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1 Shortened Forms

ABN

ACN

AEMO

AER

ACCC

ASIC
Electricity Law
NEL

NER

NMI

Public Register
Retail Law
Retail Rules

RoLR

Australian Business Number

Australian Company Number

Australian Energy Market Operator

Australian Energy Regulator

Australian Competition and Consumer Commission
Australian Securities and Investments Commission
National Electricity Law

National Electricity Law

National Electricity Rules

National Meter Identifier

Public Register of Authorised Retailers and ExeB8wglters
National Energy Retail Law

National Energy Retail Rules

Retailer of Last Resort



2 Dictionary

body corporateneans a controlling body of a scheme constitutetbustate or
territory strata titles legislation, the memberswbiich are lot owners (or their
representatives), and includes an owners corporatibis not a body corporate for
the purposes of théorporations Act 200{Cwilth).

commencement datmeangDate to be specified: Day Month 2011]

customermeans a consumer of electricity for primary indgslomestic, commercial
or industrial use but does not include a wholesaeket customer who is registered
by AEMO as a Customer under Chapter 2 of the Nati&tectricity Rules.

disconnectionof premises means

1. in the case of electricity—the opening of a coniegtor
2. in the case of gas—the closing of a connection,

in order to prevent the flow of energy to the pressi

energymeans electricity or gas or both.

energy Ombudsman schenmeeans a scheme associated with the energy
Ombudsman for the relevant state or territory @s@ibed in the National Energy
Retail Regulations.

exempt customemeans a person to whom an exempt person sellgyeaed who
would be a retail customer of the seller if thdesalere a retailer.

exempt persomeans a person who is exempted by the AER undeemed or
registered exemption from the requirement to haletailer authorisation.

large customemeans a business customer who consumes energyia¢$a
premises at or above the upper consumption thrésiidlO0 megawatt hours per
annum for electricity or 1 terajoule per annumdas.

metermeans any device (compliant with metrology requiats and Australian
standards) that measures the quantity of energgimqmaghrough it or records the
consumption of energy at the customer’s premises.

off-market and on-market energy generationeans eitheoff-market energy
generationor on-market energy generation

off-market energy generatiomeans an energy generation option not requireé to b
registered with the AEMO under clause 2.5 of theRN#hd applicable AEMO
guidelines.

Note: The category includes - but is not limited small scale diesel, petrol,
bio-fuel, gas (incl. coal-seam and other methaneses), fuel cells, thermal-
electric, geothermal, solar (incl. photovoltaic)ing or hydro generation and
cogeneration and tri-generation installations.



on-market energy generatiomeans an energy generation option required to be
registered with the AEMO under clause 2.5 of theRNdhd applicable AEMO
guidelines.

Note: The category includes - but is not limited small scale diesel, petrol,
bio-fuel, gas (incl. coal-seam and other methaneses), fuel cells, thermal-
electric, geothermal, solar (incl. photovoltaic)ing or hydro generation and
cogeneration and tri-generation installations.

onsellingmeans an arrangement where a person acquires/drarga retailer
following which the person acquiring the energygrerson acting on their behalf
sells energy for use within the limits of premise@med, occupied or operated by the
person.

residential customemeans a customer who purchases energy princijoally
personal, household or domestic use at premises.

retailer means a person who is the holder of a retaildragigiation for the purposes
of section 88 of the Retail Law.

small customemeans a customer—

1. who is a residential customer, or

2. who is a business customer who consumes energisatdss premises below the
upper consumption threshold of 100 megawatt hoerspnum for electricity or
1 terajoule per annum for gas.



3 Introduction

The Australian Energy Regulator (AER) is resporestbl the economic regulation of
electricity networks in the national electricity rkat (NEM). The AER is an
independent statutory authority that is part of Alustralian Competition and
Consumer Commission. It was formed under Part lliZfAheTrade Practices Act
1974(renamed th€ompetition and Consumer Act 2040 1 January 2011).

Under the National Electricity Rules (NER), anytgdhat engages in an electricity
transmission or distribution activity must either tregistered with the Australian
Energy Market Operator (AEMO) as a network sergica/ider (NSP) or gain an
exemption from the requirement to be a register8& ffom the AER. To assist
applicants who may seek an exemption, the NER gesvihat the AER can issue a
guideline setting out the requirements to gainxangtion. The AER inherited the
guidelines for NSP exemptions from the NationakEleity Code Administrator in

the transfer of functions when the AER formed i020The guidelines have not been
updated since.

The AER’s NSP Registration Exemption Guideline ek Guideline) provides
eligible classes of electricity transmission ottmsition activity with an exemption
from the obligation to be registered as an NSP wHEMO. The types of networks
that are typically covered by the network Guideim&ude situations where
electricity supply is incidental to the main purpad a business, such as networks
within caravan parks, apartments, industrial parks shopping centres. The granting
of an exemption can relieve an affected party efrdgquirement to comply with the
technical requirements set out in Chapter 5 oNEB&, and the obligation to provide
other network suppliers and other registered ppetrds in the NEM with access to its
network.

The formation of the AER in 2005, legislative demhents in the regulation of
electricity networks in Australia and innovationtire electricity supply industry has
led to the need to update the current network Giniele Also, in preparation for its
role in retail regulation, the AER is developingaitexemption guidelines (Exempt
Selling Guideline) that allow for individual andask exemptions from the
requirement to hold a retailer authorisation. T® éixtent possible, the AER seeks to
align the classes of exemption in both guidelines.

This paper is the first step in the AER’s consigtain revising the AER’s network
Guideline. The proposed revisions to the networid€line reflect changes in the
regulatory landscape and alignment with the AERKer&pt Selling Guideline’s
classes of exemption. The network Guideline isndésl to provide affected parties
with greater clarification and certainty in the uee@ments for exemption. The
purpose of the network Guideline is to define tihgagions where an exemption is
deemed, where an exemption must be registered harkvan exemption application
is required. This consultation is conducted in agance with the procedures set out
under clause 2.5.1(e) of the NER. When adoptedptiante with the guideline will
be obligatory for all affected parties.



4 Public consultation process

How to make submissions to this issues paper

This paper and attached network Guideline have pespared to seek feedback on a
number of issues arising from the proposed netwggmption arrangements and to
facilitate consultation on the classes of exempti@r convenience, the main issues
identified by the AER have been set out in shadeas.

The AER invites comments on the network Guideliné @onsultation Paper.
Submissions can be sent electronicallyABRInquiry@aer.gov.awith “submission
to network and retail exemption guidelines” in gubject line, or by mail to:

General Manager

Network Operations and Development Branch
Australian Energy Regulator

GPO Box 520

Melbourne VIC 3001

The closing date for submissiondHsday 12 August 2011.

As a separate process, the AER is also currentigudbng on its approach to retail
exemptions. The Exempt Selling Guideline outlinesses of onselling activities
which will be exempt from the requirement to holcetailer authorisation under the
National Energy Retail Law. It also outlines sitaas where an onseller should seek
an individual exemption from the AER. The draftdgline and notice can be found
on the AER’s website atww.aer.gov.auThe Exempt Selling Guideline raises
several issues which are also applicable to thisor& Guideline.

The AER requests that where a submission covelsduotielines, it is clear which
guideline each comment refers to.

The AER requests that all submissions be publiegilable to facilitate an informed
and transparent consultative process. Submissidhtherefore be treated as public
documents, and will be placed on the AER’s wel{sitew.aer.gov.a)j unless
otherwise requested. Parties wishing to submitidenfial information are requested
to:

= clearly identify the information that is subjecttbé confidentiality claim; and

= provide a non-confidential version of the submissia addition to the
confidential version.

