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18 July 2013 
Mr Warwick Anderson  
General Manager, Network Regulation  
Australian Energy Regulator  
GPO Box 3131  
CANBERRA ACT 2601 
 

Re: Queensland and SA electricity distribution businesses — Framework and approach 

This submission is in response to the AER’s Notice1 seeking submissions on whether it is necessary or 
desirable to amend or replace the Framework and Approach (F & A) for the next regulatory control 
period commencing 1 July 2015 for the above jurisdictions. 

The F&A effectively “sets the stage” for the approach to be taken by the AER to determine: 

1. Which services the AER will regulate, 

2. The (price) control mechanisms to adopt, 

3. Application of any incentive schemes, and 

4. Treatment of dual function assets. 

We were extremely heartened to see in the AER’s Notice the AER is seeking submissions on “which 
services we should regulate and how much control we have over determining the prices for distribution 
services” and “incentive schemes that will apply to the distribution businesses to encourage efficient 
investment and performance”, and in this regard the AER might consider: 

• “Allowing for the possibility of increased competition in the provision of some services 
traditionally provided only by the distribution business.  

• Determining the provision of some services on a fee for service basis or perhaps as a service for 
which there is minimal oversight by us.  

• Setting out whether incentive schemes will apply.” 

In response to the AER’s request regarding F And A, we submit our support of the AER’s retention of 
the Negotiated Distribution Service classification in South Australia for the next regulatory control period 
commencing 1 July 2015 for the services outlined in Attachment A. 

We further submit that the AER similarly classifies these services as Negotiated Distribution Service for 
Queensland. 

The balance of our submission primarily addresses points 1 and 2 above, being the service and price 
aspects. 

1 Summary 

Unfortunately the AER price determination is not dynamic, has no price or service flexibility for Direct 
Controlled services, and cannot accommodate changing market conditions and service requirements 
during a regulatory period. 

We submit unless a DNSP’s service is a clearly established “natural monopoly” (eg poles and wires), it 
should not be classified by the AER as a “direct control” service. 

                                             
1 http://www.aer.gov.au/node/20187 of 27 June 2013 
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To promote sector development, and consistent with the NEO, we submit all other services should 
either be classified by the AER as Negotiated Distribution Services (NDS), or not classified.  

We submit, in addition to requiring customer engagement, the NDS classification provides an effective 
“stepping stone” for transition to contestability of services. 

The critical initial step in this process is for the AER to recognise the possibility of these service options. 
We see that the groups being established by the AER in its Better Regulation reform program as an 
ideal method to engage with consumers in establishing service requirements. 

We submit any services currently contracted out by the DNSP can potentially be seen as an opportunity 
for competitive service provision, and where natural monopolies do not exist, DNSPs can provide 
services in other DNSP regions eg small market metering, new connection, public lighting etc. 

We submit the NDS classification inherently engages consumers, and provides potential benefit to them 
through: 

• The ability to negotiate both services and prices to meet their needs, noting these needs may 
vary between customers or groups of customers, 

• Dynamic service and price responses from service providers to accommodate changed  or new 
service requirements during a regulatory period, and 

• Development of competitive service providers (which may include DNSPs providing service in 
other regions), ultimately leading to full contestability. 

In making this submission we have provided examples pertaining to the public lighting sector – a sector 
that we promote to the AER as ideal for the NDS classification. 

We submit there is nothing in NEL (2F) preventing the AER from expanding the number and type of 
services classified as NDS. 

For any “Alternative controlled” services we encourage the AER to establish services and prices in a 
manner that provides alternatives for consumers eg tiered pricing. 

2 General Considerations 

Whilst recognising the AER is an “economic Regulator”, in our view the AER focussed primarily on the 
economics pertaining to services proposed by the DNSPs under the transitional Rules.  

Whilst a price must be established for a service, we fully support the AER’s increased appetite for 
requiring services to first be established to meet customer needs and only then appropriately 
classifying that service. 

In this regard we encourage the AER to first clearly identify services with the view to increased 
competition or fee for service with minimal oversight as in our view this has significant potential to 
develop the services sector and also better achieve the NEO. 

