameworkneets the requirements set out in clause
6A.9.5(c). [6A.36.2]

{en(f) The AER must approve dransmission Network Service Provigecurrent
proposeddricing methodologyf the AERIs satisfied that the methodology: [6A.36.2]

(1) gives effect to and is consistent with tReicing Principles for
Prescribed Transmission Servicesd

(2) complies with the requirements of fwécing methodology guidelines

(g)If a Transmission Network Service ProvidersvisedRevenue Proposal
revised proposednegotiating frameworkor revised proposedricing
methodologyas the case may be) submitted under clause ¥a)2. [6A.36.2]

(1) contains the changes required under clause26h. br

(2) does not contain those changes but otherwiseéh@ AER’s view),
adequately addresses the matters which prompteABERg0 require
those changes,

then, except to the extent that:
(3) either or both of the following apply:

(i) other changes have been made in the re\R&aenue Proposal
the revised proposedegotiating frameworkor the revised
proposedoricing methodologyby the provider; or

(i) the information contained in or accompanyinige trevised
Revenue Proposatevised proposedegotiating frameworlor
revised proposedpricing methodology differs from that
contained in or accompanying the previdRsvenue Proposal
proposed negotiating framework or proposed pricing
methodologysubmitted or resubmitted; and

(4) the changes would justify teER in its final decision, in refusing to
approve the amounts or values referred to in clause
6A-14-1H{5PA.13.2(a) the proposedegotiating frameworkeferred to
in clause6A-13-2€)6A.13.2(b)or the proposegricing methodology
referred to in clauseA-13-2¢)6A.13.2(c) [6A.36.2]

the AER’sfinal decision must be to approve those amountga@res, that
proposedhegotiating frameworkr that proposegricing methodology
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6A.15

6A.16

(h) The AER must only specify criteria ablegotiated Transmission Service

Criteria for a Transmission Network Service Provider a draft or final
decision under rule 6A.12 or 6A.13 if those cridegive effect to and are
consistent with th&legotiated Transmission Services Principles

Revocation _and substitution or amendment __ of revenue
determination or amendment of pricing methodology f or wrong
information or error

(@)

(b)

()

(d)

(e)

(f)

Except as provided in clause 6A.7.1(d), &KER may only (but is not
required toyevokeor amendarevenue determinatioar amend an existing
pricing methodologyuring aregulatory control periodvhere it appears to
the AERthat:

(1) the total revenue capwas set or thepricing methodologywas
approved on the basis of information provided bywrbehalf of the
relevantTransmission Network Service Providerthe AER that was
false or misleading in a material particular; or

(2) there was a material erraor deficiency in the tetal—revenue
eaprevenue determinatioor in thepricing methodology

If the AERrevokes aevenue determinationnder paragraph (a)(by (a)(2)
the AER must make a newevenue determinatiom substitution for the
revokedrevenue determinatioto apply for the remainder of tlegulatory
control periodfor which the revokedevenue determinatiowas to apply.

If the AERrevokesand substitutes or amenasevenue determinationnder
paragraph{a)(1) or(a)(2), the substitutedr amendedevenue determination
must only vary from the revokear existingrevenue determinatioto the
extent necessary to correct the relevant error.

If the AER amends apricing methodologyunder paragraph (a)(1), the
amended methodology applies to the setting of prioe the nexfinancial
yearand for the remainder of the relevaagulatory control period

If the AER amends apricing methodologyunder paragraph (a)(2), the
amended methodology must only vary from the exstipricing
methodologyto the extent necessary to correct the relevanir evr

deficiency

The AERmay only revoke and substitute amenda revenue determination
or amend apricing methodologyunder this rule 6A.15, if it has first
consulted with the relevanfransmission Network Service Providend
such other persons as it considers appropriate.

Miscellaneous
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6A.16.1

Out-of-scope submissions and late proposals

6A.16.2

(a)  Subject to the Law, where tA&R publishes a notice inviting submissions
under this Part E, théAER must not consider any submission, or any
material supplied with a submission that, in #ER’s opinion, does not
comply with clause 6A.11.3 or 6A.12.2, or is othesevnot relevant to the
purpose of the invitation.

(b)  Where aTransmission Network Service Providegsubmits aRevenue
Proposal proposediegotiating frameworkproposedoricing methodology
or information under clause 6A.11.2 or submits\asex Revenue Proposal
proposed negotiating framework proposed pricing methodology or
information under clause 6A.12.3, tAERmust not consider:

(1) a resubmitted or reviseRevenue Proposalproposednegotiating
framework proposedpricing methodologyor information that was
submitted late; or

(2) if the revisedRevenue Proposalproposednegotiating framework
proposeddricing methodologyr information includes material that is
not permitted under clause 6A.12.3—that material.

(c) This clause does not prevent td&ER from accepting typographical
corrections, corrections of miscalculations andrexiions of other errors
that do not affect the substance of a written ssbioin or document.

Other matters

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

{e)(b) Subject to paragrapfa(c), as soon as practicable after thER receives a
submission in response to an invitation referreih ttlause 6A.11.3(a)(6) or
6A.12.2(a)(4) (whether or not the submission waslenaefore the time for
making it has expired), th®ERmustpublishthat submission.

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

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

(e) TheAER may give such weight tgonfidential informationidentified in
accordance with clause 6A.10.1(g) in Revenue Proposabr clause
6A.12.3(el) in a revisedRevenue Proposalas it considers appropriate,
having regard to the fact that such information hessbeen made publicly
available.
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Part F

6A.17

6A.17.1

(H Paragraphej(c) does not apply to the extent that any other prowisf the
Rulespermits or requires such information to be puplictleased by the
AER

Information Disclosure

Information disclosure by Transmission Networ k Service
Providers

Information to be provided to AER

(@ In this rule 6A.17 certified annual statement’ means an annual statement
provided by arransmission Network Service Providerder this rule 6A.17
and certified in accordance with tirdormation guidelines

(b) A Transmission Network Service Providaust submit to thé\ER in the
manner and form set out in tleformation guidelinesannual statements
that:

(1) provide a true and fair statement of the finah@and operating
performance of the provider;

(2) are certified in accordance with timéormation guidelinegsand

(3) otherwise comply with the requirements of tlikuse and the
information guidelines

(c) In addition to the certified annual statemeritse AER may require a
Transmission Network Service Provider provide, by a date and in the
form and manner specified by tA&ER any additional information th&ER
reasonably requires for a purpose set out in papdgfd).

(d) The certified annual statements and additionfrmation provided by a
Transmission Network Service Provider the AER under this rule 6A.17
may be used by th®ERonly for the following purposes:

(1) to monitor, report on and enforce the comple&ntthe provider with
the total revenue capor the provider for aegulatory control period
the maximum allowed revenuer the provider for eachegulatory
year, and any requirements that are imposed on thedgaounder a
transmission determination

(2) to monitor, report on and enforce compliancthwie provider'<Cost
Allocation Methodology

(3) as an input regarding the financial, economitd aoperational
performance of the provider, to inform tA&R’sdecision-making for
the making ofrevenue determinationsr other regulatory controls to
apply in futureregulatory control periods
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(4) to monitor and report on the performance of phevider under any
service target performance incentive schehat applies to itand [6A.29.5]
(4A) to monitor and report on the performance & fivovider under any
applicable other incentive scheme or schemes deséeloand
publishedunder clause 6A.7.5 that applies to it; and [6A.29.5]
(5) for the preparation of@etwork service provider performance report
(e) TheAERmay request or undertake verification or indepenh@edit of any

6A.17.2

information sought by it, or provided to it, undbis rule 6A.17.

Information Guidelines

Preparation, publication and amendment of Informati on Guidelines

(@)

(b)

(€)

The AER must, in accordance with théransmission consultation
proceduresprepare angublishinformation guidelines

The AER may, from time to time and in accordance with tfEsmission
consultation proceduresimend or replace theformation guidelines

The AER must develop and publish the fiisformation guidelinedy 28
September 2007 and there mustit®rmation guidelinesavailable at all
times after that date.

Contents of information guidelines

(d)

(e)

Theinformation guidelinesnust provide for the manner and form in which
Transmission Network Service Providemsust submit certified annual
statements to théER including the date each year by which those
statements must be submitted to AR

Theinformation guidelinesmay only require the inclusion in the certified
annual statements of:

(1) such information as th®ERreasonably requires for a purpose set out
in clause 6A.17.1(d);

(2) information on the amount of each instance,indurthe relevant
reporting period, of a reduction under clause 6AL&Y) in the prices
payable by &ransmission Customédor prescribed TUOS services
prescribed common transmission servicggovided by the
Transmission Network Service Provider

(3) information on each instance, during the rehévaporting period, of
a reduction in the prices payable byTeansmission Customeior
prescribed TUOS service®r prescribed common transmission
services(or both) that were recovered under rule 6A.26nfrother
Transmission Customefer prescribed TUOS servicas prescribed
common transmission servicesd
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(4) information to substantiate any claim by fhensmission Network
Service Providerthat the information provided to thA&ER with
respect to reductions in the prices payable bylransmission
Customerfor the relevantprescribed transmission servicasder
subparagraph (2) or (3) is confidential information
(H  The information guidelinesmay provide for the information that must
accompany a written statement seeking approvdleAERto pass through
a positive pass through amouant anegative pass through amoumtder
clause 6A.7.3.
(@) The information guidelinesmay specify the information that must be
submitted with any application made under claus6/&(b), including:
(1) details of the circumstances in which a dist@mount has arisen and
of the calculation of the proposed recovery amoamndt
(2) the information necessary to substantiate hbe requirements of
clause 6A.26.1(f) are satisfied.
(h) Theinformation guidelinesnay provide, for the purposes of rule 6A.27,

rule 6A.28 and rule 6A.29, for:

(1) the information that eachiransmission Network Service Provider
must supply to &o-ordinating Network Service Providend other
Transmission Network Service Provideiar the purposes of cost
allocation under the providerfgicing methodologyincluding:

(i) electrical parameters for each optimised elenoérthe network
and thenetworkconfiguration;

(i) hourly load data for each exit point for tiseirvey period

(i) hourly generation data for each entry point for thsurvey
period

(iv) voltagecontrol arrangements andltageprofile; and

(v) the ASRRfor the categories gbrescribed TUOS serviceand
prescribed common transmission services

(2) the derivation of hourlyload data from metering databy the
aggregation of thenergy meter reading figures in respect of each
hour.
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6A.18 [Deleted]

Part G Cost Allocation

6A.19  Cost allocation

6A.19.1 Duty to comply with Cost Allocation Methodo logy
A Transmission Network Service Providaust comply with th&Cost Allocation
Methodologythat has been approved in respect of that pro¥ider time to time
by theAERunder this rule 6A.19.

6A.19.2 Cost Allocation Principles

The following principles constitute ti@ost Allocation Principles

(1)

(2)

3)

(4)

(5)

the detailed principles and policies used Ayansmission Network Service
Provider to allocate costs between different categoriestrahsmission
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 itng to the substance of a
transaction or event rather than its legal form;

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

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

(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 aaost effort,
be an allocator that accords with a well acceftest Allocation
Methodology

anyCost Allocation Methodologwhich is used, the reasons for using that
methodology and the numeric quantity (if any) o tthosen allocator must
be clearly described;

the same cost must not be allocated more thae;o
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(6) the principles, policies and approach used Hocate costs must be
consistent with th@ransmission Ring-Fencing Guidelines

(7) costs which have been allocatedptescribed transmission servicesust
not be reallocated toegotiated transmission servicesd

(8) costs which have been allocatechémotiated transmission servicemy be
reallocated tgrescribed transmission servicesthe extent they satisfy the
principle referred to in subparagraph (3).

