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Shortened forms

ABS Australian Bureau of Statistics

AR allowed revenue

2007-08 to 2011-12 regulatory control period 1 July 2007 to 30 June 2012

NER National Electricity Rules

opex operating expenditure

RAB regulatory asset base

WACC weighted average cost of capital
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Clause 6A.13.4 of the National Electricity Rules (NER) requires the Australian Energy
Regulator (AER) to make a transmission determination in relation to its final decision for
Powerlink. In accordance with clause 6A.2.2 of the NER, this transmission determination
consists of:

® a revenue determination for Powerlink in respect of the provision by Powerlink of
prescribed transmission services

® adetermination relating to Powerlink’s negotiating framework

® a determination that specifies the negotiated transmission service criteria that apply to
Powerlink

® adetermination that specifies the pricing methodology that applies to Powerlink.

Revenue determination

In accordance with clause 6A.4.2(a) of the NER, the AER has determined a revenue
determination specifying the following matters applicable to Powerlink for the 2012-13 to
2016-17 regulatory control period:

® the method for calculating the total revenue cap and the amount of the estimated total
revenue cap

® annual building block revenue requirement for each regulatory year of the regulatory
control period

® the method of calculating the maximum allowed revenue (MAR) for each regulatory year
of the regulatory control period

® the method for indexation of the regulatory asset base (RAB)
® performance incentive scheme parameter values

® efficiency benefit sharing scheme parameter values

® commencement and length of regulatory control period

®  other amounts, values and inputs used by the AER.
Negotiating framework

The NER requires certain transmission services (negotiated transmission services) to be
provided on terms and conditions of access that are negotiated between the transmission
network service provider (TNSP) and the service applicant. Each TNSP is required to prepare
a negotiating framework, which sets out the procedure to be followed during negotiations. The
negotiating framework must comply with and be consistent with:

® the applicable requirements of a transmission determination applying to the provider
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® the minimum requirements for a negotiating framework, which are set out in clause
6A.9.5(c).

The document at part 2 of this transmission determination is the negotiating framework that
the AER has determined will apply to Powerlink for the 2012-13 to 2016-17 regulatory control
period.

Powerlink may seek to amend or replace its negotiating framework at the time it submits its
revenue proposal for the regulatory control period commencing 1 July 2017, by submitting a
new proposed negotiating framework in accordance with the NER as in force at that time.

Negotiated transmission service criteria

Clause 6A.9.4 requires the AER to set out the criteria that apply to a TNSP in negotiating the
provision of negotiated transmission services, specifically:

® the terms and conditions of access for negotiated transmission services, including the
prices that are to be charged

® access charges that are negotiated by the provider during that regulatory control period.

The criteria must also be applied by a commercial arbitrator to resolve disputes about
negotiated transmission services, specifically:

® the terms and conditions of access for the negotiated transmission service, including the
price that is to be charged for the provision of that service by the TNSP

® access charges that are to be paid to, or by, the TNSP.

The AER has determined that the negotiated transmission service criteria at part 3 of this
transmission determination will apply to Powerlink for the 2012-13 to 2016-17 regulatory
control period.

Pricing methodology

The NER defines a pricing methodology by the pricing principles as set out in rule 6A.23.
Each TNSP is required to prepare a proposed pricing methodology which must give effect to
and be consistent with the pricing principles for prescribed transmission services and must
comply with the requirements of the AER’s pricing methodology guidelines.

The document at part 4 of this transmission determination is the pricing methodology that the
AER has determined will apply to Powerlink for the 2012-13 to 2016-17 regulatory control
period.
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Revenue

Method for calculating total revenue cap

The value of Powerlink’s total revenue cap will be the sum of its maximum allowed revenues
for each year of the 2012-13 to 2016-17 regulatory control period. The AER determines an
estimated total revenue cap of $4679.1 million ($nominal) for Powerlink for the 2012-13 to
2016-17 regulatory control period.

Powerlink’s annual building block revenue requireme nt

The AER determines the annual building block revenue requirements for Powerlink as shown
in table 1.1.

Table 1.1 AER final determination on annual buildin g block revenue requirement
($million, nominal)

Return on capital 553.3 610.8 657.7 688.8 723.6 3,234.1
Regulatory depreciation 41.0 53.6 77.3 95.2 104.7 371.8
Operating expenditure 181.8 193.7 203.7 216.9 229.0 1,025.1
Efficiency benefit sharing -2.7 -0.7 -3.0 2.3 - —4.0

scheme (carryover amounts)
Net tax allowance 115 125 134 15.4 17.0 69.7

Annual building block revenue 784.9 869.8 949.2 1,018.6 1,074.2 4,696.7
requirement (unsmoothed)

Source: AER analysis.
Method of calculating Powerlink’s maximum allowed r evenue

The AER has determined that the method of calculating Powerlink’'s MAR for each year of the
2012-13 to 201617 regulatory control period will be the sum of its allowed revenue (AR) for
that year and adjustments arising from the AER’s service target performance incentive
scheme (STPIS) and any approved pass through amounts.

The AER determines Powerlink’s AR for 2012-13 is $835.0 million. The 2012-13 AR value
may be adjusted for any service standards incentive rewards or penalties carried over from
the 2007-08 to 2011-12 regulatory control period, as determined in accordance with the
AER’s 2007 revenue cap decision for Powerlink.

Powerlink’'s AR for subsequent years of the 2012-13 to 2016-17 regulatory control period
requires an annual adjustment based on the previous year’'s AR and is calculated using the
CPI-X methodology:

AR, = AR; % (1 + ACPI) x (1 — X))
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where:

AR

ACPI

X

the allowed revenue
time period/financial year (fort =2, 3, 4, 5)

the annual percentage change in the ABS consumer price index
(CPI) all groups, weighted average of eight capital cities from March
inyeart—2toMarchinyeart—1

the smoothing factor of 3.02 per cent.

The MAR is determined annually by adding to (or deducting from) the AR, the STPIS revenue
increment (or revenue decrement) in accordance with clause 6A.7.4 of the NER, and any
approved pass through amounts in accordance with clauses 6A.7.2 and 6A.7.3:

MAR,

where:
MAR

AR

ct

allowed revenue + performance incentive + pass through

(ran) )
AR+ +P

2

t

the maximum allowed revenue
the allowed revenue

the revenue increment or decrement determined in accordance with
the service target performance incentive scheme

the pass through amount that the AER has determined in
accordance with clauses 6A.7.2 and 6A.7.3 of the NER

time period/financial year (fort =2, 3, 4, 5)

time period/calendar year (for ct = 2, 3, 4, 5).

Table 1.2 sets out the timing of the annual calculation of the AR and performance incentive.

1

As required under clause 6A.24.4(c)(2)(iii) of the NER, a TNSP must also adjust the MAR for under or over

recovery amounts in accordance with clause 6A.23.3(c)(2)(iii).
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Table 1.2 Timing of the calculation of allowed reve nues and the performance

incentive
2 1 July 2013-30 June 2014 2 1 January 2012-31 December 2012
3 1 July 2014-30 June 2015 3 1 January 2013-31 December 2013
4 1 July 2015-30 June 2016 4 1 January 2014-31 December 2014
5 1 July 2016-30 June 2017 5 1 January 2015-31 December 2015

Based on this methodology, he AER’s forecast of Powerlink’s annual expected MAR for the
2012-13 to 2016-17 regulatory control period (using a forecast CPI, and without revenue
increment or decrement in accordance with the STPIS and pass through amounts) is shown
in table 1.3.

Table 1.3 AER’s forecast of the annual expected max imum allowed revenue for
Powerlink ($m, nominal)

MAR (smoothed) 835.0 882.6 933.0 986.2 1042.4 4679.1

Source:  AER analysis
Method for indexation of the regulatory asset base

The AER has determined that the method for indexing Powerlink’s RAB for each year of the
next regulatory control period will be the same as that used to escalate its AR for that relevant
year—that is, to apply the annual percentage change in the most recently published
Australian Bureau of Statistics’ (ABS) CPI all groups, weighted average of eight capital cities.
For Powerlink, this will be the March quarter CPI. This method will be used to roll forward
Powerlink’'s RAB for the purposes of the AER’s transmission revenue determination for the
regulatory control period commencing on 1 July 2017.

Performance incentive scheme parameters

The AER has determined the values for the performance targets, caps, collars and weightings
for each of the parameters for the service component and market impact component of the
STPIS applicable to Powerlink for the 2012-13 to 2016—17 regulatory control period. These
are shown in table 1.4 and 0.
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Table 1.4 Powerlink service component performance t  argets, caps, collars and
weightings to apply for the 2012-13 to 2016—17 regu  latory control period

Transmission circuit availability parameter

Peak transmission circuit availability (per cent) 98.31 98.76 99.20 0.10
Transmission line availability (per cent) 97.60 98.76 99.92 0.10
Transformer availability (per cent) 98.27 98.76 99.24 0.10
Reactive plant availability (per cent) 94.45 97.15 99.84 0.15

Loss of supply event frequency parameter

>0.10 system minutes (number of events per annum) 6 4 2 0.15

>0.75 system minutes (number of events per annum) 2 1 0 0.30

Average outage duration parameter

Average outage duration (minutes) 1306 859 412 0.10

Total service component weighting 1.00

n/a Not applicable.
Source: AER analysis.

Table 1.5 Powerlink market impact component perform  ance target, cap and
weighting to apply for the 2012-13 to 2016-17 regul  atory control period

Market impact parameter (number of dispatch intervals) n/a 1420 0 2.00

Source:  AER analysis
Efficiency benefit sharing scheme parameters

The AER has determined the values for the efficiency benefit sharing scheme (EBSS)
parameters that are to apply to Powerlink in the 2012-13 to 2016-17 regulatory control
period, subject to adjustments required by the EBSS. These values are set out in table 1.6.

Table 1.6 AER forecast controllable opex for EBSS p  urposes ($million, 2011-12)

Forecast opex for EBSS purposes 162.7 168.6 172.3 178.7 183.4 865.8
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To calculate EBSS carryover amounts, the AER will adjust total forecast opex using the
method proposed by Powerlink in appendix Q to its revised regulatory proposal if:

® actual demand growth is less that the summer low economic growth 50 per cent
probability of exceedance demand forecasts from its Annual Planning Report 2011
Update and actual total asset value is less than forecast, or

® actual demand growth is greater that the summer high economic growth 50 per cent

probability of exceedance demand forecasts from its Annual Planning Report 2011
Update and actual total asset value is greater than forecast.

The AER will exclude the following cost categories from the EBSS for calculating EBSS
carryovers:

® debt raising costs

®  network support costs
® insurance costs

® self insurance costs

® movements in provisions.

Commencement and length of regulatory control perio d

The regulatory control period will be five years, commencing on 1 July 2012 and ending on
30 June 2017.

Other amounts, values and inputs

The AER has also determined the following values that could not be determined before the
submission of the revenue proposal or were required to be estimated, approved or otherwise
determined by the AER but are not so estimated, approved or otherwise determined before
the submission of the revenue proposal. These are shown in table 1.7.
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Table 1.7 Other amounts, values and inputs (per cen t)

Nominal risk free rate 4.17

Debt risk premium 3.93

Cost of equity 9.37

Nominal vanilla WACC (per cent) 8.61

Source:  AER analysis
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FRAMEWORK Version 1.1
.h‘d;llllh!lllu Framewmorh fear Heguilaised Tianaminalam Beivices

1 PURPOSE
Background o Negotiating Framework

A. The putpose of this dorument is o define Powedink’s Nepotating Framewotlk for the provision of
Wegotinted Transmission Services to Service Applicants {"Service Applicans") ns required under the
Mational Flecttieity Roles ("NER™).

B, Clouse GA%5 of the NER provides thatt

p,  Transmission Network Service Providers ("TNSP:") must prepare 2 document setting out the
procedure to be followed during negotiations between that provider and any petson who wishes
to receive o Negotiated  Transmission Service from the provider, as o the terms and conditions
of access for the provision of the service;

b. the negonanng framework muse comply with and be consiseent with the applicable requirements
of a ransmission determination applying to the provides; and

c  the negotiating framework must comply with and be consistent with the applicable requirements
of clause 6:A4,5(c), which sets out the minimum sequirements for a negonating framewnrl

. 'This document does not apply o Prescribed or Noo-Regulated Transmission Services.