The AER does not generally accept blanket claimsdafidentiality over the entirety
of the information provided and such claims shawtbe made unless all
information is truly regarded as confidential. Titlentified information should
genuinely be of a confidential nature and not atie publicly available. In addition
to this, parties must identify the specific docutsesr relevant parts of those
documents which contain confidential informatioheTAER does not accept
documents or parts of documents which are redaxctédddacked-out’.



For further information regarding the AER’s use aigtlosure of information
provided to us, please refer to € CC—AER information policy: the collection, use
and disclosure of informatioon our website under ‘Publications’.

Stakeholder forum 27 July 2011

A public forum will be held on 27 July 2011 in Mellrne to discuss both the Exempt
Selling Guideline and network Guideline. This forwil have video conference
links to Sydney, Queensland, Canberra, Hobart ateladde.

To register your attendance, please send an emaERInquiry@aer.gov.aby
Friday 13 July 2011, indicating the city in whicwwill attend. The subject of the
email should state “Registration for Network andéid=xemptions stakeholder
forum: attention Pip Dodgson.” Registration for fbeum is essential as spaces are
limited. Stakeholders are asked to nominate no rtinane one participant each. An
agenda for the forum will be circulated after régisons have closed.

Next steps

In accordance with the consultation proceduressetinder clause 2.5.1(e) of the
NER, theAER anticipates issuing a draft Guideline in Octab@11 and finalising the
network Guideline in December 2011.



5 Overview of exemptions

5.1 Regulatory requirements for network service provides

Section 11(2) of the National Electricity Law (NE&nd clause 2.5.1(a) of the NER
state that a party ‘must not own, control or opeeatransmission or distribution
system that forms part of the interconnected trassion and distribution system
unless the person is registered as an NSP, oraiasdyexemption from the
registration requirement.” The NER definition afransmissiorsystenand
distribution systennelates to any section of a network connectei¢dNEM on one
side and providing electricity services to anotbarty on the other side.

Under the NER, the AER is responsible for issuing sevoking NSP exemptions to
eligible classes of NSPs in the NEM jurisdictioBtause 2.5.1(d) of the NER
provides that, in accordance with the guidelinesesl by the AER, the AER may
exempt any person class of persons who are requinedjister as an NSP from the
registration requirement, or from compliance wtik technical standards set out
Chapter 5 of the NER, subject to conditions the At&lems appropriate.

5.2  Purpose of the network Guideline

Under the NEL and the NER anyone who owns, operatbas control over any part
of an electricity network, providing electrical pemto any third party irrespective of
the network’s size, is an NSP. However, the NEL ld&dR recognise that there are
many situations where there is no practical purgeseed in requiring the full
requirements of the NEL and NER to apply to NSPSPNxemptions are needed as
the regulatory regime applies to all NSPs irregpedir their size.

As set out under clause 2.5.1(d) of the NER, th&Adresponsible for administering
NSP registration exemptions. The AER considersithainot practical to require a
blanket registration of all NSPs for exemption.sWwould place an undue
administrative burden on small NSPs in both phylsicagistering and understanding
the registration requirements.

The purpose of this guideline is to define theatittns where an exemption is
deemed, where an exemption must be registered harkvan exemption application
is required. The NSP exemption is subject to camstthe AER considers are
appropriate and consistent with the market objestihe conditions are applicable
to all exempt parties unless varied by the AER.

The AER’s network Guideline does not apply to gasgmission or distribution.

5.3 Objective of the AER’s network Guideline

Legislative developments in the regulation of eleityy networks in Australia and
innovation in the electricity supply industry hdee to the need to revise the AER’s
network Guidelines.

The network Guidelines that the AER is seekingddaie are currently outlined in
two documents:

= NSP Specific Exemptions Guideline (Attachment 1 an
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= General Exemption Guideline (Attachment 2).

The purpose of the network Guideline is to outtime classes of deemed and
registrable exemptions and associated conditiordsftae process for seeking an
individual exemption. The network Guideline als@lkins the procedure the AER
follows when assessing NSP exemptions applications.

A further objective of the network Guideline isdnsure that the classes of exemption
align with the Exempt Selling Guideline’s classégxemption. There are a number
of likely synergies in the application of both gelithes to networks and to retail
onselling where it occurs in situations such aawam parks, apartments, shopping
centres, retirement village, student accommodatimhindustrial parks.

54 Distinction between the AER’s retail and network
guidelines

In addition to the AER’s role in regulating netwakemptions, the AER is taking on
a new role to regulate retail exemptions (Exemfitr§eGuideline). Under the
National Energy Retail Law (Retail Law) and NatibRaergy Retail Rules (Retail
Rules), the sale of energy to customers requipEgson to hold a retailer
authorisation, or have an exemption from the resment. The AER is currently
developing an Exempt Selling Guideline that setstlo&i new national framework for
retail exemptionsputlining the classes of deemed and registrablenpiiens and
associated conditions and the application and tregjisn processes for individual and
registrable exemptions. The AER’s approach to dgieg its Exempt Selling
Guideline, and associated issues and consultatiperp are available on the AER’s
website athttp://www.aer.gov.au/content/index.phtml/itemId7837.

The AER recognises that there are a number of giggein the application of both
guidelines to networks and to retail onselling véhiéioccurs in situations which
include caravan parks, apartments, shopping cemgg®ment village, student
accommodation and industrial parks. Accordinglg, AER is conjointly revising the
NSP registration classes of exemption and devejogxempt selling classes to align
both guidelines to the extent possible. The AERiadters the network Guideline
and the Exempt Selling Guideline under differegidkative frameworks. However,
the AER has developed a unified registration predesboth guidelines to facilitate
applicants seeking an exemption from both seteagirements. This will also
minimise the prospect of inconsistent outcomes.

A person seeking to transmit, distribute and sleittricity within a network will need
to be covered by either a deemed or registrablmptien from the AER for both
their electricity transmission/distribution netwagtivity and their retailing activity.

A person seeking to transmit, distribute and gaflwithin a network will need to be
covered by either a deemed or registrable exemfrtoon the AER for their gas
retailing activity, and comply with any relevantsgaansmission and distribution
requirements in jurisdictional legislation. The ABRetwork Guideline does not
apply to gas networks.

Q1: Do stakeholders support the AER'’s decision tma the classes of exemption
in the network Guideline with the Exempt Selling @leline?
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5.5 Change of approach to network classes of exemption

Network exemptions were previously categorised éfynthg a number of situations
that occur in every day life. These situations wlen nominated as a class, to which
conditions were attached. This approach to categton of general exemptions is set
out in Attachment 2.

One problem which arises with the previous apprdadategorisation of network
exemptions is that it did not adjust for changiirgumstances. For example,
retirement villages do not fit neatly into any arlass listed in the general exemption
guideline, but include elements of a number ofsg#as

The AER adopted a different approach to categaisikemptions in the Exempt
Selling Guideline, focussing on the impact of ohisglon stakeholders. This
approach has been widely supported in consultéialate. The AER considers this
approach can also be applied to network exemptims .network Guideline
maintains the same distinction as the Exempt $elinideline in categorising
exemptions that do not require an application (dskexemption), those that require
registration (registrable exemption) and those tbquire an application (individual
exemption). An advantage of having identical classfeexemptions in both
guidelines is that it will facilitate a common appal process and will minimise the
prospect of inconsistent outcomes, despite thefitwations occurring under different
regulatory frameworks.

Generally, where an exemption applies to a netwosill also apply with respect to
onselling. There are exceptions to this rule ofrsepyand several classes are
applicable to networks exemptions alone. The AERdeveloped some new network
specific classes of exemption based on the netexeknptions sought from the AER.