Note:

6A.19.3

The Cost Allocation Guidelineare required by clause 6A.19.3 to give effectrid be consistent
with, theCost Allocation Principles

Cost Allocation Guidelines

(@)

(b)

()

(d)

(e)

The AER must, in accordance with théransmission consultation
proceduresmake guidelines (th€ost Allocation Guidelinggelating to the
preparation by aTransmission Network Service Providef its Cost

Allocation Methodology

TheCost Allocation Guidelines

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

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

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

(1) the format of &ost Allocation Methodology

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

(3) the categories ofransmission servicesvhich are to be separately
addressed in &ost Allocation Methodologysuch 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 methodologies which are accdptahbd the supporting
information that is to be included in relation teck methodologies in
aCost Allocation Methodology

The AER may, from time to time and in accordance with tfEsmission
consultation proceduresimend or replace tlgost Allocation Guidelines

The AER must, in accordance with théransmission consultation
proceduresdevelop angublishthe firstCost Allocation Guidelineby 28
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September 2007 and there mustQumst Allocation Guidelineavailable at
all times after that date.

6A.19.4 Cost Allocation Methodology

(@)

(b)

(€)

(d)

(€)

(f)

(9)

EachTransmission Network Service Providaust submit to thAERfor its
approval a document setting out its propoSedt Allocation Methodology

(1) by no later than 28 March 2008; or

(2) in the case of an entity that is nofTeansmission Network Service
Provideras at 28 September 2007, within 6 months of besggired
to do so by thé&ER

The Cost Allocation Methodologyroposed by arransmission Network
Service Providermust give effect to and be consistent with tBest
Allocation Guidelines

The AER may approve or refuse to approv€ast Allocation Methodology
submitted under paragraph (a).

The AER must notify the relevantransmission Network Service Provider
of its decision to approve or refuse to approve @mst Allocation
Methodologysubmitted to it under paragraph (a) within 6 menti its
submission, failing which thAERwill be taken to have approved it.

As part of giving any approval referred to arggraph (c), th&ER may,
after consulting with the relevaitransmission Network Service Provider
amend theCost Allocation Methodologgubmitted to it, in which case the
Cost Allocation Methodologgs so amended will be taken to be approved
by theAER

A Transmission Network Service Provideay amend it€Cost Allocation
Methodologyfrom time to time but the amendment only comes eftect:

(1) 6 months after the submission of the amendmtgether with
detailed reasons for the amendment, to AR (unless theAER
approves that amendment earlier, in which caseillt c@me into
effect when that earlier approval is given); and

(2) subject to such changes to @ast Allocation Methodologfincluding
the proposed amendment) as #hER notifies to theTransmission
Network Service Providewithin that period, being changes that the
AERreasonably considers are necessary or desiralaleessilt of that
amendment.

A Transmission Network Service Providaust amend it€ost Allocation
Methodologywhere the amendment is required by ieR to take into
account any change to ti@ost Allocation Guidelinesbut the amendment
only comes into effect:
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(1) on the date that thr®ER approves that amendment, or 3 months after
the submission of the amendment, whichever is dnieee; and
(2) subject to such changes to @ast Allocation Methodologfincluding
the proposed amendment) as thER notifies to theTransmission
Network Service Providewithin that period, being changes that the
AERreasonably considers are necessary or desiralaleessilt of that
amendment.
(h) A Transmission Network Service Providaust maintain a current copy of
its Cost Allocation Methodologgn its website.
Part H Transmission Consultation Procedures

6A.20

Transmission consultation procedures

(@)

(b)

(€)

This rule 6A.20 applies wherever tA&R or the AEMC is required to
comply with thetransmission consultation proceduré®r the avoidance of
doubt, theransmission consultation procedures

1)

(@)

are separate from, and do not apply to, theqe® for changing the
Rulesunder Part 7 of thRational Electricity Lawand

are separate from, and (where they are requirdzse complied with)
apply to the exclusion of, thRules consultation procedurasder
rule 8.9.

If the AER or the AEMC is required to comply with théransmission
consultation procedures making, developing or amending any guidelines,
models or schemes, or in reviewing any values ahaawlogies, it must
publish

(1)

(2)

3)

the proposed guideline, model, scheme, amendorerevised value
or methodology;

an explanatory statement that sets out theigiocovof theRulesunder
or for the purposes of which the guideline, modstheme or
amendment is proposed to be made or developedeovdlue or
methodology is required to be reviewed, and thesaes for the
proposed guideline, model, scheme, amendment dseckwalue or
methodology; and

an invitation for written submissions on theoposed guideline,
model, scheme, amendment or revised value or meligg

The invitation must allow no less than B@siness dayfor the making of

submissions, and th&ER or the AEMC is not required to consider any
submission made pursuant to that invitation aftes time period has
expired.
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Part |

6A.21

6A.21.1

(d) TheAERor theAEMC may publish such issues, consultation and disoassi
papers, and hold such conferences and informagesians, in relation to
the proposed guideline, model, scheme, amendmemevised value or
methodology as it considers appropriate.

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

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

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

(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 methodology iggbe
reviewed; and

(i) the reasons for the guideline, model, schearagndment value
or methodology; and

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

()  Subject to paragraph (c), tieER or the AEMC must, in making its final
decision referred to in paragraph (e)(1), consiaey submissions made
pursuant to the invitation for submissions refertedn paragraph (b)(3),
and the reasons referred to in paragraph (e)(1jfuist include:

(1) a summary of each issue raised in those sulmssshat theAER or
the AEMCreasonably considers to be material; and

(2) theAERs or theAEMC’sresponse to each such issue.

Ring-Fencing Arrangements for Transmission N etwork
Service Providers

Transmission Ring-Fencing Guidelines

Compliance with Transmission Ring-Fencing G uidelines

All Transmission Network Service Providensluding Market Network Service
Providers must comply with th@ransmission Ring-Fencing Guidelingsepared
in accordance with clause 6A.21.2 as from the tiina any jurisdictional
derogationfrom this rule 6A.21 ceases to apply in respecthefparticipating
jurisdiction in which theTransmission Network Service Providefdocated.
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6A.21.2 Development of Transmission Ring-Fencing Gu  idelines

(@)

(b)

()

(d)

Transmission ring-fencing guidelines must leweloped by theAER in
consultation with eaclparticipating jurisdiction for the accounting and
functional separation of the provisionmiescribed transmission servickg
Transmission Network Service Providehi®m the provision of other
services byTransmission Network Service Providefthe Transmission
Ring-Fencing Guidelings

TheTransmission Ring-Fencing Guidelinesy include, but are not limited
to:

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

(i) legal separation of the entity through whichTeansmission
Network Service Provideprovidesnetwork servicegrom any
other entity through which it conducts business;

(i) the establishment and maintenance of conswdtland separate
accounts foprescribed transmission servicared other services
provided by thélransmission Network Service Proviger

(i) allocation of costs betwegprescribed transmission servicasd
other services provided by thEransmission Network Service
Provider,

(iv) limitations on the flow of information betweehe Transmission
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 Transmission Network Service Providebssiness which
provide prescribed transmission serviceand parts of the
provider’s business which provide any other sesjiemd

(2) provisions allowing théAER to add to or to waive dransmission
Network Service Providergbligations under th&ransmission Ring-
Fencing Guidelines

In developing theTransmission Ring-Fencing Guidelinéise AER must
consider, without limitation, the following matters

(1) the need, so far as practicable, for consistevith Federal and State
regulation in each participating jurisdiction of ring-fencing
requirements of other utility businesses; and

(2) the need, so far as practicable, for consistebetween the
Transmission Ring-Fencing GuidelinasdDistribution Ring-Fencing
Guidelines

In developing or amending tAg@ansmission Ring-Fencing Guidelingke
AER must consult wittparticipating jurisdictions Registered Participants
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Part J

6A.22

6A.22.1

6A.22.2

6A.22.3

AEMO and otheinterested partiesand such consultation must be otherwise
in accordance with thigeansmission consultation procedures

(e) To avoid doubt, despite paragraphs (a), (B)afd (d) above and clause
6A.19.2(6), theTransmission Ring-Fencing Guidelinesist not include any
provisions which deal with or require the allocatmf costs as between:

(1) prescribed transmission serviceand negotiated transmission
servicesor

(2) categories of prescribed transmission servjices

in a manner which is inconsistent with tBest Allocation Principlesthe
Cost Allocation Guidelings the Pricing Principles for Prescribed
Transmission Services thepricing methodology guidelines

Prescribed Transmission Services - Regulatio  n of Pricing
Terms used in Part J

Aggregate annual revenue requirement (AARR)

For the purposes of this Part J, Hygregate annual revenue requireméhARR
for prescribed transmission servicpsovided by alransmission Network Service
Provider, is themaximum allowed revenueferred to in clause 6A.3.1 adjusted:

(1) in accordance with clause 6A.3.2, and

(2) by subtracting the operating and maintenanséscexpected to be incurred
in the provision oprescribed common transmission services

Annual service revenue requirement (ASRR)

For the purposes of this Part J, #reual service revenue requirem¢ASRR for

a Transmission Network Service Provides the portion of theAARR for
prescribed transmission servicggovided by aTransmission Network Service
Providerthat is allocated to eaaategory of prescribed transmission servitas
that provider and that is calculated by multiplyitngg AARRDby theattributable
cost sharefor that category of services in accordance with principles in
clause 6A.23.2.

Meaning of attributable cost share

(@) For aTransmission Network Service Provider acategory of prescribed
transmission serviceghe attributable cost shardor that provider for that
category of services must, subject to any adjustmequired under the
principles in clause 6A.23.2, substantially refléet ratio of:

(1) the costs of theransmission systemssets directly attributable to the
provision of thatategory of prescribed transmission servjdes
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6A.22.4

6A.23

6A.23.1

6A.23.2

(2) the total costs of all th&ransmission Network Service Provider's
transmission systermassets directly attributable to the provision of
prescribed transmission services

(b) The costs of théransmission systerassets referred to in paragraph (a)
refers to optimised replacement cost or to an dedegquivalent to
optimised replacement cost that is referable tauaslcontained in the
accounts of th@ransmission Network Service Provider

Meaning of attributable connection pointco st share

(@) For aTransmission Network Service Provider prescribed entry services
andprescribed exit servicegheattributable connection point cost shaar
that provider for each of those categories of ses/imust substantially
reflect the ratio of:

(1) the costs of theransmission systemssets directly attributable to the
provision of prescribed entry serviceer prescribed exit services
respectively, at #Zansmission network connection pgita

(2) the total costs of all th&ransmission Network Service Provider's
transmission systemassets directly attributable to the provision of
prescribed entry servicas prescribed exit servicesespectively.

(b) The costs of théransmission systerassets referred to in paragraph (a)
refers to optimised replacement cost or to an dedemquivalent to
optimised replacement cost that is referable tauaslcontained in the
accounts of th&ransmission Network Service Provider

Pricing Principles for Prescribed Transmissio n Services

Introduction

(@) This rule 6A.23 sets out the principles thatstitute thePricing Principles
for Prescribed Transmission Services

(b) The Pricing Principles for Prescribed Transmission Seeg are given
effect bypricing methodologies

Principles for the allocation of the AARRt o categories of prescribed
transmission services

The aggregate annual revenue requiremémnt prescribed transmission services
provided by aTransmission Network Service Providex to be allocated in
accordance with the following principles:

(@ TheAARRfor aTransmission Network Service Providaust be allocated
to eachcategory of prescribed transmission servigesccordance with the
attributable cost sharéor each such category of services.
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(b) This allocation results in trennual service revenue requireméASRRA for
that category of services.

(c) The allocation of theARRmust be such that:
(1) every portion of th&@ARRIs allocated; and
(2) the same portion of tleARRIs not allocated more than once.