D, Powerlink is regstered with the Austaban Eneregy Marker Opemtor as a Transmission Network Service
Prowider,

Megotating Framework

L. Thisdocument i prepared to fulfil Powerlink's obligations under clanse 64.9.5 of the WER o establish
a negotating framewortk,

F. 'This decument applics to Powerlink and any Service Applicant who applies 10 receive o Negotated
Transmission Service.

L. Ag defined in the WER' a5, i Negotinted Transmission Setvice is any of the following Services:
a.  ashared tansmission service that;

i exceeds the network performance requirements {whethee as to guality ot quantiry) (if any)
as thar shared mansmission service is required o meet under any jurisdictionl eleczicity
legristation; or

it except to the extent that the oetwork perfurmance tequirements which that shared
rmansmission service is required to meet ate presceibed wnder any usdictional electneaty
legishation, exceeds or does not meet the network performance requirements (whether
ter quality or quantity} o5 are'set out in schedule 5.1 2 o 503

) BN, Verslon 43, comusenced 24 Aprl 2011,

Prawerlink Megokiating Framewarn for Megotiated Seraces Final - 16 dprfl 2012 Paga 5 af 18
ANY PRINTED COPY OF THIS DOCUMENT 15 UNCONTROLLED £ Powerlink Queensland
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FRAMEWORK Version 1.1
L Wrgatiating Fromewarh faf Wagetidind Transminnlion Barvices

b, connection services that pre provided o serve o Transmission Metwork User o proup of
Transmission Network Users, af a ﬂingh: trnsmission network connection [:ui:'ll:1 other than
connection services thar are peovided by one Nerwork Service Provider w another Nerwark
Service Provider to connect their networks where neither of the Nenwork Serviee Providens is a
Market Metwork Service Provides; or

c.  use of sysrem services provided to z Transmission Network User and refereed ro inonale 34A{6{3}
in relaton to sugmentations or extensions regquired 10 be undertiken on a transmission netsork

as deseribed in rule 5.44;

but does not include an above-standard system shared transmission setvice or o marker network seevice,

Powsrink Magotiating Framewark for Nepotisted Sendcss Final - 36 Aard 2012 Faga 4 of 18
ANY PRINTED COPY OF THIS DDCUMENT (5 UNCONTROLLED & Powerlink Qlusarnsland
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FRAMEWORK Version 1.1
. Hagetlialing Pramewark lof Negaetiafed Tiamemiaswleon Barvicen

2 SCOPE & CONTEXT

H.  The NER® provides that services that are not “negotiated” or not “prescribed” as defined in the Rules
are expressly not subject o repulation under Chapter 6A. These services are therefore not subject fo
this Negotiating Framework,

. The distinction between the categories of setvice - prescribed, negotiated and non-regolated is shown
diagrammatically below for a generic generator connection.

Generic Power Station Connection

Poverdink
Substation

1t PuwerSiation

THCF

LEGEND

e PrESC T DR SeTViee

—Megotiated Service

Non Regulated Serviee

—— CRStOMEr ASSCLS

« «  THCP

. The single line disgram above shovws each of the prescribed, nepotiared and non-regulated services fora
generie radial line generator connection o the transmission network. This Negotiating Framework
applies only to the provision of Negotiated Transmission Services.

? NER chise 64,11

Powerlink Negotiating Framework for Negoliated Services Final - 28 April 2012 Page & of 1B
ANY PRINTED COPY OF THIS DOCUMENT 15 UNCONTROLLED © Powerlink Queensland
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FRAMEWORK Version 1.1
s Nepalinbing Pramewark fer Keguwiteled Tramamiaslon Servlang

3 NEGOTIATING FRAMEWORK
1. APPLICATION OF NEGOTIATING FRAMEWORK

1.1.  This negotiating framework applics to Powerlink and each Service Applicant who has made an
application in writing to Powerlink for the provision of a Negotated Transmission Service.

12, Powedink snd any Service Applicant who wishes to feceive a Negotated Transmission Setvice
from Powetlink must eomply with the requirements of this negotiating frameswork in aceordance
with 6A.9.5 (e,

13.  The tequirements set cut in this negotiating framework are additional to any requirements or
oblipations contained in Chapters 4, 5 and 6A of the NER, In the event of any inconsistency
hetween this n:gntinring framework and any other 1'r:x_1uin:rnents in the NER, the requiremeuts of
the NER will prevail.

14 MNothing in this negonating framework or i the NER will be mken as imposing an obligation on
Powedink to provide any service to the Service Applicant.

2. OBLIGATION TO NEGOTIATE IN GOOD FAITH

21. Powerink and the Service Applicant should negotiate in good faith the terms and conditions of
access for the provision by Powerlink of the Megonated Transmission Service sought by the
Service Applicant,

3. TIMEFRAMES FOR COMMENCING, PROGRESSING AND  FINALISING
NEGOTIATIONS

3L Pamgraphs 33 and 34 ser out the timeframe for commencing, progressing ancd finalising
negotiations i relation to applications for Negotiated Transmission Services under Chaprer 5 of
the NER, and for applicatons for Negotiated Transmussion Services other than under Chaprer 5
of the NER respectively.

3.2, The timefrmes set out in parageaphs 3.3 and 3.4 may be suspended in accordance with patagraph
.

33, Applications for Negotiated Transmission Services ander Chapter 5 of the NER:

531, Where the Negotiated Transmission Service is a service sought vnder Chapter 5, the
specified time for commencing, progressing and finalising negotiations with a Service
Applicant for the purposes of clause 6A.9.5 of the Rules is as set putin Chapter 5 of the
NER; and

332 Powerink and the Service Applicant shall use reasonable endeavours 1o adhere 1o the
time perods specified in paragraph 3.3.1 during the negotiadon for the supply of the
Negotated Transmission Service.

Pawerlink Negatisling Frarmework for Negolialed Services Finel - 26 Aprll 2092 Page G.of 18
ANY PRINTED COFY OF THIS DOCUMENT S UNCONTROLLED & Powerlink Queensland
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4 Mugatinting Framework for Negetislead Transmission Bearvices

34, Applications for Megotiated Transmission Services other than under Chapter 5 of the NERY

341,

3.4.2,

343

Where the application % in réspect of a Negotiated Transmission Service other thin a
connection service sought under Chapter 5, rthe specified time for commencing
progressing and finalising negotatons with a Seovice Applicant for the puposes of
clanse 6A.9.5 of the Rules is as set out in Table 1,

Powetlink and the Service Applicant shall use reasonable endesvours o adhere o the
time perods specified in Table 1.

The preliminary timeframes finalized under Step © in Table 1 may be modified from
tme to time by agreement of the parties. Such agreement must not be unreasonably
withheld. Any such amendment to the prelimnary timeframe shall be wken to be a
reasonable period of Hme for commencing, progressing and finalising negotiations with
a Service Applicant for the provision of the Negotiated Transmission Service for the
purposes of 6A9.5(c)(5) of the NER. The requirement in pasagrapl 3.4.2 applies to the
lagt amended preliminary omeframe.

Table 1: Timeframes

Event

Indicative Timeframe

A Rece;jpr of written app]jc:n:iurl for  p Nepotinted Transmission X
Service.

B Parties meet 1o discuss a preliminary imeframe with milestones for K+ 20 business days
supply of the Megotated Transmission Service that represent a
teasonable perod of time for commencing, propressing and
finalising nepotiations for the provision of the Negotinted
Transmission Service.

C Partics fnalise the peeliminary timeframe, which may  melude, X +30 business days
without limitation, milestones relating to0 the request and prowvision
of cominercial information; and Notification and consultation with
AEMO gnd/or any affected Transmission MNerwork Users.

D Poweerlink peovides the Seevice Applicant with an offer for the X+ 120 business days
MNepotated Transmission Service,

E Parties finalize negotiations. XK + 160 business days

* (i.c. services other than cofnection services, viz: shared trnsmission services or use of system services
provided to a Transmission Network User and referred to in rale 544 (6 (3):

Pawerlink Negeliating Framework for Megatisted Servicas Final - 26 April 2012 Paga 7 ol 16
ANY PRINTED COPY OF THIS DOCUMENT IS UNCONTROLLED @ Powerlink Queensland
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3.5, Bubject to paragraph 33 and 3.4, Powerlink and the Service Applicant must, following a request
by the Service Applicant, use their reasonable endeavours to:

3.51. held o mr.'t:tir:g within 20 Bisiness Da}ls of |'c'.<:+;;:i[|r af the written appltcminn 'h].r the
Service Apphcant, or such other period as agreed by the parties to agres a dmetable for
the conducr of negottations and to commence discussion reparding other relevant
issues;

3.5.2  progress the negotatons for fhe provision of a Negotiated Transmission Service by
Powerlink such that the negotiations may be finalised in accordance with parugraph
5513

353 adhere to any timetable esmblished for the negomation and to progress the negotadon
in an expeditions manner; and

354, finalise the negotianons for the provision of a Negotiated Transmission Service by
Powerlink within a time Feriud s.grctd hy the pn.tl‘:'t-r_'s_

36, Nowwithstanding paragraph 3.1, or any other provision of this negotiaong framework, the
timeframes set our In parageaphs 3.3 and 3.4

361, donot commence witil payment of the amount to Powerlink pursuant o pasagraph 10;
and

362, recommence at Step A in Table 1 if there is a material change in the Negotiated
Transmission Service sought by the Service Applicant, unless Powerlink agrees
otherwise.

4. PROVISION OF INITIAL COMMERCIAL INFORMATION BY SERVICE APPLICANT

Obligation to provide Initia] Commercial Information

4.1, Within a tme agreed by the partles, Powerlink must use its reasonable endeavours o give notice
to the Service Applicant requesting Commercial Informaton held by the Service Applicant that is
reasonably required by Powerlink to enable it to engage in effective negotintions with the Service
Applicant in relation to rthe application and to enable Powerlink to submit Commercial
Information to the Service Apphcant.

4.2, Subject to paragraphs 4.3 and 4.4, the Serviee Applicant must use its reasonable endeavours to
provide Powerlink with the Commercial Information requested by Powedink in accordance with
patageaph 4.1 within 10 Business Days of that request, or within a time period agreed by the
parties,

4.3, N'{:t“.rid'l:.mnding psmgmph 4.1, the nl.)ligatinm under [.rnl:agrnph 4.1 1 :su:ip:ndcd as at the date of
notfication of a dispute if a dispute onder this negotating famework arises, undl conclusion of
the dispute, in accordance with paragtaph 9.

Pawerink Megotisting Framewsek for Negotisted Services Final - 26 April 2012 Page 8 of 18
ANY PRINTED COPY OF THIS DOCUMENT IS UNCONTROLLED & Powerlink Queensland
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FRAMEWORK Version 1.1
. Magetrating Framewoark fear Hegeidlaied Trapsminelon Rervicen

Confidentinlity Requirements - Commercial Information
4.4, Faor the purposes of this paragraph 4, Commercial Information does not inclode:
441 conbdentil information provided to the Service Applicant by another person; or

4.4.2.  information that the Service Applicant i prohibited, by law, from disdosing w
Powerlinls.

45,  Commercial Information may be provided by the Service Applicant subject 1o conditons
inchuding the condition that Powerlink must not disclose the Commercial Information to any
other person unless the Service Applicant consents in writing to the disclosure. The Service
Applicant may require Powerlink to enrer into a confidentiality agreement, on terms reasanably
acceplable to both parmes, with the Service .l\pp].i.l:s.nt in respect of any Commercial Information
provided 1o Powerlink.

46, A consent provided by the Service Applicant in aceordance with paragraph 4.5 may be subject to
the condition that the person o whom Powerliok discloges the Commercial lnformation must
entet inte a separate confidentiality apreement with the Servvice Applicant.

