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Table 1.1 Proposed rule change: forecasts of capital expenditure and operating expenditure

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

[6.1] 6.5.6(c)(1) 6.5.6(c) Reuvision to:
ggggggg — remove the requirement that the AER is to

= accept or reject the DNSP’s proposed forecast
6.5.6(d) .
opex;
— remove the opex criteria; and
— provide that the AER is to determine the
forecast opex that it considers would meet the
efficient costs that a prudent DNSP would
require to achieve the opex objectives.

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

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

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

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

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

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

6.11.1 6.11.1(e)

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

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

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

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

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




[6.7]

[6.8]

6.8.1]

[6.9]

[6.10]

[6.10.1]

[6.11]

[6.12]

[6.13]

[6.14]

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

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

6.5.7(e)

6.5.7(e)(1)
6.5.7(€)(2)
6.5.7(€)(3)

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

6.5.7(e)(8)

6.5.7(c)(10)

6.5.6(d)(10)

6.5.7(c)

6.12.1(3)

6.5.7(d)

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

6.10.1(d)

6.11.1(e)

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

6.5.7(d)(5)

6.5.7(c)(7)

6.5.7(d)(8)

6.5.7(d)(10)

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

Revision to:

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

— remove the capex criteria; and

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

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

Revision to:

— the chapeau to the opex factors; and

— consequential renumbering amendment.
Revision to:

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

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

Consequential renumbering revisions.

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

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

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

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




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

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

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

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

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

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

is to be rolled into the regulatory asset base.

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

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

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

expenditure

No. Currentrule(s) Proposedrule(s) Remarks

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

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




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

Table 1.4 Proposed rule change: amending, revoking or substituting a distribution
determination

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

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

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

Table 1.5 Proposed rule change: contingent projects

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

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

6.6A.1(a) distribution determination including:

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

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

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

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




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

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

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

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

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

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

[6.18.4] S6.1.3(14) New clause to provide that a building block

proposal is to include information regarding
contingent projects (if applicable).

Table 1.6 Proposed rule change: excluding related party margins and capitalised overheads
from the regulatory asset base

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

[6.19] S6.2.1(e)(1) S6.2.1(e)(1) New clause to provide that related party margins
or capitalised overheads are only included to the
extent that they have been incurred consistently
with and as provided for in the total of the forecast
capex decided in the revenue determination for

that previous period.




Table 1.7 Proposed rule change: other incentive schemes

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

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

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

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

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

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

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

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

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

Table 1.8 Proposed rule change: treatment of shared assets

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

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

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

decrement for that year arising from;

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

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




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

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

Table1l.9 Proposed rulechange: cost of capital

No. Currentrule(s) Proposedrule(s) Remarks

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

6.5.2(0)(2) — clarify the chapeau of clause 6.5.2(b); and
— require that the WACC is to be calculated in
accordance with the statement on the cost of
capital.

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

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

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

decision.

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

[6.23] 6.5.2(c)(1) Deleted Revision to remove the prescription on how to
6.5.2(c)(2) calculate the nominal risk free rate and the debt
6.5.2(c)(2)(i) risk premium.
6.5.2(c)(2)(ii)
6.5.2(c)(2)(iii)
6.5.2(c)(2)(iv)
6.5.2(d)
6.5.2(e)

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

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

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

to be reviewed.




[6.23.4]

[6.23.5]

[6.24]

[6.25]

6.5.4(€)(3)

S6.1.3(8)

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

6.5.4(a)
6.5.4(b)

6.5.4(e)(4)

S6.1.3(8)

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

6.5.4(a)
6.5.4(b)

Consequential revision to replace reference to

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

Revision to:

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

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

Revision to:

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

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

Revision to:

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

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

Table 1.10 Proposed rule change: cost pass throughs

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

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




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

Table 1.11 Proposed rule change: confidential information

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

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

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

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

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

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

Table 1.12 Proposed rule change: submissions and late proposals

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

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

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

6.9.3(c) proposal unless there are material differences

6.9.3(d)(1) between the two.

28283% See Australian Government Solicitor, Advice on

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

[28]; proposed change [1].

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

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

between the two.

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

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

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

Table 1.14

Proposed rule change: extension of time frames

No.

Currentrule(s) Proposed rule(s) Remarks

[6.35]

[6.35.1]

[6.36]

[6.37]

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

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

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

difficulty of assessing or quantifying its

effect justifies the extension; and

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

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

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

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

Table 1.15

Proposed rule change: decision making process

No.

Currentrule(s) Proposed rule(s) Remarks

[6.38]

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

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

— revise clause 6.12.1(2) to provide that the
AER is to determine the annual revenue
requirement; and
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— preserve in new clause 6.12.1(2A), that the
AER is to accept or refuse to accept the
proposed regulatory control period.

[6.38.1] 6.12.3(e) 6.12.3(d) Consequential renumbering revisions.
6.12.3(9) 6.12.3(e)
6.12.3(h) 6.12.3(f)
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1.2

Draft rules
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6 Economic Regulation of Distribution Services

Part B Classification of Distribution Services and Distribution
Determinations

6.2 Classification

6.2.8 Guidelines

(@)

(b)

©)

(d)

(€)

The AERmay publish guidelines as to:
(1) the classification of distribution servigesd
(2) the control mechanisms for direct control servj@esl

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

and
2y 4 slikel I I . ity in g «t of
possiblepass throgh eventsand [6.26]
{5)(4)other matters relevant to this Chapter. [6.26]

The guidelines may relate to a specifiBtstribution Network Service
Provideror Distribution Network Service Provideo$ a specified class.

The guidelines are not mandatory (and hence do not birkERer anyone
else) but, if theAER makes a distribution determination that is not in
accordance with a relevant guideline, tieR must state, in its reasons for
the distribution determination, the reasons for departing from the guideline.

If the guidelines indicate that there may be a change of regulatory approach
in future distribution determinations, the guidelines should also (if
practicable) indicate how transitional issues are to be dealt with.

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

Part C Building Block Determinations for standard control
services

6.3 Building block determinations
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6.3.2 Contents of building block determination

(@)

(b)

A building block determination for Bistribution Network Service Provider
is to specify, for a regulatory control period, the following matters:

(1) the Distribution Network Service Provider'sannual revenue
requirementfor each regulatory yeaof the regulatory control period;

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

(3) how any applicablefficiency benefit sharing schenpservice target
performance incentive schemer—demand management incentive
scheme or_other incentive scheme or schemes developed and
published under clause 6.6a¥e to apply to th®istribution Network
Service Provider [6.20.1]

(4) the commencement and length of the regulatory control period;

(5) any other amounts, values or inputs on which ldbéding block
determination is based (differentiating between those contained in, or
inferred from, the service provideBsilding block proposaand those
based on the AER&svN estimates or assumptions).

A regulatory control period must be not less than 5 regulatory years

6.4.3 Building block approach

(@)

Building blocks generally

The annual revenue requiremenfor a Distribution Network Service
Provider for eachregulatory yearof aregulatory control period must be
determined using a building block approach, under which the building
blocks are:

(1) indexation of the regulatory asset base — see paragraph (b)(1); and
(2) areturn on capital for that year — see paragraph (b)(2); and
(3) the depreciation for that year — see paragraph (b)(3); and

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

(5) the revenue increments or decrements (if any) for that year arising
from the application of theefficiency benefit sharing schemine
service target performance incentive schenmagd-the demand
management incentive scheara other incentive scheme or schemes
developed angbublished under clause 6.6-5see paragraph (b)(5);
and [6.20.2]
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(b)

(6)

(7)

(8)

the other revenue increments or decrements (if any) for that year
arising from the application of a control mechanism in the previous
regulatory control period — see paragraph (b)(6); and

the forecast operating expenditure for that year — see paragraph
(b)(7);,.and [6.21.1]

if applicable, any revenue decrement for that year arising from the use

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

Details of the building blocks

For the purposes of paragraph (a):

(1)

(@)

3)
(4)

(5)

(6)

for indexation of the regulatory asset base:

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

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

the return on capital is calculated in accordance with clause 6.5.2; and

Note: [6.22.1]
A-—statement-ofregulatory—interhay—be—relevant-to—the—caleulation—{See—€lause
6.5.4). [6.22.1]

the depreciation is calculated in accordance with clause 6.5.5; and

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

Note: [6.22.1]

6.5.4). ; ST e [6.22.1]

the revenue increments or decrements referred to in paragraph (a)(5)

are those that arise as a result of the operation of an applicable
efficiency benefit sharing schemeervice target performance

incentive schemesr-demand management incentive schemether

incentive scheme or schemas referred to in clauses 6.5.8, 6.6u2d

6.6.3 and 6.6.5and [6.20.2]

the other revenue increments or decrements referred to in paragraph
(a)(6) are those that are to be carried forward to the cuegulatory
control period as a result of the application of a control mechanism in
the previousregulatory control period and are apportioned to the
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relevant year under the distribution determination for the current
regulatory control period; and

(7) the forecast operating expenditure for the year is the forecast operating

expenditure asaccepted—or—substitutddterminedby the AER in

accordance with clause 6.5.6. [6.1.1]
6.5 Matters relevant to the making of building block determinations
6.5.2 Return on capital

Calculation of return on capital

(@ The return on capital for eaalegulatory yearmust be calculated by
applying a rate of return for the relevabDistribution Network Service
Provider for thatregulatory control period (calculated in accordance with
this clause 6.5.2) to the value of the regulatory asset base for the relevant
distribution systemas at the beginning of thategulatory year (as
established in accordance with clause 6.5.1 and schedule 6.2).

Weighted average cost of capital

(b) The rate of return for distribution Network Service Providefor a
regulatory control period is the cost of capital as measured by the return
required by investors in a commercial enterprise with a similar nature and
degree of non-diversifiable risk as that faced bydis&ibution business of

the provider and must be calculated-as-anoeminatipasteighted-average
cost of capitaf WACQ in accordance with the following formula [6.22]

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

WACC =k, +k —
%

where:

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

re + e XMRP
where:

rris the nominal risk free rate for theegulatory control period
oo ecrepde sl b e ()
Be is the equity beta; and

MRP is the market risk premium;
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kq is the return on debt and is calculated as:
rr + DRP
where:

DRP is the debt risk premium for theegulatory control period
determined in accordance with paragraph (e)

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

D/V is the value of debt as a proportion of the value of equity ane deloit

(2) in accordance with the statement on the cost of capital
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[6.23]

[6.23]

[6.23]

[6.23]
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6.5.4

ate. | [6.23]

Meaning-of-debtrisk-premivm— [6.23]

Anualised
ieh have a

rating from a recogniskcredit rating agency. [6.23]

Review of rate of return

TheAER must in accordance with theéistribution consultation procedures
and-this-clausasarry out reviews of the matters referred to in paragraph (d)

in accordance with this clause and thstribution consultation procedurgs
subject to: [6.25]

(@)

(b)

(€)

(d)

(1)

the reference in rule 6.16(e) to 80siness daydeing read as a

(2)

reference to 100 business dagsd [6.25]

theAER may not extend the time within which it is required to publish

its final decision under rule 6.16(g). [6.25]

The-firstA review is to be concluded bi-May—2009 March 2014and
further reviews are to follow at intervals not exceeding, in any case, five
years with the first interval starting from-31-March-2008arch 2014 [6.25]

TheAER must, in consequence of a review, issue a statemetatéament-of
regulatery—ntenstatement _on _the cost of capital) adopting valuesand
methodsand-creditrating-levelfor Distribution Network Service Providers

or for specified classes of Distribution Network Service Providers [6.22.1] [6.23.1]