5.6  Purpose of the network guideline and issues paper

The network Guideline reflects the changes in dmilatory landscape, alignment
with the Exempt Selling Guideline’s classes of egigaon and is intended to provide
affected parties with greater clarification andiairty in the requirements for
exemption. The network Guideline outlines the né&agses of deemed and registrable
exemptions and associated conditions, and expilagnapplication and registration
requirements for individual and registrable exeompdiand the procedures the AER
follows when assessing NSP exemptions applications.

This paper is the first step in the AER’s consigtain revising the network
Guideline and includes new classes of exemptions.

This paper seeks feedback from stakeholders ongeraf potential issues that the
AER has identified in developing a framework fotwerk exemptions.

12



6 The AER’s network Guideline

The key regulatory factor to consider when detemginvhether registration of a
network is required is whether the network is pdawy electricity to a third party for
any reason. A network comprises the physical agsetghich electricity is supplied

to another party. It can include a legal persompamtion, government department or
statutory body of any kind. An exemption may benggd to a network that satisfies
the conditions and requirements in the AER’s nekwauideline.

The network Guideline sets out network activitidseve an application for exemption
is not required (deemed exemption), network aatisitvhere registration is required
(registrable exemption) and network activities vehan application for exemption is
required (individual exemption).As is the caseha Exempt Selling Guideline, the
three broad classes of exemption defined in thear&tGuideline are, deemed
exemptions, registrable exemptions and individuaheptions.

Most exempt network activities will fall within deeed and registrable classes of
exemptions. Deemed exemptions apply automaticalgfigible classes of NSPs
without the need to register for an exemption \ligh AER. Registrable network
activities require no application to the AER, battain information must be provided
to the AER as part of the registration processleéwveloping the classes of deemed
and registrable exemptions, the AER has had rdgatte most common situations
for which NSP exemption applications have been nsauze the commencement of
the NEM. To be eligible for a deemed or registraibdemption, an applicant must fall
within a deemed or registrable exemption clas®gein the network Guideline. The
conditions of exemption outlined in the network @aline are binding on operators
covered by a deemed or registrable exemption.

Where an affected party wishes to vary or be exadufdom a condition, or when no
class exists which covers the network activitigssbich the applicant seeks
exemption, an individual exemption application maustmade to the AER, as these
activities are not covered by a defined exempteategory. Applications for an
individual exemption are granted by the AER on seelay-case basis in
circumstances where an applicant is unable to econfo all of the conditions
applicable to a registrable exemption or when agskxists which covers the
activities for which the applicant seeks exemption.

The AER’s network Guideline is not applicable tawark assets registered with
AEMO by a registered NSP. The network Guidelin®e alses not apply to an exempt
network registered by dntermediaryunder clause 2.9.3 of the NER.

The revision of the NSP registration classes ohgten, associated conditions and
the proposed application process are discusseninn t
6.1  Eligible classes of exemptions

The three classes of exemption defined in the n&tWaideline are deemed
exemptions, registrable exemptions and individuaheptions.

1 Under clause 2.9.3 of the NER, iatermediaryis, a person who is registered AgMO as a

Generatoror aNetwork Service Providenstead of another person who, in the absenca of a
exemption under clause 2.9.3, would be requirdzbteegistered as such under Ehdes.
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A deemed exemptiorapplies automatically to an NSP. No applicatianegeemption
to the AER is required, and an NSP covered by snddeexemption does not need to
register their activities with the AER. Table 1lmés the network activities that are
considered deemed exemptions and subject to thitmors detailed in Part B of the
network Guideline. Typically, deemed exemptionshapp small networks within
caravan parks, office buildings, flats/apartmeatsts, industrial parks and shopping
centres.

A registrable exemptiondoes not require an application to the AER, buiage
information must be provided as part of the regtgin process. This information is
set out in section 11, Part C of the network GuindelThe activities which are
covered by registrable exemptions are set out bi€T2, subject to the conditions
detailed in Part B of the network Guideline foruamber of network activities, both
during and after a transition period. Registrabiengptions are specific to the
applicant and are only effective for a particul@ss and for a particular site from the
date on which the eligible network is registeredtmmRegister of Exempt Networks
by the AER. Once this occurs the operator holdegistered’ exemption for that site.

Registrable exemptions are not transferable. Ifadrtiie information provided to the
AER for the purposes of registration changes duoingfter registration, an exempt
network may no longer meet the requirements f@gsstrable exemption. Where any
material information changes, the responsible pensost notify the AER of the
amending details within 10 business days of thegbato ensure that the registered
exemption remains valid, as set out in Part Cj@edtl of the network Guideline.
Affected parties that no longer meet the requiresér a registrable exemption, and
continue to operate an electricity network will dee apply for an individual
exemption without delay. The AER proposes to im@etra unified registration
process for both the network Guideline and Exenalir$§) Guideline to facilitate
applicants seeking an exemption from both seteqiirements.

An individual exemption may be granted by application to the AER on a-tgse
case basis for affected parties that do not meetriteria for a deemed or registrable
exemption or when no class exists which coversattiities for which the applicant
seeks exemption. The conditions attached to indalieéxemptions are likely to be
tailored to the scope and nature of the activibeing undertaken. Individual
exemptions are specific to the applicant and ahg @ffective for a particular class
and for a particular site from the date on whiah etigible network is registered on
the Register of Exempt Networks by the AER. Ong® dlecurs the operator holds an
‘individual’ exemption for that site. Individual exemptions ao¢ transferable. The
AER proposes to implement a unified applicationcess for both the network
Guideline and Exempt Selling Guideline to faciktaipplicants seeking an exemption
from both sets of requirements.

Historically, the conditions governing network adies where an application for
exemption is not required and where an applicasarquired have been in separate
documents, as set out in Attachments 1 and 2. &henetwork Guideline categorises
classes of exemptions in one document. The Exeelph& Guideline maintains a
similar distinction in categorising exemptions. TAEER aims to have a nationally
consistent approach to both guidelines to the ¢xtessible because of the synergies
in their application to situations in retail onggll and networks.
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Classes of exemption in the network Guideline #uatlabelled ‘ND_’ are ‘network
deemed’ classes and are aligned to the Exemph&&Huideline classes labelled
‘D_". Applicants should refer to Attachment 1 oeteExempt Selling Guideline to
determine eligibility for a deemed exemption. Thesses of exemption labelled
‘NDO_’ are ‘network deemed other’ classes, and havequivalent class in the
Exempt Selling Guideline. Applicants should refethiie network Guideline to
determine eligibility for a network deemed exemptio

Similarly, classes of exemption in the network itk that are labelled ‘NR_’ are
‘network registrable’ classes and are aligned éoERempt Selling Guideline classes
labelled ‘R_". Applicants should refer to Attachm@nof the Exempt Selling
Guideline to determine eligibility for a registral@xemption. Classes of exemption
labelled ‘NRO_’ are ‘network registrable other’ st&s, and have no equivalent class
in the Exempt Selling Guideline. Applicants shordéer to the network Guideline to
determine eligibility for a network registrable exgtion. The ‘NRI" exemption class
represents ‘network registrable individual’ exerap8. This refers to individual
exemptions that may be granted upon applicatidghdAER.

The classes of exemption in both guidelines ardaipmowever, there are a number
of exceptions that should be noted. Class D5 fioenBxempt Selling Guideline is not
applicable to network exemptions as this categppfies only to gas onselling.