5. PROVISION OF ADDITIONAL COMMERCIAL INFORMATION BY THE SERVICE
APPLICANT

Obligation to provide additional Commercial Information

5.1.  Powerlink may pive a notice to the Service Applicant requesting the Service Applicant to provade
Powerink with any additional Commercial Information that is reasonably required by Powerlink
iy enable it o engage in effective negotiations with the Service Applicant in relation to the
provision of a Negotdated Transmission Service or to clanfy any Commerdal Information
provided pursuant to paragraph 4.

52, The Service Applicant must use its regsonable endeavours to provide Powerlink with  the
Commercial Information requested by Powesdink in accordance with parageaph 5.1 within 10
Business Diays of the date of the request under paragtaph 5.1, or such other petiod as agreed by
the paries,

Confidentiality requirements
5.3.  For the purposes of this pamagraph 5, Commercial Information does not include:
53.1.  confidental information provided to the Service Applicant by another person; or

532, informadon that the Service Appheant is prohibited, by law, fom disclosing to
Powerkink; and

54.  Commercial Information may be provided by the Serwice Applicant subject to conditions
inclading the condition that Powerlink must not diselose the Commercial Information to any
other person unless the Service Applicant consents in writing to the disclosure. The Serviee
Applicant may require Powerlink to enter into a confidentiality agreement, on ferms seasonably
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accepiable to both parties, with the Service Applicant i respect of any Commercial Information
provided o Powerlink.

55 A consent provided by the Service Applicant in accordance with paragraph 5.4 may be subject to
the condition that the person to whom Powetlink discloses the Commercial Information must
enter into a separate confdentality agreement with the Service Applicant.

6. PROVISION OF COMMERCIAL INFORMATION BY POWERLINK
Obligation to provide Commercial Information

6.1, Powerdink shall provide the Service Applicant with all Commercial Information and clazification
of that informaton where requested (including additional commercial mformation) held by
Powerdink that is reasonably required by a Service Applicant (including by request) to enabile it to
engage in effective negotiations with Powedink for the provision of a Negotiated Transmission
Service. This information s 1o be provided within 10 business days of the dare of the request or
such other period agreed by the parties, including the following informanon:

6.1.1,  a description of the nature of the Negonated Transmission Service including what
Powerlink would provide to the Service Applicant as part of that service;

6.1.2.  the terms and conditons on which Powetlink would provide the Negotated
Transmission Service to the Service Applicant;

613 {§  the reasonable costs and/or the increase or decrease in costs (as appropriate) of
providing the Negotiated Transmission Service to the Service Applicant; and

(i) a demonstration to the Service Applicane that the charges for providing the
Negotiated Transmission Service reflect those costs and/or the cost increase or
dectease (a8 appropriate)

Confidentiality requirements
6.2, Forthe purposes of paragraph 6.1, Commercial Information does not include:
6,21,  confidential mformation provided o Powerlink by another person; or

6,22, information that Powedink is prohibited, by law, from disclosing to the Service
Applicant.

6.3 Powetlink may provide the Commercial Information in accordance with paragraph 6.1 subject to
televant conditions inchading the condition that the Serviee Applicant must not disclose the
Commeraal Information to any other person unless Powedink consents in writing to the
disclosure, Powerlink may require the Service Applicant to enter into a confidentiality agreerment
with Powetlink, on terms ressonably acceptable to both parties, in respect of Commercial
Information provided to the Service Applicant.

i A consent provided by s Service Applicant in accordance with parageaph 6.3 may be subject o
the condition that the petson to whom the Service Applicant discloses the Commercial
Information must enter into a sepacate confidentiality agreement with Powerdink,
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7. DETERMINATION OF IMPACT ON OTHER TRANSMISSION NETWORK USERS AND
CONSULTATION WITH AFFECTED TRANSMISSION NETWORK USERS

7.1 TPowerlink should deternune the Pot:nl:i.al ]'.mps.ct on Trnsmission Network Users, other than the
Service Applicant, of the provision of the Negotiated Transmission Service,

7.2, Powerlink should notify and consult with any affected Transmission Network Users and ensure
that the provision of the Negotiated Ttansmission Service does not result in non-compliance with
obligations in relation 1o other Transmission Network Users under the NER.

B. SUSPENSION OF TIMEFRAME FOR PROVISION OF A NEGOTIATED TRANSMISSION

SERVICE

8.1.  The timeframes for negotiation of proviston of a Negotiated Transmission Service as conmained
with in this negotiating framework, or as otherwise agreed between the parties, are suspended if;

8.1.1,

8.1.2.

8.1.4

8.1.5

within 15 Business Days of Powerlink providing the Commercial Information w the
Service Applicant putsuant te paragraph 6.1, the Service Applicant does not formally
aceept that Commercial Informarion and the parties have not agreed a date for the
undertaking and conclusion of commercial negonations;

a dispute in relation to the Nepotiated Trnsmussion Service has been notified to the
AER under clause 6A 301, from the date of nodfication of thar dispute to the AER
until;

() the withdeawil of the dispute under clavse 6A.30.1(c} of the NER;

by the termination of the dispute by the commercial arbitratar in accordance with
clanse 6A4.30.5 {d) or (&) of the NER; or

{c) determination of the dispute by the commercial arbitrator under clause 6A.30.7
(1) of the NER;

within 10 Buginess Days of Powerlink requesting additional Commercial Information
from the Service Applicant pursuant to paragraph 5, the Service Applicant has not
supplicd that Commercial Information;

without limiting paragraphs £.1.1 o 813, either of the partics does not promptly
conform with any of its obligations as reguired by this negotianmg frameworl or as
otherwise agreed by the parties;

Powerlink has been required to notify and consult with any affecred Transmission
Network Users under paragraph 7.2 or AEMO at any time, from the date of notification
tea the affected Transmission Network Users or AEMO until the end of the dme limit
specified by Powerlink for any affecred Transmission Metwork Users or AEMO, or the
receipt of such information from the affected Transmission Network Users or AEMO,
whichever i the later reparding the provision of the Negotiated Transmission Service.
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9. DISPUTE RESOLUTION

2.1,

All disputes berween the parties as to the terms and conditions of aceess for the provision of a
Negotiated Transmission Service are t be deslr with in accordance with Part K of Chapter HA of
the NER.

10. PAYMENT OF POWERLINK'S COSTS

10.1.

0.2

103

104

105,

Print to commencing negotiations, the Service Applicant shall pay an application fee o Powerlink
Where the ;|.|1['|]icar'mn is fora Ncgnl:im.cd Transmission Service under Chaprer 5 of the NER, this
payment 15 made in accordance with clause 5.3.3{c){5).

The application fee lodged pursuant ro paragraph 10,1 will be deducred from the reasonable Costs
wncuered in processing the Service Applicant's application to Powerdink for the provision of a
Negotiated Transmission Service.

From time to time, Powerlink tmay pive the Relevant Service Applicant a notice setring out the
reasonable Costs incurred by Powerink and the off-set of any amount applicable under patageaph
101,

If the aggregate of the Costs exceed the amount paid by the Service Applicant pursuant to
paragzaph 10.1, the Service Applicant must, within 20 Business Days of the receipt of a notiee in
accordance with paragraph 10.3, pay Powerlink the amount stared 1n the nonce,

Powerlink may require the Service Applicant to enter into s binding agreemient addressing
conditions, guarantees and other matrers in relation to the payment of on-going Costs,

11. TERMINATION OF NEGOTIATIONS

L

11.2.

The Service Applicant may elect oot to confinue with its applicaton for a Negotated
Transmission Service and may terminate the negotiations by giving Powertlink wtirten notice of its
decision to do so,

Powerlink may terminate a negotiation under this framesvork by giving the Service Applicant
wiitten notice of its decision o do so where:

11.2.1.  Powerlink believes on reasonable grounds® that the Service Applicant 1= not conducting
the negotintion under this negotatng framework in good faith;

11.22.  the Service Applicant consistently fils o comply with the rquirements of the
negotiating framework;

* Reasonable grounds would include for example the Service Applicant not contacting or responding to Powerlink's request for
a period of & moaths, Ifan application for & Negotiated transmission Service is terminated, it must recommence at Step A in

Tahle |
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1123 the Service Applicant fails to comply with an obligation in this negotiating frumework (o
undertake or complete an action within a specified or agreed timeframe, and does not
complete the relevant action within 20 Husiness Days of a wrilten request from
Powerlinlk; or

1124, anact of Solvency Default occurs in relation 1o the Service Applicant,

12, GIVING NOTICES

12.1. A notice, eonsent, information, application  or request that must or may be piven or made toa
party under this document is only given or made if it ds in writing and delivered or posted to thae
patiy at its address set out below.

If a party gives the other party 5 Business Days' notice of a change of its addresy, a notice,
consent, information, application o tequest is only piven or made by that other party if it is
delivered or posted 1o the latest address.

Powerlink
MName: Manager Nerwork Customers
Address Powerlink Chaeensland

33 Harold Street
Wirginia QLI 4014

Service Applicant
Name: Service Applicant
Address The nominated address of the Service Applicant
provided in writing to Powerlink as part of the applicaton
Time notice is given

12.2. A notice, consent, information, application or request i to be treated as given or made at the

following time:

1221, if it is delivered, when 15 left at the relevant address,

12,22, ifitiz sent by post, 2 Business Days after it is posted;

1223 if sent by facsimile tansmission, on the day the transmission is sent (but only if the
sender has a confirmation repoit specifying a facsimile number of the recipienr, the

number of pagessent and the date of mansmission): or

1224, ifsent by email, once a;l:li.l.'lnw!cdgtd as received by the addressee.
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If a notice, consent, nformation, a]_:]'!lil:nrimn or request is delivered after the normal business hours of the
patty to whom it is sent, it is to be treated as having been given or made at the beginning of the next Business
Day.
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13. DEFINITIONS AND INTERPRETATION

Definitions
13.1.  In this document the following definitons apply:

Business Dy means & day on which all banks are open for business generally in Brishane,

Queensland.

Commercial Information  shall include a2 minimum, the following classes of Information:

demils of corporate srructure;

financial derails relevant to creditworthiness and commercial risk;
ownetship of assets;

technical information relevant to the application for o Negotated
Transmission Service;

. finaticial information relevant o the application for a Negotiated
Transmission Service;

s 8 8 B

. details of an application's compliance with any law, standard, NER or
pgudeline.

Cuuts MCANS any st of cxptﬂs«:ﬁ incurred b}' Powetlink in compl].ri.ng with rthis
negotiating framework or otherwise advancing the Service Applicant's request
for the provision of a Megotiated "Tmnsmission Service,

Powerlink means Queensland Electricity Transmission Corporation Limited trading as
Powerlink Queenshand, ACN 078 849 233,

th’cncy Default means the ocourrence of any of the Fu].luw"!ll.g events in relation to the Service
r‘LpF]iu:ant

8, An originating process or application for the winding up of the Service
Applicant {other than a fiivolous or vexatious application) is filed in a
court or & special resoluton s prssed to wind up the Service Applicant,
and 15 not dismissed before the ::xpj'mﬁuﬂ of 40 Business Days from
service on the Service Applicant:

b, A receiver, receiver and manager or administrator is appointed in
respect of all or any pact of the assets of the Service App]iuanl_ o i
pmisifr.r.rml quu.'[dabnr 18 aPPcinb:vd to the Seevice .-\pplimnl:

[ A mortgagee, chargee or other holder of security, by itself or by or
through an agent, enters into possession of all or any part of the assets
of the Service Applicant;
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.