The following matters (and the method of their calculation) may form the
subject of a review:

(1)
@)
3)
(4)

()

the nominal risk free rate referred to in clause-€565.2(b)(1) [6.22.2]

the equity beta referred to in clause 6552 (b)(1) [6.22.2]

the market risk premium referred to in clause-6-5628:2(b)(1) [6.22.2]
5-2(the

debt risk premium referred to in clause 6.5.2(h)(1) [6.23.1] [6.23.3]

the ratio of the value of debt to the value of equity and debt referred to
in clause-6-5-2{16).5.2(b)(1) and [6.22.2]
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(6) credit rating levelsreferred to in clause 6.5.2(g); [6.23.1]

H(6)the assumed utilisation of imputation credits referred to in clause
6.5.3. [6.23.2]

(e) Inundertaking areview, the AER must have regard to:

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

(2) theneed for the return on debt to reflect the current cost of borrowings
for comparable debt; and

(3) the need for thecreditratingtevels-or-the values attributable to, or the
methods of calculating, the pararmetersmatters referred to in paragraph

(d) that vary according to the efficiency of the Distribution Network
Service Provider to be based on a benchmark efficient Distribution

Network Service Provider; and [6.23.1] [6.23.4]
(4) : :
be-determinedtwith-certainty- L it i : o | [6.24]
{h——the need to achieve an outcome that is consistent with the
national electricity objective; and [6.24]

colomedop e ro e ol beor ccople Lo [6.24]
(5) the previously adopted values for, or methods of calculating, the
matters referred to in paragraph (d). [6.24]

(f) A statement-ofregulatory-Hatentstatement on the cost of capital adopting a
revised value, or method,—er—eredit+ating-tevel in relation to the matters

referred to in paragraph (d) applies only for the purposes of a building block
proposal submitted to the AER after publication of the statement—of
regulatery-Htentstatement on the cost of capital. [6.22.1] [6.23.1]

(@ A distribution determination to which a statement—of—regulatory
Hatentstatement on the cost of capltal is appllcable must be consistent wi th

sotement, - | " [6.22.1] [6.24]

e [6.24]
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6.5.6

Forecast operating expenditure

(@)

(b)

A building block proposalmust include the total forecast operating
expenditure for the relevantegulatory control period which the

Distribution Network Service Provideronsiders is required in order to
achieve each of the following (the operating expenditure objegtives

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

(2) comply with all applicableregulatory obligations or requirements
associated with the provision of standard control seryices

(3) maintain the quality, reliability and security of supply stAndard
control services

(4) maintain the reliability, safety and security of thistribution system
through the supply of standard control services

The forecast of required operating expenditure @fisaribution Network
Service Providethat is included in a building block proposaust:

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

(2) be for expenditure that is properly allocated standard control
servicesin accordance with the principles and policies set out in the
Cost Allocation Method for theDistribution Network Service
Provider, and

(3) include both:
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() the total of the forecast operating expenditure for the relevant
regulatory control period; and

(i) the forecast of the operating expenditure for eesfulatory
year of the relevant regulatory control period.

expenditure-for-theegulatory-control-periodeasonably reflects: [6.1]

and ) | | [6.1]

. ' | I . . 1 | - ’ [6.1]

3} —arealistic-expectation-of-the-demand-forecast-and-costinputsrequired
to achieve theperating expenditure objectives [6.1]
{theoperating-expenditure-criterja [6.1]

The AER must determine the total of the forecast of required operating
expenditure of distribution Network Service Providdor the requlatory
control period, and the forecast of the required operating expenditure for
each reqgulatory year of the requlatory control period, that théAER
considers would meet the efficient costs that a prubDesttibution Network
Service Providerwould require to achieve theperating expenditure

objectives [6.1]

. dorthat is included. in Building blogl [6.1]
{e)Xd)n-deciding-whether-or-not-theER is-satisfieth determining the forecasts

of required operating expendituas referred to in paragraph (c), theR
mustay, as it considers appropriateave regard to the following (the
operating expenditure factors [6.2]

proposal [6.3]

proposal [6.3]

4)(1)benchmark operating expenditure that would be incurred by an
efficient Distribution Network Service Providesver theregulatory
control period; [6.3.1]
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5)(2)the actual and expected operating expenditure ofDds&ribution
Network Service Provideduring any precedingegulatory control
periods [6.3.1]

6)(3)the relative prices of operating and capital inputs; [6.3.1]

{AH(4)the substitution possibilities between operating and capital
expenditure; [6.3.1]

8)(5)whetherthe-total- labour—costs-included-the eapital-andoperating
expenditure forecasfor theregulatory control periogirds consistent
with the incentives provided by the applicabservice target
performance incentive schenwerespect—of-thaegulatory—ceontrol
period_ efficiency benefit sharing schemédemand management
incentive schemer other incentive scheme or schemes developed and
published under clause 6.6.5 [6.3.1] [6.4] [6.20.3]

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

HO(7)the extentzeDistibuion-NebyorcSondee Providaas-considerad,

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

expenditure; [6.3.1] [6.5]
(8) a realistic expectation of the demand forecast and cost inputs; [6.6]

(9) whether the forecast of required operating expenditure includes
amounts relating to a project that should more appropriately be

identified as a contingent project under clause 6.6A.1(c); [6.18.1]
(10) any other factors theER considers relevant. [6.7]
6.5.7 Forecast capital expenditure

(@)

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

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

(2) comply with all applicableregulatory obligations or requirements
associated with the provision of standard control seryices

(3) maintain the quality, reliability and security of supply stAndard
control services
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(4) maintain the reliability, safety and security of thistribution system
through the supply of standard control services

(b) The forecast of required capital expenditure obDiatribution Network
Service Providethat is included in a building block proposaust:

(1) comply with the requirements of any relevasgjulatory information
instrument and

(2) be for expenditure that is properly allocated standard control
servicesin accordance with the principles and policies set out in the
Cost Allocation Method for theDistribution Network Service
Provider, and

(3) include both:

(i) the total of the forecast capital expenditure for the relevant
regulatory control period; and

(i) the forecast of the capital expenditure for eaeulatory year
of the relevant regulatory control period; and

(4) identify any forecast capital expenditure that is for an option that has
satisfied the regulatory test

(c)
expenditure for theegulatay control periodreasonably reflects: [6.8]
1y 4 i ¢ achioving ol ; biecti I [6.8]
| [6.8]
to achieve theapital expenditure objectives o [6.8]
Leenpdolonnondin po ooy [6.8]

The AER must determine the total of the forecast of required capital
expenditure of distribution Network Service Providdor the reqgulatory
control period, and for and the forecast of the required capital expenditure
each reqgulatory year of the requlatory control period, that théAER
considers would meet the efficient costs that a prubDesttibution Network
Service Provider would require to achieve the&apital expenditure

objectives [6.8]

Service-Provider [6.8]
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{e)Xd)n-deciding-whether-or-not-theER is-satisfieth determining the forecasts

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

capital expenditure factoys

4)(1)benchmark capital expenditure that would be incurred by an efficient
Distribution Network Service Provideover theregulatory control
period;

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

{8)(3)the relative prices of operating and capital inputs;

{H(4)the substitution possibilities between operating and capital
expenditure;

8)(5)whetherthetotal tabour—costs-included-the capitaland-eperating
expenditure forecastor theregulatory control periodkrds consistent
with the incentives provided by the applicabservice target
performance incentive schenme-respect—of-thaegulatory—ceontrol
period_ efficiency benefit sharing schemédemand management
incentive schemer other incentive scheme or schemes developed and

[6.9]

[6.10]

[6.10]

[6.10]

[6.10.1]

[6.10.1]

[6.10.1]

[6.10.1]

published under clause 6.6.5 [6.10.1] [6.11] [6.20.3]

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

7)the extentheDistribution-Network-ServiceProvidéras-considered,
20X7)

and—made—provision—fdo_which any efficient and prudentnon-
network alternativescan displace parts of the forecast of required

[6.10.1]

capital expenditure; [6.10.1] [6.12]

(8) a realistic expectation of the demand forecast and cost inputs;

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

(10) any other factors theERR considers relevant.
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Forecast capital expenditure and contingent projects

(e)

Paragraphs (f) — (i) apply where:

(f)

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

(2) there is an unspent amount of capital expenditure forcthdtngent
projectunder paragraph (f).

A Distribution Network Service Providerluilding block proposafor the

(@)

secondregulatory control period, must include in the forecast of required
capital expenditure referred to in paragraph (a) an amount of any unspent
capital expenditure for eaatontingent projectas described in paragraph
(e)(2), that equals the difference (if any) between:

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

(2) the total of the capital expenditure actually incurred (or estimated
capital expenditure for any part of the firsgulatory control period
for_which actual capital expenditure is not available) in the first
requlatory control period for that contingent project

The AER must include in any forecast capital expenditure for the second

(h)

requlatory control period which thé\ER determined in accordance with
clause 6.12.1(3), the amount of any unspent capital expenditure calculated
in accordance with paragraph (f).

Without limiting the requirement in paragraph (g), in determining the

forecast of required capital expenditure oDstribution Network Service
Provider for the secondequlatory control period in accordance with this
clause 6.5.7, the AERuUst not:

(1) assess the reasonableness of the amount of unspent capital expenditure

for a contingent projecteferred to in paragraph (f) or the remaining
period to which the contingent projempplies;

(2) assess the reasonableness of the timing of the unspent capital
expenditure within the remaining period for cantingent project
referred to in paragraph (f) except as part of determining the total
forecast capital expenditure under paragraph (c); or

(3) take into account any amount which represents faromingent
projectreferred to in paragraph (f) the difference between:

() the amount representing the sum of the forecast capital
expenditure for thatontingent projectfor each year of the
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6.5.8

(i)

immediately precedingequlatory control periodreferred to in
clause 6.6A.2(e)(1)(ii); and [6.18.2]

(i) the total capital expenditure actually incurred (or estimated
capital expenditure for any part of the precednegulatory
control period for which actual capital expenditure is not
available) in the immediately precedinggulatory control
period for that contingent project [6.18.2]

A building block proposal in respect of the second regulatory control period

must not include in the forecast of required capital expenditure referred to in
paragraph (a) any capital expenditure foromtingent projectfor the first
requlatory control period: [6.18.2]

(1) to the extent that the capital expenditure was included in the amount
of capital expenditure for thabntingent projechs determined in the
first regulatory control period under clause 6.6A.2(e)(1)(i); and [6.18.2]

(2) the capital expenditure actually incurred (or estimated capital
expenditure for any part of the firsegulatory control period for
which actual capital expenditure is not available) in the first
requlatory control period for thatontingent projectexceeded the
capital expenditure referred to in subparagraph (1). [6.18.2]

Efficiency benefit sharing scheme

(@)

(b)

()

TheAERmust, in accordance with tlakstribution consultation procedurges
develop andpublish a scheme or schemesffiCiency benefit sharing
schemg that provide for a fair sharing betweddistribution Network
Service Providerand Distribution Network Users':

(1) the efficiency gains derived from the operating expenditure of
Distribution Network Service Providerfor a regulatory control
period being less than; and

(2) the efficiency losses derived from the operating expenditure of
Distribution Network Service Providerfor a regulatory control
period being more than,

the forecast operating expendituecepted-or-substitutdeterminedoy the
AERfor that regulatory control period. [6.1.1]

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

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

(1) the need to ensure that benefits to consumers likely to result from the
scheme are sufficient to warrant any reward or penalty under the
scheme foDistribution Network Service Providerand
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6.6

6.6.1

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

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

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

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

(d) TheAER may, from time to time and in accordance with th&ribution
consultation proceduresamend or replace aefficiency benefit sharing
scheme

Adjustments after making of building block determination.