As noted earlier, the AER has recognised that abenrof past network exemption
applications have arisen for new activities. Onaneple is generator related
connections motivated by demand-management opptiegior greenhouse gas
abatement measures. Other situations which haserewhich may lead to an
occasional need for exemption relate to temporkastrecity supplies on major
construction sites and to electric vehicle chargitagions. There are three new
deemed exemptions categories specific to NSPs eTdres

= off-market energy generation (NDO1);
= temporary supply for defined purposes (NDO2); and,
= electric vehicles (NDO3).

Similarly, there are two registrable exemptiong #ra not found in the Exempt
Selling Guideline. These are:

= off-market energy generation connected to the NEMavprivate connection
(NROL);

= on-market energy generation connected to the NEEMa\private connection
(NRO2); and,

The difference between off-market and on-markeegaion is that off-market
generation equipment does not need to be registatedAEMO while on-market
generation equipment does. Further explanatiorbednnd in the dictionary included
in this consultation paper and on the AEMO websitey.aemo.com.au.

When drafting the classes of exemption of the ngtv@uideline, the AER has
attempted to define the various classes as claarpossible. Nevertheless there is the
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potential for overlap between classes dependinfp@particular circumstances of the
applicant. The applicant will be required to berapéed under both classes if a
variety of consumers are serviced; or the most@ppate class, if two classes can be
applied to one consumer.

As an example, a caravan park may serve holidayrsakovered by the deemed
exemption ND3, and permanent residents, who faleuthe registrable exemption
NR4. The owner/operator of the caravan park woulg be required to apply for a
registrable exemption with respect to the permaresitients but would need to
ensure compliance with the relevant conditionsefich class of exemption for the
relevant customers (both permanent residents aithionakers).

Reflecting the variety and complexity of residenéi@angements, there are several
classes that could potentially cover a residesttahtion.

= ND1 will apply where common area energy costs acevered through body
corporate fees, perhaps in an apartment building.

=  ND2 will apply where metered energy is onsold bgradlord to less than
12 residencies. This might include dwellings sushiaits, standard
apartments or flats.

= ND4 covers residential situations that do notdialdler residential tenancy
legislation including hostels, rooming houses aodrding houses.

= Persons operating under state or territory stidavtill fall under the
registrable exemption NR2.

= Retirement villages have previously not had a ndtvweaemption category;
however, NR3 is a specific network registrable epom class for retirement
villages.

= Caravan parks, residential parks and manufacturetklestate sites selling to
residents who principally reside there will fallder the registrable exemption
NR4.

Similarly, there are also several classes thabpgty to a commercial tenancy.

= ND1 may apply where common area energy costs asedan using body
corporate fees.

= ND7 will be applicable to networks where a commoeadee is applied to a
commercial development.

= NR1is designed to capture energy use in premigbswveommercial
tenancies that may not fall under either ND1 or ND7

Separate metering is a condition for exemption utfte network Guideline. This is
discussed in section 7.2 of the Consultation Paper.AER does recognise, however,
that Queensland has historically allowed unmetetggply of electricity to some
customers. As a result, class ND6 is designedaavdbr the exemption of unmetered
energy supplied to small customers and will onlyapplicable to Queensland.
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A separate class of exemption has also been deactfop large customers (NR5),
reflecting that the relationship between large @ogrs and retailers is not addressed
by the Customer Framework (with the exception tditer of last resort
arrangements). That is to say that the AER expgas customers to operate under
negotiated commercial arrangements.

Should an affected party consider the classesiméitwork Guideline do not cover
their specific circumstances, or require a varratmthe conditions in a deemed or
registrable exemption category, they may lodgepti@ation under NRI for an
exemption. This class generally operates in a amshme manner as the individual
exemption class in the Exempt Selling Guideline.

On request, the AER will provide guidance on hoesd¢lasses of exemption operate
to parties seeking clarification of the network @aline. However, the AER will not
provide advice in regard to whether a party mdet<ctiteria for a deemed, registrable
or individual exemption. The AER recommends potdrapplicants obtain
independent legal advice before relying upon a @éekeexemption, seeking
registration under a registrable exemption or apglyor an individual exemption.

Q2: Are the classes of exemption clear and easikgrpreted?

Q3: Are there any other network situations that k&holders consider would
warrant a separate exemption category?
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Table 1 — Deemed classes of exemption

Class Activity Deemed exemption applicable to:

ND1 Bodies corporate or owners’ corporations that Current and future onsellers
pass on the cost of unmetered energy for
common areas through body corporate fees

ND2 Metered energy onselling by residential Current onsellers and onsellers who
landlords or lessors to less than 12 residences commence operation prior to
1 January 2015
ND3 Metered energy onselling to short term residentSurrent onsellers and onsellers who
in holiday accommodation commence operation prior to

1 January 2015

ND4 Energy onselling in residential situations not  Current onsellers and onsellers who
covered under residential tenancy legislation commence operation prior to
1 January 2015
ND5 There is no class ND5 — the equivalent retail Not applicable

guideline class applies only to gas onselling

ND6 Persons onselling unmetered electricity in Current onsellers and onsellers who
Queensland to small customers for use within commence operation prior to
the limits of a site that they own, occupy or 1 January 2015
operate

ND7 Landlords or lessors passing on common area Current and future onsellers
energy costs to premises in commercial
developments

ND8 Exemption for persons engaged in the onsellingCurrent and future onsellers
of energy to a related company

NDO1? Off-market energy generation by equipment  Energy generation installations not
owned, operated or controlled by a third-party intended to supply network support or

and connected to the NEM via a private demand management services to the
electricity connection NEM

NDO2 Temporary supply for the construction and Incidental supply at cost to facilitate
commissioning phase of building, civil, bona fide construction and
construction industrial, transport, mining or commissioning of new facilities on the
other projects same or an adjoining site

NDOZ Electric vehicle charging station within an Current and future onsellers subject to
embedded network an agreed commercial arrangement

Note: Classes of exemption in the network Guidetre labelled ‘ND_’ are ‘network deemed’
classes and are aligned to the Exempt Selling Go&eApplicants should refer to
Attachment 1 of the Exempt Selling Guideline toedatine eligibility for a deemed
exemption.

Classes of exemption labelled ‘NDO_’ are ‘netwodethed other’ classes, and have no
equivalent class in the Exempt Selling Guidelinppkcants should refer to the network
Guideline to determine eligibility for a networketaed exemption.

2 This category applies only to the network to wahiice generator is connected. Generator registratio
and exemptions are handled by AEMO.
® Note that no exemption is required if the chagdrility is directly connected to a distributor.
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Table 2 — Registrable classes of exemption

Class Activity Registrable exemption Application fo individual
exemption

NR1 Energy onselling by Registrable for current Required for those who
commercial/ retail landlords onsellers and those who commence onselling on or
or lessors. commence onselling before  after 1 January 2015.

1 January 2015

NR2 Persons operating under  Registrable for current Required for those who
state or territory strata title onsellers and those who commence onselling on or
(or similar) legislation and commence onselling before after 1 January 2015.
onselling metered energy. 1 January 2015

NR3 Retirement villages Registrable for onsellers Required for those who
operating under state or commencing onselling before commence onselling on or
territory retirement village 1 January 2015 after 1 January 2015.
legislation and onselling
metered energy.

NR4 Metered energy onselling in Registrable for currentand  Only where exempt seller
caravan parks, residential  future onsellers believes conditions of
parks and manufactured exemption are not appropriate
home estates to residents for their situation.
who principally reside there.