A morggape, chagge or other securty is enforced by its holder or
becomes enforceable or can become enforceable with the piving of
notice, lapse of time or fulfilment of & conditon;

The Service Applicant stops payment of, or admits in writing its
inability to pay its debts as they fall due;

The Service Applicant applies for, consents to, or acquiesces in the
appointment of a trustee or recetver of the Service Applicant or any of
iEs property;

A court appoints a hgqudatator, provisional bouidator, receiver or
trustee, whether permanent ot temporary, of all or any part of the
Service Applicant's property;

The Service Applicant takes any step to ohtain protection or is granted
protection from its creditors wnder any applicable legslaton or a
r.nc:cr.i.ug is convened or a resolufon s pmi:iud o ."Lppt‘:i]'l.l. i
administrator or controller (a8 defined in the Corporations Aot 2001, in
respect of the Service Applicant;

A controfler {as defmed in the (_.w;p'mm.rf.um Acr 20001} is appui.lm:d in
respect of any part of the property of the Service Applicant;

Except to teconstruct or analgamate while solvent, the Service
Applicant  enters into ot resolves to enter into s scheme af
ArFANgement, compromise or reconstruction proposed with its creditors
(or any class of them) or with its members (or any class of them) or
proposes  re-organisaton, re-stmnpement  momtomim oo other
administration of the Service Applicant’s affars;

The Service Applicant is the subject of an evenr described in section
459C(21(b) of the Corporaitors Aat 2001; or

f\nFThing analopous ar hmring 2 ﬁuhﬁtﬂ.nl‘i:}.[!}' similar effect to any of the
evenrts specitied above happens in velaton to the Service Applicant.

Powarlink Nagotiating Framewark far Migotiated Services Final - 28 Apd 2012 Piage 18 al 18
ANY PRINTED COPY OF THIS DOCUMENT I3 UNCONTROLLED @ Powerlink Queensland

AER Transmission determination | Powerlink revenue proposal 2012-13 to 2016-17

22



FRAMEWORK Versioen 1.1

@ Negotlailing Framewoirh oy WNegoallsied Transmisslion Eavvicas

Interpretation

132, In this document, unless the eontext othenvise réquires:

13.2.1,

1322,

13.2.3.

1324,

13.2.5,

terms defined in the NER have the same meaning in this negotiating framework;

a reference to any law or legislition or legislative provision includes any statutory
modification, amendment o re-enactiment, and any  subordinate legisltion  or
regulations issued under thae legislation or legslative provision;

a eference to any agreement or document is to that agreement or document as
amended, novated, supplemented or replaced from time to ome;

a reference to a patagraph, part, schedule or attachment is a refercnce to a paragraph,
part, schedule or attachment of or to this document unless otherwise stated:

an expression importing a natral person includes any company, rust, partnership, joint
venture, association, corporation, body corporate or governmental agency; and

8 covenant or agreement on the part of two or more persons binds them jointly and
severally.

4 LEGISLATION AND STANDARDS

The following legislation and standards are applicable:

#=  WNational Electricity Rules — Chapter 64, 5 and 4
= Compelition and Consumner Act 2010
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1.

The terms and conditions of access for a negotiated transmission service, including the
price that is to be charged for the provision of that service and any access charges,
should promote the achievement of the national electricity objective.

Terms and conditions of access

2.

The terms and conditions of access for a negotiated transmission service must be fair,
reasonable, and consistent with the safe and reliable operation of the power system in
accordance with the NER.

The terms and conditions of access for a negotiated transmission service (including, in
particular, any exclusions and limitations of liability and indemnities) must not be
unreasonably onerous taking into account the allocation of risk between the TNSP and
the other party, the price for the negotiated transmission service and the costs to the
TNSP of providing the negotiated transmission service.

The terms and conditions of access for a negotiated transmission service must take into
account the need for the service to be provided in a manner that does not adversely affect
the safe and reliable operation of the power system in accordance with the NER.

Price of services

5.

7.

8.

The price for a negotiated transmission service must reflect the costs that the TNSP has
incurred or incurs in providing that service, and must be determined in accordance with
the principles and policies set out in the Cost Allocation Methodology.

Subject to criteria 7 and 8, the price for a negotiated transmission service must be at least
equal to the avoided cost of providing that service but no more than the cost of providing
it on a stand alone basis.

If the negotiated transmission service is a shared transmission service that:

i. exceeds any network performance requirements which it is required to meet
under any relevant electricity legislation; or

ii. exceeds the network performance requirements set out in schedule 5.1a and 5.1
of the NER

then the difference between the price for that service and the price for the shared
transmission service which meets network performance requirements must reflect
the TNSP’s incremental cost of providing that service (as appropriate).

If the negotiated transmission service is the provision of a shared transmission service
that does not meet or exceed the network performance requirements, the difference
between the price for that service and the price for the shared transmission service which
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10.

11.

meets, but does not exceed, the network performance requirements should reflect the
amount of the TNSP’s avoided cost of providing that service (as appropriate).

The price for a negotiated transmission service must be the same for all Transmission
Network Users unless there is a material difference in the costs of providing the
negotiated transmission service to different Transmission Network Users or classes of
Transmission Network Users.

The price for a negotiated transmission service must be subject to adjustment over time
to the extent that the assets used to provide that service are subsequently used to
provide services to another person, in which case such adjustment must reflect the extent
to which the costs of that asset is being recovered through charges to that other person..

The price for a negotiated transmission service must be such as to enable the TNSP to
recover the efficient costs of complying with all regulatory obligations associated with the
provision of the negotiated transmission service.

Access charges

12.

Any access charges must be based on costs reasonably incurred by the TNSP in
providing Transmission Network User access and (in the case of compensation referred
to in clauses 5.4A(h) to (j) of the NER) on the revenue that is likely to be foregone and the
costs that are likely to be incurred by a person referred to in clauses 5.4A(h) to (j) of the
NER where an event referred to in those paragraphs occurs (as appropriate).
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For information about Powerlink visit www. powerlink.com.au,
Contact

For enquirtes about this proposed pricing meihodology please contact:
Manager Network Customers & Pricing

Fowerlink

PO Box 1193, Virginia

Queensland 4014

networkcustomears@powerlink com. au
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1 INTRODUCTION

Powerlink is the principal electricity Transmission Network Service Provider (TNSFP) In
Queensiand,

This propased pricing methodology, for the regulatory period from 1 July 2012 to 30 June
2017, is submitted to the Australian Energy Regulator {(AER) in accordance with the
requirements of Chapter 64 of the Mational Eleclricity Rules (the Rules) and the AER's
pricing methodology guidelines.

2 INTERPRETATION

All terms in this proposed pricing methodology that are italicised have the meaning given o
them in the pricing methodology guidelines or, where no definition is provided in that
document, the Rules.

A reference to the Rules is faken to be a reference to the current varsion of the Mational
Electricity Rules, version 43, which commenced operation on 21 April 2011 as amended from
time ta time,

3 PRESCRIBED TRANSMISSION SERVICES

Powarlink’s proposed pricing methodoiogy relates to the provision of prescribed fransimission
senices n the Quesnsland region by Powerlink. These services include:

s Shared ftransmission services provided to customers directly connected to the
transmission network and connected nelwork service providers (prescribed TUOS
services),

# Connection services provided to connect the distribution networks such as Ergon
Enargy and Energex 1o the transmission netwark (prescribed axit sendees),

« Grandfathered connection services provided to generators and customers directly
connected to the transmission network for connmections that were in place or
committed to be In place on 9 February 2006 (prescribed entry services and
prascribed axit services); and

= Senvices required under the Rules or in accordance with jurisdictional electricity
legislation that are necessary to ensure the integrity of the transmission network,
including the maintenance of power system security and assisting in the planning of
the power system (prescribed common fransmission services).

Powerlink's proposed pricing methodology does nol relate to the provision of negoliated
fransmission services or other transmission services provided by Powerink (non-regulated
transmission services) that are not subject to economic reaulation under the Rules.
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4 RULES REQUIREMENTS

Rule 6A 241 states that a pricing methodology is a methodology, formula, process or
approach that, when applied by a TNSF

(1) allocates the aggregate annual revenue requirement (AARR) for prescribed
fransmission senvices provided by that provider to;

{iy the categores of prescribed [ransmission services for that provider;
and

i) fransmission network connection points of Transmission MNebwork
Users; and

{2) determines the structure of the prices that a Transmission Network Service
Provider may charge for each of the calegories of prescribed fransmission
servicas for that provider.

The Rules also require that the pricing methodology satisfy principles and guidelines
established by the Rules. In paricular, Rule 6A.10.1{e) requires that a proposed pricing
methodology must:

(1) give effect to and be consistent with the Pricing Principles for Prescribed
Transmission Services (i.e. the principles set out in Rule 8A.23); and

(2) comply with the requirements of, and contain or be accompanied by such

information as is required by, the pricing melhodology guidelines made for
that purpose under Rule 6A.25.

5 PRICING METHODOLOGY GUIDELINES REQUIREMENTS

The pricing methodology guidelines supplement and elaborate on the pricing principles
contained in Chapter 84 of the Rules in so far as they specify or clanfy:

= the information that is to accompany a propoesed pricing mefhodology,

= parmitted pricing structures for the recovery of the locational component of prescrited
TUOS services;

« permitted postage stamp pricing structures for the recovery of the adjusted non-
locational component of prescribed TUOS services and prescrbed common
fransmission sernvices;

= fthe types of fransmission syshem asseds that are directly aftributable to each category
of prescribed transmission services, and

« the parts of a proposed pricing methodology, or the information accompanying it that
will net be publicly disclosed without the consent of the TNSP.
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Al key elements of Powerink's proposed pricing methodology are permissible under the
pricing methodofogy guidelines, These elements include:

-

calculation of the locational component of prescribed TUQS services costs using the
cost reflective network pricing methodology,

the locational prescribed TUOS services price being based on an agreed nominated
demand and the average-half hourly demand,

the postage stamp prcing structures for the non-locational component of prescribed
TUOS services and prescribed common fransmission services being based on
contract agreed maximum demand or historical energy,

the methodology for implamentation of the pricrity ordering being the prionty ordering
approach under Rule 6A.23.2(d),

a description of how asset costs which may be attributable to both prescribed erntry
gervices and prescribed exit services will be allocated at a connection point;

a description of billing arrangements under Rule 6A 27,

a description of prudential requirements as outlined in Rule 8A.28;

tha inclusion of hypothetical worked examples; and

a description of how Powerink intends to monitor and develep records of its

compliance with its approved pricing methodology, the pricing principles for
preseribed transmission senvices (Rule 64 23) and part J of the Rules in general.
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6 PROPOSED PRICING METHODOLOGY

6.1 Background

The diagram in Appendix A outlines the structure of transmission pricing under parl J of the
Rules that is applicable to this preposed pricing methodology.

6.2 Single Transmission Network Service Provider
Fowerlink is the sole provider of prescribed fransmission senvices within Quesnsland and is

responsible for the allocation of the AARR within Queensland, in accordance with Rule
6A.29.2,

6.2 Aggregate Annual Revenue Requirement (AARR)
The revenue that a TNSP may earn in any regulatory year of a regulatory control period from
the provision of prescribed fransmission services is known as the maximum ailowed
revenue’
The AARR Is calculated in accordance with Rule 6A.22.1 as:

“the maximum alfowed revenue referred to in clause 6A.3 .1 adjusted:

(1) In accordance with clause 6A.3.2, and

{2) by subtracting the operating and maintenance costs expected to ba incurad
in the provision of preseribed common fransmission services,”

Adjustments in accordance with Rule 6A.3.2 could relate to a number of factors including
reopening of the revenue determination for capital expenditure. network support pass
through, cost pass through, service target performance incentive scheme outcomes,
contingent projects or impacts due to wrong information or error,
The costs referred in (2) above are derived from budget projections and include:

s network switching and operations;

e administration and management of the business;

o network planning and development; and

s general overheads.