The AER also has the opportunity when establishing prices to allow for market development. An 
example is tiered pricing as exists in SA for public lighting where consumers are provided tariff options 
depending on the service they require from the DNSP being either: 

a. DNSP provides asset funding, maintenance and operation., or 

b. DNSP provides maintenance and operation only, or 

c. DNSP provides operation only. 

As evidenced above, simply providing consumers with the option of funding and/or maintaining an asset 
provides choice – and this is entirely within the AER’s control to establish prices on this basis. 

The critical initial step in this process is for the AER to recognise the possibility of these service options. 
We see that the groups being established by the AER in its Better Regulation reform program as an 
ideal method to engage with consumers in establishing service requirements. 
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3  Services 

The AER does not “establish” services requirements per se – it identifies and classifies a service, and 
then determines a price for that service using the appropriate price control mechanism including the 
application of any incentives. 

In consideration of the NEO, it is our view only natural monopoly services (eg “poles and wires”) 
provided by the DNSP should be classified as a Direct Controlled Services and then further classified as 
either “Standard” or “Alternative” for the purposes of establishing appropriate price controls. 

To promote sector development, and consistent with the NEO, we submit all other services where the 
DNSP does not have a clearly established natural monopoly should either be classified by the AER as 
Negotiated Distribution Services (NDS), or not classified.  

We submit whilst also requiring customer engagement, the NDS classification provides an effective 
“stepping stone” for transition to contestability of services. 

The AER’s classification of a distribution service as a negotiated distribution service does not, of itself, 
make the service contestable and open to supply by providers other than the distributor. Contestability 
is determined by legislation, or other regulatory instruments, and is beyond the control of the AER. 
Contestability is, however, relevant to the AER’s consideration of the form of regulation factors that the 
AER must consider in classifying services under section 2F of the NEL. 

We submit how the AER ‘defines’ services is a critical aspect in the AER’s determination process. An 
example is ‘tiered pricing’ options for services.  

We submit that the Framework and Approach for the next regulatory periods provides the AER with the 
opportunity to critically assess the services being provided to consumers and to define these services in 
the manner described above, with only natural monopolies classified as “direct control”. This may 
include clearly defining the DNSP’s services and where appropriate disaggregation of these services to 
minimize those classified as “direct control”. 

We submit the services currently classified as NDS in South Australia (as provided in Attachment A) can 
be adopted by the AER as the minimum services to be classified as NDS.  

We further submit that any service contracted out by the DNSP can potentially be seen as an 
opportunity for competitive service provision. 

We have expertise in public lighting and submit there is no natural monopoly for these services. Even if 
the DNSP currently owns the lights, the DNSPs and the AER should not assume the DNSP has a contract 
in perpetuity to provide these services eg the DNSP automatically replacing lights at the end of their 
economic life. As the consumer “pays the bills” we submit they should establish their ongoing service 
needs, and in turn prices, directly with the DNSP via the DNSP’s Negotiation Framework. 

In response to the AER’s request “which services we should regulate”, we submit the services and 
classifications outlined in Attachment B.  

We submit the AER also considers the potential for increased classification of contestable services eg 
small market metering and connection services and that the AER considers tariff options eg tiered 
pricing2, to provide addition choice to consumers. 

4 Consumer Engagement 

The AER’s Chairman, Andrew Reeves, recently commented: 

“The AEMC published its final rule change determination at the end of November 2012. The 
changes significantly improve upon the old framework.  

                                             
2 As per the example in section 2 items a), b) and c) 
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Taken as a whole, the new rule framework will give better effect to the National Electricity 
Objective.  In short, the National Electricity Objective set out in the Law is to promote efficient 
investment in and efficient operation of electrical services in the long term interests of 
consumers with respect to price, reliability, service and safety”. 3(our underline) 

We also note with interest the AER is also actively seeking consumer engagement with DNSP’s via its 
Better Regulation reform program. 

We submit careful assessment by the AER of the current services provided by DNSPs, including the 
disaggregation of current DNSP “services”, and tiered pricing options can act as a significant catalyst for 
customer engagement with DNSPs. 

In considering the AER’s desire for consumer engagement (an approach which we support), we submit 
the Negotiated Distribution Services (NDS) classification inherently provides consumers (or groups of 
consumers) with the ability to engage directly with the DNSP and to establish both services and prices 
pursuant to NER Chapter 6 Part D, including the Negotiating Framework (NF) and the Cost Allocation 
Method (CAM.)  