NR5 Persons engaged in Registrable for currentand  Only where exempt seller
onselling metered energy to future onsellers believes conditions of
large customers. exemption are not appropriate

for their situation

NROT  Off-market energy Energy generation Only where exempt party
generationby equipment installations intended to believes conditions of
owned, operated or supply network support or exemption are not appropriate
controlled by a third-party demand management servicesfor their situation
and connected to the NEM to the NEM
via a private electricity
connection

NROZ  On-market energy Energy generation Only where exempt party
generationby equipment installations required to be believes conditions of
owned, operated or registered with AEMO exemption are not appropriate
controlled by a third-party for their situation
and connected to the NEM
via a private electricity
connection

Note: Classes of exemption in the network Guidehre labelled ‘NR_’ are ‘network registrable’

classes and are aligned to the Exempt Selling Go&eApplicants should refer to
Attachment 2 of the Exempt Selling Guideline toedatine eligibility for a registrable

exemption.

Classes of exemption labelled ‘NRO _’ are ‘netwargistrableother’ classes, and have no
equivalent class in the Exempt Selling Guidelinpplcants should refer to the network
Guideline to determine eligibility for a networkgistrable exemption.

* This category applies only to the network to whicé generator is connected. Generator registration
and exemptions are administered by AEMO.
® This category applies only to the network to wahice generator is connected. Generator registratio
and exemptions are administered by AEMO.
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Table 3 — Individual exemptions

Class Activity Registrable exemption Application fo individual
exemption
NRI Individual exemption of a  All approved applications Detailed application riegqd
network not otherwise
described

Note: Exemption class ‘NRI’ is ‘network registrabhdividual’ exemption and has no equivalent in
the Exempt Selling Guidelines. It applies to exaons to individuals made in accordance
with clause 2.5.1 of the NER.

6.2 Imposing conditions on exempt network service proders

Sections 13(3) and 13(4) of the NEL and clausel@} of the NER provide that the
AER may exempt a party from the requirement tostegias an NSP subject to
‘conditions as the AER considers appropriate.” Aditon can require an affected
party to meet an obligation that would apply tegistered NSP under the NER. An
affected party must comply with all conditions inged, and the AER may deal with a
breach of a condition as if it were a breach ofMi#R. The AER can vary or revoke
any condition it has placed on an affected party.

In developing the conditions associated with thevoek Guideline, the AER has
taken into account a number of network issues daiseing consultation of the
Exempt Selling Guideline in regard to life suppongtering accuracy and settlements
and transfers. The AER has also consulted with AEWi@netering conditions. As a
result of the issues raised in the AER'’s consultatin the Exempt Selling Guideline,
the AER'’s past experience in administering netwet&mptions and the consultation
with AEMO, the AER proposes to make conditionsalation to the areas set out in
Part B of the network Guideline.

The network Guideline outlines a number of condsito ensure that exempt
networks adopt appropriate arrangements for mattehsding:

* maintenance of safety standards,

*= metering installation and accuracy,

= compliance with necessary elements of AEMO procesitor data provision
and registration of metrology,

= resolution of disputes,
= maintenance of distribution loss factors, and
= pricing of network services.

Many of the conditions that apply under the Exe®glting Guideline do not apply
under the network Guideline. Further discussiothefconditions is contained in
section 7.

Q4: Do stakeholders agree that the general condisare appropriate for exempt
networks?
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Q5: Do stakeholders consider any further conditiohe included in the general
conditions for exempt networks?

6.3  Register of Exempt Networks

The AER maintains and publishes a Register of Exéepworks on its website. An
exempt network that holds an individual exemptiomegistered network exemption
will appear on the Register of Exempt Networks. AiER’s website also includes the
NSP’s application for exemption and the exemptistrument issued by the AER.

6.4  Registrable exemption application process

Registrable exemptions do not require an applinatiahe AER, but cover network
activities that must be registered with the AERedceive the benefit of an exemption.
Part C, section 11 outlines the information requeeats for a registrable exemption.
Registrable exemption forms can be downloaded tl@AER’s website and must be
made in writing and be submitted electronicallyite AER at
AERInquiry@aer.gov.gun accordance with information requirements setio Part

C of the network Guideline. The AER has developsthgle registration process for
both the network Guideline and Exempt Selling Glindeto facilitate applicants
seeking an exemption from both sets of requirements

The AER will acknowledge all registrations witheply email and provide details of
a contact person within the AER who will responaityy inquiries regarding the
registration. If any of the information providedttee AER for the purposes of
registration changes during or after registrattbe, AER should be notified within
10 business days of the change to ensure thatesgfisexemption remains valid.

The registered exemption applies to the operatoa fearticular site from the time
they are entered on the Register of Exempt Networks

Should an affected party seek to vary any conditessociated with a registrable
exemption, they no longer meet the requirementa fegistrable exemption, and
would need to apply for an individual exemption.

6.5 Individual exemption application process

Individual exemptions are granted by applicatiothi® AER on a case-by-case basis
for network activities that do not meet the criaefior a deemed or registrable
exemption. An application for an individual exengptimust be made in accordance
with the information requirements set out in Pars€xtion 12 of the network
Guideline. An application for an individual exengstican be downloaded from the
AER'’s website, must be made in writing and be suteahielectronically to the AER
atAERInquiry@aer.gov.auThe AER has developed a single application psotms
both the network Guideline and Exempt Selling Glindeto facilitate applicants
seeking an exemption from both sets of requirements

The AER will acknowledge all individual exemptiopications with a reply email
and provide details of a contact person withinAR&R who will respond to any
inquiries regarding the application. If any of th@ormation provided to the AER for
changes during or after the individual exemptiopli@ation is made, the AER should
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be notified within 10 business days of the chamgenisure that individual exemption
remains valid.

Applications for variation of conditions must exiplan persuasive terms why the pre-
defined conditions will result in an excessive agpry burden and demonstrate how
relief from the conditions will better serve custns1 The AER may request
additional information from applicants prior to pessing an application for
exemption. The AER is empowered to consult affestalleholders on any
application for exemption. This consultation mafgef only a small number of
parties if a small private network is involved where an application has potential to
affect larger groups of customers, may involveranfd public process. In accordance
with clause 2.5.1 of the NER, the AER will decitie scope of consultation on a
case-by-case basis.

The individual exemption applies to an operatordgarticular site from the time
they are entered on the Register of Exempt Netwdie AER will inform the
applicant of the AER’s decision regarding the aggilon for the grant or variation of
the individual exemption.

6.6  Revocation of an exemption

Part C, section 13 of the network Guideline outlittee AER’s approach to
revocation of an exemption.

The AER can revoke any network exemption. The gisiufor revocation are that the
AER is satisfied that there has been a materikireaby the exempt party to meet the
conditions imposed on them. The AER will considé&atvconstitutes a ‘material
failure’ on a case-by-case basis as matters coroertattention.

Subject always to there being no immediate thie#te health or safety of any party
served by an exempt network and there being norselWapact on a connected
network or on market operations, the AER will aliggyprocess for revocation of a
network exemption to the equivalent process impas&kction 120 of the Retall
Law for retail exemptions.

Q6: Do stakeholders consider the criteria for reaton are appropriate for exempt
networks?

Q7: Do stakeholders consider the proposed proceassand reasonable?
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7 Issues for discussion

The AER seeks feedback on a number of issuescplantiy around relevant matters
to consider under the general conditions, safetyraatering elements of the network
Guideline. These are discussed below.

7.1 General Conditions

General conditions are those conditions which tB®RAonsiders should apply to all
exempt networks, regardless of circumstance, uniased in writing by the AER.
The conditions are intended to ensure all onsofuiggnis subject to appropriate
metering, access to a dispute resolution processha relevant safety standards are
observed. The general conditions would only beecawhere the AER is satisfied
that doing so will materially reduce or eliminatestomer detriment.

The peak body which oversees measurement in Aiasisahe National
Measurement InstituteThe electricity industry overall is subject to jhesdiction of
the Institute in determining metering standardseréfore it follows that the standards
that apply in an embedded network are also sutpettie same requirements for
metering accuracy.