(d) Where, as a result of the application of akteibutable cost sharea portion
of the AARRwould be attributable to more than one categorgrescribed
transmission serviceghat attributable cost shares to be adjusted and
applied such that any costs oftensmission systemasset that would
otherwise be attributed to the provision of moranthone category of
prescribed transmission serviges allocated as follows:

(1) to the provision oprescribed TUOS servicelsut only to the extent of
the stand-alone amourfor that category of prescribed transmission
services

(2) if any portion of the costs of @wansmission systemasset is not
allocated toprescribed TUOS servicesnder subparagraph (1), that
portion is to be allocated farescribed common transmission servjces
but only to the extent of thetand-alone amourfor thatcategory of
prescribed transmission serviges

(3) if any portion of the costs of wansmission systerasset is not
attributed toprescribed transmission serviceader subparagraphs (1)
and (2), that portion is to be attributedot@scribed entry serviceand
prescribed exit services

6A.23.3 Principles for the allocation of the ASRRt o transmission network
connection points

The annual service revenue requiremefior a Transmission Network Service
Provider for eachcategory of prescribed transmission service$o be allocated

to eachtransmission network connection pointaccordance with the following
principles:

(@ The whole of théASRRfor prescribed entry services to be allocated to
transmission network connection poifmsaccordance with thattributable
connection point cost shaffer prescribed entry servicabat are provided
by theTransmission Network Service Providgrthatconnection point

(b) The whole of theASRRfor prescribed exit services to be allocated to
transmission network connection poifmsaccordance with thattributable
connection point cost shafer prescribed exit servicebat are provided by
the Transmission Network Service Proviggrthatconnection point

(c) Subject to paragraph (e), tA&SRRfor prescribed TUOS serviceas to be
allocated to transmission network connection pointd Transmission
Customersn the following manner:
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(d)

(€)

(1) a share of thASRR(thelocational component) is to be adjusted by
subtracting the estimatexliction amountexpected to be distributed
to the Transmission Network Service Providender clause 3.18.4
from the connection points for each relevant directional
interconnectorand this adjusted share is to be allocated asedestw
suchconnection pointen the basis of the estimated proportionate use
of the relevantransmission systessets by each of those customers,
and the CRNP methodologyand modified CRNP methodology
represent two permitted means of estimating propuate use;

(2) the remainder of theASRR (the pre-adjusted non-locational
component) is to be adjusted:

() by subtracting the amount (if any) referredrtgparagraph (e);

(i) by subtracting or adding any remainiagttlements residu@ot
being settlements residueesferred to in sub paragraph (1) but
including the portion ofsettlements residualue to intra-
regional loss factors which is expected to be distributed or
recovered (as the case may be) to or from Trensmission
Network Service Providen accordance with clause 3.6.5(a);

(iif) for any over-recovery amourdr under-recovery amount

(iv) for any amount arising as a result of the aggtion of clause
6A.23.4(h) and (i); and

(v) for any amount arising as a result of the aggpion of prudent
discounts in clause 6A.26.1(d)-(g),

(the adjusted non-locational component) and this adjusted non-locational
component is to be recovered in accordance witlsel®A.23.4.

The shares of theSRRreferred to in paragraph (c) are to be either:

(1) a 50% share allocated to the locational compomeferred to in
subparagraph (c)(1) and a 50% share allocated eopth-adjusted
non-locational component referred to in subparag(aj(2); or

(2) an alternative allocation to each componengt tis based on a
reasonable estimate of futunetwork utilisation and the likely need
for future transmissioninvestment, and that has the objective of
providing more efficient locational signals tdarket Participants
Intending Participantand end-users.

If the result of the adjustment referred toperagraph (c)(1) would be a
negative locational component for tlwennection pointsof the relevant
directional interconnectothen the locational component will be deemed to
be zero and the absolute value of that negativeuatnis to be subtracted
from the pre-adjusted non-locational component updeagraph (c)(2)(i).
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(f)

The ASRRfor prescribed common transmission servieesl the operating
and maintenance costs incurred in the provisiotha$e services, are to be
recovered through prices chargedTi@nsmission Customeand Network
Service Providetransmission network connection poisest in accordance
with clause 6A.23.4.

6A.23.4 Price structure principles

(@)

(b)

(€)

(d)

(e)

(f)

(9)

A Transmission Network Service Providsrto develop separate prices for
the recovery of theASRRIn accordance with the principles set out in
paragraphs (b)-(i).

Separate prices are to be developed for emtkgory of prescribed
transmission servicebeing:

(1) prescribed entry services

(2) prescribed exit services

(3) prescribed common transmission servjces

(4) prescribed TUOS serviceslocational component; and

(5) prescribed TUOS servicesthe adjusted non-locational component.

Prices fomprescribed entry servicesnd prescribed exit servicesust be a
fixed annual amount.

Prices fomprescribed common transmission servioasst be on @ostage-
stamp basis

Prices for recovering the locational componehtproviding prescribed
TUOS servicesnust be based on demand at times of greatestatiin of
thetransmission networ&nd for whichnetworkinvestment is most likely to
be contemplated.

Subject to paragraphs (g), (h), and (i), pribesrecovering the locational
component of thSRRfor the provision oprescribed TUOS servicesust

not change by more than 2 per cent per annum cadpaith the load
weighted average price for this component for #ievantregion

The change in price referred to in paragraphm@dy exceed 2 per cent per
annum if, since the last time prices were set:

(1) theload at theconnection poinhas materially changed;

(2) in connection with that change, theansmission Customeequested
a renegotiation of itxonnection agreementith the Transmission
Network Service Provideand

(3) theAERhas approved the change of more than 2 per ceminpeim.
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6A.24

6A.24.1

(h)

(i)

()

If, in the case of an increase in price, thgliaption of paragraph (f) would
result in the under-recovery of part of the locaéilocomponent of thASRR
in charges foprescribed TUOS serviceany shortfall may be recovered by
adjusting upward the charges that would otherwgayain respect of the
adjusted non-locational componentpoéscribed TUOS services

If, in the case of a decrease in price, theliagpon of paragraph (f) would
result in over-recovery of the locational componehthe ASRRthrough
charges foprescribed TUOS serviceany over-recovery must be offset by
adjusting downward the charges that would otheragg@y in respect of the
adjusted non-locational componentpoéscribed TUOS services

Prices for recovering the adjusted non-locaiocomponent oprescribed
TUOS servicemust be on postage-stampasis.

Pricing methodology

Pricing methodologies generally

(@)

(b)

(€)

(d)

In making a@ransmission determinatiomnder Part E of this Chapter 6A, the
AERmust include a decision to approve a propgsézing methodologys
part of thatransmission determinatigin accordance with that Part.

A pricing methodologys a methodology, formula, process or approact tha
when applied by aransmission Network Service Provider

(1) allocates theaggregate annual revenue requiremdat prescribed
transmission servicgsrovided by that provider to:

() the categories of prescribed transmission servides that
provider; and

(i)  transmission network connection pointsf Transmission
Network Usersand

(2) determines the structure of the prices thatransmission Network
Service Providemay charge for each of tlvategories of prescribed
transmission service®r that provider.

The pricing methodologyproposed by arransmission Network Service
Provider and approved by th&ER in accordance with Part E of this
Chapter 6A must:

(1) give effect to and be consistent with tReicing Principles for
Prescribed Transmission Servicesd

(2) comply with the requirements of, and containberaccompanied by
such information as is required by, fhrecing methodology guidelines
made for that purpose under rule 6A.25.

A Transmission Network Service Providewust comply with thepricing
methodologyapproved by thER as part of daransmission determination
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that applies to that provider, and any other applie requirements in the
Rules when the provider is setting the prices that rbaycharged for the
provision ofprescribed transmission services

(e) Subject to clause 6A.24.3pecing methodologypplies for the duration of
the relevantegulatory control period

()  Subject to rule 6A.15, aricing methodologymay not be amended during
theregulatory control period

6A.24.2 Publication of pricing methodology and tran smission network prices

A Transmission Network Service Provideustpublish
(@) a current copy of itgricing methodologyn its website; and

(b) the prices for each of theategories of prescribed transmission servites
apply for the followingfinancial year by 15 May each year for the purposes
of determiningdistribution serviceprices.

6A.24.3 Basis for setting prices pending approval o f pricing methodology
(@) This clause 6A.24.3 applies where:

(1) a Transmission Network Service Providdras submitted or
resubmitted a proposemticing methodologyo theAER under clause
6A.10.1, 6A.11.2 or 6A.12.3;

(2) the AER has not made a final decision approving or amendiat
methodology under rule 6A.13 by a date that is 3itm® prior to the
commencement of the firihancial yearthat a methodology referred
to in subparagraph (1) would, if approved, apphe(trst pricing
year); and

(3) the provider is reasonably required to commehegorocess of setting
prices for the first pricing year.

(b) Despite clause 6A.24.1(d), Taansmission Network Service Providaust
set prices for the first pricing year in accordandi:

(1) in the case where th&ER has made a draft decision in which it
proposes to approve a propog®tting methodology that proposed
pricing methodology

(2) if subparagraph (1) does not apply, thrécing methodologymost
recently approved for thafransmission Network Service Provider
prior to the proposedricing methodologyeferred to in subparagraph

@)(2);

(3) if there is no previously approvepricing methodologyfor that
Transmission Network Service Provid#dre previous method used by
the Transmission Network Service Providéo establish prices,
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however determined, must be used in place of amoapg pricing
methodology

(c) Despite theAER subsequently approving pricing methodologyfor a
Transmission Network Service Provider

(1) the approvegbricing methodologyapplies to the setting of prices for
the year after the first pricing year and for thlemainder of the
relevantregulatory control periogand

(2) the provider is not required to adjust, revemserecompense any
amounts to Transmission Network Usersr their customers in
connection with charges for services establishetsyaunt to this
clause 6A.24.3.

6A.24.4 Basis for setting prices pending approval o f maximum allowed
revenue

(@) This clause 6A.24.4 applies where:

(1) a Transmission Network Service Providdras submitted or
resubmitted aRevenue Proposalnder clause 6A.10.1, 6A.11.2 or
6A.12.3;

(2) theAERhas not made a final decision on tRatvenue Proposainder
rule 6A.13 by a date that is three months priothto commencement
of the first financial yearthat a Revenue Proposaleferred to in
subparagraph (1) would, if approved, apply (thet pricing year);
and

(3) theTransmission Network Service Providsrreasonably required to
commence the process of setting prices for the firgcing year
referred to in subparagraph (2)

(b) Despite any other applicable requirements i@ Rules a Transmission
Network Service Providenay set prices for the first pricing year referted
in clause 6A.24.4(a)(2) in accordance with:

(1) in the case where th&ER has made a draft decision in which it
proposes to approve the proposedximum allowed revender the
first pricing year referred to in clause 6A.24.423) that proposed
maximum allowed revenwamount; or

(2) in the case where tiER has made a draft decision in which it has
refused to approve the proposedximum allowed revenuer the
first pricing year referred to in clause 6A.24.423) the maximum
allowed revenudor the first pricing year that th&ER has proposed
for that amount in the draft decision made undeusé 6A.12.1.

(c) For the avoidance of doubt, anyer-recovery amounbr under-recovery
amountarising from the application of this clause 6A2#& to be treated in
accordance with clause 6A.23.3(c)(2)(iii).
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6A.25  Pricing methodology guidelines for prescribed transmission
services
6A.25.1 Making and amending of pricing methodology guidelines
(@ The AER must, in accordance with théransmission consultation
procedures make guidelines (thpricing methodology guidelingselating
to the preparation by dransmission Network Service Providef a
proposeddricing methodology
(b) Thepricing methodology guidelines
(1) must give effect to, and be consistent witle, Rhicing Principles for
Prescribed Transmission Services

(2) may be amended or replaced by thER from time to time in
accordance with theansmission consultation proceduresd

(3) must bepublishedby theAER

(c) TheAERmust develop and publish the fimicing methodology guidelines
by 31 October 2007 and there mustdreing methodology guidelings
force at all times after that date.

(d) In the event of an inconsistency between Buges and the pricing
methodology guidelingsthe Rules prevail to the extent of that
inconsistency.