Critically, unlike the “Direct control” classifications, the NDS classification requires “services” to 
be negotiated and we submit to the AER this be considered by the AER as a “relevant factor” in the 
AER’s classification of distribution services pursuant to NER 6.2.1. 

We submit classifying non natural monopoly services as NDS or contestable inherently engages 
consumers, and provides potential benefit to consumers through: 

• The ability to negotiate both services and price to meet their needs, noting these needs may 
vary between customers or groups of customers, 

• Dynamic service and price responses from service providers to accommodate changed  or new 
service requirements during a regulatory period, and 

• Development of competitive service providers (which may include DNSPs providing service in 
other regions), ultimately leading to full contestability. 

5 Classification and Regulatory Considerations 

5.1 Form 

Regarding the Form of Regulation, clause 6.2.1(c) (1) of the NER, the AER must have regard to section 
2F of the NEL. 

We submit, there is nothing in NEL 2F that would prevent the AER embracing an approach, consistent 
with the NEO, that enabled greater competition. 

• NEL 2F (b) – “Interdependencies with other network services”. For most services, in our 
opinion, there are not compelling efficiencies provided by the DNSP. Please also refer to “2F 
(e)” below where we propose DNSPs should provide services in other DNSP regions. 

• NEL 2F (c) – ‘interdependencies with other markets’. Contractors already provide services to 
customers in other markets. e.g. telecommunication network providers (including NBN Co), and 
councils for vegetation control.  

• NEL 2F (d) “Countervailing Market power”. We expect the “Market power” refers to 
“purchasing power” and price. There are already large contractors in place that work for 
multiple DNSPs so services and economies of scale are available. Whilst individual users may 
not initially have the same economies of scale as the DNSPs, retailers or councils or industry 
associations could group customers together (as they do for other services) to tender for 
services. 

                                             
3 Page 2, Better Regulation | Public forum 18 December 2012 | Andrew Reeves presentation, http://www.aer.gov.au/better-
regulation-reform-program 
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“Market power” may also be considered in terms of price paid by the customer. In considering 
price, other service providers do not have a DNSP’s high overheads (eg 20% to 31%4 in 
Victorian DNSPs for public lighting) and on-costs. Further, as DNSP’s engage subcontractors, 
consumers currently pay for two ‘profits’ and overheads in current tariffs.  

We submit that customers not having to pay multiple profits and overheads and “going direct” 
will more than offset any perceived DNSP “market power”. 

Please also refer to “2F (e)” below where we propose DNSPs can provide services therefore use 
their “market power” in other DNSP regions. 

• NEL 2F (e) – ‘presence and extent of substitutes’ –DNSP’s already engage contractors. These 
contractors can fairly be considered (existing) alternative service providers. Further, where 
there is no natural monopoly, DNSPs should be able to be engaged by consumers to provide 
services on a competitive basis in other DNSP regions. 

We submit the AER should consider that all DNSPs are capable of providing these services on a 
competitive basis, and as such a competitive market already exists for these services.. 

• NEL 2F (g) – ‘information available”. If services are classified as an NDS, pursuant to NER 
clauses 6.7.5 (c)(2) and 6.7.6(a), consumers will have sufficient information to enable informed 
negotiation with DNSPs. Further, the DNSP is required to post prices for negotiated services – 
so (if appropriate) these services can simply be accepted by the consumer at that price. 

We submit the AER must also give detailed consideration to the classification of distribution services 
under chapter 6 of the NERs including 6.2.1(c)(2). 

• NER clause 6.2.1 (c)(3).  -“desirability of consistency in the form of regulation” - Having 
recognised the potential opportunity to identify services with the view to increased competition 
or fee for service (with minimal regulatory oversight), we submit the AER (in considering NER 
6.2.1(c)(3) in terms of the NEO), accepts there will necessarily be a period of transition while 
services are (re)classified at different times in different jurisdictions. 

• NER clause 6.2.1 (c)(4). - “any other relevant factor” –We submit the AER must consider the 
development of competition of services, including the ability of DNSPs to provide services 
outside of their region, as a relevant factor in the achievement of the NEO. 