The first general condition, found in Part B, seatb(1) of the network Guideline is
designed to ensure metering standards are maidtdineughout exempt networks.
As of the commencement date of the network Guideltl meters used in an exempt
network must comply with the requirements of theidiaal Measurement Institute for
electricity meters and sub-meters and with theirements set out in schedule 7.2 of
the NER. Further discussion of metering standagdigund in section 7.2.

Q8: The AER considers common standards for the a@my of metering will
benefit consumers. Do stakeholders agree with tggproach?

The second general condition ensures that all mest®in an exempt network be
individually metered. Special consideration mayh&n to accommodate variations
in metering requirements across jurisdictions. AR®R does not approve unmetered
supplies of electricity except in unique or excepél circumstances. This condition is
outlined in Part B, section 5(2) of the network @aline. The AER recognises that it
is a general requirement that all products soldetivered by volume in Australia are
subject to strict requirements for accurate measeng.

Q9: The AER considers that electricity should nat breated to any other service or
product with regard to metering. Do stakeholdersrag with this approach?

The third general condition is designed to enshiat éxempt networks meet all
applicable standards for safety and security opfgeand property in the relevant
jurisdiction. Although the AER may exempt a netwéxkm some obligations under
the NEL and the NER, the AER has no power to waafety requirements. This
condition is included to ensure that no misundeditegy arises because an exempt
network operator has wrongly assumed exemption smearsafety standards apply.
Some safety standards are applied on a national $1ash as the Wiring Rules. Other
safety requirements are jurisdiction specific. Tihidudes having a current or

® See: http://www.measurement.gov.au/Pages/defspit.a
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maintaining a safety management plan (or simila)it registered or unregistered
with a competent jurisdictional safety authorityregulatory agency. This condition
is outlined in Part B, section 5(3) of the netw@uideline.

Q10: The observance of safety standards is essefdraconsumers to have
confidence in exempt networks. Do stakeholders a¢dasthe AER’s condition will
achieve this objective?

The fourth general condition ensures that whereling occurs the network operator
will be either an authorised retailer, or hold @med, registrable or individual
exemption as outlined in the Exempt Selling GuitliThe network Guideline and
the Exempt Selling Guideline operate in conjuncttin one another. This condition
is designed to ensure that network operators utadetghat an exemption in one
category does not simultaneously provide an exemjii the other. Separate
exemptions must be validly held or granted by tlERAThis condition is outlined in
Part B, section 5(4).

Q11: As regulatory gaps can arise when related witiees are authorised under
different legislation the AER considers that thisass-over condition will minimise
the prospect of a gap arising in the retail onsatj framework. Do stakeholders
consider the AER’s condition will be sufficient fahis purpose?

Similarly, the fifth general condition requires tbeempt NSP be covered by
approved dispute resolution procedures. A fundaat@dment of ensuring a balance
exists in the relationship between a service pvahd an energy consumer is access
to an appropriate mechanism to air and resolveutksp Where retail onselling is
occurring under the Retail Law and a dispute resmlunechanism is available under
the Retail Law, the same arrangement may applihioresolution of disputes in
network activities. In all other exempt networke ¥hER will require that a suitable
dispute resolution mechanism must be specifietlerfarmal agreements between the
network owner and the end-user. ‘A suitable dispeselution mechanism’ is
considered by the AER to be a mechanism that dilyeavailable to both parties on
reasonable terms, be fair and even handed in agprappropriate to the
circumstances of both parties to the grievancecapdble of achieving a timely
resolution of the dispute. This condition is owttinin Part B, section 5(5) of the
network Guideline.

| Q12: Do stakeholders have any suggestions which Maonprove this condition?

Aggregation of energy readings sometimes occursnahtenant within a network
expands into other sites served by the same embeudeork operator. Depending
on the commercial arrangements there may be sofume@urchasing discount
available to the tenant. The AER does not conglteenetwork metering
arrangements should unduly inhibit access to suemgements. The sixth general
condition described in Part B, section 5(6) of leéwvork Guideline, states that where
there is a common supply arrangement and suitaétering is installed, meter
readings for that customer may be aggregated foegoonding time periods. This
will apply where the energy is being delivered dpoaning premises or multiple
exempt premises within a jurisdiction. This coratitiallows the practice of
aggregation to occur but does not require thatéio Whether it does or not is a
commercial matter for the network energy supphedétermine with their customers.
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Q13: Do stakeholders consider aggregation shouldpeemitted in exempt
networks? If so, why? Or why not?

The seventh general condition described in PaseBtion 5(7) of the network
Guideline relates to the exemption applicant. \ih#hgrowth in embedded networks
and innovative energy solutions the AER considersportant to ensure that
embedded network operators remain accountablerdpidly changing commercial
world ownership of a network may change hands sétienes over the lifetime of the
network. By requiring that each new owner regititeir details upon acquiring a
network the AER will be better placed to ensuredtaerly conduct of embedded
network operators. Applications for exemption avasidered specific to the applicant
and do not apply to the site regardless of ownprgkm exemption is therefore not
transferable. This condition is designed to ensimeoperators understand the
conditions under which they may operate an exeraptork.

Q14: Do stakeholders consider the proposed registraarrangements are clear
and the information requirements to be sufficient?

The final general condition described in Part Btise 5(8) of the network Guideline
outlines the fact that the AER reserves the riglietoke the exemption at any time
or vary the conditions which apply to that exempptio

7.2  Metering

There are a number of general and specific comditibat relate to metering in the
network Guideline under Part B in sections 6, 7 &nd

The AER’s conditions with regard to metering ainetsure exempt networks are
consistent with the metering requirements in th&kN& NSPs and comply with the
requirements of the National Measurement Institute.

Under the general conditions of the network Guitelthe AER considers that

= all customers must be individually metered excelpene the AER has
determined an unmetered supply is permitted (PaseBtion 5(2))

= all meters used for the measurement of electrivatgyy must comply with the
requirements of the National Measurement Institoteslectricity meters and
sub-meters and with the requirements set out iackde 7.2 of the NER (Part
B, section 5(1)) and adhere to the accuracy clasgmdated in schedule 7.2
of the NER, unless exempt by the National Measungénmstitute (Part B,
section 6).

Unmetered supply has occurred in the past in marhedded networks. It is not a
practice that the AER supports in new installatigkecordingly, the AER’s preferred
position is that all onselling be subject to appiaie metering. Parties wishing to
deviate from the requirement may make an applindtoindividual exemption to the
AER in accordance with the requirements set osettion 12 of the network
Guideline.

Part B, section 6 of the network Guideline outligeaditions in regard to metering
installations and reconfigurations of an existiegwork. NSPs must ensure that all
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metering installations used in embedded or exemptarks are compliant with the
requirements of the National Measurement Instiflités condition does not require
pre-existing metering installations to be upgraded.

In relation to meter reading, the conditions in glaédeline state that meters be
installed in a reasonably accessible location wifitable access to facilitate meter
reading or have remote facilities to permit acdessurrent metering data either by a
readout device or by electronic means includingaweeb portal or other equivalent
facility (Part B, sections 6(2) and 6(3)).

Q15: Do stakeholders agree with the AER’s metericmnditions for exempt
networks?

Part B, section 6 of the network Guideline note #ikoff-market and on-market
energy generatiomstallations, must be metered in accordance \mghapplicable
requirements for direct connection to the NEM disttion or, where applicable,
transmission network. This requirement mirrors¢berditions which a registered
NEM NSP would impose through a connection agreenment the embedded
generator a party to that agreement. As the emidegielsvork is an interposed body,
the condition ensures that inappropriate meterirengements are not introduced for
market connected generators.