Cost pass through

(&) If apositive change evemtccurs, aDistribution Network Service Provider
may seek the approval of tAdER to pass through tBistribution Network
Usersa positive pass through amount

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

(9).

Positive pass through

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

(1) the details of the positive change eyand
(2) the date on which the positive change ewentirred; and

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

(4) thepositive pass through amoutite provider proposes in relation to
the positive change everind
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(5) the amount of theositive pass through amouthat the provider
proposes should be passed througibistribution Network Usersn
each regulatory yeaduring the regulatory control period; and

(6) evidence:

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

(i) that such costs occur solely as a consequence opdhkitive
change eventand

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

(d) If the AERdetermines that a positive change evex#t occurred in respect of
a statement under paragraph (c), the AttRt determine:

(1) the approved pass through amqguartd

(2) the amount of thaapproved pass through amoutitat should be
passed through tDistribution Network User@n eachregulatory year
during the regulatory control period,

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

(e) If the AER does not make the determinations referred to in paragraph (d)
within 6640 business daylsom the date it receives the Distribution Network
Service Provider'statement and accompanying evidence under paragraph
(c), then, on the expiry of that period, tAER s taken to have determined
that: [6.35.1]

(1) the positive pass through amourats proposed in the provider's
statement under paragraph (c) is épproved pass through amount
respect of that positive change evemd

(2) the amount of thapositive pass through amouititat the provider
proposes in its statement under paragraph (c) should be passed
through toDistribution Network User@n eachregulatory yearduring
the regulatory control period, is the amount that should be so passed
through in each such regulatory year

Negative pass through

(H A Distribution Network Service Providenust submit to th&ER within 90
business daysf becoming aware of the occurrence ofiegative change
eventfor the provider, a written statement which specifies:

(1) the details of the negative change eamicerned; and

(2) the date the negative change evsaurred; and
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(¢))

(h)

(3) the costs in the provision dftandard control serviceghat the
provider has saved and is likely to save until the end ofettpalatory
control period as a result of the negative change ewaeick

(4) the aggregate amount of those saved costs that the provider proposes
should be passed through to Distribution Network Usaerd

(5) the amount of the costs referred to in subparagraph (4) the provider
proposes should be passed througiDistribution Network Usersn
each regulatory yeaduring the regulatory control period; and

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

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

(1) the required pass through amouand
(2) taking into account the matters referred to in paragraph (j):

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

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

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

Consultation

(i)

Before making a determination under paragraph (d) or (g) AR may
consult with the relevarDistribution Network Service Provideand such
other persons as thER considers appropriate, on any matters arising out
of the relevant pass through evéimé AERconsiders appropriate.

Relevant factors

()

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

(1) the matters and proposals set out in any statement givenA& Risy
the provider under paragraph (c) or (f); and
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(@)

3)

(4)

()

(6)

(7)

(8)

in the case of @ositive change eventhe increase in costs in the
provision ofstandard control servicethat the provider has incurred
and is likely to incur until the end of tmegulatory control period as a
result of the positive change evesnd

in the case of positive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of fusitive change
event including whether the provider has failed to take any action that
could reasonably be taken to reduce the magnitude @lithble pass
through amounin respect of thapositive change evemtnd whether

the provider has taken or omitted to take any action where such action
or omission has increased the magnitude of the amount in respect of
that positive change everind

the time cost of money based on wneighted average cost of capital
for the provider for the relevant regulatory control period; and

the need to ensure that the provider only recovers any actual or likely
increment in costs under this paragraph (j) to the extent that such
increment is solely as a consequence of a pass through amdnt

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

whether the costs of the pass through etiane already been factored
into the calculation of the provider's annual revenue requirenaeil

any other factors the AER®nNsiders relevant.

Extension of time limits

(k)

(1)

The AER must, by written notice to ®istribution Network Service
Provider, extend a time limit fixed in clause 6.6.1(c) or clause 6.6.1(f) if the
AERIs satisfied that the difficulty of assessing or quantifying the effect of
the relevant pass through evéumtifies the extension.

The AER may extend the time limit fixed in clause 6.6.1(e) by up to a

further 60 business dayfs

(1)

making the determination involves questions of unusual complexity or

(2)

difficulty; or

the AER requires information further to that specified in the

Distribution Network Service Providerisritten statement submitted
under clause 6.6.1(c).
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6.6.4 Reopening of distribution determination for capital expenditure

(a)

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

(b)

during a regulatory control period, apply to thé&ER to revoke and

substitute a distribution determination that applies to it where:

(1)

an event that is beyond the reasonable control of the provider has

occurred during thategulatory control period and the occurrence of
that event during that period (or of an event of a similar kind) could
not reasonably have been foreseen at the time of the making of the
distribution determination (‘the evént

(2) no forecast capital expenditure was determined bVAfIR for that
period under clause 6.12.1(3) in relation to the event that has
occurred;

(3) the provider proposes to undertake capital expenditure to rectify the
adverse consequences of the event;

(4) the total of the capital expenditure required during réwulatory
control period to rectify the adverse consequences of the event:

(i)  exceeds 5% of the value of the regulatory asset base for the
relevantDistribution Network Service Providdor the first year
of the relevant reqgulatory control period;

(i) is such that, if undertaken, it is reasonably likely (in the absence
of any other reduction in capital expenditure) to result in the
total actual capital expenditure for tmagulatory control period
exceeding the total of the forecast capital expenditure for that
requlatory control period as determined by th&ER in
accordance with clause 6.12.1(3); and

(5) the provider can demonstrate that it is not able to reduce capital
expenditure in other areas to avoid the consequence referred to
in_subparagraph (4)(ii) without materially adversely affecting
the reliability and security of the relevant distribution system

(6) a failure to rectify the adverse conseguences of the event would be

(7)

likely to materially adversely affect theliability and security of the
relevant distribution systemnd

the event is not @ass through evenbr atrigger eventassociated

with a contingent project

An application referred to in paragraph (a) must not be made within 90

(c)

business daygrior to the end of a requlatory year

Following its receipt of an application made in accordance with paragraphs

(a) and (b), the AERwUSL:
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(d)

(1)

consult with théistribution Network Service Providend such other

(2)

persons as it considers appropriate in relation to the application; and

make its decision on the application within l@siness daysf that

application being made.

The AER must, and must only, revoke a distribution determination

(e)

following an application made in accordance with paragraphs (a) and (b) if

the AERis satisfied of each of the matters referred to in paragraph (a).

If the AER revokes a distribution determination under paragraph (d), the

(f)

AER must make a new distribution determination in substitution for the

revoked determination to apply for the remainder ofréwilatory control

period for which the revoked determination was to apply.

The substituted distribution determination must only vary from the revoked

(@)

distribution determination to the extent necessary:

(1)

to adjust the forecast capital expenditure for tkgulatory control

(2)

period to accommodate the amount of such additional capital
expenditure that thAER considers would meet the costs the prudent
Distribution Network Service Providevould require to achieve one

or more of thecapital expenditure objectivekaving regard to, as it
considers appropriate, tloapital expenditure factorn which case

the amount of that adjustment will be taken to be determined by the
AERunder clause 6.5.7(c); and

to reflect the effect of any resultant increase in forecast capital

expenditure on:

() the forecast operating expenditure for the remainder of the
requlatory control period;

(i) the annual revenue requiremefdr eachregulatory yearin the
remainder of the requlatory control period; and

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

If the AER revokes and substitutes a distribution determination under

paragraph (e), that revocation and substitution must take effect from the

commencement of the next requlatory vear

Extension of time limits

(h)

The AERmay extend the time limit fixed in subparagraph (c)(2) by up to a

further 60 business days if:

(1)

making the decision involves questions of unusual complexity or

difficulty; or
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(2) the AER requires information further to that specified in the
Distribution Network Service Providerapplication submitted under

paragraph (a).

6.6.5 Other incentive schemes

(a)

TheAER may, in accordance with thbistribution consultation procedures

(b)

develop andublish an incentive scheme or schemes other thasetivece
target performance incentive schemdemand management incentive
schemeand theefficiency benefit sharing scherte apply toDistribution
Network Service Providemshere theAER considers that there are benefits

to end users or customers arising from applying the incentive scheme or
schemes to Distribution Network Service Providers

In developing and implementing an incentive scheme or schemes under this

(c)

clause, the AERust have reqgard to:

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

(2) the need to ensure that the incentives are sufficient to offset any
financial incentives théistribution Network Service Providenay
have to reduce costs at the expense of service levels; and

(3) _the need to ensure that benefits to consumers likely to result from the
incentive scheme or schemes are sufficient to warrant any reward or
penalty under the incentive scheme or schemesDistribution
Network Service Providerand

(4) the willingness of the customer or end user to pay for improved
performance in the delivery of services; and

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

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

(d)

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

The AER must set out in the incentive scheme or schemes that is developed

(e)

and published under this clause any requirements with which the values
attributed to the parameters referred to in paragraph (c) must comply.

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

consultation proceduresamend or replace any other incentive scheme or
schemes that is developed gmablished under this clause, except that no
such amendment or replacement may change the application of the incentive
scheme or schemes tdastribution Network Service Providém respect of
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6.6A

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

operation.

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

(g) _An amendment or replacement referred to in pa@y(f) must not change

the values to be attributed to any parameters applicable to the incentive

scheme or schemes where:

(1) those values must be included in information accompanying a

requlatory proposaland

(2) the requlatory proposalis required to be submitted under clause

6.8.2(a) at a time that is within 2 months of thablication of the

amended or replaced parameters applicable to the incentive scheme or

schemes.

Contingent Projects

6.6A.1

Acceptance of a Contingent Project in a distribution determination

(a)

A building block proposalmay include proposed contingent capital

(b)

expenditure which theDistribution Network Service Provideonsiders is
reasonably required for the purpose of undertakimyoposed contingent

project

The proposed contingent capital expenditdor eachproposed contingent

(c)

project must:

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

(2) not be otherwise provided for (either in part or in whole) in the total

forecast capital expenditure included in thelding block proposahs
referred to in clause 6.5.7(a).

The proposed contingent projecind the proposed contingent capital

(d)

expendituremust comply with the requirements of any relevauulatory
information instrument

Thetrigger eventsn relation to each proposed contingent projeetst be

(e)

appropriate.

The AER may identify anycontingent project which may include a

proposed contingent project (if any), that:

(1) meets the requirements specified in paragraphs (b), (c) and (d);
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(f)

(2)

the AER considers a prudent Distribution Network Service Provider

()

would be reguired to undertake if the associated trigger event occurs
during the regulatory control period to achieve one or more of the
capital expenditure objectives; and

is not otherwise provided for (either in part or in whole) in the total of

the forecast of required capital expenditure for the relevant regulatory
control period which is determined by the AER in accordance with
clause 6.5.7(c).

In determining whether a trigger event in relation to a proposed contingent

project is appropriate for the purposes of paragraph (d), the AER must have

regard to the need for:

1)

a trigger event to be reasonably specific and capable of objective

(2)

verification;

atrigger event to be a condition or event, which, if it occurs, makes

()

the undertaking of the proposed contingent project reasonably
necessary in order to achieve one or more of the capital expenditure

objectives;

atrigger event to be a condition or event that generates increased costs

(4)

or categories of costs;

a trigger event to be described in such terms that the occurrence of

(5)

that event or condition is al that is reguired for a Distribution
Network Service Provider to make an application to the AER under
clause 6.6A.2; and

atrigger event to be an event or condition, the occurrence of which is

probable during the regulatory control period, but the inclusion of
capital expenditure in relation to it under clause 6.5.7 is not
appropriate because:

(i) itisnot sufficiently certain that the event or condition will occur
during the requlatory control period or if it may occur after that
regulatory control period or not at al; or

(i) subject to the reguirement to satisfy subparagraph (b)(1)(i), the
costs associated with the event or condition are not sufficiently
certain.