5.2 Service and Price Flexibility 

Unfortunately the AER price determination for Direct Controlled services is not dynamic, and has no 
price or service flexibility. It is simply not designed to accommodate changing market conditions and 
service requirements during a regulatory period. 

An issue arises where the AER has classified a service (typically) as “Direct/Alternative” controlled 
service, and the consumer requires a different service to those considered by the AER to establish 
prices via a regulatory determination. 

An example is public lighting in Victoria and Tasmania as we have discussed in section 6.4. 

Without the service classified as Negotiated, the consumer is effectively held “captive” to the regulated 
service and tariff. 

Even if an NDS can be established, the AER will need to ensure all regulated DNSP services (including 
NDS) are considered in a DNSP’s cost allocations included in their annual price proposals and effectively 
reconciled through application of the DNSP’s Cost Allocation Method (CAM). 

                                             
4 AER,  Final  decision  Victorian  electricity  distribution  network  service  providers,  Distribution  determination 
2011–2015, October 2010, Impaq comment p844 
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6 Negotiated Distribution Services (NDS) 

6.1 Regulatory Approach 

The NDS classification has not been subjected to high scrutiny as most DNSP’s have few (if any) NDS. 
The NEL definition of NDS is: 

“NEL 2C—Meaning of negotiated network service 

A negotiated network service is an electricity network service— 

(a) that is not a direct control network service; and 

(b) that— 

(i) the Rules specify as a negotiated network service; or 

(ii) if the Rules do not do so, the AER specifies as a negotiated network service 
in a distribution determination or transmission determination.” 

A potential misconception (which we expect is a “hangover” from the regulatory approach prior to the 
NERs), is a ”lighter handed” form of regulation applies to NDS. 

We are not aware of any such required regulatory approach towards NDS under the NERs. Pursuant to 
NER 6.2.7 NDS are regulated in accordance with NER Chapter 6 Part D where specific pricing criteria 
are required to be established in the determination process. 

The critical, and only, aspects for the AER’s consideration in the NDS process are the DNSP’s CAM and 
Negotiation Framework (which includes the Pricing Criteria). Indeed, once the AER has accepted the 
DNSP’s Cost Allocation Methodology (CAM) and Negotiation Framework (NF) the AER has no role in 
NDS pricing, unless it is required to resolve a dispute.  

If the AER is looking to expand the number and type of NDS we submit to the AER it may need to 
consider how it may assist DNSP’s pursuant to NER 6.7.3 to demonstrate pursuant to their NF: 

“(i) to identify and inform a Service Applicant of the reasonable costs and/or the increase or 
decrease in costs (as appropriate) of providing the negotiated distribution service; and 

(ii) to demonstrate to a Service Applicant that the charges for providing the negotiated 
distribution service reflect those costs and/or the cost increment or decrement (as 
appropriate); and 

(iii) to have appropriate arrangements for assessment and review of the charges and the 
basis on which they are made,” 

We submit the AER will also need to monitor the DNSP’s allocation of costs pursuant to the DNSP’s 
CAM. This may require numeric allocators in the CAM which would assist both the AER and customers, 
to establish that the DNSP’s price offer is compliant particularly with regard to overhead allocation, 
which may represent 25% or more of the cost of a service. Without any numeric allocators against 
service aspects contained in a DNSP’s CAM, how can consumers assess if prices established pursuant to 
a DNSP’s CAM have been established consistent with the NEO?  

This may require additional consideration in the DNSP’s annual pricing proposal. 

6.2 NDS in operation 

The AER in SA requires recognition and commendation as it has best embraced the NDS concept. The 
current SA NDS has been included in Attachment A.  

A concern for consumers is all other jurisdictions, except for minor inclusions in Victoria and Tasmania, 
have largely ignored the NDS classification. 

Whilst we do not expect the SA NDS list to be exhaustive, we submit to the AER the SA NDS can 
potentially represent a starting point for identifying appropriate NDS for other jurisdictions.  
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6.3 Consumer Benefits 

Apart from SA, the AER has to-date unfortunately demonstrated little appetite to engage the Negotiated 
Distribution Service (NDS) classification.  