Q16: Do stakeholders consider the conditions that applicable to energy
generation appropriate?

The emergence of electric vehicles is likely to demand for battery charging
stations. This is a fledgling industry and the motleonnection is uncertain. Battery
charging facilities directly connected to the NEM aonsidered an ordinary load and
will be metered as such. However, if charging faes are connected within an
existing network which is not already an embeddetsvark, the charging facility will
cause the existing network to become an embeddedrieif the battery charging
facility is owned or operated by a third partyRart B, section 6 of the network
Guideline, the AER proposes this class be impleeterb support the development
of this technology. Note that the supply of elaxtyi from batteries for transport use
is a value-added service to the transport sectoichwis not regulated by the AER.

Q17: Do stakeholders have any comments on eleatekicles or electric charging
stations, and the conditions to be applied to them?

7.3 Distribution Loss factors

The settlement of the energy market relies on atewaccounting for energy losses.
These are estimated by the annual calculationstfiblution loss factors under
clause 3.6.3 of the NER. The AER regulates thea@brof distribution loss factors.
The AER takes the view that distribution loss faceguirements should avoid
placing an undue regulatory burden on exempt nétsvdn general the network
losses within small exempt network are not expetadie significant enough to
warrant close examination. However, for larger roek®s and generators there are
situations where losses may be significant. Thisrequire calculation of distribution
loss factors. A question arises as to what is samllwhat is large. The AER
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considers the classifications employed in the NE&ady deal with this distinction
and so the same classifications and process shtaddpply to embedded networks.

The definition of a small load under clause 3.6.8he NER is any load, or collection
of loads which, in total, is less than 10MW peakndad or 40 GWh per annum. Any
exempt network consuming a small load, as definedduse 3.6.3 of the NER, is to
utilise the distribution loss factor at the metepeiht of connection to the wider
network for all loads within that network. This glibution loss factor is to be applied
to all meters within the exempt network.

A network or generator that exceeds this definibba small load, will generally be
required to either utilise a site specific disttiba loss factor, which would need to be
calculated in accordance with the distribution lfiastor methodology published by
the local distribution network service provider. gvé that methodology is not
considered suitable the network operator and theeting party may jointly
approach the AER to seek approval for an alteraatiethodology.

Q18: Do stakeholders consider the AER’s approactttie application of
distribution loss factors to exempt networks to dygpropriate?

7.4  Pricing

In designing the pricing framework for exempt netkgothe AER has sought to cover
all foreseeable scenarios. Charges for exempt mk$wall into two significant
groups: either external network charges or intenealvork charges.

External network charges are those charges whighbmdevied by a registered NEM
NSP and charged to the parent meter of an exempbrie These charges are known
variously as ‘transmission use of system chargeds), ‘distribution use of system
charges’ (DUOS) and ‘network use of system char(dgOS) charges depending on
the jurisdiction in which the network is locatecheéEe charges reflect the energy
consumed in a network. Consequently, it is appad@iihat every customer of an
embedded network should bear their fair shareetttarges. This is generally
referred to as a ‘causer pays’ principle. The ABRsiders therefore that external
charges should be apportioned by an exempt netejekator to each customer in an
exempt network in proportion to their metered egexgnsumption over the
equivalent period.

Internal network charges are those charges whiakerto a direct return on the
investment in assets to provide a network to sereustomers. This is the role
performed by a registered NSP. The NEM framewosgktlsput the requirements a
party seeking to earn such income must fulfil idesrto claim revenue for a network.
A key aspect of the exemptions framework is that ihtended to apply to
circumstances where the supply of energy is notdine business of the applicant or
where imposing the requirement for registratiomadNSP can be demonstrated to be
contrary to the long-term interests of affectedstoners.

Where an exempt network exists within a buildingesidential, commercial or
industrial development, the AER expects the netveordts to have been capitalised as
part of the overall construction cost and includethe total lease-payments, fit-out
charges, strata fees or the like. The AER expéetsietwork cost to be treated as an
included item in the corresponding fee and notdditenal cost item. In all other
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circumstances a determination of the AER is requiefore a valid network charge
can be levied. The formal determination of netwchrges by the AER is a complex
and involved process, the costs of which will ulsulaé disproportionate to the scale
of an embedded network. An internal network sereittarge is unlikely to be
approved by the AER for an exempt NSP, exceptrm aad unusual circumstances.
Approval may be subject to the application of aljpuizenefit test.

Q19: Do stakeholders have any comments in relatiorihe AER’s approach to
external and internal network charges?

The network Guideline outlines a framework for deti@ing pricing by exempt
networks. The pricing framework outlined in Tableah also be found in the network
Guideline.

Table 3 — Network charges — applicable charge groumgs

Charge  Description Applicable situations

Group

A Bundled energy and external network tariff Altai onselling

B No additional network charge Unrestricted

C Value added services Registered exempt netwanlgs Greater

than 160MWh per annum usage.
Charging mechanism specified in a
commercial agreement.

D Separate charge for embedded network  Registered exempt networks only.
facilities Pricing determined by the AER.
E Rebated for exported energy Unrestricted

Charge Group A covers bundled energy and netwoifkstaMost energy users are
ultimately concerned with the overall expense efrtenergy consumption. The AER
expects a large proportion of onsellers will ofiedoundled price inclusive of all
external network charges. The critical point of pamison for the consumer is the
bundled price of energy and network charges torateze energy supply options.

The AER believes that most other exempt networlisfali into Charge Group B - no
separate charge for network access. This categomdvpermit the pro-rata
application of external network charges but thermal network is treated as part of
the baseline building or development service piowisA separate energy-only
charge may apply. The agreed cost for the estabéshor upgrade of a network to
meet customer requirements in accordance with a fide lease or ancillary
agreement between the network owner, operatormrater and the network
customer would be recovered under a separate agnteBuch capital charges may
be subject to normal commercial financing arrangese

Charge Group C applies only in the case whereiatrable network owner, operator,
or controller provides value-added services toamsts, such as on-site fault repairs.
The group is intended to apply to large commeranaystrial and mining situations
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with metered loads greater than 160 MWh per annuanesite generation exporting
to the NEM.

In rural and remote areas, an exempt network naagterse long distances,
sometimes crossing hundreds of kilometres of pubiit private land, most notably
when serving remote mining developments. The ndétwaay have been granted
exemption by the AER; however, the AER consideesptovision of a network
service to isolated communities, individual landdmgs and to support a range of
essential and community services should still meraged. So, where it can be
demonstrated that access to the NEM would not wikerbe available except at
significant cost to the affected customers, an gtematwork may provide services to
support infrastructure, isolated communities, comityuand emergency services,
farms and pastoral holdings and unrelated load®perators on reasonable
commercial terms.

The AER considers that charging under Charge Gibugll only be permitted in
exceptional circumstances. Parties wishing to aazommercial return on their
network assets will generally be required to regias an NSP. Pricing in Charge
Group D is likely to require lengthy engagementwiie AER to determine an asset
value, a revenue entitlement and an appropriaténgrstructure generally in
accordance with chapter 6 or 6A of the NER. Ibdpexted that the compliance costs
involved with this mechanism will generally outwkithe benefits for small networks
and will follow essentially the same process asgastered network service provider.

Charge Group E is in place to ensure that generatithin an exempt network that
earn credits for energy exported to the NEM recémesfull value of those credits. A
situation can arise when an embedded generatoitiedly smaller in output than the
native load of the network in which it is embeddédhe load reduces or ceases
altogether, the generator will then export to tiEMN The AER does not consider it
appropriate for the NSP to retain the benefit efldis earned by the generator. All
credits must be rebated to the embedded genemtibnmwre than one, to each
embedded generator in proportion to the creditseshr

Q20: Do stakeholders have any comments in relatiorthe AER’s approach to
Charge Groups outlined in the network Guideline?