6A.25.2 Contents of pricing methodology guidelines

Thepricing methodology guidelineaust specify or clarify:

(&) the information that is to accompany a propgesring methodologyeing
information that is necessary to allow thERto form a view as to whether
the proposed methodology is consistent with andgaffect to, th&ricing
Principles for Prescribed Transmission Serviasl the requirements of
this Part J;

(b) permitted pricing structures for recovery ot ttocational component of
providingprescribed TUOS servicesmder clause 6A.23.4(e), having regard
to:

(1) the desirability of consistent pricing stru@siacross thEM; and

(2) the role of pricing structures in signaling i@#nt investment
decisions andetworkutilisation decisions;

(c) in relation to prices set on postage-stamp basigpermissible postage
stamping structures for the prices fprescribed common transmission
servicesand the recovery of the adjusted non-locationahmunent of
providingprescribed TUOS servicésmving regard to:
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6A.26

6A.26.1

(d)

(e)

(1) the desirability of a consistent approach axtbhe NEM, particularly
for Transmission Customerghat have operations in multiple
participating jurisdictions and

(2) the desirability of signaling to actual and gugtal Transmission
Network Usersefficient investment decisions amétwork utilisation
decisions;

the types ofransmission systemssetghat are directly attributable to each
category of prescribed transmission servjcdsaving regard to the
desirability of consistency of cost allocation aasoheNEM; and

those parts (if any) of a proposgdcing methodologyor the information
accompanying it, that will not be publicly discloseithout the consent of
the Transmission Network Service Provider

Prudent discounts

Agreements for prudent discounts for prescr ibed transmission
services

(@)

(b)

()

(d)

Subject to this clause 6A.26.1, the prices poescribed transmission
servicesthat are determined in accordance with ghieing methodologyf

a Transmission Network Service Providare the maximum prices that a
provider is entitled to charge for the provisiontbé relevanirescribed
transmission services

A Transmission Network Service Provideay, but is not required to, agree
with a Transmission Custométhe beneficiary) to charge lower prices for
prescribed TUOS servicesnd prescribed common transmission services
provided to that beneficiary, than the prices deieed in accordance with
the provider'spricing methodology

Where alransmission Customeequests d&ransmission Network Service
Provider to charge that user reduced chargegfescribed TUOS services
or prescribed common transmission servicggduced charges), the
Transmission Network Service Provideust negotiate in good faith.

Subject to this clause 6A.26.1,Taansmission Network Service Provider
that agrees to charge a beneficiary reduced chamgey recover the
difference between the revenue that would be reedvby the application
of the maximum prices referred to in paragrapha(a the reduced charges
(thediscount amount) from either or both charges:

(1) to other Transmission Customerfor the adjusted non-locational
component oprescribed TUOS serviceand

(2) forprescribed common transmission servjces

in accordance with the providepsicing methodology
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6A.26.2

(e)

(f)

(9)

A Transmission Network Service Providary recover up to 70 per cent of
a discount amount through the charges referrea ®ubparagraphs (d)(1)
and (2).

A Transmission Network Service Provideray recover greater than 70
percent of the discount amount if:

(1) the discount amount is no larger than that s&sey to prevent the
charges referred to in subparagraphs (d)(1) anda{@ring the
beneficiary’s behaviour to the point of adopting thmost attractive
alternative in place of the course of action thedbieiary would have
adopted if no such charges were levied; and

(2) the giving of the discount would not place otleistomers of the
Transmission Network Service Providera worse position than if the
discount was not offered.

Where for any reason tA@ansmission Network Service Providiwes not
recover the proportion of a discount amount thatglovider is entitled to
recover from otherTransmission Customersnder this clause in the
financial year in which the reduced charges apply, theansmission
Network Service Providemay recover the difference through the charges
for the adjusted non-locational componentpoéscribed TUOS servicde
apply in a subsequeriinancial year in accordance with the provider’s
pricing methodology

Application to AER for approval of proposed prudent discount
amounts

(@)

(b)

(€)

(d)

(e)

This clause applies whereTaansmission Network Service Provideas
agreed or proposes to agree, to reduced chargascordance with clause
6A.26.1 and seeks to recover greater than 70 petr @ethe discount
amount through the charges referred to in claus2@®A(d) to its other
Transmission Custome(theproposed recovery amount).

A Transmission Network Service Providaray apply to theAER for
approval to recover the proposed recovery amount.

A Transmission Network Service Providereking approval must submit to
the AER a written application in accordance with any ral@requirements
of theinformation guidelinesn force under clause 6A.17.2.

If the AER determines that the requirements of clause 6A(B64dre
satisfied, theAER may approve the recovery of the proposed recovery
amount, taking into account the matters referred fwaragraph (i).

If the AER determines that the requirements of clause 6A(B6ate not
satisfied, theAER may refuse the recovery of the proposed recovery
amount, and must set out its reasons.
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(f)

(9)

If the AER does not make a decision referred to in paragfdplor (e)
within 60 business dayBom the date it receives tAgansmission Network
Service Provider'sapplication and accompanying evidence under papdgr
(c), then, on the expiry of that period, thERis taken to have approved the
recovery of the proposed recovery amount.

A Transmission Network Service Providaust provide thé&ERwith such
information as theAERrequires for the purpose of making a determination
under paragraphs (d) or (e) within the time spedifby theAERIn a notice
provided to the provider by thEERfor that purpose.

Consultation

(h)

Before making a determination under paragrapho¢ (e), theAER may
consult with the relevanfransmission Network Service Providand such
other persons as theER considers appropriate, on any matters arising out
of an application to recover a proposed recoveryuwrm as theAER
considers appropriate.

Relevant factors

(i)

()

(k)

In making a determination under paragraph (d)e), theAER must take
into account:

(1) the matters and proposals set out in the agipic referred to in
paragraph (c);

(2) the requirements of clause 6A.26.1(f); and
(3) any other factors th®ERconsiders relevant.

If the AER approves or is taken to approve recovery of thepgsed

recovery amount under paragraph (d) or (f), thareyal is valid so long as
the agreement between theansmission Network Service Providard the

Transmission Custome&emains in effect and its terms are not renegadiat
except where thélransmission Network Service Provideas provided

information in its application that was materidi#yse or misleading.

Where aTransmission Network Service Providegrees to charge reduced
charges in accordance with clause 6A.26.1, angpooaal is granted under
this clause 6A.26.2, thRER must review the discount amount in the course
of making a subsequertdvenue determinatiofor that provider, and if the
recovery of any part of the discount amount doescomply with clause
6A.26.1(f), theAER may adjust (with interest) thtetal revenue capf the
Transmission Network Service Provider the followingregulatory control
period in respect of the total amount that has been dardmeg the
Transmission Network Service Provideand does not satisfy the
requirements under theules

Page 731



NATIONAL ELECTRICITY RULES CHAPTER 6A
VERSION 45 ECONOMIC REGULATION OF TRANSMISSION SERVICES

6A.27  Billing Process

This rule describes the manner in whittansmission Network Useege billed
for prescribed transmission servicesmd how payments for those services are
made.

6A.27.1 Billing for prescribed transmission service S

(@) For eachconnection pointon its transmission networksa Transmission
Network Service Providemust calculate th&ransmission serviceharges
payable by Transmission Network Usersn accordance with the
transmission servicprices published under clause 6A.24.2.

(b) A Transmission Network Service Providaust issue a bill tdransmission
Network Userdor prescribed transmission services

(c) Where the billing for a particuléinancial yearis based on quantities which
are undefined until after the commencement offih@ncial year charges
must be estimated from the previous year’s billiggantities with a
reconciliation to be made when the actual billinguatities are known and,
where the previous year’s billing quantities areailable or no longer
suitable, nominated quantities may be used as adpeteveen the parties.

(d) Where charges are to be determinedpi@scribed transmission services
from metering datathese charges must be based on kW or kWh obtained
from themetering datananaged byAEMO.

6A.27.2 Minimum information to be provided in netwo rk service bills

(@) The following is the minimum information thaust be provided with a bill
for a connection poinissued by & ransmission Network Service Provider
directly to aTransmission Network User

(1) theconnection poinidentifier;
(2) the dates on which thlling period starts and ends;

(3) the identifier of the publisheiansmission servicerice from which
theconnection pointharges are calculated; and

(4) measured quantities, billed quantities, agrqadntities, prices and
amounts charged for each component of the tatabmission service
account.

(b) In addition to the minimum information requirents set out in paragraph
(@), a bill for aconnection pointssued by a@ransmission Network Service
Provider directly to aTransmission Customenust separately identify, for
the total amount levied in relation poescribed TUOS servicas thebilling
periodfor thatconnection poineach of the following components:

(1) charges for the locational and the adjustedlooational component
of prescribed TUOS services
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6A.27.3

6A.27.4

6A.27.5

6A.28

(2) charges foprescribed common transmission services

(c) Inaddition to the minimum information requirents in paragraph (a), a bill
for a connection poinissued by & ransmission Network Service Provider
directly to aDistribution Network Service Providenust separately identify
the component oflesignated pricing proposal servige$ any, to which
each amount charged in the bill relates.

Obligation to pay charges for prescribed tr  ansmission services

A Transmission Network Usemust pay charges fgorescribed transmission
services properly charged to it and billed in accordancehwihe pricing
methodologyof the relevanfTransmission Network Service Providey the date
specified in the bill.

Payments between Transmission Network Servi  ce Providers

(@) EachTransmission Network Service Providerust pay to each other
relevant Transmission Network Service Providdre revenue which is
estimated to be collected during the following ybwgrthe first provider as
charges forprescribed transmission servicégr the use oftransmission
system®wned by those othdransmission Network Service Providers

(b) Payments to be made betweBransmission Network Service Providers
within a region under paragraph (a) must be determined by Gloe
ordinating Network Service Providéor thatregion

(c) Financial transfers payable under this claus®®.4 must be paid in equal
monthly instalments.

Calculation of financial transfers between Transmission Network
Service Providers

(@) If the prescribedtransmission use of systemavenue allocation and price
and charge calculation under tpbecing methodologyof a Transmission
Network Service Provideresult in the allocation of some of a provider’s
revenue to aransmission Customen relation to aconnection poinwith
anotherNetwork Service Providahen financial transfers betwesletwork
Service Providersmust be made in accordance with paragraph (b).

(b) Financial transfers referred to in paragraphnfast be determined by the
Co-ordinating Network Service Provides a fixed annual amount for the
nextfinancial year Thesurvey periodor this allocation is the most recent
full financial yearfor which operating data is available.

Prudential Requirements

This rule sets out the arrangements by whichnsmission Network Service
Providers may minimise financial risks associated with irwesnt in
transmission networkssets.
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6A.28.1

6A.28.2

6A.28.3

6A.29

6A.29.1

Prudential Requirements for prescribed tran  smission services

A Transmission Network Service Provideay require aransmission Network
User to establish prudential requirements for eithetboth connection services
andtransmissioruse of system serviceBhese prudential requirements may take
the form of, but need not be limited to, capitahtibutions, pre-payments or
financial guarantees.

Capital contribution or prepayment forasp  ecific asset

Where the TransmissionNetwork Service Providers required to construct
specific assets to providmnnection servicer transmissioruse of system service
to a Transmission Network Usethe provider may require that user to make a
capital contribution or prepayment for all or paftthe cost of the new assets
installed and any contribution made must be taketo iaccount in the
determination ofransmission servicprices applicable to that user.

Treatment of past capital contributions

(@) The treatment of capital contributions fepnnection serviceand/or
transmissionuse of system servigeade prior to 13 December 1998, by
Transmission Network Usersust be in accordance with any contractual
arrangements with the relevamtansmission Network Service Providers
applicable at that time.

(b) Where contractual arrangements referred t@ragraph (a) are not in place,
the treatment of past capital contributions tmmnection serviceand/or
transmissioruse of system servigeust be negotiated by tAgansmission
Network Service Provideand theTransmission Network Useand, if a
dispute arises and cannot be resolved, the mattist be referred to the
AER

Multiple Transmission Network Service Provide  rs

Multiple Transmission Network Service Provi  ders within a region

(a) If prescribed transmission servicesthin aregion are provided by more
than oneTransmissiorNetwork Service Providethe providers within that
region (the appointing providers) must appoint a&o-ordinating Network
Service Providewho is responsible for the allocation of all releVAARR
within thatregion in accordance with this Part J.