6.6A.2 Amendment of distribution determination for contingent project

(a

Subject to paragraph (b), a Distribution Network Service Provider may,

(b)

during aregulatory control period, apply to the AER to amend a distribution

determination that applies to that provider where a trigger event for a

contingent project in relation to that distribution determination has occurred.

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

must not be made within 9Business day®rior to the end of a

(2)

requlatory year

subject to subparagraph (1), must be made as soon as practicable after

(3)

the occurrence of the trigger event

must contain the following information:

(4)

(i)

an explanation that substantiates the occurrence ofritioer

(ii)

event

a forecast of the total capital expenditure for tmntingent

(iii)

project

a forecast of the capital and incremental operating expenditure,

(iv)

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

how the forecast of the total capital expenditure for the

(V)

contingent projecimeets the threshold as referred to in clause

6.6A.1(b)(1);

the intended date for commencing tmmtingent projectwhich

(vi)

must be during the requlatory control period);

the anticipated date for completing thentingent project

(vii)

(which may be after the end of tinegulatory control period);
and

an estimate of the incremental revenue which Bistribution

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

the estimate referred to in subparagraph (3)(vii) must be calculated:

(i)

on the basis of the capital expenditure referred to in

(ii)

subparagraph (3)(iii);

on the basis of the rate of return for thistribution Network

(iii)

Service Providefor therequlatory control periodhs determined
pursuant to clause 6.5.2;

consistently with the manner in which depreciation is calculated

(iv)

under clause 6.5.5;

to include the incremental operating expenditure referred to in

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

As soon as practicable after its receipt of an application made in accordance

(V)

in accordance with the requirements for roll forward inrtike

forward modeland revenue calculation in tip@st-tax revenue
model

(d)

with paragraphs (a) and (b), tA&R mustpublish the application, together

with an invitation for written submissions on the application.

The AER must consider any written submissions made under paragraph (c)

(e)

and must make its decision on the application withitlhd€iness dayef its

receipt of that application. In doing so tAER may also take into account

such other information as it considers appropriate, including any analysis
(such as benchmarking) that is undertaken by it for that purpose and the

capital expenditure factors

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

forecast of the total capital expenditure for domtingent projectmeets the

threshold as referred to in clause 6.6A.1(b)(1)(i), it must:

(1)

determine:

(2)

(i)

the scope of the&ontingent projectthat the AER considers a

(ii)

prudent Distribution Network Service Providewould be
required to undertake to achieve one or more of ciaital
expenditure objectives

the amount of capital and incremental operating expenditure, for

(iii)

the purpose of undertaking thesontingent projectfor each
remaining regulatory yearwhich the AER considers would,
respectively, meet the efficient costs that a prudesiribution
Network Service Providexould require to achieve one or more
of the capital expenditure objectiveand one or more of the
operating expenditure objectives

the total capital expenditure for the purpose of undertaking the

(iv)

contingent project, which th&ER considers would meet the
efficient _costs that a pruderistribution Network Service
Provider would require to achieve one or more of ttapital
expenditure objectives

the likely commencement and completion dates for the

(V)

contingent projectand

the incremental revenue which is likely to be required by the

Distribution Network Service Providein each remaining
requlatory yearas a result of thecontingent projectbeing
undertaken as described in subparagraphs (i) and (ii), such
estimate being calculated in accordance with subparagraph (2);

calculate the estimate referred to in subparagraph (3)(v):
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(f)

() on the basis of the capital expenditure referred to in
subparagraph (3)(i);

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

(i) otherwise in accordance with subparagraph (b)(4); and

(3) amend the distribution determination in accordance with paragraph

0.

Amendments to a distribution determination referred to in subparagraph

(@)

(e)(3) must only vary the determination to the extent necessary:

(1) to adjust the forecast capital expenditure for tieatlatory control

period to accommodate the amount of capital expenditure determined
under subparagraph (3)(i) (in _which case the amount of that
adjustment will be taken to be determined by AR under clause

6.5.7(c));

(2) to adjust the forecast operating expenditure forrdgilatory control

period to accommodate the amount of incremental operating
expenditure determined under subparagraph (3)(i) (in which case the
amount of that adjustment will be taken to be determined bjHEiR
under clause 6.5.6(c));

(3) to reflect the effect of any resultant increase in forecast capital and

operating expenditure on:

() the annual revenue requiremefdr eachregulatory yearin the
remainder of the requlatory control period; and

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

Amendments to a distribution determination take effect from the

commencement of the next requlatory yeéthe requlatory control period.

Extension of time limits

(h)

TheAERmay extend the time limit fixed in paragraph (d) by up to a further

60 business days if:

(1) making the decision involves gquestions of unusual complexity or

difficulty; or

(2) the AER requires information further to that specified in the

Distribution Network Service Providerapplication submitted under

paragraph (c).
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6.6A.3 Distribution Contingent Project Guidelines [6.18]
Preparation, publication and amendment of Distributi on Contingent Project
Guidelines [6.18]
(a) TheAERmay, in accordance with thistribution consultation procedurgs
prepare and publish thHaistribution Contingent Project Guidelines [6.18]
(b) The AER may, from time to time and in accordance with th&tribution
consultation proceduresamend or replace thBistribution Contingent
Project Guidelines [6.18]
Contents of Distribution Contingent Project Guidelin es [6.18]
(c)  The Distribution Contingent Project Guidelinesay include, but are not
limited to the threshold for aontingent projecfor the purposes of clause
6.6A.1(b)(2)(1) [6.18]
(d) TheDistribution Contingent Project Guidelingsay vary in application as
between different participating jurisdictiorand over time. [6.18]
Part E Regulatory proposal
6.8 Regulatory proposal
6.8.1 AER's framework and approach paper

(@)

(b)

TheAER must prepare anpublish a document (@amework and approach
pape)) in anticipation of every distribution determination.

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

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

service target performance incentive schamgchemesand ive se ' o [6.34]

efficiency benefit sharing schemeschemesand f hen | o [6.34]

and | ‘ [6.34]

(2) whether there is to be an adjustment for the arséorecast use of
assets forming part of the requlatory asset base for the provision of
services other than the provision sihndard control servicem the
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6.8.2

(ca)

(d)

(€)

(f)

(¢))

(h)

control mechanism or by an adjustment to the building blocks as
referred to in clause 6.4.3(a)(8) or a combination of these adjustments;

and

(3) the form (or forms) of the control mechanisms to be applied by the

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

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

Theframework and approach papenust include théAER'sdetermination

under clause 6.25(b) as to whether or not Part J of Chapter 6A is to be

applied to determine the pricing thnsmission standard control services
provided by anydual function asseteswned, controlled or operated by the
Distribution Network Service Provider

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

The AER should complete itdramework and approach papefor a
particulardistribution networksufficiently in advance of the making of the

relevant distribution determination to enable it to be of use to the

Distribution Network Service Providén preparing its regulatory proposal

If a distribution determination is currently in force, th&ER must

commence preparation of, and consultation on, the framework and approach
paper for the distribution determination that is to supersede it at least 24

months before the end of the curreagulatory control periodand must
complete preparation at least 19 months before the end ofetipalatory
control period.

On completing its framework and approach pajplkee AERmMust:
(1) give a copy to the Distribution Network Service Provjided
(2) publish it.

Subject to clause 6.12.3framework and approach papées not binding on
the AERor a Distribution Network Service Provider

Submission of regulatory proposal

(@)

A Distribution Network Service Providenust, whenever required to do so
under paragraph (b), submit eegulatory proposalto the AER for
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(b)

(€)

(d)

(e)

distribution servicesprovided by means of, or in connection with, the
provider's distribution system

A regulatory proposaimust be submitted:

(1)

(2)

at least 13 months before the expiry of a distribution determination
that applies to the service provider; or

if no distribution determination applies to the service provider, within

3 months after being required to do so by the AER

A regulatory proposalmust include (but need not be limited to) the
following elements:

(1)

(@)

3)

(4)

()

(6)

Theregulatory proposaimust comply with the requirements of, and must
contain or be accompanied by the information required by any relevant

a classification proposal:

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

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

for direct control serviceglassified under the proposal standard
control services- a building block proposaand

for direct control serviceslassified under the proposal @ternative
control services- a demonstration of the application of the control
mechanism, as set out in thamework and approach papeand the
necessary supporting information; and

for direct control services- indicative prices for each year of the
regulatory control period; and

for services classified under the proposainagotiated distribution
services- the proposed negotiating framewgoakd

an indicatioridentification of the parts of the proposal (if any) the
Distribution Network Service Providaerlaims to be confidentiakne

wants suppressed from publication on that gcbu

regulatory information instrument

If more than onélistribution systems owned, controlled or operated by a
Distribution Network Service Providethen, unless thé&ER otherwise
determines, a separategulatory proposalis to be submitted for each
distribution system
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6.9

6.9.3

(f)

If, at the commencement of this Chapter, different parts of the same
distribution systemwere separately regulated, then, unless AR
otherwise determines, a separaggulatory proposals to be submitted for
each part as if it were a separate distribution system

Preliminary examination and consultation

Consultation

(@)

(b)

()

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

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

(2)

a notice inviting written submissions:

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

(i) on the proposedNegotiated Distribution Service Criteria, from
any person; and

(3) the date by which written submissions must be made, which must not
be earlier than 3Musiness daysfter the notice inviting written
submissions is published,

after theAER decides that theegulatory proposatomplies (or that there is
sufficient compliance) with the requirements of the Law and the Rules

The AER may publish an issues paper examining issues related to the
regulatory proposaland the proposedNegotiated Distribution Service
Criteria, at the same time as, or subsequenptdication of thenvitation
noticereferred to in paragraph (a)(2).

Subject to subparagraph (a)(2),Dastribution Network Service Provider
may only make a written submission in response to a notibkshedunder
subparagraph (a)(2) in respect ofegulatory proposathat was submitted
by another Distribution Network Service Provider
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6.10

6.10.1

6.10.2

(d)  Where: [6.29]

(1) theAERis making distribution determinations in relation to two or
more Distribution Network Service Providers at the same time; and [6.29]

(2) aDistribution Network Service Providenakes a written submission

referred to in paragraph (c), [6.29]
that written submission may only address material differences between: [6.29]
(3) the requlatory proposal that was submitted by it; and [6.29]

(4) arequlatory proposalthat was submitted by anoth&istribution
Network Service Provider [6.29]

Draft distribution determination and further consultation

Making of draft distribution determination

Subject to the Lavend rule 6.14{a)the AERmust [6.3][6.10] [6.30]

(a) consider any written submissions made-uimdaccordance withule 6.9; [6.3] [6.10] [6.30]

(b) consider anyagulatory proposal submitted under rule 6.8 or 6.9; [6.3] [6.10]

(c) bhave regard to analysis undertaken by or foAlER, and [6.3] [6.10]

(d) mustmake a draft distribution determination in relation to Ehstribution
Network Service Provider [6.3.1] [6.10.1]

Publication of draft determination and consultation

(@) The AERmust publish:
(1) the draft distribution determination; and
(2) notice of the making of the draft distribution determination; and

(3) theAER'sreasons for suggesting that the distribution determination
should be made as proposed including the draft constituent decisions
I.e. the decisions made in accordance with rule 6.12 on which the draft
distribution determination is predicated; and

(4) notice of a predetermination conference; and

(5) an—invitation—fea notice invitingwritten submissions on its draft
distribution determination. from any person other than the
Distribution Network Service Provideéhat submitted theegulatory
proposal on which the draft distribution detertmination was based;
and [6.30]
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(b)

(6) the date by which written submissions must be made, which must not
be earlier than 30business daysafter the draft distribution
determination is published.