Q21: Should any other charge groups be permittedthy AER? If so, why?

Q22: Do stakeholders have any comments in relatiorthe requirements for
registration or application for an individual exentn.

Q23: Are there any other matters the AER has nohswmlered in this draft network
Guideline which stakeholders believe should be asikfed?
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Attachment 1. Specific NSP Exemption Guideline

Guidelines for exemption from the requirement to rgister as a network service
provider (Issued July 1998)

Introduction

1.

2.1.

2.2.

2.3.

2.4.

3.1.

3.2.

Section 9(1) of the National Electricity Lawdatciause 2.5 of the National
Electricity Code require all network service prosisl (NSPs) to register with
NEMMCO.

Clause 2.5 Registration of NSPs is designeshsuire that they are subject to
the relevant provisions of the Code in relation to:

system security.Chapter 4 of the Code prescribes facilities anabastrequired
of NSPs to ensure system security is maintaineis. iStsupported by parts of
chapter 5;

network standards. The standards for the network are defined in cligfie
and 7. These standards ensure that end users aket participants can rely on
the network to provide the appropriate quality wbgly;

pricing. The mechanisms for pricing of the network servieedefined in
chapter 6; and

dispute resolution.The Code ensures that participants and intending
participants have access to appropriate alterndispite resolution processes,
through chapter 8.

The National Electricity Code Administrator (NE) may, in accordance with
guidelines issued by it from time to time, exempy person or class of persons
otherwise required to register with the Nationadglicity Market Management
Company (NEMMCO) as a network service provider (INfs&mM:

the requirement to register as an NSP; or

the operation of chapter 5 of the NationaicElcity Code and the requirement
under chapter 5 to provide an access undertakittietdCCC subject to such
conditions as NECA deems appropriate where in NEB@&inion an exemption
is not inconsistent with the market objectivesha Code objectives.

These guidelines are issued to assist padelsrgy exemptions under clause
2.5 of the Code. NECA may vary these guidelinemftioe to time, subject to
clause 2.5(e) of the Code.

The granting of any exemption under clauseothe Code does not reduce
any obligation placed on an NSP under any othéutsty or other provisions.
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Principles

6.

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

6.7.

6.8.

The following principles will be applied to @ss each application:

the relevant network should be wholly corgdimvithin premises owned or
controlled by the applicant;

the provision of the network (and any supylglectricity to other parties) must
be incidental to the business of the applicant;

standards or other regulatory controls shbalth place in respect of the
relevant network;

the granting of the exemption should not iypdmit access of parties to the
national electricity market contrary to the marébjectives (clause 1.3 of the
National Electricity Code);

the proposed charging regimes(s) governiad\tBP’s network should balance
the needs of the network provider and the end user;

an appropriate mechanism must exist for ¢iting of energy charges if users
of the network cannot access retailers. Jurisdiatibicence conditions or
regulations govern the on-selling of energy;

end users should have appropriate recoutbe iavent of disputes, for example
to the dispute resolution arrangements containethiapter 8 of the Code; and

the applicant should have obtained, or hapdied for exemption from relevant
jurisdictional requirements (eg under licensingthrer regulations).

Where an applicant satisfies NECA that prirespb.1 to 6.4 have been met,
exemption from the requirements of chapter 5 walhgrally be granted. If all
principles are met to the satisfaction of NECA| @&demption will generally be
allowed.

Applications from NSPs which meet some butatloof the principles will be
assessed and, if the application is consistenttéhntent of clause 2.5 of the
Code, NECA may grant full or partial exemption.

General exemptions

9.

Consistent with these principles, NECA has gpdm series of general
exemptions from the requirement to register as 8R.N
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Applications for specific exemptions

10. NSPs which fall within one of the general epéions issued by NECA are not
required formally to seek specific exemption. N8Rd do not fall within those
general exemptions but that wish to seek a spesxienption from the
requirements of the Code must apply to NECA iningit Applicants may
submit their application in parallel to other appltions where similar
exemptions are being sought (e.g. from the requeregno have supply or other
licenses from jurisdictional regulators).

11. Applicants seeking exemption must state:

11.1 whether they are seeking (or have receivesinptions from other codes or
regulations governing the ownership or operationetfvorks, including details
of those exemptions or applications for exemptions;

11.2 whether they are seeking exemption from ¢lgeirement to register as an NSP
or just from the application of chapter 5 (and thguirement to provide an
access undertaking);

11.3 the precise network to be subject to the g@tem, including circuit diagrams if
necessary;,

11.4 what discussions have taken place betweespthiecant and the NSP to which
the relevant network will be connected,;

11.5 what arrangements are proposed for settitvgonle charges for parties using
the network; and

11.6 what arrangements are proposed for energgesde.g. fixed percentage of
total costs or direct access to retailers by tes)ant

12. NECA may request additional information froppkcants prior to processing
an application for exemption. NECA will normally\ase applicants of any
additional information required for the processaidgheir application within 10
working days of the application being received.

13. Decisions by NECA under clause 2.5 of the dveti Electricity Code are
reviewable by the National Electricity Tribunal.
Conditions

14. NECA may, pursuant to clause 2.5 of the Cplise conditions on any
exemptions granted.
Revocation of exemptions

15. NECA may revoke an exemption, or vary the doors imposed, if it forms a
reasonable opinion that the NSP no longer meete sorall of principles
required for exemption.

National Electricity Code Administrator
July 1998
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Attachment 2:  General Exemption Guideline

General exemptions from the requirement to registeas a network service
provider (issued August 2000)

NECA has granted the following general exemptioomfthe requirement to register
as a network service provider. Organisations thiatvfithin one of these general
exemptions do not need to make an application &pegific exemption.

Class of network Description Conditions
owner or operator

Caravan parks Mobile home parks, caravan parkgsAre A mechanism establishing the
where space is rented for a mobile or maximum price for on-selling of
semimobile dwelling, where the provision energy must be in place.
of power is part of the contract of rental.

Office buildings Large complexes where floorsmtividual A mechanism establishing the
offices are rented or leased on a short or maximum price for on-selling of
long term basis, and electricity is supplied energy must be in place.
as part of the building infrastructure and
either separately metered or charged on a
basis agreed at the time of the lease.

Flats / apartments /  Groups of individual dwejsrsharing Where the network is supplied
common walls where electricity is at no cost or a nominal fee and
reticulated as part of the building either:
infrastructure.

1. access to retailers is available
to occupiers; or

2. electricity is made available
on terms negotiated as part of
the purchase or hiring
arrangement and a mechanism
exists for setting the maximum

price.
Units Groups of individual dwellings on a Where the network is supplied
common or shared title. at no cost or a nominal fee and

either:

1. access to retailers is available
to occupiers; or

2. electricity is made available
on terms negotiated as part of
the purchase or hiring
arrangement and a mechanism
exists for setting the maximum
price.
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Industrial parks Large areas where land and mgklare
leased.

Where:

1. the network is supplied at no
cost or a nominal fee and access
to retailers is available to
tenants; and

2. standards for the network are
agreed with the local network
service provider

Shopping centres Groups of shops and offices owgex
single entity or sharing a title where
electricity is reticulated as part of the
building infrastructure

Where the network is supplied
at no cost or a nominal fee and
either:

1. access to retailers is available
to tenants; or

2. electricity is made available
on terms negotiated as part of
the hiring arrangement and a
mechanism exists for setting the
maximum price.

National Electricity Code Administrator
August 2000
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