! Rule@A31
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6.4 Categories of transmission services

Powerdink's AARA is recovered from transmission charges for the following categories of
transmission services:

s Proscribod entry services, are entry services that are prescribed fransmission
services by virtue of the operation of Rule 11.6.11 which Include assets that are
direcily attributable io serving a Generator or group of Generafors al a single
connection point ,

» Prescribed exit services, which include assets that are directly aftributable to
sarving a Transmission Cusfomer or group of Transmission Cusfomers at a single
connection point and: (a) are deemed prescribed by virtue of the operation of Rule
11.6.11; or (b) are provided to Distribution Network Service Providers at the boundary
of the prescribed transmission network;

*  Prescribed common transmission services, which are services that provide
equivalent bensfits to all Transmission Custorners without any differentiation based
an their lncation, and therefora cannot be reasonably allocated on a locational basis;
and

s  Prescribed TUOS services, which include services that provide bensfits to
Tranamission Customets depending on their location within the transmission system,
that are shared to a greater or lesser extant by all users across the lfransmission
sysfern and are not prescribed commaon transmission services, prescribed entry
sarvices or prascribed exif sarvices.

The determination of prescribed transmission service prices involves four steps:

n allocation of the costs of transmission systern assels to the categories of
transmission service, to the extent to which assets are directly attributable
to the provision of a calegory of prascribed transmission services (Section
6.5);

(2) calculation of the aftributahie cost shares (Section 6.6);

(3 allocation of the AARR to each category of prescribed transmission
satvices in accordance with the atiributable cost share for that category of
services (Section 6.7). and

(4) aliocation of the annual service revenue requirement (ASRR) for prescribed
entry services, prescribed exil services and prescribed TUOS services to
each transmission nabwork connection point in accordance with the
principles of Rule 64.23.3 (Section 6.8).

Each step is described in further detall below,
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6.5 Cost allocation

The first step in calculating prescribed transmission service prices is to allocate the costs of
transmission systam assets fo the categores of transmission service in section 6.4 above, to
the extent to which assels are direclly allributable to the provision of a category of prescribed
transmission sarvices.

The delineation belween the assets that provide prescribed enlry services, prescribed exit
services, prescribed TUOS services and prescribed commaon transmission sanvices is set out
in clause 2.4 of the pricing methadology guidelings,

The Powerink cost allocation process assigns the optimised replacement cost (ORC) of all
prescribed transmission services assets to individual netweork pricing branches. Each
natwork pricing branch is then defined as commeon, connection (entry or exit) or shared
network. The pricing branches are used to determine the costs of the transmission system
assets directly atlributable to each calegory of prescribed transmission services, as required
under Chapter 64 of the Rules. This cost allocation process is explained in mare detall In
Appendix B,

6.6 Calculation of the attributable cost share for each category of service

The second step in calculating prescribed transmission service prices is the calculation of
the attributable cost shares. The affnbutable cosf share Tor each category of prescribed
fransmission services is calculated in accordance with Rule 6A.22.3, as the ratio of;

(1) the costs of the ransmission sysiem assets directly attributable to the
provision of that category of prescribed transmission services; to

(2) the total costs of all of Powerlink's fransmission system assets directly
attributable to the provision of prescribed ransmission services,

where these amounts are determined as detailed in section 6.5 abova.

For example, if the ORC's of prescribed services assels have been allocated to the
applicable categories of prescrbed transmission services as shown in Table 1 then the
afiributable costs shares are calculated as shown in the hypothetical example below. All
numiers and amounts used in the hypothetical examples in the paper are fictional;

Altributable cost sharesyr = ORCpgur { ORCroras

6,972,222 / $43,050,000
= 0.162

with the affribufable cost shares of the other categories calculated in Ihe same manner, as
shown in Table 2.

* Consistent with Rule BA 22 3{b).
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Table 1; Hypothetical costs allocated to categories of prescribed transmission services

Catagory ORC

Exit service 6972222

Entry servics 1,761,111

TUOS service 33,566 667

_Common Service 750,000

Total 43,050, (30

Table 2: Hypothetical attributable cost shares

Gategory ong  AeRiite
Exil service B.BT2,222 0162
Entry sarvice 1,761,111 0.041
TUOS service 33,566,667 0,780
Common Service 750,000 0.017
Total 43,060,000 1.000

6.7 Calculation of the Annual Service Revenue Requirement (ASRR)

The third step in calculating prescribed transmission service prices is to allocate the AARR
to each category of prescrbed fransmission senvices in accordance with the altributable cost
share for that category of services.

This allocation results in the ASRR for each calegory of prascribed fransmission senices,

Assuming an AARR of $2.504,434 and applying the aftribufable cosi shares determined
above, the ASER for each category of prescribed senvices is calculated as:

ASRRexr = AARR x Aftributable cost sharegn

L[}

$2,504,434 x 0.162
= $405,609

with the ASRRs of the other categories calculatad in the sama manner,
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Table 3: Hypothetical Annual Service Revenue Requirements

Annual Service

Attributable Revenue

Category cost share Reguirement
- ) (ASRR)

Exit service 0.162 405,608
Entry service 0.041 102,453
TUDS zervice 0.780 1,952,741
Common Service 0017 43831
Total 1.000 2,504,434

6.8 Allocation of the ASRR to transmission network connection points

The fourth step in calculating prescribed transmission service prices is lo allocate the ASRR
for prescribed enfry senvices, prescribed exil services and prescribed TUOS services to each
fransmission network connection point in accordance with the principles of Rule 6A.23.3.

6.8.1 Prescribed entry services

The whole of the ASRR for prescribed eniry services |s allocated to each transmission
network connection point in accordance with the alfnbutable connection point cost share for
prescribed eniry services that are provided by the TNSP at that connection point

The attributable connaeciion point cost share for prescribed entry services is the ratio of the
costs of the fransmission system assets directly altributable to the provision of prescribed
enlry services at that transmission network connection peoint to the total costs of all the
TNSP's transmission system assets direclly alfrnibutable to the provision of prescribed enlry
services,

For example, if two generators, Gen A1 and Gen AZ receive prescribed entry services and
the cost allocation process has allocated the ORCs of assets directly attnibutable to
prescribed entry services 1o them as shown in Table 4.
Attributable conneclion point cost sharégey a1 = ORCgeya / ORCeyrry
=$1,033,333/ 81,761,111
= 0.587

with the attributable connection point cost share of the other generator being calculated in
the same manner as shown in Table 5.
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Table 4: Hypothetical prescribed entry services ORCs

Entry ORC
Gen A1 1,033,333
Gan AZ 727,778
Total GRC of prescribed entry assets 1.761,111

Table 5: Hypothetical attributable connection point cost shares

Attributable connection
i ARt point cost share
Gan A1 1.033 333 0.587
Gen A2 _ T 0.413
Total 1,761,111 1.000

The ASRR allocated o the Gen A1 transmission network connection point is calculated as

fallows:

ASRRGenm = ASRRgymy ¥ Allributable connection point cost sharegey a
= $102,453 x 0.587
= $60,114

with the ASRR of the other generator connection point being calculated in the same manner.

Table B: Hypothotical connection point ASRRS (entry)

Entry ORG Attributable connection  Connection point

point cost share ASRR
Gen &1 1,033,333 0.6587 60,114
Gen A2 727,778 0413 42,338
Total 1,761,111 1.000 102,453

6.8.2 Prascribed exit services

The whole of the ASRR for prescribed exft zervices is allocated to each transmission netweork
connection point in accordance with the ailtribuwlable connection point cost share for
prescribed exfl services that are provided by the TNSP at that connection paint.

The attributable connection point cost share for prescribed exit services is the ratio of the
costs of the fransmission system assets direclly altibulable to the provisien of prescribed
exil services at that transmission network connection paoint to the total costs of all the
transmission system assets direclly atinbutabie to the provision of prescribed exit services.
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for the prescribed entry connection points.

Table 7: Hypothetical Connection point ASRRs (exit)

Version

Powerlink Jﬁ?uposed 5(5??@]
Methodology

Attributable connection Connection
Ext ORC point cost share point ASRR
Load A1 2,083,333 0.209 121,188
Load A2 1,405,556 0.202 81,768
Load B1 2,833,333 0.378 153,184
Load C1 850,000 0122 49,449
Tatal 8,972 222 1.000 405,609

6.8.3 Prescribed Transmission Use of System (TUOS) services

Tha prescribed TUOS (shared network) services ASRR is recoverad from:

= Prescribad TUOS services {locational component); and

= Prascribad TUQS services (the adjusted non-locational component).

6.8.3.1 Prescribed TUOS services — locational component

Rule 6A.23.3(c)(1) requires that;

*a share of the ASRR (the locational component) is lo be adjusted by
subtracting the estimated avction amounts expected to be distributed to the
TNSP under clause 3.18.4 from the conneclion poinls for each relevant
directional inferconnector and this adjusted share is to be allocated as
between such connection points on the basis of the estimated proportionate
use of the relevant fransmission system assets by each of those customers,
and the CRNP methodofogy and modified CRNF methodology represent two

permitted means of estimating proporfionate use”

Consistent with Rule 6A.23.3(c)(1), the locational share of the prescribed TUOS services
ASRR is adjusted for estimated inter-regional seftlements residue proceeds, and the
adjusted share is allocated between connection peints on the basis of the estimated
proportionate use of the relevant fransmission system assets by each customer using the
CRNP methodology.

The CRNP methodology allocates shared network costs to individual customer connection
points on the basis of optimised replacement cosls and assumes a 50 - 50 split between the

locational and nen-locational components of network charges.

Powerlink applies the CRNP metfhodology using the TPRICE cost reflaclive network pricing

software approved by the AER for use by TWSPs in the NEM.
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The CRNP mathodology requires three sets of input data:
o an electrical (loadfiow) mode| of the network,

= a cost moadel of the network (the results of the cost allocafion process described in
Appendix B), and

= an appropriate set of load/ generation patterns.

Appendix C describes the CRNP methodology in mora detail.

6.8.3.2 Prescribed TUOS services — non- locational component

The remainder of the ASHR (the pre-adjusted non-locational compeanent) is adjusted;
s by subtracting the amount (if any) referred to in Rule 84.23.3(e);

e« by subtracting or adding any remaining seftlemenis residue (not being sellements
resichie refemed lo in the datermination of the locational compeneant but including the
portion of setflements residue due to infra-regional foss factors) which is expected to
be distributed or recovered (as the case may be) to or from the TNSP in accordamce
with Rule 3.8.5(a);

= for any over-recovery amount or under-recovery amount from previcus years;

=« for any amount arising as a result of the application of Rule 84,23 4{h) and (i), which
detail adjustments so that prices for recovering the locational component of the
ASRR for the provision of presenbed TUOS senvices do not change by more than 2%
per annum compared to the load weighted average price for this component for the
relevant region; and

« for any amount arising as & result of the application of prudent discounts in
accordance with Rule 64,26 1(d)}-(g).

6.9 Transmission prices and charges

6.9.7 Prescribed entry and exit services prices and charges

Preseribed entry services and prescribed exil senices prices are calculated to recover the
prescribed entry and prescribed exit services ASRRs from the netwark users who are senved
by the relevant connection assets

The prescribed entry services ASRR is recovered as a fixed annual charge for each entry
paint, which is recovered on the basis of a fixed $imonth entry price.

Similarly, the prescribed axi services ASRR is recovered as a annual monthly charge for
each exit point, which is recovered on the basis of a fixed $fmonth exit price.
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6.9.2 Prescribed TUOS services - locational component prices and charges

The prescribed TUQOS locational ASRR described in 6.8.3 Is recovered through a single
demand based price at each connection point. The price is based on the sum of the average
half-hourly demand and the nominated demand, reflecting the greatest utilisation of the
transmission network and times for which network investrment is most likely to be
contemplated, in accordance with Rule 6A.23.4(e) and 2.2(a) of the pricing methodolagy
guidalings.

The CRNP methodology outiined in $64A.3 of the Rules and detailed In Appendix C of this
proposed pricing methodology describes the process for cost allocation for the locational
component of prescribed TUOS services, which results in a lump sum dollar amount to be
recoverad at each connection point.

This lump sum doliar ameount for each connection point is divided by the sum of the average
half hourly demand and the neminated demand, and then divided by twelve to calculate the
monthly locational price for that particular connection point®. Prices for prescribed TUOS
senvices are expressed in BWWimonth.

As provided for under Rule 8A.23.4(f), TUOS locational prices must not change by more than
2% per annum at connection points refative to the load weighted average TUOS locational
price for the region. The balance of any revenue shortfall or over recovery resulting from
these price caps is recovered, or offset as appropriate, by adjusting TUOS non-locational
prices and charges.