The AER must hold a predetermination conference at the time, date and
place specified in the notice under paragraph (a)(4) for the purpose of
explaining the draft distribution determination and receiving oral
submissions from interested parties. Any person may attend such a
predetermination conference but the procedure to be adopted at the
conference will be at the discretion of the senkiR representative in
attendance.

A Distribution Network Service Providemay only make a written
submission in response to a notmgblishedunder subparagraph (a)(5) in
respect of a draft distribution determination that has been in made in respect
of another Distribution Network Service Provider

(d)  Where:

(1) the AERis making distribution determinations in relation to two or
more Distribution Network Service Providers at the same time; and

(2) aDistribution Network Service Providenakes a written submission
referred to in paragraph (c),

that written submission may only address material differences between:

(3) the draft distribution determination that has been in made in relation to
it; and

(4) the draft distribution determination that has been in made in relation to
another Distribution Network Service Provider

6.10.3 Submission of revised proposal

(@)

(b)

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

Service Providemay, not more than 3fusiness dayafter the publication
of the draft distribution determination, submit a reviseglulatory proposal
to the AER

A Distribution Network Service Providemay only make the revisions
referred to in paragraph (a) so as to incorporate the substance of any
changes required to address matters raised by the draft distribution
determination or the AER’sasons for it.

46

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]



6.11

6.11.1

(c) A revisedregulatory proposamust comply with the requirements of, and

must contain or be accompanied by the information required by, any

relevant regulatory information instrument

(cl) A revisedreqgulatory proposaimust identify the parts of the proposal (if
any) the Distribution Network Service Providgaims to be confidential.

(d) Subject to the provisions of the Law and Bwesabout the disclosure of
confidential information the AER must publish a revisedregulatory
proposal submitted by theDistribution Network Service Providemnder

paragraph (a), together with the accompanying information, as soon as

practicable after receipt by the AER

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

()  Paragraphs (qg), (h) and (i) apply if tAER publishes written notice under
paragraph (e).

() Any person, other than thBistribution Network Service Providethat
submitted the proposatay make a written submission to tAER on the
revisedrequlatory proposablithin the time specified in the notice, which
must be not earlier than 30 business d#ter the publication of the notice.

(h) A Distribution Network Service Providemay only make a written
submission in response to a notmeblishedunder paragraph (e) in respect
of a revisedegulatory proposathat was submitted by anotherstribution
Network Service Provider

() Where:

(1) the AERis making distribution determinations in relation to two or
more Distribution Network Service Providers at the same time; and

(2) aDistribution Network Service Providenakes a written submission
referred to in paragraph (h),

that written submission may only address material differences between:

(3) the revised requlatory proposal that was submitted by it; and

(4) a revisedrequlatory proposal that was submitted by another
Distribution Network Service Provider

Distribution determination

Making of distribution determination

[6.28]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]

[6.30]
[6.30]

[6.30]

[6.30]

Subject tahe Law andule 6.14{a)the AERmust [6.3][6.10] [6.30]
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6.12

6.12.1

() consider any submissions made on the draft distribution determination, or

en; [6.3] [6.10] [6.30]
(b) considerany revisedregulatory proposalsubmitted to it under clause

6.10.3; [6.3] [6.10]
(c) consider any submissions on any revisgltatory proposal [6.30]
(d) have regard to analysis undertaken by or foABR and [6.3] [6.10]

(e) musmake a distribution determination in relation to tBestribution
Network Service Provider [6.3.1] [6.10.1]

Requirements relating to draft and final distribution
determinations

Constituent decisions

A distribution determination is predicated on the following decisions byAHfe
(constituent decision¥

(1) a decision on the classification of the services to be provided by the
Distribution Network Service Provideturing the course of theegulatory
control period,;

(2) a decisioon theDistribution Network Service Providertairentbuilding
block—sropesalin which the AER either—approves—or—reles—o
approvedetermines [6.38]

{——the annual revenue requiremeffior the provideras—set-eutin-the

building-bleck—prepesalfor eachregulatory yearof the regulatory
control period;and [6.38]

(2A) {ir—a decision in which thAEReither approves or refuses to apprtive
commencement and length of theegulatory control period as
proposed in the building block proposal [6.38]

(3) adecision-in-whichthaEReither: [6.8.1]

phelicoc stae oo pee ol s Bloele pio e s o [6.8.1]
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(3A)

bl I I ital ; toria taki :
eocoupi-esesialowmondiareaclors [6.8.1]

a decision in accordance with clause 6.5.7(c) onDisg¢ribution Network

Service Provider'dotal of the forecasbf required capital expenditure for

the reqgulatory control period and the forecast of required capital
expenditure for each requlatory year of the regulatory control period, [6.8.1]

a decision in accordance with clause 6.6A.1(c) that identifiesaimgngent

(4)

(5)

(6)

(7)

(8)

9)

projects and their associatetrigger eventsfor the regulatory control

period; [6.18.3]
e-decisionrwi cr-thi=Relibes [6.1.1]

[6.1.1]

into account th@perating expenditure factars [6.1.1]

a decision in accordance with clause 6.5.6(c) onDis¢ribution Network

Service Provider'sotal of the forecasif required operating expenditure for

the requlatory control period and the forecast of required operating
expenditure for each regulatory year of the regulatory control period; [6.1.1]

a deC|S|on in relatlon to the rate of retamwhether—teﬁppbfer—depaﬁ—tmm
v ry
mtenhn accordance W|th cIaus&@B 5 6.8.2 [6.22.3]

a decision on the regulatory asset base as at the commencement of the
regulatory control period in accordance with clause 6.5.1 and schedule 6.2;

a decision on the estimated cost of corporate income tax to the provider for
eachregulatory yearof the regulatory control period in accordance with

clause 6.5.3 and, where relevanstatement-of regulatoryintestatement
on the cost of capitainder clause 6.5.4; [6.22.1]

a decision on whether or not to approve the depreciation schedules
submitted by theDistribution Network Service Provideand, if theAER
decides against approving them, a decision determining depreciation
schedules in accordance with clause 6.5.5(b);

a decision on how any applical@#iciency benefit sharing schepservice
target performance incentive schenwe—-demand management incentive
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(10)

(11)

(12)

(13)

schemeor other incentive scheme or schemes developedpablished
under clause 6.6.S to apply to the Distribution Network Service Provider

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

a decision on the control mechanism (including the X factorjtéordard
control services(to be in accordance with the relevdramework and
approach paper

a decision on the control mechanismdtiernative control service@o be
in accordance with the relevant framework and approach paper

a decision on how compliance with a relevant control mechanism is to be
demonstrated,;

(13A) a decision on whether there is to be an adjest for the use or forecast

(14)

(15)

(16)

(17)

use of assets forming part of the requlatory asset base for the provision of
services other than the provisionstndard control serviceis the control
mechanism or by an adjustment to the building blocks or a combination of
these adjustments;

a decision on the additionpass through eventhat are to apply for the
regulatory control period,;

a decision on theegotiating frameworkhat is to apply to th®istribution
Network Service Providdor theregulatory control period (which may be
the negotiating frameworlas proposed by the provider, some variant of it,
or a framework substituted by the AER

a decision in which thAER decides theNegotiated Distribution Service
Criteria for the Distribution Network Service Provider

a decision on the procedures for assigning customeegitoclasses or
reassigning customers from onariff class to another (including any
applicable restrictions);

(17A) a decision on the approval of the proposeding methodologyfor

(18)

(19)

(20)

transmission standard control servicgfsrule 6.26 applies);

a decision on whether depreciation for establishing the regulatory asset base
as at the commencement of the followhegulatory control period is to be
based on actual or forecast capital expenditure;

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

a decision on how tHeistribution Network Service Providés to report to
the AER on its recovery ofjurisdictional scheme amountfor each
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6.12.3

regulatory yearof theregulatory control period and on the adjustments to

be made to subsequepticing proposalsto account for over or under
recovery of those amounts. A decision under this subparagraph (20) must be
made in relation to eaghrisdictional schemeinder which thédistribution
Network Service Providdnasjurisdictional schemebligations at the time

the decision is made.

Extent of AER's discretion in making distribution determinations

(&) Subject to this clause and other provisions of this Chapter 6 explicitly
negating or limiting thAER'sdiscretion, theAER has a discretion to accept
or approve, or to refuse to accept or approve, any elementegfuéatory
proposal

(b) The classification of services must be as set out in the relzaamtwork
and approach papeunless theAER considers that, in the light of the
Distribution Network Service Provider'segulatory proposaland the
submissions received, there ageod-reasons—forepartingircumstances
that were unforeseen at the time &R published the relevaftamework
and approach papemwhich justify a departurdrom the classification

propesedpecifiedin that paper. [6.32]

(c) The control mechanisms must be as set out in the reléreamework and
approach paperunless theAER considers that, in the light of the
Distribution Network Service Provider'sequlatory proposal and the
submissions received, there are circumstances that were unforeseen at the
time theAER published the relevafttmework and approach pap&rhich
Justify a departure from the control mechanisms specified in that.paper [6.33]

pter 6. [6.38]

{e)d)The AERmust approve a proposeegulatory control period if the proposed
period consists of 5 regulatory years [6.38.1]

e Am s e o niense s ool o e celosien Lo L O qlSe
6.12.1, the substitute amount or value on which the distribution

determination-is-based-must be: [6.38]

[6.38]
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6.13

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

() If the AER refuses to approve the proposeegotiating frameworkthe
approved amended negotiating framewoankst be:

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

(2) amended from that basis only to the extent necessary to enable it to be
approved in accordance with the Rules

Revocation and substitution or amendment of distribution

determination for wrong information or error

- . - ally
¢ a_ellellell_ene_y resulting "le“' the—provision—offalse—or—mates

(a) Except as provided for in clause 6.6.4(d), &R may only (but is not
required to) revoke or amend a distribution determination during a
requlatory control period where it appears to the ARR:

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

particular; or

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

(b) If the AERrevokes a distribution determination under paragragh)(4) or
(a)(2) the AER must make a new distribution determination in substitution
for the revokedlistributiondetermination to apply for the remainder of the
regulatory control period for which the revoketistribution determination
was to apply.