(b) EachTransmission Network Service Providaust determine thAARRfor
its own transmission systerassets which are used to provigescribed
transmission servicesithin eachregion

(c) To make the allocation referred to in paragrdph the Co-ordinating
Network Service Providemust use the totahARR of all Transmission
Network Service Providergroviding prescribed transmission services
within the relevantegion
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6A.29.2

6A.29.3

Part K

6A.30

(d) TheCo-ordinating Network Service Provides responsible for making the
allocation referred to in paragraph (a), in accooda with its pricing
methodologyin relation toTransmission Network Userahd Transmission
Network Service Providerstansmission network connection poitdsated
within theregion and an appointing provider is not required to addrthe
matters specified in rule 6A.24.1(b)(1) when pregarits pricing
methodology

(e) Each Transmission Network Service Providevithin a region must
promptly provide information reasonably requestgdtiire Co-ordinating
Network Service Providdor thatregion to enable the proper performance
of the co-ordination function.

(H The Co-ordinating Network Service Providemust provide sufficient
information to an appointing provider to enablet hvvider:

(1) to understand the basis for the allocationrreteto in paragraphs (a)
and (d); and

(2) to prepare itpricing methodologynd replicate the pricing allocation.

Single Transmission Network Service Provide  r within a region

If prescribed transmission servicegthin a region are provided by only one
Transmission Network Service Provid#rat provider is responsible for allocation
of the AARRwithin thatregion and must liaise with th&ransmission Network
Service Providesimilarly responsible in any otherterconnectedegions

Allocation over several regions

(@ Transmission Network Service Providerssponsible for the allocation of
the AARRwithin aregion may agree with one or more other such providers
for interconnectedregions to undertake the allocations #fARR as one
allocation over all of thoseegions

(b) To make an allocation over severagions the sum of theAARR of all
Transmission Network Service Provid@mviding prescribed transmission
serviceswithin thoseregionsmust be used.

Commercial arbitration for disputes about te rms and
conditions of access for prescribed and negotiated
transmission services

Commercial arbitration for prescribed and neg  otiated
transmission services

This Part K applies to any dispute which may ah&tween alransmission
Network Service Providgia provider) and aService Applicantanapplicant) as
to terms and conditions of acceas referred to in clause 6A.1.2, for the provision
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6A.30.1

6A.30.2

of prescribed transmission servicesr for the provision of negotiated
transmission servicg@transmission services access dispute

Notification of transmission services dispu te

(@)

(b)

()

(d)

A provider or an applicant may notify tA&Rin writing that atransmission
services access disput®ists.

On receiving a notification under paragraph (@@ AERmust give notice in
writing of the dispute to the other party to thepiite.

A provider or an applicant who has given notgk a dispute under
paragraph (a) may withdraw notification of the ditgp at any time by
written notice to théAERand the other party to the dispute.

If the notification of a dispute is withdrawmader paragraph (c), it is taken
for the purposes of this clause 6A.30.1 to neveelmeen given.

Appointment of commercial arbitrator

(@)

(b)

(€)

(d)

(€)

On receiving a notification under clause 6A134), theAER must request
the provider and the applicant, by a time specibgdhe AER to nominate
to the AERtwo persons each for appointment asdabmmercial arbitrator
to determine thdransmission services access dispufee provider and
applicant may make the nominations.

As soon as practicable after the expiry of tinge specified by théAER
under paragraph (a), tAdERmust appoint:

(1) one of the persons (if any) nominated to AR by the provider or
the applicant under paragraph (a); or

(2) if neither the provider or the applicant nom@any such person
within the time specified by thRER under paragraph (a) or all of the
persons so nominated do not qualify for appointmuertter paragraph
(d) or are not eligible for appointment under paaph (e), a person
determined by thAER

as thecommercial arbitratorto determine the dispute, and must refer the
dispute to thatommercial arbitrator

A decision of théAERas to the appointment of teiemmercial arbitratons
final and binding on the provider and the applicant

The AER may only appoint a person as tb@mmercial arbitratorif that
person is experienced or trained in dispute reswldechniques.

A person is not eligible for appointment as ¢benmercial arbitratornf that

person has any interest that may conflict withwhich may be seen to
conflict with, the impartial resolution of the dige. Where the person who
is appointed as theommercial arbitratorbecomes aware of such conflict
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(f)

after that person commences the hearing of theuttisphe person must
advise the parties to that effect.

Where:

(1) the provider or the applicant believes thatkeson appointed as the
commercial arbitratorhas an interest which may conflict with the
impartial resolution of the dispute; or

(2) the person appointed as tlsemmercial arbitrator discloses the
existence of such an interest,

the person must not continue to hear and deterthmeispute, except with
the written consent of the provider and the applica

6A.30.3 Procedures of commercial arbitrator

6A.30.4

(@)

(b)

The commercial arbitratormay give to the parties such directions as it
considers necessary:

(1) for the proper conduct of the proceedings,udtig in relation to the
provision of documents and information to the otparty and the
making of oral and written submissions;

(2) relating to the use and disclosure of inforoatobtained from the
other party to the dispute (including a directionkeep information
confidential); and

(3) in relation to the participation (if any) ofgal representatives of the
parties in the proceedings.

The commercial arbitratormust observe the rules of procedural fairness,
but is not bound by the rules of evidence and nmgrin itself in any
manner it thinks fit.

Powers of commercial arbitrator in determin ing transmission
services access disputes

(@)

In determining dransmission services access disputerelation to the
terms and conditions of accefes the provision oprescribed transmission
serviceshecommercial arbitratormust apply:

(1) in relation to price, thepricing methodologyof the relevant
Transmission Network Service Providepproved by thé&ER under
Part E and Part J of this Chapter 6A of fhdes

(2) in relation to other terms and conditions, Gbhep 4, 5 and this
Chapter 6A of th&kules and

(3) in relation to alterms and conditions of acce@acluding price) the
decision ofAEMO or the AER where those decisions relate to those
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terms and conditions and are made under Chaptets ahd this
Chapter 6A of th&kules
(b) In determining aransmission services access dispirterelation to the
terms and conditions of acced®r the provision of anegotiated
transmission servictkhecommercial arbitratormust apply:

(1) in relation to price (includingccess chargédor the provision of that
service by the provider, tHeegotiated Transmission Service Criteria
that are applicable to that dispute, in accordanite the relevant
transmission determination

(2) in relation to other terms and conditions, Negotiated Transmission
Service Criteriathat are applicable to that dispute, and Chaptets
and this Chapter 6A of tieules and

(3) in relation to alterms and conditions of acce@acluding price) the
decision ofAEMO or the AER where those decisions relate to those
terms and conditions and are made under Chaptets ahd this
Chapter 6A of th&kules

and must have regard:

(4) to the relevanhegotiating frameworlprepared by th&ransmission
Network Service Provideunder clause 6A.9.5 and approved by the
AER

(c) In determining aransmission services access dispirterelation to the
terms and conditions of accef&s the provision ohegotiated transmission
servicesacommercial arbitratomay:

(1) bhave regard to other matters which themmercial arbitrator
considers relevant.

(2) hear evidence or receive submissions fRBEMO and Transmission
Network Users notified and consulted under th&ransmission
Network Service Providerisegotiating framework

(d) In determining aransmission services access dispirterelation to the

terms and conditions of accefes the provision oprescribed transmission
servicesacommercial arbitratomay:

(1) bhave regard to other matters which themmercial arbitrator
considers relevant.

(2) hear evidence or receive submissions fAEEMOin relation topower
system securitynatters and fronTransmission Network Usemsho
may be adversely affected.
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6A.30.5 Determination of transmission services acce  ss disputes

(@)

(b)

(€)

(d)

(€)

Subject to paragraph (c), tlkemmercial arbitratormust determine the
dispute as quickly as possible, and in any casauist do so within 30
business dayafter the dispute is referred to th@mmercial arbitrator

The determination of theommercial arbitrator

(1) may direct the provision gbrescribed transmissions servicasd
negotiated transmission serviciesaccordance with Chapters 4, 5 and
this Chapter 6A of thRules

(2) may specify, for aegotiated transmission servjca price or charge
in such a way that it is or is to be adjusted diwee.

Note:

An adjustment as referred to in subparagraph (3), rivet example, be appropriate where
the cost of providing th@egotiated transmission servite a Service Applicanthanges
because the assets used to provide that servicibsequently used to provide a service to
another person and the payment for the service Hay bther person enables the
Transmission Network Service Providir recoup some of those costs from that other
person.

Thecommercial arbitratormay extend the period referred to in paragraph
(a) if the provider and the applicant so agree iting.

The commercial arbitratormay at any time terminate the proceedings
without making a decision if it considers that:

(1) the dispute is misconceived or lacking in sabsg;

(2) the notification of the dispute to tA&Runder clause 6A.30.1(a) was
vexatious; or

(3) the party who notified the dispute to thER under clause 6A.30.1(a)
has not negotiated in good faith or has notifiege tHispute
prematurely or unreasonably.

Thecommercial arbitratormust terminate the proceedings without making
a decision if at any time, whether on applicationtbe provider or the
applicant or otherwise, the arbitrator determinkat tthe transmission
serviceis capable of being provided on a genuinely coitipetbasis by a
person other than thEransmission Network Service Providar an entity
which is associated with the provider.

6A.30.6 Costs of dispute

(@)

The fees and costs of themmercial arbitratormust be borne equally by
the provider and the applicant unless:

(1) paragraph (b) applies; or

(2) otherwise agreed between the provider andppécant.
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6A.30.7

6A.30.8

(b)

(€)

The costs of determining the dispute (includihg legal costs of either of
the parties) may be allocated by t@mmercial arbitratorfor payment as
between the parties as part of any determination.

In deciding to allocate costs against one ef plarties to the dispute, the
commercial arbitratormay have regard to any relevant matters including
(but not limited to) whether the conduct of thatrtpaunreasonably
prolonged or escalated the dispute or otherwiseeased the costs of
resolving the dispute.

Enforcement of agreement or determination a  nd requirement for
reasons

(@)

(b)

(©)

Where the provider and the applicant reachemgeat (whether or not the
matter is before aommercial arbitrato), the parties may execute a written
agreement recording their resolution of that digput

The commercial arbitratormust give its decision determining the dispute,
together with its reasons for that decision, intvwg and must provide a
copy of its determination:

(1) to the provider and to the applicant; and

(2) (except to the extent that it contains conftd@rinformation) to the
AERfor publication.

An agreement that is executed under paragraplnd a determination of
the commercial arbitratorunder paragraph (b) are binding on the provider
and the applicant, and any failure to comply witltls an agreement or
determination is a breach of tReillesin respect of which thAERmay take
action in accordance with tidational Electricity Law

Miscellaneous

(@)

(b)

To the extent permitted by law, a person whapgointed as aommercial

arbitrator is not liable for any loss, damage or liabilityffeved or incurred

by any person as a consequence of any act or @amiséithat person which
was done in good faith in connection with the dispu

A person who is appointed as@nmercial arbitratormay, before acting in
relation to the dispute, require the parties todispute (or any one of them)
to execute a release and indemnity in relatiomiolass, damage or liability
that that person would, but for the release ornmuigy, suffer or incur as a
consequence of any act or omission done in godld #iaiconnection with

the dispute.
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Schedule 6A.1 Contents of Revenue Proposals

S6A.1.1 Information and matters relating to capital expenditure

A Revenue Proposahust contain at least the following informatiordamatters
relating to capital expenditure:

(1) a forecast of the required capital expendittiiat complies with the
requirements of clause 6A.6.7 of tRelesand identifies the forecast capital
expenditure by reference to well accepted categatieh as:

(i) asset class (e¢ransmission linessubstationstc); or

(i) category driver (eg.regulatory obligations or requirements
replacementieliability, net market benefit, business support etc),

and identifies, in respect of proposed materiad®ss
(i) the location of the proposed asset;
(iv) the anticipated or known cost of the propoasset; and

(v) the categories dfransmission servicewhich are to be provided by
the proposed asset;

(2) the methodology used for developing the cagixalenditure forecast;

(3) the forecasts of load growth relied upon toiv@ethe capital expenditure
forecasts and the methodology used for develoginge forecasts of load
growth;

(4) the key assumptions that underlie the capipénditure forecast;