As further provided for under Rule 6A.23.4(g) the change specified above "'may excead 2 per
cent per annum if, since tha last prices were set:

(1) the joad at the connection point has materally changed;

{2) in connection with that change, the Transmission Cusfomer requested
a renegotiation of s connection agreemen! with the Transmission
Nebwork Senvice Provider, and

(3) the AER has approved the change of more than 2 per cent per
annum,”

This provision sets the prescribed TUOS locational price at a connection point with a material
change in load, on the same basis as a new connaction point,

Prescribed TUOS locational charges are determined, for each connection peint providing
prescribed TUOS services by multiplying the prescribed TUOS locational price by the sum of
the agreed nominated demand {prevailing at the time transmission prices are published) and
the measured average half-hourly demand for that month for that connection point, in
accordance with 2.2(h) of the pricing methodoiogy guidefines.

i The conneclion poiat for the purposes of determining the prescribed TUOS prices and prescribed TLOS
charges will be the agread point (or paints) of supply between Powedink and the transmisssn netwark user,
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6.9.3 Prescribed TUOS services — non-locational component prices and charges

Prices for recaovery of the adjusted non-locational component of prescribed TUOS services
are set on a postage stamp basis in accordance with Rule 64.23.4(j).

Consistent with the provisions of 2.3(c){1) of the pricing methodalogy guidelines postage
stamped prices are determined on the basis of contract agreed maximum demand or
historical energy and calculated annually as follows,

Each financial year Powerlink will determine the following two prices to apply at every
connection paint:

= an energy based price that is a price per unit of historical metered energy or current
meterad energy at a connection point expressed as c/kWWh; and

» g confract agreed maximum demand price that is a price per unit of contract agreed
maximum demand at a connection paint expressed as $/kKW/month,

Either the energy based price or the coniract agreed maximum demand price will apply at a
connection peint providing prescribed TUOS services except for those connection points
where a fransmission customer has negotiated reduced charges for the adjusted non-
locational compaonent of prescribed TUOS services in accordance with Rule 6A.26.1 (prudent
discounts),

The energy based price and the contract agreed maximum demand price is determined so
that:
= atransmission customer with a load factor In refation to its connection point equal to
the median load factor for connection points with transmission customers connected
to the transmission network in the region or regions is indifferent between the use of
the energy based price and the contract agreed maximum demand price; and

= the total amount to be recovered by the adjusted non-locational component of
prescribed TUOS services does not exceed the ASRR for this category of prescribed
tfransmission sarvice.

When applying the energy based price, the prescribed TUOS charge (non-locational
compaonent) for a billing peried is calculated for each connection point by:

«  multiplying the energy based price by the metered energy offtake at that connection
peint in the corresponding billing period two years earlier (ie. historical metered
snergy offfake), or

= multiplying the energy based price by the meterad energy offtake at that connection
point in the same billing period (current metered anergy offtake) if the historical
metered energy offfake is unavailable; or

= multiplying the energy based price by the current metered energy offtake if the
historical metered energy offtake is significantly different to the current metered
energy off take, This method of calculation is only expected to be applied where the
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conditions necessary to enact Rule 6A.22.4(g)" have been satisfied or a connection
peint is cperated In a standby arrangement as detalled in section 6.10 of this pricing
methadofogy.

When applying the confract agreed maximum demand price, the prescribed TUOS -
non-locational component charge for a billing period will be calculated for each connection
point by multiplying the contract agreed maximum demand price by the contract agreed
maximum demand for the connection point (prevailing during the billing period concemed).

Forecast prescribed TUOS non-locational charges will be calculated using the contract
agreed maximum dermand prevailing at the time prices are determined as distinet fram the
actual contract agread maximum demand based charges which will be calculated using the
confract agreed maximum demsand prevailing during the billing period concernead,

Any over or under recovery of prescribed revenue arising from variances between forecast
contract agreed maximum damands and the confract agreed maximum demands used for
calculating charges will be addressed by way of an under or over recovery adjustment when
calculating prices for the following financial year.

6.9.4 Prescribed common service prices and charges

Frices for prescribed commaon lransmission services are set on a postage stamp basis in
accordance with Rule 8423 .4(d).

Consistent with the provisions of clause 2.3(c)(1) of the pricing methodology guidelimes
postage stamped prices will be determined on the basis of conbract agreed maximerm
demand or historical energy and calculated in a manner identical to that described for TUOS
non-locational charges in the previous section,

In accordance with Rule BA.23.3(f) the operating and maintenance cosls expectad to be
incurred in the provision of prescribed common transmission senvices, which are deducted
from the maximum aliowed revenue to form the AARR, are added to the ASRR for
prescrbed commaon transmissfon services and recoverad though prescribad common service
prices and charges.

6.10 Standby service arrangements

If a customer requires a connection point ta provide energy from the transmission network on
a standby basis, such as to cover the cutage of onsite generation, the customer will pay
preseribed exit services charges and prescribed TUOS services = locational componeant
charges as usual, but will only pay prescribed TUOS services — non-locational componeant
charges and prescribed common transmission services charges during times that the
standby service is actually utilised in energy delivery to the customer.

Maore specifically, prescribed transmission charges will be determined as follows:

+  Prescribed exit service charges: as detailed in section 6.9.1;

That being the clause which allows for the refaxation of the side constraints on TUQS locational prices at a
conneclion point.
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# Prescried TUOS locational charges: based on the prevailing conirac! agreed
maximum demand and prescribed TUOS services — locational compenent price as
detailed in section §.9.2, and

« Postage stamped prescribed TUOS non-lecational service charges and prascribed
commaon transmission service charges. based on cument metered energy offtake In
the billing period as detailed in sections 6.9.3 and 6.9.4.

Where standby arrangements are required, the customer's connection agresment must
specify a coniract agreed maximum demand and excess demand charges as detailed in
saction 6.11 will apply.

6.11 Excess demand charge

Where the customer's actual maximum demand exceeds the contracl agreed maximum
demand level at any time during the financial year and the customer has a confract agreed
maximum demand in their Connection and Access Agreement (C8AA), then an excess
demand charge applies and the actual maximum demand will bacome the confract agreead
maximum demand, in accordance with the custormer's connection agreement.

Powaerlink will recover from the customer the incremental charges for the increased contract
agreed maximum demand for the financial year.

The excess demand charge is determined in accordance with the customer's connection
agreement.

6.12 Setting of TUOS locational prices between annual price publications

In the event that Powerlink is required to set a TUOS lecational price at a new connection
point or at a conneclion point where the load has changed significantly after prescribed
TUOS service locational prices have been datermined and published, an interim price, not
subject to the side conslraints of Rule 64.23.4(f), will be determined®. This will be calculated
using the prevailing pricing models with demands estimated in @ manner consistent with
clause 2.2(f) of the pricing methodology guidelines.

If a new tansmission nelwork connection poinf requires subslantial investment in the
network, Powerlink may adjust the TUOS locational price for the first year. This would be
undertaken lo ensure customers not associated with the investmenl are not adversely
affacted consistent with Section 11 of this pricing methodology.

A price subject to the side constraints of Rule 6A.23 4(f) will be determined and published at
the next annual price determination,

" For an existing connection palnt this would be subject to Rule A.23.4(g).
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T BILLING ARRANGEMENTS

7.1 Billing for prescribad transmission services

Consistent with Rule 6A.27.1, Powerlink will calculate the transmission service charges
payable by Transmission Melwork Users for each connection point in accordance with the
transmission service prices published under Rule 64.24.2,

Where charges are determined for prescribed transmission services from metering data,
these charges will be based on kW or kWh obtained from the metering data managed by
AEMO.

Powerlink will issue invoices to Transmission Nelwork Users for prescribed transmissian
services which satisfy or exceed the minimum information requirements specified in
Rule 6A 27 .2 on a monthly basis or as specified in the transmission connection agreament,

Consistent with Rule 6A 27.3, & Transmission Nelwork User must pay charges for prescribed
lrangmission services properly charged to it and billed in accordance with this pricing
methadalogy by the date specified on the invaice.

7.2 Payments between Transmission Network Service Providers

If another TNSF is granted a Transmission Authority and Is registered as a Transmission
Nelwork Service Provider by AEMO in the Queensland region, consistent with Rule BA 27 4,
one THSP will become the Co-ordinaling Nefwork Service Provider under Rule 6A.29.1, The
TNSPs will pay to each other relevant TMSP the revenue which is estimated to be collected
during the following year by the first provider as charges for prescribed fransmission services
for the use of transmission systems owned by those cther TNSPs.

Such payments will be determined by the Co-ordinating Nelwork Service Provider for the
region.

Financial transfers payable under Rule 6A.27.4 will be paid in equal monthly instaiments or
as documented in revenus collection agreements negotiated between the parties.
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B PRUDENTIAL REQUIREMENTS

8.1 Prudential requirements for prescribed transmission services

Congistent with Rule 6A.281, Powerlink may require a Transmission Network User lo
establish prudential requirements for either or both connection services and transmission use
of system services, These prudential reguirements may take the form of, but need not be
limited to, capital contribufions, pre-payments or financial guarantees,

The requirements for such prudential requirements will be negotisted between the pariies
and specified in the applicable transmission connection agreemaent,

8.2  Capital contribution or prepayment for a specific asset

Powerlink notes that no capital contributions or prepayments have been made in respect of
prescribed transmission services assets as at the date of this proposed pricing methodology.

Consistent with Rule 6A.28.2, whers Powerlink is required to construct or acquire specific
assets to provide prescribed connection services or prescribed TUOS services to a
Transmission Network User, Powerlink may require that user to make a capital contribution
or prepayment for all er part of the cost of the new assets installed.

In the event that a capital contribution is required, any confribution made will be taken into
account in the determination of prescribed transmission service prices applicable to that user
by way of a proportionate reduction in the ORC of the asset(s) used for the allocation of
prescribed charges or as negoliated between the parlies.

In the event that a prepayment is required, any prepayment made will be taken inta account
in the determination of prescribed transmission service prices applicable to that user in a
manner fo be negotiated between the parties.

The treatment of such capital contributions or prepayments for the purposes of a revenue
determination will in all cases be in accordance with the relevant provisions of the Rules,

8 PRUDENT DISCOUNTS

Powerlink expects to have an approved prudent discount In place during the period owver
which the pricing methodology applies.

In accordance with-Rule 6A.26.1(d)-(g), Powerlink adjusts both the non-locational companant
of the ASRR for prescribed TUOS services and prescribed commeon transmission services to
provide for the ameount of any anticipated under-recovary arising from prudent discounts

The discount amount is the difference in revenue that would be recovered by the application
of the maximum prices to the application of the reduced charges. Where Powerlink seeks to
recover greater than 70 percent of the discount amount through these charges, Powerdink will
apply to the AER for approval to recover the propesed recovery amount in accardance with

Rule 84,26 2
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10 MONITORING AND COMPLIANCE

As a regulated business Powerlink is required to maintain extensive compliance monitoring
and reporting systems to ensure compliance with its Transmission Authority, Revemus
Determination and the Rules together with numerous other legislative chiigations.

In order to monitor and maintain records of its compliance with its approved pricing
melhodoiogy, the pricing principles for prescribed transmission services, and part J of the
Rules, Pawerlink proposes to:

#  Maintain the specific obligations ansing from part J of the Rules in its compliance
management system;

«  Maintain electronic racords of the annual calculation of prescribed transmission
senvice prices and supporting information; and

= Periodically subject its transmission pricing models and processes to functional audit
by suitably qualified persons.

11 NEW CONNECTIONS REQUIRING SIGNIFICANT INVESTMENT

11.1  Impact on TUOS locational prices in cases of significant investment

If @ new lransmission network conneclion polnt requires significant investment in the
network, Powerlink may determine the TUOS locational price for the first year in accordance
with the method in Section 11.2, lo ensure customers who do not directly benefit from with
the investment are not directly or materially affected, for example, by an inequitable increase
in the locational price and charges.