(c) If the AERrevokesand substitutes or amendsdistribution determination
under paragraph (@) or (a)(2) the substitutecr amended distribution
determination must only vary from the revoked existing distribution
determination to the extent necessary to correct the relevant error or
deficiency.
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(d) The AER may only revoke and substituter amend a distribution
determination under this rule 6.13, if it has first consulted with the relevant
Distribution Network Service Provideand such other persons as it

considers appropriate. [6.17.1]
6.14 Miscellaneous
submission-has-expired. [6.31]
6.14.1 Out-of-scope submissions and late submissions [6.31]
(a) Subject to the Law, where ti&R publishes a notice inviting submissions
under this Part E, théER must not consider any submission, or any
material supplied with a submission, that does not comply with clause 6.9.3,
6.10.2 or 6.10.3, or is otherwise not relevant to the purpose of the invitation. [6.31]
(b)  Where abDistribution Network Service Providersubmits aregulatory
proposalunder clause 6.9.2 or submits a revisegulatory proposaluinder
clause 6.10.3, the AERust not consider: [6.31]
(1) a resubmitted or revise@gulatory proposathat was submitted late;
or [6.31]
(2) if the revisedrequlatory proposalincludes material that is not
permitted under clause 6.10.3—that material. [6.31]
(c) This clause does not prevent tWER from accepting typographical
corrections, corrections of miscalculations and corrections of other errors
that do not affect the substance of a requlatory proposal [6.31]
6.14.2 Other matters [6.31.1]

b)(a)Nothing in this Part E is to be construed as precludingABR from
publishing any issues, consultation and discussion papers, or holding any
conferences and information sessions, that the @&deRiders appropriate. [6.31.1]

{e)(b) Subject to paragrapa(c), as soon as practicable after thiER receives a
submission in response to an invitation referred to in clause 6.9.3(a)(2) or
6.10.2(a)(5) (whether or not the submission was made before the time for
making it has expired), the AERust publish that submission. [6.31.1]

{eh(c) The AER must notpublish a submission referred to in paragrapiib) to
the extent it contains information which has been clearly identified as
confidential by the person making the submission. [6.31.1]

{eXd)The AER may give such weight taonfidential information identified in
accordance with paragrapkd)(c) in a submission as it considers
appropriate, having regard to the fact that such information has not been
made publicly available. [6.31.1]
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Schedule 6.1

S6.1.3

(e)

The AER may qgive such weight tgonfidential information identified in

(f)

accordance with clause 6.8.2(c)(6) inregulatory proposalor clause

6.10.3(cl) in _a revisedegulatory proposal as it considers appropriate,

having regard to the fact that such information has not been made publicly
available. [6.28]

Paragraphe)(c) does not apply to the extent that any other provision of the
Law or the Rules permits or requires such information to be publicly
released by the AER [6.31.1]

Contents of building block proposals

Additional information and matters

A building block proposalmust contain at least the following additional
information and matters:

(1)

(2)

3)

(4)

(5)

(5A)

an identification and explanation of any significant interactions between the
forecast capital expenditure and forecast operating expenditure programs;

a proposed pass through clause with a proposal as to the events that should
be defined as pass through events

a description, including relevant explanatory material, of how the
Distribution Network Service Provideproposes theefficiency benefit
sharing schemshould apply for the relevant regulatory control period;

a description, including relevant explanatory material, of how the
Distribution Network Service Providemproposes theservice target
performance incentive schensitould apply for the relevanmegulatory
control period;

a description, including relevant explanatory material, of how the
Distribution Network Service Providgsroposes th@lemand management
incentive schemégif applicable) should apply for the relevarmgulatory
control period;

a description, including relevant explanatory material, of how the

(6)

Distribution Network Service provid@roposes any other incentive scheme
or schemes developed amdiblishedunder clause 6.6.5 (if applicable)
should apply for the relevant requlatory control period; [6.20.5]

the provider's calculation of revenues or prices for the purposes of the
control mechanism proposed by the provider together with:

(i) details of all amounts, values and inputs (including X factors) relevant
to the calculation; and
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(7)

(8)

(9)

(10)

(11)

(12)

(i) an explanation of the calculation and the amounts, values and inputs
involved in the calculation; and

(i) a demonstration that the calculation and the amounts, values and
inputs on which it is based comply with relevant requirements of the
Law and the Rules

the provider's calculation of the regulatory asset base for the relevant
distribution systemfor eachregulatory yearof the relevantregulatory
control period using theoll forward modelreferred to in clause 6.5.1 of the
Rules together with:

() details of all amounts, values and other inputs used by the provider for
that purpose; and

(i) a demonstration that any such amounts, values and other inputs
comply with the relevant requirements of Part C of Chapter 6 of the
Rules and

(iif) an explanation of the calculation of the regulatory asset base for each
regulatory yearof the relevantegulatory control period and of the
amounts, values and inputs referred to in subparagraph (i);

Rulesany information or matters in relation to the rate of return calculated
for the purposes of clause 6.5.2(b) as required by the applisg@enent
on the cost of capital

the provider's caIcuIatlon of the proposed rate of retum—metumng any

m—an—appheabi&ta{ernem—ef—regwa{ermtem in accordance with clause

6.5.2 and the applicable statement on the cost of capital

the post-tax revenue modatompleted to show its application to the
Distribution Network Service Provideand the completedoll-forward
mode]

the provider's estimate of the cost of corporate income tax for each
regulatory yearof the regulatory control period;

the depreciation schedules nominated byOistribution Network Service
Provider for the purposes of clause 6.5.5 of Rwles which categorise the
relevant assets for these purposes by reference to well accepted categories
such as:

(i) asset class (eg distribution lineed substationsor

(i) category driver (eg regulatory obligation or requirement
replacement, reliabilitynet market benefit, and business support),

together with:
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(i) details of all amounts, values and other inputs used by the provider to
compile those depreciation schedules; and

(iv) a demonstration that those depreciation schedules conform with the
requirements set out in clause 6.5.5(b) of the Raled

(v) an explanation of the calculation of the amounts, values and inputs
referred to in subparagraph (iii);

(13) the commencement and length of tgulatory control period proposed by
the Distribution Network Service Provider

(14) if the Distribution Network Service Provides seeking a determination by
the AER that aproposed contingent proje@s acontingent projecfor the
purposes of the relevant distribution determination:

(i) a description of theroposed contingent projecincluding reasons
why the provider considers the project should be accepted as a
contingent projecfor the requlatory control period;

(i) a forecast of the capital expenditure which the provider considers is
reasonably required for the purpose of undertaking pgfomosed
contingent project

(i) the methodology used for developing that forecast and the key
assumptions that underlie it;

(iv) information that demonstrates that the undertaking ofptto@osed
contingent projecis reasonably required in order to achieve one or
more of the capital expenditure objectives

(v) information that demonstrates that theposed contingent capital
expenditurefor the proposed contingent projectomplies with the
requirements set out in clause 6.6A.1(b); and

(vi) the trigger eventswhich are proposed in relation to tipeoposed
contingent projecind an explanation of how each of those conditions
or events addresses the matters referred to in clause 6.6A.1(d).

Schedule 6.2 Regulatory Asset Base

S6.2.1

Establishment of opening regulatory asset base for a regulatory
control period

(a) Application of this clause
This clause S6.2.1

(1) applies to the establishment of the value of the regulatory asset base
for a distribution systemas at the beginning of regulatory control
period on the roll forward of the regulatory asset base to that
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(b)

(€)

regulatory control periodrom the previous regulatory control period;
and

(2) also applies to the establishment of the value of the regulatory asset
base for adistribution systemas at the beginning of eegulatory
control period where thalistribution systemwas not immediately
before that time the subject of a building block determination.

Roll forward model to comply with this clause

The values to be used for completing ttudl forward model must be
established in accordance with this clause and clauses S6.2.2 and S6.2.3.

Distribution systems of specific providers

(1) In the case of distribution systenowned, controlled or operated by
one of the followingDistribution Network Service Providees at the
commencement of this schedule, the value of the regulatory asset base
for thatdistribution systenas at the beginning of that finstgulatory
year must be determined by rolling forward the regulatory asset base
for that distribution system as set out in the table below, in
accordance with this schedule:

Jurisdiction Distribution Network |Regulatory Asset Base ($m)
Service Provider
Australian CapitalActewAGL 510.54 (as at 1 July 2004 in July 2004
Territory dollars)
New South WalesCountry Energy 2,440 (as at 1 July 2004 in July 2004
dollars)
EnergyAustralia 4,116 (as at 1 July 2004 in July 2004
dollars)
Integral Energy 2,283 (as at 1 July 2004 in July 2004
dollars)
Queensland ENERGEX 4,308.1 (as at 1 July 2005 in July 2005
dollars)
Ergon Energy 4,198.2 (as at 1 July 2005 in July 2005
dollars) but, if the Queensland Competitipn
Authority nominates a different amount ir
writing to the AERthe regulatory asset bgse
Is the amount so nominated.
South Australia | ETSA Utilities 2,466 (as at 1 July 2005 in December 20p4
dollars)
Tasmania Aurora Energy 981.108 (as at 1 January 2008 in July 2006
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Jurisdiction

Distribution Network |Regulatory Asset Base ($m)
Service Provider

dollars)

Victoria

AGL Electricity 578.4 (as at 1 January 2006 in July 2004

dollars)

Citipower 990.9 (as at 1 January 2006 in July 2004

dollars)

Powercor 1,626.5 (as at 1 January 2006 in July 2004

dollars)

SP AusNet 1,307.2 (as at 1 January 2006 in July 2004

dollars)

United Energy 1,220.3 (as at 1 January 2006 in July 2004

dollars)

(d)

(@)

3)

The values in the table above are to be adjusted for the difference
between:

() any estimated capital expenditure that is included in those values
for any part of a previous regulatory control period; and

(i) the actual capital expenditure for that part of the previous
regulatory control period.

This adjustment must also remove any benefit or penalty associated
with any difference between the estimated and actual capital
expenditure.

When rolling forward a regulatory asset base under subparagraph (1),
the AER must take into account the derivation of the values in the
above table from past regulatory decisions and the consequent fact
that they relate only to the regulatory asset base identified in those
decisions.

Other distribution systems

(1)

(2)

This paragraph (d) applies todsstribution systemmot referred to in
paragraphs (c) whestandard control servicethat are provided by
means of, or in connection with, that system are to be regulated under
a building block determination.

The value of the regulatory asset base fordlsdtibution systenas at

the beginning of the firstegulatory yearof the first regulatory
control period for the relevamistribution Network Service Provider

is the prudent and efficient value of the assets that are used by the
provider to provide thosstandard control servicefut only to the
extent that they are used to provide such services), as determined by
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(€)

3)

the AER In determining this value, th@ER must have regard to the
matters referred to in clause S6.2.2.

The value of the regulatory asset base fordistibution systenas at

the beginning of the firgegulatory yearof any subsequent regulatory
control period must be determined by rolling forward the value of the
regulatory asset base for tlthstribution systenas at the beginning of
the first regulatory yearof the first regulatory control period in
accordance with this schedule.

Method of adjustment of value of regulatory asset base

Except as otherwise provided in paragraph (c) or (d), the value of the

regulatory asset base fodsstribution systenas at the beginning of the first
regulatory yearof a regulatory control period must be calculated by
adjusting the value (thgrevious valug of the regulatory asset base for that
distribution systemas at the beginning of the firstgulatory yearof the
immediately precedingegulatory control period (theprevious control
period) as follows:

1)

The previous value of the regulatory asset Imagst be increased by
the—amovpicolallcaplialexperndibrerenprea—curng—the—provions
control period

(i)

the lesser of:

(ii)

(a)

the total amount of capital expenditure incurred during the

(b)

previous control period and, for any part of the previous

control period for which actual capital expenditure is not

available, the amount of the estimated capital expenditure

determined by the AERr that part of the previous control

period for which actual capital expenditure is not available

(the total capital expenditurg; and

the total of the forecast capital expenditure determined in

the distribution determination for the previous control
period adjusted for any amount of capital expenditure
forming part of anapproved pass through amouot a
negative pass through amoutetermined by théER for

the previous control period or, if aapproved pass
through amounbr anegative pass through amouthbes
not include all of the increase or decrease in capital
expenditure that théAER considered should be passed
through in relation to the relevapass through eventhat
increase or _decrease in_capital expenditure (tal
forecast capital expenditurg; and

60% of the total capital expenditure that exceeds the total

forecast capital expenditure.
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Any amounts ofrelated party marginsand capitalisedoverheads

included in the total capital expenditure must not exceed the amounts
determined in accordance with hovelated party marginsand
capitalisedoverheadsvere included in the total of the forecast capital
expenditure determined in the distribution determination for the

previous control period. [6.19]

Note: [6.15]

The total of the forecast capital expenditure deieech in a distribution
determination may be subject to clauses 6.6.4(f) and 6.6A.2(e)(3). [6.15]

expenditure is not avaible. [6.15]
£3)(2)The previous value of the regulatory asset base must be adjusted for
the difference between: [6.15.1]

(i) the estimated capital expenditure for any part of a previous
regulatory control period where that estimated capital
expenditure has been included in that value; and

(i) the actual capital expenditure for that part of the previous
regulatory control period.