The NDS classification however requires engagement between consumers and the DNSP to establish 
both service and price and provides: 

• greater transparency in DNSP costs to consumers -  as discussed regarding NEL 2F (g) earlier 

• dynamic flexibility in terms and conditions for services and price 

• Improved competition (market development) – where there is no natural monopoly. 

6.4 Public Lighting (Example) 

Trans Tasman Energy Group has been an active participant in public lighting submissions in most 
jurisdictions. 

We have therefore used public lighting as an example to demonstrate some of the issues and benefits 
we have discussed in this submission. 

Whilst the AER is an economic regulator, we trust our public lighting example provides an indication of 
how the prudent establishment of services and tariffs can be broadly applied by the AER to encourage 
sector development and contestability in the achievement of the NEO. 

In our view a natural monopoly does not exist for public lighting as there are alternative providers, and 
indeed DNSPs typically engage sub-contractors to perform many of these services. Further, there is no 
reason why DNSPs should be considered a monopoly service provider because as demonstrated in SA 
others can provide services. Finally, for services that are not a natural monopoly (eg public lighting, 
metering, connection etc), we submit there is no reason why DNSPs should not provide these services 
in other DNSP “regions” – that is, the AER should consider that all DNSPs are capable of providing these 
services on a competitive basis. 

6.4.1 Issue/Benefit  Changed Services and Charges  

The AER has classified public lighting services in Victoria and Tasmania for existing public light types as 
a Direct Controlled and then Alternative Controlled service. It however (and in our view appropriately) 
at least classified “new light types” as an NDS.  

A summary of the current public lighting classifications in the NEM is in Attachment C. 

The issue becomes where a consumer requires upgrading from existing light types to a new light type. 
Whilst the consumer can negotiate service and price (as an NDS) with the DNSP for the new light type, 
it has no “market power” to require the DNSP to alter its existing Alternative controlled tariffs and 
services to recognise the DNSP’s changed costs and the consumers changed service requirements. 

Further, as identified in item 6.4.7 below, in some jurisdictions consumers do not even have access to 
the AER’s pricing models to know how prices were established. 

At best, the changed services and cost may be considered by the AER in its next price determination, 
which at worst would be 5 years hence. 

Current Federal Government funding programs will see dollars in the tens of millions of public funds 
allocated to new light types over the coming years, and without appropriate flexibility as provided by 
NDS, consumers (primarily councils) will be held “captive” in the Alternative controlled classification. 

6.4.2 Issue/Benefit  Cost Reflective Pricing 

Cost reflective tariffs are crucial for consumers in assessing the light type to be used or replaced.  

Unlike other classifications, NDS provides flexibility for consumers and the DNSP to “rebalance” tariffs 
via an agreed (negotiated) process within a regulatory period to better reflect “cost incurred” (NER 
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6.7.1(1)) for the various light types. Further, any agreements can be renegotiated should circumstances 
change eg new light types. 

We advise the AER that there has been three price (tariff) “rebalances” and “annual price reviews” 
between consumers and the DNSP under the NDS classification in SA. 

6.4.3 Issue/Benefit  Competition 

We submit that DNSP services provided in the current Alternative Controlled classification (in all 
jurisdictions except SA) is a primary contributing reason preventing competitive market growth for 
public lighting services and is not providing the appropriate regulatory outcome, including the 
achievement of the NEO. 

Current DNSP practices are also impacting competition. These practices include: 

• The “required” vesting of new public lighting to DNSPs. This practices requires further 
investigation including why this practice exists and is it appropriate market conduct; and 

• The DNSPs “automatic right” to replace lights at the end of their economic life.  

We trust the AER will recognise in accepting these practices the AER is effectively establishing a 
regulated monopoly as DNSPs prevent maintenance to be undertaken on “their assets” by others – yet 
DNSPs typically subcontract this activity with consumers paying profit and overhead to both the 
subcontractor and the DNSP. 

Further, consumers want choice in providers of capital, maintenance and operational aspects of these 
services. As established in SA, there is no reason why other providers cannot provide these services.  

By failing to provide service and price options (eg tiered pricing if Alternative controlled), the AER is 
denying consumers these service options. 