(5) a certification of the reasonableness of thedssumptions by the directors
of theTransmission Network Service Proviger

(6) capital expenditure for each of the first thregulatory yearsof the current
regulatory control periodand the expected capital expenditure for each of
the last tworegulatory yearsof thatregulatory control periodcategorised
in the same way as for the capital expenditurectse

(7) an explanation of any significant variations the forecast capital
expenditure from historical capital expenditureg an

(8) any non-network alternatives considered by Twransmission Network
Service Provider
S6A.1.2 Information and matters relating to operati  ng expenditure

A Revenue Proposahust contain at least the following informatiordamatters
relating to operating expenditure:
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S6A.1.3

(1)

(2)
3)

(4)

(5)
(6)

(7)

(8)

9)

a forecast of the required operating expenditiimat complies with the
requirements of clause 6A.6.6 of thules 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 oftransmission serviceso which that forecast
expenditure relates;

the methodology used for developing the opegatixpenditure forecast;

the forecasts of key variables relied upondowe the operating expenditure
forecast and the methodology used for developingehforecasts of key
variables;

the methodology used for determining the casoaiated with planned
maintenance programs designed to improve the pesioce of the relevant
transmission systerfor the purposes of angervice target performance
incentive schemehat is to apply to thdransmission 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 theTransmission Network Service Proviger

operating expenditure for each of the firstethregulatory yearsof the
currentregulatory control periodand the expected operating expenditure
for each of the last tweegulatory yearsof thatregulatory control period
categorised in the same way as for the operatipgredture forecast;

an explanation of any significant variations tine forecast operating
expenditure from historical operating expenditane

any non-network alternatives considered by Thansmission Network
Service Provider

Additional information and matters

A Revenue Proposahust contain at least the following additionaloimhation
and matters:

(1)

an identification and explanation of any sigriaht interactions between the
forecast capital expenditure and forecast operaipgnditure programs;
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(2)

)

(3A)

the values that th€ransmission Network Service Providaoposes are to

be attributed to thegyerformance incentive scheme parametéos the

purposes of the application to the provider of gipglicableservice target

performance incentive schentbat applies in respect of the relevant

regulatory control periodand an explanation of how the values proposed to

be attributed to those parameters comply with @guirements relating to

them set out in that scheme,; [6A.34]

the values that the provider proposes are tattréouted to theefficiency

benefit sharing scheme parametérsthe purposes of the application to the

provider of theapplicableefficiency benefit sharing schertieat applies in

respect of the relevanégulatory control periodand an explanation of how

the values proposed to be attributed to those peteasrcomply with any

relevant requirements set out in that scheme; [6A.34]

the values that the provider proposes areetattributed to the parameters

(4)

(5)

for the purposes of the application to the provideany applicable other

incentive scheme or schemes developedputdishedunder clause 6A.7.5

that applies in respect of the relevaegulatory control period and an

explanation of how the values proposed to be atiibto those parameters

comply with any relevant requirements set out iattlbther incentive

scheme or schemes; [6A.29.6]

the provider's calculation of:

() the estimatedotal revenue capor it for the relevantregulatory
control period and

(i) the maximum allowed revenuer it for eachregulatory yearof the
relevantregulatory control periogd

using thepost-tax revenue modeéferred to in rule 6A.5 of th&ules
together with:

(i) details of all amounts, values and other itgpused by the provider for
that purpose;

(iv) a demonstration that any such amounts, valaed other inputs
comply with the relevant requirements of Part CCbhpter 6A of the
Rules and

(v) an explanation of the calculation of the amsumeferred to in
subparagraphs (i) and (i) and of the amounts, esaland inputs
referred to in subparagraph (iii);

the provider's calculation of the regulatoryseisbase for the relevant
transmission systerfor eachregulatory yearof the relevantregulatory
control periodusing theroll forward modelreferred to in clause 6A.6.1 of
theRules together with:

(i) details of all amounts, values and other inpugsd by the provider for
that purpose;
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(6)

(7)

(8)

(9)

(10)

(i) a demonstration that any such amounts, valaed other inputs
comply with the relevant requirements of Part GCCbapter 6A 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);

Ruleghe provider’s calculation of the proposed rateemfjrn in accordance

with clause 6A.6.2 and any information or mattergelation to the rate of
return as required by the applicabtatement on the cost of capjtal  [6A.23.3] [6A.24.2]

the depreciation schedules nominated byTilamsmission Network Service
Provider for the purposes of clause 6A.6.3 of Reles which categorise
the relevant assets for these purposes by referémceell accepted
categories such as:

(i) asset class (egansmission linesandsubstation} or

(i) category driver (eg regulatory obligations or requirements
replacementieliability, net market benefit, and business support),

and also by location, together with:

(i) details of all amounts, values and other itgoused by the provider to
compile those depreciation schedules;

(iv) a demonstration that those depreciation sclesdoonform with the
requirements set out in clause 6A.6.3(b) ofRudes and

(v) an explanation of the calculation of the amsumalues and inputs
referred to in subparagraph (iii);

the X factors nominated by the provider for keaegulatory yearof the
relevantregulatory control periodfor the purposes of clause 6A.6.8(a) of
the Rules together with a demonstration that those X factmwmply with
the requirements set out in clause 6A.6.8(b) oRukes

the commencement and length of tbgulatory control periogoroposed by
the Transmission Network Service Provigand

if the Transmission Network Service Providsrseeking a determination
by the AER that aproposed contingent project acontingent projecfor
the purposes of the relevaetvenue determination

() a description of thgroposed contingent projecincluding reasons
why the provider considers the project should beepied as a
contingent projector theregulatory control periogd
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(ii)

(iii)

(iv)

v)

(vi)

Schedule 6A.2

a forecast of the capital expenditure whicle fbrovider considers is
reasonably required for the purpose of undertakimg proposed
contingent project

the methodology used for developing that frast and the key
assumptions that underlie it;

information that demonstrates that the undeni of the proposed
contingent projecis reasonably required in order to achieve one or
more of thecapital expenditure objectives

information that demonstrates that theposed contingent capital
expenditurefor the proposed contingent projeactomplies with the

requirements set out in clags@&A-8-L{bf26A.8.1(b)—(d) of the
Rules and [6A.16.1]

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 in selau

6A-8-1€)6A.8.1(f) of theRules [6A.16.1]

Regulatory Asset Base

S6A.2.1 Establishment of opening regulatory assetb  ase for a regulatory
control period

(a) Application of this clause

(b)

(€)

This clause S6A.2.1:

1)

(2)

applies to the establishment of the value ef ridgulatory asset base
for atransmission systems at the beginning of regulatory control
period on the roll forward of the regulatory asset baeethat
regulatory control periodrom the previousegulatory control period
and

also applies to the establishment of the valuthe regulatory asset
base for atransmission systeras at the beginning of @egulatory
control periodwhere thetransmission systerwas not immediately
before that time the subject ofevenue determination

Roll forward model to comply with this clause

The roll forward modelreferred to in clause 6A.6.1 of tHeules must
provide for those values to be established in amwe with the
requirements of clauses S6A.2.1, S6A.2.2 and SBA.2.

Transmission systems of specific providers

1)

In the case of aansmission systemwwned, controlled or operated by
one of the followingrransmission Network Service Providesat 16
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February 2006, the value of the regulatory assete bfor that
transmission systeras at the beginning of that firstgulatory year
must be determined by rolling forward the regulatasset base for
that transmission systenas set out in the table below, in accordance
with this schedule:

Transmission Network Service Regulatory Asset Base ($m)

Provider

EnergyAustralia 635.6 (as at 1 July 2004)

TransGrid 3,012.76 (as at 1 July 2004)

Powerlink As per transitional revenue determination

accordance with clause 11.6.12

ElectraNet 823.75 (as at 1 January 2003)

Transend 603.6 (as at 31 December 2003)

SP AusNet 1,835.60 (as at 1 January 2003)

Murraylink Transmission Company 102.96 (as at lobBet 2003)

Directlink 116.68 (as at 1 July 2005)

(2) The values in the table above are to be adjukie the difference

between:

(i) 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 tbhe previous
regulatory control period

This adjustment must also remove any benefit oalpgrassociated

with any difference between the estimated and &ctapital

expenditure.

(d) Other transmission systems

(1)

(2)

This paragraph (d) applies tdransmission systemot referred to in
paragraphs (c) or (e), whemescribed transmission servicdsat are
provided by means of, or in connection with, thgétem are to be
regulated under @venue determination

The value of the regulatory asset base forttlaatsmission systems
at the beginning of the firsiegulatory yearof the firstregulatory
control period for the relevant Transmission Network Service
Provider is the prudent and efficient value of the asdeds are used
by the provider to provide thogeescribed transmission servic@sut
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3)

only to the extent that they are used to providehsservices), as
determined by th&ER In determining this value, ti 8 ER must have
regard to the matters referred to in clause S6A.2.2

The value of the regulatory asset base forttlaatsmission systems
at the beginning of the firstegulatory yearof any subsequent
regulatory control periodnust be determined by rolling forward the
value of the regulatory asset base for tretsmission systems at the
beginning of the firstegulatory yearof the firstregulatory control
periodin accordance with this schedule.

(e) Former Market Network Services

1)

(@)

This paragraph (e) applies toransmission systemhere any services
provided by means of, or in connection with, ttrahsmission system
are determined to bprescribed transmission servicesider clause
2.5.2(c).

The value of the regulatory asset base fortthasmission systenas
at the beginning of the firstegulatory yearof the firstregulatory
control periodfor which those services are to be regulated umader
revenue determinatigms the amount that is determined by &teRas
the lesser of:

(i) the prudent and efficient value of the assktt ire used by the
relevant Transmission Network Service Providéw provide
those prescribed services (but only to the extesy aire used to
provide such services), such value being determiyeitieAER
having regard to the matters referred to in cl&&&.2.2; and

(i) the sum of:

(A) the net present value of the revenue that iexpected
would be earned by the provider from the provis@n
those services, over the remaining life of the tasmat are
used by the provider to provide those serviceghake
services had not been determined to escribed
transmission servicesnd

(B) to the extent that such market benefit is notuded in the
expected revenue referred to in clause
S6A.2.1(e)(2)(ii)(A), the net present value of tmarket
benefit to Registered Participant®f the services being
determined to be prescribed transmission services
compared to being continued to be treated as s=rtiat
are notprescribed transmission serviges

reduced by the net present value of the total dipera
expenditure over the remaining life of ttransmission system
which the AER considers to be reasonably required in order to
achieve theperating expenditure objectives
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(f)

For the purposes of clause S6A.2.1(e)(2)(ii)(Bg tet present value
of the market benefit is the present value of tlaeket benefit less the
present value of costs, as those terms are deforetie purposes of
the regulatory testor regulatory investment test for transmissi@s
the case may be).

(3) The value of the regulatory asset base forttlhasmission systeas
at the beginning of the firstegulatory yearof any subsequent
regulatory control periodnust be determined by rolling forward the
value of the regulatory asset base for tretsmission systems at the
beginning of the firstegulatory yearof the firstregulatory control
periodin accordance with this schedule.