This adjustment must also remove any benefit or penalty associated
with any difference between the estimated and actual capital
expenditure.

ed

WWMMM%MI such
captal—expenditure—iBhe capital expenditure referred to in

subparagraphs (1), (2) and (3) must only be capital expenditure as
properly allocated to the provision standard control servicem

accordance with theCost Allocation Method for the relevant
Distribution Network Service Provider [6.15.1] [6.15.2]

R

{5)(4)The previous value of the regulatory asset base must be reduced by the
amount of depreciation of the regulatory asset base during the
previousregulatory control period, calculated in accordance with the
distribution determination and taking into account the amount of
capital expenditure (if any) included in aapproved pass through
amountor negative pass through amodot that period. [6.15] [6.15.1] [6.27]

Note: [6.15]

The amount of depreciation of the requlatory asset base during the previous
regulatory control period calculated in accordance with the distribution

determination for that period may be subject to clauses 6.6.4(f) and 6.6A.2(e)(3). [6.15]
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(f)

{6)(5)The previous value of the regulatory asset base must be reduced by the
disposal value of any asset where that asset has been disposed of
during the previous regulatory control period. [6.15.1]

A (6)The previous value of the regulatory asset base must be reduced by the
value of an asset where the asset was previously used to provide
standard control servicegor their equivalent under the previous
regulatory system) but, as a result of a change to the classification of a
particular service under Part B, is not to be used for that purpose for
the relevant regulatory control period. [6.15.1]

8)(7)The previous value of the regulatory asset base may be increased by
the value of an asset to which this subparagraph applies to the extent

that: [6.15.1]

() the AERconsiders the asset to be reasonably required to achieve
one or more of the capital expenditure objectizexl

(i) the value of the asset has not been otherwise recovered.
This subparagraph applies to an asset that:

() was not used to providstandard control servicegor their
equivalent under the previous regulatory system) in the previous
regulatory control period but, as a result of a change to the
classification of a particular service under Part B, is to be used
for that purpose for the relevant regulatory control period; or

(i) was never previously used to provid&ndard control services
(or their equivalent under the previous regulatory system) but is
to be used for that purpose for the relevagulatory control
period.

An increase or reduction in the value of the regulatory asset base under
subparagraph (7) or (8) of paragraph (e) is to be based on the portion of the
value of the asset properly allocated, or formerly properly allocated, to
standard control servicem accordance with the principles and policies set
out in theCost Allocation Method for the relevablistribution Network
Service ProviderThe value of the relevant asset is taken to be its value as
shown in independently audited and published accounts.
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Table 2.1 Proposed rule change: forecasts of capital expenditure and operating expenditure
No. Current rule(s) Proposed rule(s) Remarks
[6A.1] 6A.6.6(c)(1) 6A.6.6(C) Reuvision to:
22'2'2(?(? — remove the requirement that the AER is to
6A.6.6Ed))( ) accept or reject the TNSP’s proposed forecast
6A.6.6(f) of opex;
— remove the opex criteria; and
— provide that the AER is to determine the
forecast of opex that it considers would meet
the efficient costs that a prudent TNSP would
require to achieve the opex objectives.
[6A.1.1] 6A.5.4(a)(6) 6A.5.4(a)(6) Consequential revisions to replace references to
6A.5.4(b)(6) 6A.5.4(b)(6) ‘accept’ or ‘refuse to accept’ to ‘determine’.
6A.6.5(a) 6A.6.5(a)

6A.8.2(h)(2) 6A.8.2(H)(2)

6A.14.1(1) 6A.14.1(1)

6A.14.1(3)(i) 6A.14.1(iv)

6A.14.1(3)(ii) 6A.14.3(b)(2)

6A.14.3(c)(2) 6A.14.3(b)(4)

6A.14.3(c)(4)

[6A.2] 6A.6.6(e) 6A.6.6(d) Revision to:
— the chapeau to the opex factors; and
— consequential renumbering revisions.
[6A.3] 6A.6.6(e)(1) 6A.12.1(a)(1) Revision to:

22228% gﬁgig% — relocate procedural opex factors; and
6A.13.1(a)(1) — remove requirement that analysis undertaken
6A.13.1(a)(2) by or for the AER be published prior to the
6A.13.1(a)(3) AER’s decision.

[6A.3.1] 6A.6.6(e)(4) 6A.6.6(d)(1) Consequential renumbering revisions.
6A.6.6(e)(5) 6A.6.6(d)(2)

6A.6.6(e)(6) 6A.6.6(d)(3)

6A.6.6(e)(7) 6A.6.6(d)(4)

6A.6.6(e)(9) 6A.6.6(d)(6)

6A.6.6(e)(10) 6A.6.6(d)(7)

6A.6.6(e)(11) 6A.6.6(d)(8)

6A.6.6(e)(12) 6A.6.6(d)(9)

6A.6.6(e)(13) 6A.6.6(d)(10)

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

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

[6A.4] 6A.6.6(e)(8) 6A.6.6(d)(5) Revision to existing opex factor to provide for

the AER to consider whether the opex forecast is
consistent with the incentives provided in each
of the service target performance incentive
scheme, the efficiency benefit sharing scheme or
other incentive scheme or schemes made under
clause 6A.7.5.
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[6A.5]

[6A.6]

[6A.7]

[6A.8]

[6A.8.1]

[6A.8.2]

[6A.9]

[6A.10]

[6A.10.1]

[6A.10.2]

6A.6.6(€)(12)

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

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

6A.7.1(1)(a)

6A.6.7(e)

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

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

6A.6.7(€)(4)
6A.6.7(€)(5)

6A.6.6(€)(9)

6A.6.6(d)(11)

6A.6.6(d)(12)

6A.6.7(C)

6A.6.7(9)
6A.6.7(h)
6A.6.7(h)(2)
6A.7.1(a)(2)
6A.7.1(a)(4)(ii)
6A.7.1(f)(1)
6A.8.2(f)(1)
6A.14.1(1)
6A.14.1(iii)
6A.14.3(b)(1)
6A.14.3(b)(4)

6A.7.1(1)(a)

6A.6.7(d)

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

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

6A.6.7(d)(1)
6A.6.7(d)(2)

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

New opex factor to provide that the AER may
have regard to a realistic expectation of the
demand forecast and cost inputs (existing opex
criterion at clause 6A.6.6(c)(3)).

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

Revision to:

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

— remove the capex criteria; and

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

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

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

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

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

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

Consequential renumbering revisions.

Consequential renumbering and referencing
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[6A.11]

[6A.12]

[6A.13]

[6A.14]

6A.6.7(€)(6)
6A.6.7(e)(7)
6A.6.7(€)(9)
6A.6.7(e)(10)
6A.6.7(e)(11)
6A.6.7(e)(12)
6A.6.7(e)(13)
6A.6.7(Q)
6A.6.7(0)(1)
6A.6.7(h)
6A.6.7(i)
6A.6.7(j)(1)
6A.6.7(j)(2)
6A.6.7(j)(3)
6A.6.7(K)

6A.6.7(€)(8)

6A.6.7(e)(12)

6A.6.7(d)(3)
6A.6.7(d)(4)
6A.6.7(d)(6)
6A.6.7(d)(7)
6A.6.7(d)(8)
6A.6.7(d)(9)
6A.6.7(d)(10)
6A.6.7(€)
6A.6.7(e)(1)
6A.6.7(f)
6A.6.7(q)
6A.6.7(h)(1)
6A.6.7(h)(2)
6A.6.7(h)(3)
6A.6.7(i)

6A.6.7(d)(5)

6A.6.7(d)(9)

6A.6.7(d)(11)

6A.6.7(d)(12)

revisions.

Revision to existing capex factor to provide for
the AER to consider whether the capex forecast
is consistent with the incentives provided in each
of the service target performance incentive
scheme, the efficiency benefit sharing scheme or
other incentive scheme or schemes made under
clause 6A.7.5.

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

New capex factor to provide that the AER may
have regard to a realistic expectation of the
demand forecast and cost inputs (existing capex
criterion at clause 6A.6.7(c)(3)).

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

Table 2.2

Proposed rule change: regulatory asset base roll forward incentive mechanism

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.15]

S6A.2.1(P)(1)
S6A.2.1(1)(2)
S6A.2.1()(5)

S6A.2.1(P(1)(0)(@)
S6A.2.1(f)(1)(i)(b)

S6A.2.1(F)(1)(ii)

S6A.2.1(f)(1) Note

S6A.2.1()(4)

S6.A2.1(f)(4) Note

Revision to:

— provide that only actual capex (and where
actual capex is not available, estimated
capex) up to the amount of the forecast
capex allowance determined in the revenue
determination for the relevant regulatory
control period adjusted to include (or
remove) the amount of any capex used to
determine any approved pass through
amounts or negative pass through amounts;
and

— provide that 60% of any actual capex that
exceeds the forecast capex allowance,
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[6A.15.1]

[6A.15.2]

S6A.2.1(N(3)
S6A.2.1(f)(4)
S6A.2.1()(5)
S6A.2.1()(6)
S6A.2.1(1)(7)
S6A.2.1()(8)

S6A.2.1(f)(4)

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

S6A.2.1(f)(4)

is to be rolled into the RAB.

Consequential renumbering revision.

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

Table 2.3

Proposed rule change: contingent projects

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.16]

[6A.16.1]

[6A.16.2]

6A.8.1(b)(1)

6A.8.1(b)(2)(i)
6A.8.1(b)(2)(ii)
6A.8.1(b)(2)iil)

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

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

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

6A.8.1(C)

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

6A.8.2(€)
6A.6.6(€)(10)
6A.6.7(€)(10)

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

6A.8.1(c)(2)

6A.8.1(b)(1)
6A.8.1(b)(2)
6A.8.1(c)

6A.8.1(d)

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

6A.8.1(f)

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

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

S6A.1.3(9)(vi)

6A.8.1(N(2)

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

Consequential renumbering and referencing
revisions.

Revision to:
— consequential renumbering; and

— clarify that a trigger event is to be associated
with a contingent project that is required to be
undertaken to achieve one or more of the
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[6A.16.3]

[6A.16.4]

[6A.17]

[6A.18]

[6A.18.1]

[6A.19]

[6A.20]

6A.8.1(c)(4)

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

6A.8.2(d)

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

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

6A.7.1(7)

6A.8.1()(4)

6A.14.1(1)(v)

6A.8.2(d)

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

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

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

6A.7.1(7)

capex objectives.

Revision to:
— consequential renumbering; and

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

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

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

Revision to:

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

— consequentially renumber provisions.

Consequential renumbering revisions.