By establishing prices and (by default) “requiring” the DNSP public lighting “service” to include 
automatic replacement of lights at the end of their economic life, the AER is effectively establishing a 
contract in perpetuity – or a regulated monopoly.  

Public lighting customers incur the financial liability and therefore should fairly and reasonably 
determine who funds and replaces lights at the end of their economic life. 

We submit that simply introducing NDS for public lighting will enable consumers to establish both 
service and price with the DNSP and break the cycle of required vesting via tiered pricing and automatic 
light replacement will enable market development. 

Unfortunately, despite submissions in numerous determination processes, currently SA is the only 
jurisdiction with NDS for public lighting.  

6.4.4 Issue/Benefit  Tiered Pricing Options 

Most jurisdictions (except SA) have failed to fully establish tiered pricing for public lighting to provide 
consumers with choice regarding whether a DNSP provides:: 

a. asset funding, maintenance and operation., or 

b. maintenance and operation only, or 

c. operation only. 

It is also conceivable that and option (d) could be established, where the DNSP has no involvement 
with public lighting with all aspects outsourced, including the Type 7 metrology and call centre 
operation. 

Currently it is only in SA where consumers have all three options. 

NSW, Queensland and Tasmania have options (a) and (b).  

Critically, Victoria only has option (a) and this must be addressed by the AER in the next period. 
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Whilst our preference is for the NDS classification for all public lighting services, if the AER classifies 
public lighting as Alternative controlled then we submit at least the tiered pricing service options and 
appropriate tariffs must be established in its determination. 

6.4.5 Issue/Benefit  DNSP Competition 

The current regulatory process has however (unfortunately) created a situation where a consumer (eg a 
council) may be paying significantly more for the same light type on one side of a street to the other 
simply because they are serviced by different DSNPs. 

We submit that this situation requires critical review by the AER in terms of the NEO and is a relevant 
factor pursuant to NER 6.2.1. 

We submit unless a natural monopoly exists (eg poles and wires) that consumers should be able to 
select their service provider of choice which may include the DNSP that is providing and servicing lights 
(across the road) at a cheaper price. 

6.4.6 Issue/Benefit  “Gifting” tax Cost Impost 

We note an increasing trend for DNSPs to charge tax for gifted assets – yet in normal business 
transactions councils do not pay tax. 

It follows that councils (consumers) would therefore be paying a cost impost when assets are gifted to 
the DNSP – a situation we do not believe is consistent with the NEO. Please note that it is typically 
developers that gift these assets to the distributors – not the councils. 

We submit establishing public lighting as an NDS will enable the consumer (councils) to “make the call” 
and determine whether assets should be gifted to councils or the DNSP.  

6.4.7 Issue/Benefit  Information 

Public lighting customers have been frustrated (including the 2009-14 NSW regulatory process) by the 
lack of information made available from DNSPs, and in turn the AER, due to confidentialities in the 
Alternative Controlled process. 

As a result, there was no price modeling made available to NSW consumers in the determination 
process and indeed there was no modeling available to consumers to support the AER’s final 
determination. 

The AER’s classification of public lighting services as a Negotiated service can overcome any issues with 
confidential information as this can be effectively managed through clause 6.7.6(a) of the NER which 
will ultimately be incorporated in the DNSP’s Negotiating Framework.5  

Pursuant to NER clauses 6.7.5 (c)(2) and 6.7.6(a), consumers of public lighting services will have 
sufficient information to enable informed negotiation with NSW DNSPs. 

The adoption of the Negotiated services classification for Public lighting services will more than satisfy 
the requirements of section 2F (g) of the NEL, and indeed overcome the significant issues that have 
faced the AER and customers regarding the provision of confidential information from DNSPs in prior 
periods. 

6.4.8 Issue/Benefit  Type 7 Metrology 

Currently each DNSP has a process established pursuant to the Type 7 metrology procedures. 

We submit there is no “natural monopoly” for these services and with 13 DNSP’s in the NEM each 
performing this service we submit it cannot reasonably be interpreted as “efficient operation and use of, 
electricity services for the long term interests of consumers of electricity” pursuant to the NEO. 
                                             
5 The Negotiating Framework in South Australia allows exchanges of confidential information (RRM 2) 
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7 Next steps 

We would welcome the opportunity to discuss any points we have raised in our submission, and in 
providing any further assistance to the AER in the preparation of its Framework and Approach (F & A) 
for the next regulatory control period commencing 1 July 2015 for the referenced jurisdictions. 
 