Method of adjustment of value of regulatory asset b ase

Except as otherwise provided in paragraph (c),o(dje), the value of the
regulatory asset base fortrmnsmission systeras at the beginning of the
first regulatory yearof aregulatory control periodmust be calculated by
adjusting the value (therevious value) of the regulatory asset base for that
transmission systeras 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 lasst be increased by

the amount of all capital expenditure incurred dgrihe previous

determination(if-any) for that period) [6A.15]
(i)  the lesser of: [6A.15]

(a) _the total amount of capital expenditure incdrdering the
previous control period and, for any part of thevious
control period for which actual capital expenditisenot
available, the amount of the estimated capital edipere
determined by thAERfor that part of the previous control
period for which actual capital expenditure is awdilable
(thetotal capital expenditure); and [6A.15]

(b) the total of the forecast capital expendituetedmined in
the revenue determinatiofor the previous control period
adjusted for any amount of capital expenditure fogm
part of anapproved pass through amouat a negative
pass through amountletermined by theAER for the
previous control period or, if aapproved pass through
amount or _a negative pass through amoudbes not
include all of the increase or decrease in capital
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expenditure that théAER considered should be passed

through in relation to the relevapass through eventhat

increase or _decrease in_capital expenditure (thtal

forecast capital expenditure); and [6A.15]

(i) 60% of the total capital expenditure that exds the total
forecast capital expenditure. [6A.15]

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 thhevenue determinatiofor the previous

control period. [6A.15] [6A.22]
Note: [6A.15]

The total of the forecast capital expenditure deieed in arevenue determination
may be subject to clauses 6A.7.1(f) and 6A.8.2fe)(3 [6A.15]

[6A.15]

£3)(2)The previous value of the regulatory asset basst el adjusted for
the difference between: [6A.15.1]

(i) 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 the previous
regulatory control period

This adjustment must also remove any benefit oralpgrassociated
with any difference between the estimated and &ctapital
expenditure.

capital—expenditureisThe capital expenditure referred to in
subparagraphs (1), (2) and (3) must only be capitalenditure as

properly allocated to the provision pifescribed transmission services
in accordance with th€ost Allocation Methodologfor the relevant
Transmission Network Service Provider [6A.15.1] [6A.15.2]

{5)(4)The previous value of the regulatory asset bass brireduced by the

amount ofaetuatldepreciation of the regulatory asset base durieg th
previous control period, calculated in accordandi whe rates and
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methodologies allowed in tHeansmission determinatiofif any) and
taking into account the amount of capital expemdifif any) included

in_any approved pass through amouot negative pass through

amountfor that period.

Note:

The amount of depreciation of the requlatory absse during the previous control

period calculated in accordance with the rates methodologies allowed in the

transmission determinatiorfif any) for that period may be subject to clauses

6A.7.1(f) and 6A.8.2(e)(3).

{6)(5)The previous value of the regulatory asset bass brireduced by the
disposal value of any asset where that asset hais @isposed of
during the previous control period.

A (6)The previous value of the regulatory asset bass brireduced by the
value of any asset where tB&ER determines that the value of that
asset should be removed in accordance with clab&e2S3.

£8)(7)Without prejudice to the application of any othgpvision of this
paragraph (f), the previous value of the regulatsyget base may be
increased by the inclusion of:

()

(ii)

past capital expenditure that has not beeruded in that value
because that capital expenditure was incurred mmection with
the provision of services that are rescribed transmission
services and in these circumstances, such capital expeedit
must only be included to the extent the assetspeet of which
that capital expenditure was incurred is subsedyersied for
the provision oprescribed transmission servicesd

past capital expenditure that has not beefuded in that value,
but only to the extent that such past capital egjere:

(A) relates to an asset that is used for the pr@visof
prescribed transmission serviges

(B) is considered by th&ER to be reasonably required in
order to achieve one or more of thapital expenditure
objectives

(C) is properly allocated tprescribed transmission services
accordance with the principles and policies setiouhe
Cost  Allocation Methodology for the relevant
Transmission Network Service Providand

(D) has not otherwise been recovered.

S6A.2.2 Prudency and efficiency of capital expendit  ure

In determining the prudency or efficiency of capikxpenditure under clause
S6A.2.1(d)(2) or S6A.2.1(e)(2), tERmust have regard to:

Page 750

[6A.15] [6A.15.1] [6A.30] [6A.40]

[6A.15]

[6A.15]

[6A.15.1]

[6A.15.1]

[6A.15.1]



NATIONAL ELECTRICITY RULES CHAPTER 6A

VERSION 45

ECONOMIC REGULATION OF TRANSMISSION SERVICES

S6A.2.3

(1)

(@)

3)

(4)

(5)
(6)

the need to provide a reasonable opportunityttfe relevanifransmission
Network Service Provideio recover the efficient costs of complying with
all applicableregulatory obligations or requirementsssociated with the
provision ofprescribed transmission serviges

the need to provide effective incentives topghevider to promote economic
efficiency in the provision gbrescribed transmission services

whether the relevant project in respect of Whoapital expenditure was
made was evaluated against, and satisfiedietelatory testor regulatory
investment test for transmissias the case may be);

whether the provider undertook the capital exi@ire in a manner
consistent with good business practice and so asaitticably achieve the
lowest sustainable cost of delivering frescribed transmission servicts
be provided as a consequence of that capital expead

the desirability of minimising investment uniznty for the provider; and

the need to provide incentives to the provider avoid undertaking
inefficient capital expenditure.

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 dintteethat it undertook the
relevant capital expenditure.

Removal of assets from regulatory asset bas e

(@)

For the purposes of rolling forward the regutat asset base for a
transmission systeras described in clause 6A.6.1 of tRellesand this
schedule, thERmay only determine to remove, from the regula@syget
base for aransmission systenthe value of an asset (or group of assets):

(1) to the extent that:

(i) the asset (or group of assets) is dedicatedn®Transmission
Network User (not being a Distribution Network Service
Provider or a small group ofransmission Network Userand

(i) the value of the asset (or group of assets)jnaluded in the
value of that regulatory asset base as at the biegirof the first
regulatory year of the currentregulatory control period
exceeds theindexed amountas at the time of théAER's
determination, of $10 million;

(2) if the AERdetermines that the asset (or group of asset®) isnger
contributing to the provision gfrescribed transmission servicesd

(3) if the AERdetermines that the relevaitansmission Network Service
Provider has not adequately sought to manage the riskabfadset (or
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that group of assets) no longer contributing to firevision of
prescribed transmission servicky:

() seeking to negotiate the payment of a lowecgphy the relevant
Transmission Network Usefsr thoseprescribed transmission
servicesn accordance with thRules or

(i) in the case of assets committed to be constduon or after 16
February 2006, seeking to enter into arrangementschw
provide for a reasonable allocation of the risksh# value of
that asset (or that group of assets) no longerriboring to the
provision ofprescribed transmission services

For the purposes of clause S6A.2.3(a)(3)(ii), aetis, and is only, to

be taken to be committed to be constructed if isBas the criteria

which a project needs to satisfy to be a "commiftegject” for the
purposes of theaegulatory testor regulatory investment test for
transmissionas the case may be).

(b) TheAER may determine a separate amount which is to dadad in the

annual building block revenue requiremeior a Transmission Network
Service Providefor eachregulatory yearof aregulatory control periocso
as to compensate the provider for the risk of thkier of assets being
removed from the regulatory asset base for theaaldransmission system
but only if it is satisfied that:

(1) the risk is not otherwise addressed throughthamgprovision of the
Rules

(2) the provider has taken all the steps that adgmtuTransmission
Network Service Providevould take to manage the risk; and

(3) thetotal revenue cagdor the provider for thatregulatory control
period does not adequately reflect risks that cannot dasanably
managed.

S6A.2.4 Roll forward of regulatory asset base withi  n the same regulatory
control period

(@)

(b)

Application of this clause

This clause S6A.2.4 applies to the establishmenthef value of the
regulatory asset base fortrmnsmission systeras at the beginning of one
regulatory yearin aregulatory control periodon the roll forward of the
regulatory asset base to thagulatory yearfrom the immediately preceding
regulatory year(if any) in thatregulatory control period

Roll forward model to comply with this clause

The roll forward modelreferred to in clause 6A.6.1 of thHeules must
provide for that value to be established in accocdawith the requirements
of this clause S6A.2.4.
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(c) Method of adjustment of value of regulatory asset b ase

The value of the regulatory asset base foraasmission systeras at the
beginning of the second or a subsequent yé¢he (ater year) in a
regulatory control periodmust be calculated by adjusting the value (the
previous value) of the regulatory asset base for ttranhsmission systeias

at the beginning of the immediately precediagulatory year(theprevious
year) in thatregulatory control periodas follows:

(1) The previous value of the regulatory asset lasst be increased by
the amount of forecast capital expenditure acceptesubstituted by
the AER for the previous year in accordance with clause66Ac) or
clauses 6A.13.2(b)(4) and (5) (as the case may be).

(2) The previous value of the regulatory asset basst be reduced by the
amount of depreciation included in thenual building block revenue
requirementor 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
base as at the beginning of the later year by adgushat value for
inflation.

(d) Allowance for working capital

If the AER determines that it is appropriate to do so, it magjude an
allowance for working capital in the regulatoryetdsase for #ransmission
systenwhich is rolled forward in accordance with thiause S6A.2.4.

Schedule 6A.3 CRNP methodology and modified CRNP

S6A.3.1

S6A.3.2

methodology

Meaning of optimised replacement cost

For the purposes of this schedule 6A.3, referetioce®ptimised replacement
cost” include an accepted equivalent to optimiseglacement cost that is
referable to values contained in the accountseTfthnsmission Network Service
Provider.

CRNP methodology

CRNP Methodologyor cost reflective network pricinngs an allocation process
that involves the following steps:

(1) Attributing network ‘costs’ totransmission systemassets: the locational
component of théASRRallocated tgrescribed TUOS services allocated
to each asset used to provjgrescribed TUOS servicémsed on the ratio of
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S6A.3.3

(2)

3)

(4)

(5)

the optimised replacement cost of that asset, @oofftimised replacement
cost of alltransmission systerassets used to provigeescribeduse of
system servicesThe allocation to eackransmission systerasset is the
'locational network asset cost'.

Determining the baseline allocation génerationto loads using a ‘fault
contribution matrix’.

Determining the allocation of dispatchgeherationto loadsover a range of
actual operating conditions from the previdiumancial year The range of
operating scenarios is chosen so as to includedhditions that result in
most stress on theansmission networland for whichnetworkinvestment
may be contemplated. For each operating scenddoted:

(i) a constrained allocation ofieneration to loads matrix must be
developed, in whiclgenerationis allocated to servingpads on the
basis of the fault contribution matrix;

(i) load flow analysis techniques are used to sedtw networkflows and
to calculate the sensitivity of flows on eawbtwork elementesulting
from incremental changes in edold;

(i) the sensitivities are weighted dgad to derive a ‘flow component’
magnitude in eachetworkelement due to eadbad for that hour;

(iv) the relative utilisation of eacmetwork element by eacHoad is
calculated from the ‘flow component’ magnitudesngsonly the flow
components in the direction of the prevailing lfloav.

When all the selected operating scenarios baea assessed, allocating the
individual locationalnetworkasset costs tlmadson a pro rata basis using
the maximum ‘flow component’ that eadbad has imposed on each
networkasset across the range of operating conditionsidered.

Summing the individual locationaletwork asset costs allocated to each
load to give the total amounts allocated to tloaid.

Modified CRNP methodology

Modified CRNP methodologg an allocation process that involves replacieg s
1 of the CRNP methodology referred to in clause S6%1) with the following 3
steps:

(1)

(2)

Allocating theASRRallocated tgprescribeduse of system servicés each
transmission systermsset used to provigeescribed TUOS servicdmsed

on the ratio of the optimised replacement cost hef that asset to the
optimised replacement cost of aithnsmission systemssets used to provide
prescribed TUOS serviceIhe amount so allocated to each asset is the
asset’s gross network asset cost.

Adjusting individual grossetworkasset costs: the individual grasstwork
asset costs determined in subparagraph (1) muht lEaanultiplied by a
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@)

factor (between 0 and 1) that depends on the atiis of each asset. The
resulting amount for each asset is the locatioetlvark asset cost while the
remainder is the non-locational network asset cost.

Determining the non-locational component: thensof the non-locational
networkasset cost represents the pre-adjusted non-laeattomponent of
the ASRRfor prescribed TUOS services

Schedule 6A.4  Application of this Chapter to AEMO a nd declared

transmission system operators

S6A.4.1 Application of this Chapter to AEMO etc

S6A.4.2

(@)

(b)

For the purpose of applying this Chapt®EMO will be regarded as a
Transmission Network Service Provideroviding shared transmission
services

However, in the application of this Chapter tt@nsmission services
provided by means of, or in connection with, #heclaredtransmission
systemof anadoptive jurisdiction a reference to @aransmission Network
Service Provideris, in relation to the provision ofntry services exit
servicesor shared network capability servicés be read as a reference to a
declared transmission system operator

Exclusions, qualifications and modification S

(@)

(b)

()

This Chapter will be read subject to the follogvexclusions, qualifications
and modifications.