11.2 Setting TUOS locational prices in the first year of significant investment

In the event that a significant investment occurs, Powerlink may determine the locational
TUOS prices for the new transmission network connection point(s) using cost reflective
network pricing and not apply the 2% side constraint at the new connection point(s) relative
to the load weighted average TUOS locational price for the region, as described in Section
6.9.2

12  ADDITIONAL INFORMATION REQUIREMENTS

A numper of additional information requirements arise from the pricing methodology
guidelines which have not been covered elsewhera in this propesed pricihg methodology. 1n
arder to satisfy these requirements Powerlink notes that it does not:

= consider transitional arrangements are necessary as a result of the implemeantation of

the proposed pricing methodaofogy;
Powedlink Proposed Pricing Methodology.docx Pags 18 of 38
ANY PRINTED CORY OF THIS DOCUMENT IS UNCONTROLLED & Powsrlink Quesnsland

AER Transmission determination | Powerlink revenue proposal 2012-13 to 2016-17 48



METHODOLOGY Version 1.0
Powerlink Proposed Pricing
Methodology

« have any applicable relevant derogations in accordance with chapter @ of the Rules;
ar

« hava any applicable transitional arrangements arising from chapter 11 of the Rules.
Powerlink has not provided a confidential version of this proposed pricing methodology to the

AER In accordance with clause 2.5 of the pricing methodology guidelines and hence the
provisions of clause 2.1(n) of the pricing methodology guidelines are not applicable,

13 CONCLUSION

Powerlink's proposed pricing methodology for the regulatory control period from 1 July 2012
to 30 June 2017 has been submilted to the AER in accordance with the requirements of
Chapler 8A of the Rules and the pricing methodology guidelines.
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Appendix A- Structure of Transmission Pricing under Part J of Rules
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Appendix B - Details of Cost Allocation Process
A cost allocation process is used to assign the optimised replacement cost (ORC) of all
prescribed service assels to either common service {assets that benefit all transmission
customers), network branches (transmission lines or transformers)® and prescribed entry or
prescribad exit senvices in a manner consistent with Section 2.4 of the pricing methodalogy
guidedines.
The cost allocation process is summarised as follows:
Step 1: Initial Cost Allocation
Assets and their ORCs are assigned to one of the fallowing primary asset categories:

« transmission lines;

+ transformers;

&«  circuit breakers;

= secondary systems, including protection and instrument transformears;

= common service assels (communications, reactive support, office buildings etc); and

= substation local assets (anclilary equipment, civil work, and establishment),

The following plant items are not separately identified in the ORC database and are
incorporated into the ORC of the associated primary items above;

s bus work,

Step 2: Allocation to Categories of Transmission Services

Assels are aliocated to the categories of prescribed service in accordance with the provisions
of Section 2.4 of the pricing methodology guidelines. In the case of circuit breakers each
circuit breaker has its replacement cost divided evenly between the branches to which it is
diractly atiributable. Any circult breaker that Is not directly aftributable to any branch together
with substation local costs identified in step 1 are subject to the pricrity erdering process.

In the case of a shared connection asset, such as a transformer, serving multiple
transmission conneclion points which may provide both prescrbed entry senvices and
prescribed exil services the cost of the shared connection asssl will be allocated to the

¥ powerlink maintaing an optimised replacement cost (ORC) model of the transmission netwark 1o determine

the approprate ORG of individual lransmission Enes, transformers, circuil breakers, comman senice assels
ani substation local costs
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appropriate category or categories of prescribed fransmission services using an appropriate
cost allocator’, For example:

. generation or reactive plant namaplate rating capacity or nominated demand supplied
by the specified transmission calegory as a percentage of the total capacity and
demand of all transmission categories at that location: Costs are attributable based on
the capacity andfer nominated demand,;

- unit of plant method; Costs are allocated based on the number of units of plant installed
{typically circuit breakers) where these units of plant can be altrbuted to a particular
category of transmission service, or

D as negotiated betwesn the connecting parties.

This process would alse be adopted to allocate shared costs to individual connection paints.
Step 3: Priarity Ordaring

In the case of those costs which would be aftributable to more than one category of
prescribed transmission services, specifically the substation local assets identified in Step 1
and those circuit breakers idenfified as substation local costs in Step 2. costs wil be
allecated in accordance with the provisions of Rule 8A,23.2(d) having regard to the stand
alone cosis associated with the provision of prescribed TUOS senvices and prescribed
common transmission services with the remainder being allocated to prescribed emiry
sarvices and prescribed exit services. The implementation of the priority ordering process is
detailed in Appendix D.

Conclusion

The shared network costs resulting from the cost allocation process are used as input to
TPRICE, the Cost Reflactive Network Pricing software that is approved by the AER for use
by THNSPs in the NEM.

The entry, exit and common service costs are used as input to the calculation of prescribed
enfry services prices, prescribed exil sernvices prices and prascribed common fransmission
services prices,

" This is consistent with Powerlink's cost aliocation mathodology which is used to allocate costs between

prescribed transnission senvices, negolialed Nansmizsion senvices and mon-regulafed Nansmiss fon

services.
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Appendix C - Cost Reflective Network Pricing Methodology

Steps

The cost reflective network pricing methodelogy (CRNE mathodalogy) invelves the following
steps:

(1) determining the annual costs of the individual transmission network assels in the
optimised transmission network;

12} determining the proportion of each individual network element utilised in providing a
transmission service to each point in the network for specified operating conditions;

{3}  determining the maximum flow imposed on each transmission element by load at each
connection peint;

{4) allocating the costs attributed to the individual transmission elements to loads based on
the propordionate use of the elements; and

(5] determining the total cost {lump sum) allocated to each paint by adding the share of the
costs of each individual network element attributed to each point in the network.

Allocation of Generation to Load

A major assumplion in the use of the CRNP methodology is the definition of the generation
source and the point where load is taken. The approach is to use the "slectrical distance” to
pair generation to load, in which a greater preportion of load at a particular losation s
supplied by generators that are electrically cleser than those that are electrically remote. In
alectrical engineering terminology the "electrical distance" is the impedance between the two
locations, and this can readily be determined through a slandard engineering calculation
called the “fault leve| calculation”.

Once the assumption has been made as to the generators that are supplying each load for a
particular load and generation condition (time of day) it is possible to trace the flow through
the network thal results from supplying each load (or generator). The use made of any
element by a particular load is then simply the ratio of the flow on the element resulting from
the supply to this load to the total use of the load made by all loads and generators in the
systam,

Operating Conditions for Cost Allocation

The cholce of operating conditions is impordant in developing prices using the CRAP
methodology. Powerlink has flexibility in the choice of operating conditions but notes that the
old NER set out the principles that should apply in determining the sample of operating
conditions considerad, Of particular note is the requirement that the operating conditions to
be used are to include at least 10 days with high system demand, te ensure that loading
conditions, which impose peak flows on all transmission elements, are captured,
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Schedule 6A.3.2(3) is less prescriptive requiring that the allocation of dispatched generation
to loads be over a range of actual operating conditions from the previous financial year and
that the range of operating scenarios is chosen so as lo include the conditions that result in
most stress on the transmission network and for which network investment may be
contemplated.

Load and generation data

Clause 2.2(a) of the pricing methodology guidelines requires that prices for the recovery of
the locational component of prescribed TUOS services are based on demand at fimes of
greatest utilisation of the transmission network and for which network investment is mast
likely to be contemplated, in accordance with Rule 8A.23.4(e).

The use made of the network by particular loads and generatars will vary considerably
depending on the load and generation conditions on the natwerk. For this reason Powerlink
uses the full year of operating data (j.e. 365 days of half hourly data) as an appropriate set of
aperating conditions. The TPRICE capacity method of cost allecation (used by Powerlink)
automnatically captures the peak loading conditions on network elements from the sample of
operating conditions analysed.

Consistent with clause 2 2{f) of the prcing methoddlegy guidelines where actual operating
conditions from the previous complete financial year are unavailable for a connection point,
as would be the case for a new connection point, an estimate based on the confract agreed
maximum demand and other characteristics of the load would be used to allocate costs to
that connection point,
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Appendix D - Priority Ordering Methodology

Rules Requirements

Rule 64.23.2 (d) reguires that;

Where, as a result of the application of the alinbuiable cost share, a portion of the AARR
would be attributable to more than one category of proscribed transmission senvices, that
alfributable cost share is to be adjusted and applied such that any costs of a fransmission
Systent assel that would otherwise be attributed to the provision of mare than one category of
prescribed fransmission sarvices, is allocated as follows:

(1) to the provision of preschbed TUOS services, but only to the extent of the stand-alone
amount for that category of prascribed fransmission services,

(2) if any portion of the costs of a transmission system assel is nol allocated to prescribed
TUOS services, under subparagraph (1), that portion is to be allocated to prescribed
cormmon fransmission services, but anly to the extent of the stand-afone amount for
that category of prescribed fransmission services, and

13) i any portion of the costs of a fransmission system asset is not attributed to prescribed
transmission services under subparagraphs (1) and (2), that portion |s to ba attributed
to prescribed entry services and prescribed oxit senvices,

Stand-alone amount is defined as:

For a calegory of prescribed transmission services, the costs of a fransmission system asset

that would have been incurred had that transmission sysfem asset heen developed,

exclusively to provide that categary of prescribed transmission services.

Transitional Rule 11.6.11(c) states the following:

“For the purposes of new Chapter 6A:

(1) the costs of the fransmission system assets that from time to time may be treated as:

(i) directly attributable to the provision of a prescribed connection service; ar

(iiy  incurred in providing a preseribed connection service,

lo a Transmission Network User or a group of Transmission Network Users ab a
transmission network connection point is limited to the costs of the sligible assets
which, fram time to time, provide that prescribed connection service;

{2} any costs of an existing assel or a replacement asset {or of any portion of an existing

asset or a replacement asset) that:
{iy  is not an eligible asset (other than as a result of clause 11.6.11(d)); and
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(i) is used by a Transmission Network Service Provider to provide connection
services to a Transmission Nefwork User or a group of Transmission Netwaork Users at
a fransmission nelwork connection point,

must be treated as costs that are directly attributable to the provision of, or are incurred
in providing, prescribed TUOS services and, to avoid doubl, the services provided by
those assels which would otherwise be conneclion services are taken to be prescribed
TUOS services, and

(3) the stand-alone amount for proseribed TUOS senvces is taken to include any portion of
the costs referred to in clause 11.6.11{(c}2) that has not been allocated under clause
BA.23.2(d)(1)."

Objective and General Approach

The allocation methodology relies on the assumption that substation infrastructure and
establishment costs are proportionate to the number of high voltage circuit breakers in the
substation.

Based on this assumption the appropriate allocator for substation infrastructure and
esiablishment costs for a stand-alone arrangement is the ratio of the number of high voltage
circuit breakers® in the stand-alone arrangement to the number of high voltage circuit
breakers in the whole substation.

Proposed Methodology

Step 1: Branch Identification

Idantify the branches” being the lines, transformers, major reactive devices and exits/entries
in the substation which provide prescribed TUQS, prescribed common transmission senices
and exit or entry services, in the substation,

Step 2: Allocation of Circuit Bre nches

For each high voltage circuit breaker in the substafion identify the branches directly
connected to it. Any circuit breaker that does not directly connect to a branch is excluded
from allocation and all costs associated with it are added to the substation infrastructure and
establishmeant cosl.

Count the total number of circuit breakers directly connected to branches.

Distribution Nelwork Service Providers (DNSPs) are classified as a prescribed exit service
while Generators are classified as a prescribed entry service. Megotiated services are not

Low voltage circult breakers are nol consldesad In the slandalone arangements.
*  Described in Definition - Branches.
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part of the regulated asset base and fall outside the priority ordering process detailed in Rule
8A.23.2(d).
Step 3.1: lone arrangements for Presc TUOS

With reference to the number of lines providing prescribed TUQS services determine the
number of cirouit breakers required to provide TUOS services of an equivalent standard on a
stand-alone basis"®, The stand-alone configuration is the simplest substation configuration
(in the absence of development) had it been developed to provide a prescribed TUOS
service. This may be done by way of a look up of typical stand-alone configurations.