Yours sincerely, 
 
 
Craig Marschall 
Principal Consultant 
 

Direct phone:  (03) 9418 3907 
Email:   cmarschall@tteg.com.au 
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Attachment A6 

 

                                             
6 ETSA Negotiation Framework 
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Attachment B7 
7.1 In response to the AER’s preliminary position on classification and form of control, 

we submit the following recommendations:  

Recommendation  1:  The  AER  proposed  service  activities  regarding  asset  relocations 

(including undergrounding) and related support services, conversion to aerial bundled cable 

requested  by  a  third  party,  are  in  general  not  public  lighting  services  and  should  not 

therefore be included as a public lighting service. 

Recommendation 2: As a contestable framework already exists, the current barriers to entry 

in  to  the  public  lighting  services market  can  effectively  be  removed  over  time  through 

negotiation under  chapter 6 Part D of  the NERs.  This development  is  consistent with  the 

National  Electricity  Objective.  Critically,  as  outlined  in  our  submission  this  requires 

classification of the services by the AER Negotiated distribution services. 

Recommendation 3: For  the reasons presented  in  this submission, and  in consideration of 

chapter  6  of  the NER  and  section  2F  of  the NEL,  the Negotiated  services  classification  is 

“clearly more appropriate”  (clause 6.2.1 of NER)  for all public  lighting services, other  than 

those services that are unclassified (unregulated). Our recommendations for specific public 

lighting services are summarised in Table A. 

Table A – Recommended Public Lighting Services 

  Service  Classification  Comments 

1  Alteration  and  relocation  of  DNSP 
owned assets 

Negotiated    

2  Operation,  maintenance  and  repair  of 
DNSP’s  public  lighting  assets  (existing 
technologies) (SLUOS) 

Negotiated   Negotiated Addresses both  service 
terms and conditions and charges. 

Replacement of  lights  to be at  the 
customer discretion – refer 5 below 

3  Operation,  maintenance  and  repair  of 
New Technology Lights 

Negotiated    

4  Operation,  maintenance  and  repair  of 
non‐ DNSP owned public  lighting assets 
(initially funded by others) 

Negotiated   Includes  replacement  lamps,  PE 
cells and other activities as agreed   

5  Replacement  of  existing  lights 
(luminaires,  brackets,  columns)  at  the 
end of their economic life 

Negotiated   Replacement of  lights  to be at  the 
customer  discretion  i.e.  not 
automatically by the DNSP 

6  Written  down  value  of  DNSP  lights  if 
retired early  

Negotiated   current Tariff 5 

7  Ancillary services – notification of  faults 
to streetlight owners. 

Negotiated  A new  service  to  allow  councils  to 
own and maintain its own lights 

                                             
7 Framework and approach paper, Ausgrid, Endeavour Energy & Essential Energy, Regulatory control period commencing 1 July 
2014 -Submission to the AER by Endeavour Energy Councils, August 2012, “Conclusion” commencing page 9 
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8  New  Public  Lighting  installation  not 
funded by the DNSP 

Unclassified 
(unregulated) 

with no vesting requirement 

9  Alteration  and  relocation  of  non  DNSP 
owned assets 

Unclassified 
(unregulated) 

 

10  Streetlight design  Unclassified 
(unregulated) 

 

Recommendation  4:  As  emerging  ‘new  luminaire  types’  or  ‘new  technologies’  are  not 

necessarily known they cannot be classified as Direct control ‐ Alternative control they must 

be classified as Negotiated. 

Recommendation 5:   DNSPs must establish  robust  and  compliant Negotiating  Framework 

including Negotiated Distribution Service Criteria, and Cost Allocation Method for the AER to 

approve in its NSW distribution determination for 2014‐19.  
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Attachment C – Public Lighting Classifications8 
 

 

                                             
8 Discussion paper, Matters relevant to the framework and approach NSW DNSPs 2014—19, Public lighting 
services April 2012 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