Part A (Introduction)
Clause 6A.1.4(b) is excluded.
Part B (Transmission Determinations Generally)

This Part applies subject to the following exclusip qualifications and
modifications:

Clause 6A.2.2 (Components of transmission detertoms):

(1) A transmission determinatiofor AEMO will not include arevenue
determination

(2) However, AEMO must have a revenue methodology (which will not
be subject to theAER’s approval) setting out the method for
calculatingAEMO’s maximum allowed revenuer the provision of
prescribed transmission servicks eachregulatory year

(3) In formulating its revenue methodology, or ameadment to its
revenue methodologAEMO must consult with the public.
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(4)

()

(6)

(7)
(8)

(9)

AEMO’smaximum allowed revenwsnsists of:

() so much of theaggregate annual revenue requirementeach
declared transmission system operator AEMO'’s regulatory
year as relates to the provision ®EMO of shared network
capability servicesand

(i) the other costs forecast to be incurred AFMO in the same
regulatory year for the provision of prescribed shared
transmission services

Note:

The costs under subparagraph (ii) might include thst of electricity
network serviceprovided by aleclared transmission system operatdrere
those services are, from the standpoint of the aiper not prescribed
transmission services

The revenue methodology must include a desonif:
(i) the categories of costs to be recovered; and

(i)  the method (which must be consistent with @ast Allocation
Principleg for allocating costs to prescribed transmission
servicesandnegotiated transmission servigesd

(i) how under and over recovery of revenue in artigular
regulatory yearis to be treated.

The revenue methodology must be consistent getttion 52 of the
National Electricity Lawand the provisions of Chapter 2 of these
Rulesapplicable tcAEMO.

AEMO must comply with its revenue methodology.

Before the commencement of ttegulatory yearto which AEMO’s
revenue methodology applieSEMO mustpublish

(i) the revenue methodology; and

(i) a report on how it has applied its revenue hmdblogy for the
purpose of determining prices for the ensuegulatory year

However, for theegulatory yearcommencing on 1 July 2008EMO
may, instead of formulating and publishing its owavenue
methodology, adopt as its revenue methodology aglieprovisions of
the transmission determinatiothat would have applied to VENCorp
for thatregulatory yearif the legislative and regulatory changes that
took effect at the commencement of thegulatory yearhad not been
made.

(d) Part C (Regulation of Revenue — Prescribed Transmis  sion Services)
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(€)

(f)

This Part is not applicable BEMO.

This Part applies to aeclared transmission system operatwith the
following modification of clause 6A.7.1.:

If a declared transmission system operatsrdirected byAEMO, or is
required by or agrees with &onnection Applicantto construct an
augmentationclause 6A.7.1 applies as if:

(1) the direction, requirement or agreement weres\ant in respect of
which the declared transmission system operatokere
unconditionally authorised under clause 6A.7.1¢aapply to theAER
for revocation and substitution of@venue determinatiomnd

(2) clause 6A.7.1(a)(1) to (7) were inapplicableatoapplication founded
on such an event; and

(3) the following were added after clause 6A.7.1(d)

(da) If a declared transmission system operatigr directed by
AEMQO, or is required by or agrees witlCannection Applicant
to construct araugmentation and the operator applies to the
AER for revocation of aevenue determinatioon that ground,
the AERmust revoke theevenue determination

Part D (Negotiated Transmission Services)
Part D applies subject to the following qualificet

Clause 6A.9.1 applies tBEMO as if the reference in paragraph (1) to
“principles and policies set out in tl@ost Allocation Methodologifor the
relevant Transmission Network Service Provitlewere a reference to
principles and policies set out AEMO'srevenue methodology.

Part E (Revenue determinations, negotiating framewo  rks and pricing
methodologies)

Part F applies subject to the following exclusiomgialifications and
modifications:

1. Clause 6A.10.1 (Submission of proposal, framé&wopricing
methodology and information)

Clause 6A.10.1 applies ®®EMO as if for paragraphs (a), (b) and (c)
the following were substituted:

(@) AEMO must, as and when required by #®hER submit to the
AER

(1) a proposedpricing methodology relating to shared
transmission servicethat areprescribed TUOS services
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or prescribed common transmission servigpescribed
shared transmission services); and

(2) a proposednegotiating frameworkrelating to shared
transmission serviceshat are negotiated transmission
services

(b) AEMO'spricing methodology

(1) must be designed to recover no more tHeEMO's
maximum allowed revender the provision oprescribed
shared transmission servigesd

(2) must set out the principles on which pricesdmescribed
shared transmission servicare to be determined.

(c) Exact equivalence is not required between tgstscof providing
a service and the revenue derived from providimgsérvice in a
particular regulatory yearif there are reasonable grounds to
believe that costs will over time approximate rayen

(ca) The proposedhegotiating frameworkmust comply with the
requirements of, and must contain or be accompabjethe
information required by, theubmission guidelineso far as they
are relevant.

Clause 6A.10.2 (Submission guidelines)

The submission guidelineapply to AEMO only insofar as they are
relevant tcAEMO'sproposedegotiating framework

Clause 6A.11.1 (Preliminary examination and wcheteation of non-
compliance with relevant requirements)

Clause 6A.11.1 applies t&dEMO only insofar as relevant to a
negotiating frameworlr pricing methodology

Clause 6A.11.2 (Resubmission of proposal, fraomkw pricing
methodology or information)

Clause 6A.11.2 applies t&dEMO only insofar as relevant to a
negotiating frameworlkr pricing methodology

Clause 6A.11.3 (Resubmission of proposal, fraomkw pricing
methodology or information)

Clause 6A.11.3 applies t&dEMO only insofar as relevant to a
negotiating frameworlkr pricing methodology

Rule 6A.12 (Draft decision and further considia
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(¢))

(h)

10.

This Ruleapplies tcAEMO only insofar as relevant to a decision on a
negotiating frameworlkr apricing methodology

Rule 6A.13 (Final decision)

This Ruleapplies tcAEMO only insofar as relevant to a decision on a
negotiating frameworlkr apricing methodology

Rule 6A.14 (Requirements relating to draft andlfdecisions)

(@) ThisRuleapplies tcAEMO only insofar as relevant to a decision
on anegotiating frameworkr apricing methodology

(b) Clause 6A-14-3(ebA.14.3(d) (which requires theAER to

approve aregulatory control periodof 5 regulatory yeary is
inapplicable t”AEMO. [6A.36.2]

Note:

TheRuleis thus largely inapplicable. Of clause 6A.14.lygraragraph$6),(#-and

)(3)(v), (3)(vi) and (4)are applicable. Clause 6A.14.2 requires AliER to give

reasons setting out the basis and rationale oflétsision. This requirement is

relevant to a decision on a pricing methodologyegotiating framework but the

matters of detail mentioned in paragraphs (1) fowduld, as a general rule, be

irrelevant to such a decision. Of clause 6A.14.8 garagraphgf-to—(i(d) to (q)

would be relevant. [6A.36.2]

Rule 6A.15 (Revocatioand substitution or amendmeot revenue
determination or amendment of pricing methodology fvrong
information or error) [6A.21.1]

This Ruleapplies toAEMO only insofar as relevant to the amendment
of apricing methodology

Rule 6A.16 (Miscellaneous)
ThisRuleapplies as if it included the following addition@dragraphs:

() AEMO must, on or before 15 May in each yepublish its
prices forprescribed shared transmission servides its next
regulatory year

(h) A declared transmission system operatoust notify AEMO of
its revenue requirement for the provision sifared network
capability servicesfor AEMO’s next regulatory year in
sufficient time to enabl@EMOto calculate prices in accordance
with the approvegbricing methodologynd meet its obligations
under paragraph (g).

Part F (Information Disclosure)

This Part is not applicable BEMOQO.

Part G (Cost Allocation)
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@)

(k)

AEMO’s revenue methodology must be consistent withGbst Allocation
Principlesset out in this Part: see clause S6A.4.2(c)(5)s Plart applies to
AEMOonly insofar as it is relevant to that requirement

Part H (Transmission Consultation Procedures)
No exclusions, qualifications or modifications @rescribed.

Part | (Ring-Fencing Arrangements for Transmission Network Service
Providers)

This Part is not applicable BEMOQO.
Part J (Prescribed Transmission Services — Regulati  on of Pricing)

Part J applies subject to the following exclusiogsialifications and
modifications:

1. Rule 6A.23 (Pricing Principles for Prescribe@ismission Services)

Clause 6A.23.3 applies as if it included the follogv additional
paragraphs:

(@) In relation to theadeclaredtransmission systerof an adoptive
jurisdiction:

(1) AEMO is responsible for allocating théASRR for
prescribed TUOS servicesand prescribed common
transmission serviceand

(2) the relevantdeclared transmission system operatasr
responsible for allocating th&SRRfor prescribed entry
servicesandprescribed exit services

(h) Adeclared transmission system operataust:

(1) allocate costs betweeahared network capability services
andprescribed connection servicesd

(2) notify AEMO of its allocation (and the basis on which it
was made) in sufficient time to calculate prices fo
AEMO’s next regulatory yearin accordance with its
pricing methodologyand

(3) provideAEMO (as and when requested B{EMO) with
the information AEMO reasonably requires to allocate
ASRR for prescribed TUOS serviceand prescribed
common transmission services

Clause 6A.23.4 applies as if it included the foliogv additional
paragraph:
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2.

(k) A declared transmission system operaisr not required to
develop separate prices for recovery of &feRRreferable to
shared network capability services

Rule 6A.24 (Pricing Methodology)

Clause 6A.24.1 applies as if the following parapsapere substituted
for paragraphs (e) and (f):

(e) Subject to express provisions of th€&desto the contrary, a
pricing methodology

(1) applies for the duration of the relevaagulatory control
period and

(2) may not be amended during tiegulatory control period

(H However, theAER may, on an application made HEMO
during theregulatory yearcommencing on 1 July 2009, amend
AEMO's pricing methodologyas it applies to the setting of
prices for theregulatory yearcommencing on 1 July 2010 and
laterregulatory years

Clause 6A.26.1 (Agreements for prudent discodats prescribed
transmission services)

Clause 6A.26.1 applies as if:

(1) the power under paragraph (b) to agree to ehkger prices
for prescribed TUOS servicesand prescribed common
transmission servicewere vested iIMEMO to the exclusion of
the relevantleclared transmission system operatmd

(2) additional provisions to the following effeceve included:

() AEMO must obtain the written consent of the relevant
declared transmission system operah@fore exercising
that power;

(i) the relevantdeclared transmission system operatond
AEMO must negotiate in good faith whenever either of
them asks the other to consider a proposal foexaecise
of that power in a particular manner.

Clause 6A.26.2 (Application t®ERfor approval of proposed prudent
discount amounts)

Clause 6A.26.2 (k) is not applicableA&MO.

Clause 6A.29.1 (Multiple Transmission Networkn&= Providers
within a region)
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()

(m)

(n)

(0)

Clause 6A.29.1 applies as if it included the follogv additional
paragraph:

(g AEMO is (without appointment under clause 6A.29.1(&g t
Co-ordinating Network Service Provideior a region that
includes the whole or the major part of tteclared shared
network

Part K (Commercial arbitration for disputes about t erms and
conditions of access for prescribed and negotiated transmission
services)

This Part does not apply to a dispute that carebelved by th&ERunder
section 50H of thé&lational Electricity Law

Schedule S6A.1 (Contents of Revenue Proposals)
This Schedule is not applicableA&EMO.
Schedule S6A.2 (Regulatory Asset Base)
This Schedule is not applicableA&EMO.

Clause S6A.2.3(a)(3)(i) is not applicable tdeclared transmission system
operator.

Schedule S6A.3 (CRNP methodology and modified CRNP
methodology)

This Schedule applies without exclusion, qualifmator modification.
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