5 e H d-alene arrangements for bed common transmission
services

With reference to the number of lines providing prescribed TUOS senvices and the devices
providing prescribed common service determine the number of circult breakers required to
provide prescribed ecommon transmission services of an equivalent standard on a stand-
alone basis. The stand-alone configuration is the simplest substation configuration (in the
absence of development) had it been developed to provide a prascribed common service.
This may be done by way of a look up of typical stand-alone configurations.

Step 4: Allocation of substation infrastructure and establishment costs

ep 4.1 Allocation of i TUaS

Allocate a portion of substation infrastructure and establishment costs to prescribed TUOS
according to the ratio of the high voltage circuit breakers identified in step 3.1 to the tolal
number of high voltage circuit breakers connected to branches in the substation identified in

step 2,
Step 4.2 Caleulation of the Unalfocated Substation Infrastructure Costs (after TUQS
Allocation)

Calculate the unallocated substation infrastructure cost (after TUOS allocation) by
sublracting the amount calculated in step 4.1 from the total substation infrastructure amount,

Step 4.3 Alfocation of Prescribed Commeon Service

Allocate a portion of the substation infrastructure and establishment costs to prescribed
common service based on to the ratio of the high voltage circuit breakers providing
prescribed comman transmission services identified in step 3.2 to the total number of high
voltage circuil breakers connected to branches in the substation. If the common service
portion of substation infrastructure is greater than the unallocated costs, then the unallocated
portion anly is attributed to prescribed commen service. In this instance, nothing will be
attributed to prescribed entry and prescribed exif sarvices,

& substation would lypically not exist to provide TUOS services alone, however this interpretation |s

Inconsistent with the intent of the Rule. Accordingly standalone anangements for prescribed TUOS are

taken to require a level of switching consisient with the prevailing bus arrangementa.
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Step 4.4 Calculation of the Lina Substation infraslructure Cosis (after
Sarvioe Atiocats

Calculate the unallocated substation infrastructure cost (afler Common Service allocation) by
subtracting the amount caloulated in step 4.3 from the amount calculated in step 4.2,

Step 4.5 Allocati and Exit Service costs fo i UOS par
11611

Allocate the remaining substation infrastructure and establishment costs (calculated in step
4.4) to each branch providing prescribed TUOS senvices based on the ratio of the high
voltage circuit breakers providing the prescribed TUOS services to the branch to the total
numbar of high voltage circult breakers providing prescribed TUOS services or in accordance
with the cost allocation process in Appendix B as appropriate,

Nates
= Cosls are only allocated in step 4 until fully allocated,

= Consistent with Rule 6A.23.2(d){3) it is possible that no costs will be attributed to
entry and exit servicas.

« Mew and existing negotiated service assets are excluded from the analysis as any
incremental establishment cosls associated with them are taken to be included in
the negotiated services charges on a causation basis.

*  The assessment of standalone arrangemeants only needs to be conducted once per
substation except where changes to the configuration of the substation ocour.

Definition - Branches

As illustrated by the diagrams below a "Branch” is a collection of assets (e.g. lines, circuit
breakers, capacitors, buses and transformers) that provide a transmission service.

Transmission Line
GCircult Breaker Branch with Transmission Line, Bus and Circuit Breaker

Bus

Bus Branch with Capacitor, Circuit Breaker and Bus
Circuit Breakar

Capacitor
B
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Examples
Example A
Substation Configuration
\ Substation Infrastructure $8m SubB

Capacitor

{Common DNSP

Service) (Exit Service)
Step 1: The branches are Sub A, Sub B, DNSP, Tie Transformer and Prescribed Commion
Sarvice.

Step 2! The total number of circuit breakers directly connected to branches is 8.

Step 3.1: The stand-alone arrangement for the provision of prescribed TUDS services to an
equivalent standard is shown below and consists of 2 circuit breakers,

Stand Alone Prescribed TUOS Service
Sub A Sub B

-
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Step 3.2: The stand-alone arrangement for the provision of prescribed comman fransmission
services to an equivalent standard Is shown below and consists of 3 circuit breakers.

Stand Alone Prescribed Comman Service
Sub A Sub B
N

Step 4.
Assume tolal Infrastructure cost is $9m.

Costs are allocated lo prescribed TUOS in the ratio of the circuit breakers in the stand-alane
arrangement to the total circuit breakers.

Infrastructure Cost Allocated to TUOS = (2/8) x $8m = $3m
Unallocated Substation Infrastructure Costs {after TUOS allocation) = $9m - $3m = $6m

Costs are allocated to prescribed common service in the ratio of the circuit breakers in the
stand-alone arrangemant to the total circult breakers.

Infrastructure Cost allocated to Common Service = (38) x $8m = 5d.5m

Unallocated Substation Infrastructure Costs (after Common Service allocation)
= 206m - $4.5m = $1.5m

Remainder of unallocated (calculated above) to be allocated to prescribed TUOS per 11.6. 11

Infrastructure Cost allocated to prescribed TUOS = $1.5m

item Number | Allocation | Unallocated
! Substation infrastruciure costs 8,000,000 9,000,000
Total Breakers 5]
TUOS Stand-alone braakers 2
Share fo TUOS (a) 0.333 3000000 | 6,000,000
Commaon Service stand-alone breakers 3
Shara to Common Servica 0.500 4,600,000 | 1,500,000
| Share to TUDS (b) 1,500,000
Total Share to TUOS (a) + (b 4,500,000
Total Share to Common Sarvice 4,500,000
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Example B
Substation Configuration
Total Substation
Sub A Infrastructure $12m Sub B

+qulhad gom | $3m

Capacitor DNSP ¢ i
(Common {Eﬁ: i Exhth‘!g !
Sarvics) Service) .| senica !

Step 1: The branches are Sub A, Sub B, DNSP, Tie Transformer, Prescribed Common
Service and an existing negoliated service.

Step 2: The total number of circult breakers directly connected to branches is & (no
prescribed costs are allocated to the existing negotiated service),

Step 3.1: The stand-alone arrangemant for the provision of prescribed TUOS services to an
equivalent standard is shown below and consists of 2 circuit breakers

Stand Alone Prescribed TUOS Sarvice
Sub A Sub B

=t
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Step 3.2: The stand-alone arrangement for the provision of prescribed commaon transmission
sarvices to an equivalent standard is shown below and consists of 3 cirouit breakers.

Stand Alone FPrescribed Common Senvice
Sub A Sub B

—

o]

Step 4

Assume total Infrastructure cost is $12m, however $3m is for the existing negotiated service,
which does not form part of the regulated assat baze and is not governed by 64.23.2(d).

Cuosts are allocated to prescribed TUOS in the ratio of the circull breakers in the stand-alone
arrangement to the total circuit breakers.

Infrastructure Cost Allocated to TUOS = (2/6) x 58m = $3m
Unallocated Substation Infrastructure Costs [after TUOS allocation) = $9m - $3m = 58m

Costs are allocated to prescribed comman senvice in the ratio of the circuit breakers in the
stand-alone arrangement (o the total circuil breakers.

Infrastructure Cost allecated to Common Service = (36) x $9m = $4.5m

Unallocated Substation Infrastructure Costs (after Common Service allocation)
= §8m - $4.5m = §1.5m

Remainder of unallocated (calculated above) to be allocated to prescribed TUOS.

Infrastructure Cost allocated to prescribed TUOS = $1,5m
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Item Mumber Allocation Unallocated |
Substation infraslructure costs 9,000,000 ,000,000
Total Breakers &
TUOS Stand-alone breakers | 2 A
Share to TUOS (a) - 0.333 3,000,000 ,000,000
Common Service stand-alone breakers | 3 |
Share to Common Service | Q.500 4,500,000 1,500,000
Share to TUDS (b) | 1,500,000
Total Share to TUOS 4,500,000
Total Share to Comman Service 4,500,000
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Example C
Substation Configuration
Subslation
Sub A Infrastruciure Sub B

Capacitor
(Cammon DNSP
Service) {Exit Servica)

Step 1. The branches are Sub A, Sub B, DNSP, Tie Transformer 1, Tie Transformer 2 and Prescribed
Commaon Senvice,

Step 2! The total number of circuit breakers directly connected to branches is 8.

Step 3.1: The stand-alone arrangement for the provision of prescribed TUOS services to an
equivalent standard is shown below and consists of 2 circult breakers.

d Al ribed TUOS
Sub A Sub B

e D
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Step 3.2: The stand-alone arrangement for the provision of preschibed common franamission
sarvices to an equivalent standard is shown below and consists of 3 circuit breakers,

Prascribed Commao T

Sub A Sub B

T

Assume tofal Infrastructure cost is $12m.

Step 4

Costs are allocated to prescribed TUOS in the ratic of the circuit breakers in the stand-alone
arrangement to the total circuit breakers.

Infrastructure Cost Allocated to TUOS (a) = (2/8) x $12m = $3m
Unallecated Substation Infrastructurs Costs (after TUOS allocation) = $12m - $3m = $9m

Costs are allocated to prescrbed common service in the ratio of the circuit breakers in the stand-
alone arrangement to the total circuit breakers.

Infrastructure Cost allocated to Common Service = (3/8) x $12m = $4.5m

Unallocated Substation Infrastructure Costs (after Common Service allocation)
= §9m - 54.5m = §4.5m

Remainder of unallocated (calculated above) fo be allocated to prescribed TUOS.

Infrastructure Cast allocated to prescribed TUOS (b} = $4.5m

Ikem Number |  Allocation Unallocated
Substation Infrastructure costs 12,000,000 12.000,000 |
Total Breakers B
TUOS Stand-alone bregkers 2
Share to TUOS (g) 0.250 3,000,000 9, 000,000
Common Sarvice stand-alone breakers 3
Share to Common Ser:u-i:.e 0.375 4,600,000 4,500,000
Share to TUOS (B) 4,500,000
Tatal Share to TUWOS 7,500,000
Total Share to Common Sarvice 4,500,000
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Example D
Substation Configuration
Sub A In?;:?rlsgfunre ’ Sun-B

.

Capacitar
{Commaon

Service)
T
DNSP (Exit Services)

Step 1. The branches are Sub A, Sub B, DNSP1, DNSP2, DNSP3, Tie Transformer 1, Tie
Transformer 2 and PCS.

Step 2 The total number of circuit breakers directly connected to branches is 10.

Step 3.1. The stand-alone arrangement for the provision of preserbed TUOS services to an
equivalent standard is shown below and consists of 2 circuit breakers.

Stand Alone Prescribed TUQS
Sub A Sub B

—
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Step 3.2

Tha stand-alone arrangement for the provision of prescribed commen fransmission services to an
equivalent standard is shown below and consists of 3 circull breakers.

Stand Alone Prescribed Common Service
Sub A Sub B
==

Step 4
Assume lotal Infrastructure cost is $15m.

Costs are allocated to prescribed TUOS in the ratio of the circut breakers in the stand-zlone
arrangemeant to the total circuit breakers,

Infrastructure Cost Allocated to TUOS = (2/10) x $15m = $3m
Unallocated = $15m - $3m = $12m

Costs are allocated to prescribed common service in the ratio of the circuit breakers in the stand-
alone arrangement to the total circuit breakers.

Infrastructure Cost allocated to Common Service = (310} x $15m = $4.5m
Unallocated = $12m - $4.5m = §7.5m

Remainder of unallocated (calculated above) to be allocated to prescribed entry and prescribed exit
services.

Infrastructure Cost allocated to Exit = $7 5m

Item Mumber Allocation Unallocated |
Substation infrastructure costs ' 15,000,000 15,000,000
Tetal Breakers 10
TUOS Stand-alang breakers R I R ]
Share to TUDS 0,200 3,000,000 12,000,000
Common Service stand-alone breakers 3
Shara to Common Service 0.300 4,500,000 7.500,000
Exit service 7,500,000 1]
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