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

Revision to provide that an event for the purposes
of reopening a revenue determination for capex is
not a trigger event instead of a contingent project.
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Table 2.4 Proposed rule change: amending, revoking and substituting a revenue determination

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

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

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

Table 2.5 Proposed rule change: excluding profit margins and capitalisation changes from
the regulatory asset base

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

[6A.22] S6A.2.1(H)(1) S6A.2.1(H (1) New clause to provide that related party margins
or capitalised overheads are only included to the
extent that they have been incurred consistently
with and as provided for in the total of the
forecast capex decided in the revenue
determination for that previous period.

Table 2.6 Proposed rule change: cost of capital

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

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

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

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

capital.

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

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

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

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

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

[6A.24] 6A.6.2(c)(1) Deleted Revision to remove the prescription on how to
6A.6.2(c)(2) calculate the nominal risk free rate and the debt
6A.6.2(c)(2)(i) risk premium.

6A.6.2(c)(2)(ii)
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[6A.24.1]

[6A.24.2]

[6A.24.3]

[6A.24.4]

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

[6A.24.7]

[6A.24.8]

[6A.24.9]

[6A.25]

[6A.26]

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

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

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

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

6A.6.2(i)(iv)

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

6A.6.2()(3)

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

6A.6.2()(3)

6A.6.2(b)

6A.6.4(b)

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

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

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

6A.6.2(€)
6A.6.2(g)(3)
6A.6.2(q)(4)

Deleted

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

6A.6.2(g)(3)

6A.6.2(g)(3)

Consequential renumbering and referencing
revisions.

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

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

Revision to:

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

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

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

Consequential revision to replace reference to

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

6A.6.2(C)

6A.6.2(g)(3)

6A.6.2(b)

Deleted

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

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

case it is only parameters to be reviewed.

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

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

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

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

Revision to:

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

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

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

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

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

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

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

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

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

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

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

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

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

Table 2.7 Proposed rule change: other incentive schemes

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

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

6A.7.5(g)(1)
6A.7.5(9)(2)
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[6A.29.1]

[6A.29.2]

- 6A.4.2(6A)

6A.6.6(€)(8)  6A.6.6(d)(5)
6A.6.7(€)(8)  6A.6.7(d)(5)

New clause to require a revenue determination to
state how any applicable other incentive scheme
or schemes are to apply.

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

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

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

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

[6A.29.6] - S6A.1.3(3A) New clause to require a TNSP to provide in the
revenue proposal the values that it proposes are to
be attributed to the parameters for the purposes of
the application to the provider of any applicable
incentive scheme or schemes.

Table 2.8 Proposed rule change: depreciation

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

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

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

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

6A.4.2(2)(8) gﬁjggg; — specify whether depreciation for establishing
o the RAB is to be based on actual or forecast
expenditure; and
— renumber provisions.

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

Table 2.9 Proposed rule change: extension of time frames

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

[6A.31] — 6A.7.3(k) New clauses to:

6A.7.3(1)(2) ,
6A.7.3()(2) — extend the timeframes by when a TNSP must

make an application to the AER regarding a
positive change event and a negative change
event if the AER is satisfied that the difficulty
of assessing or quantifying its effect justifies
the extension; and
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— allow the AER to extend the timeframe by up
to a further 60 business days in which it
makes its decision regarding the positive
change event and the approved pass through
amount if the decision involves questions of
unusual complexity or if it requires further
information from the TNSP.

[6A.31.1] 6A.7.3(e) 6A.7.3(e) Revision to change 60 business days to 40
business days.
[6A.32] - 6A.7.1(h)(1) New clause to provide for the AER to extend the
6A.7.1(h)(2) timeframe by up to a further 60 business days in

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

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

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

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

Table 2.10 Proposed rule change: discretion to apply the incentive schemes

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

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

Table 2.11 Proposed rule change: confidential information

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

— introduce new clauses to provide that the

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

that it claims to be confidential;

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

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

Table 2.12 Proposed rule change: decision making process

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

[6A.36] 6A.14.1(1) 6A.14.1(1) Revision to clause 6A.14.1 to provide that in a
6A.14.1(1)(ii)  B6A.14.1(1)() draft and final decision the AER is to:
gﬁijiggg}? gﬁijiggg% determine the total revenue cap, the
6A.14.1(2) 6A.14.1(1)(iv) maximum allowed revenue (consistent with
6A.14.1(2) i) 6A.14.1(1)(v) determining the forecast capex and opex);
6A.14.1(2)(ii) 6A.14.1(1)(vi) — determine any other amounts, values or
6A.14.1(2)(ii) 6A.14.1(2) inputs that it has used in place of those
6A.14.1(3) 6A.14.1(3) referred to in clause 6A.10.2(b)(9);
gﬁij‘i(g)@ gﬁiii(g)(') — determine whether actual or forecast
6A.14.1(4)(”) 6A.14.1(3)(!!') depreciation is to be used in establishing the
6A.14.1§4g(i) 6A.14.123381I/; opening regulatory asset base;
6A.14.1(4)(ii) 6A.14.1(4) — identify any contingent projects;
6A'14'1(4)(!") 6A.14.1(5) approve or refuse to approve the values
6A.14.1(4)(iv) ~ 6A.14.1(6) attributed to the parameters in the service
6A.14.1(5) target performance incentive scheme, the
6A.14.1(6) efficiency benefit sharing scheme and other
gﬁiiigg incentive scheme developed under clause

S 6A.7.5;

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

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

— specify the negotiated transmission service
pricing criteria.

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

6A.7.1(a)(2)
6A.7.1(a)(4)(ii)

6A.7.1(a)(2)

6A.7.1(a)(4)(ii)




6A.13.2(a)
6A.13.2(C)
6A.13.2(d)
6A.14.3(C)
6A.14.3(d)
6A.14.3(e)
6A.14.3()
6A.14.3(g)
6A.14.3(h)
6A.14.3(h)(4)
6A.14.3())
6A.12.1(c)

S6A.4.2()(8)(b)

S6A.4.2 Note

6A.13.2(a)
6A.13.2(b)
6A.13.2(C)
6A.14.3(b)
6A.14.3(C)
6A.14.3(d)
6A.14.3(e)
6A.14.3()
6A.14.3(q)
6A.14.3()(4)
6A.14.3(h)
6A.12.1(c)

S6A.4.2()(8)(b)

S6A.4.2 Note

Table 2.13

Proposed rule change: submissions and late proposals

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.37]

[6A.38]

[6A.39]

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

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

6A.16(a)

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

6A.11.3(c)

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

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

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

6A.13.1(a)(1)

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

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

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

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

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

New clause to specify that the AER:

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

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

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

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

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

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

Consequential renumbering and referencing
revisions.

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

Table 2.14

Proposed rule change: cost pass throughs

No.

Current rule(s)

Proposed rule(s)

Remarks

[6A.40]

S6A.2.1(f)(4)

S6A.2.1(f)(4)

Revision to include the effect of the amount of
any capex included in determining any approved
or required pass through amounts on the total
forecast capex and depreciation for the purposes
of establishing the opening value of the
regulatory asset base.
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2.2

Draft rules
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BA. Economic Regulation of Transmission Services

Part C Regulation of Revenue - Prescribed Transmission Services

6A.4 Revenue determinations

6A.4.2 Contents of revenue determination

(@) Arevenue determination forBransmission Network Service Providsrto
specify, for a regulatory control period, the following matters:

(1) the amount of the estimatedtal revenue cap for theegulatory
control period or the method of calculating that amount;

(2) theannual building block revenue requiremeior eachregulatory
year of the regulatory control period;

(3) the amount of themaximum allowed revender eachregulatory year
of the regulatory control period or the method of calculating that
amount;

(4) appropriate methodologies for the indexation of the regulatory asset
base;

(5) the values that are to be attributed to pesformance incentive
scheme parametefsr the purposes of the application to the provider
of any applicableservice target performance incentive scheimat
applies in respect of the regulatory control period; [6A.34]

(6) the values that are to be attributed to éffeciency benefit sharing
scheme parametefsr the purposes of the application to the provider
of any applicableefficiency benefit sharing schentieat applies in
respect of the regulatory control period; [6A.34]

(6A) the values that are to be attributed to the parameters (as the case may
be) in, and for the purposes of application to, the provider of any
applicable other incentive scheme or schemes developed and
published by theAER under clause 6A.7.5 that applies in respect of
the reqgulatory control period; [6A.29.1]

(7) the commencement and length of the regulatory control pesied, [6A.30.1]

(8) such amounts, values or inputs as have been used ARie place
of those referred to in clause 6A.10.2(b)(@nd [6A.30.1]
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(9) whether depreciation for establishing the requlatory asset base as at
the commencement of the followimggulatory control period is to be
based on actual or forecast capital expenditure. [6A.30.1]

(b) Unless otherwise determined by the AER

(1) thetotal revenue cap may not relate to more than waesmission
systemthat is owned, controlled or operated byTeansmission
Network Service Provideand

(2) there is to be a separdteal revenue cap for each suthnsmission
system

(c) A regulatory control period in respect of aansmission Network Service
Provider must be not less than 5 regulatory years

6A.5 Post-tax revenue model

6A.5.4  Building blocks approach
(&) Building blocks generally

Theannual building block revenue requireméat a Transmission Network
Service Provideirfor eachregulatory yearof aregulatory control period
must be determined using a building blocks approach, under which the
building blocks are:

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

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

(5) certain revenue increments or decrements for that year arising from
the efficiency benefit sharing schensee paragraph (b)(5);

(6) the forecast operating expenditurecepted-or-substitutdetermined
by the AERfor that year — see paragraph (b)(6); and [6A.1.1]

(7) compensation for other risks - see paragraph (b)(7).
(b) Details about the building blocks
For the purposes of paragraph (a):

(1) for indexation of the regulatory asset base:
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6A.6

6A.6.2

(i) the regulatory asset base is calculated in accordance with clause
6A.6.1 and schedule 6A.2; and

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

(2) the return on capital is calculated in accordance with clause 6A.6.2;
(3) the depreciation is calculated in accordance with clause 6A.6.3;

(4) the estimated cost of corporate income tax is determined in
accordance with clause 6A.6.4,

(5) the revenue increments or decrements are those that arise as a result of
the operation of the applicab&fficiency benefit sharing schepees
referred to in clause 6A.6.5;

(6) the  forecast operating expenditure isaceepted——or
substitutedetermined by the AER in accordance with clause

6A.6.6(c)_or clause 6A.6.6(clgrclause6A-13-2(b)}3)and{(fgs the
case may be); and [6A.1.1] [6A.36.2]

(7) the compensation for other risks is such amounts asAHR
determines are necessary for that year to compensatenamission
Network Service Providdor risks that are not otherwise compensated
for in the return on capital, including the risk referred to in clause
S6A.2.3(b) of schedule 6A.2.

Matters relevant to the making of revenue determinations

Return on capital

Calculation of return on capital

(@)

The return on capital for eadlegulatory yearmust be calculated by
applying a rate of return for the relevahtansmission Network Service
Provider for thatregulatory control period (calculated in accordance with
this clause 6A.6.2) to the value of the regulatory asset base for the relevant
transmission systenas at the beginning of thatgulatory year (as
established in accordance with clause 6A.6.1 and schedule 6A.2).

Weighted average cost of capital

(b)

The rate of return for &ransmission Network Service Providéor a
regulatory control period is the cost of capital as measured by the return
required by investors in a commercial enterprise with a similar nature and
degree of non- dlversmable rlsk as that faced byttaesmission busmess of
the provider a bject to any revised values, methodolog alg |

aﬂsmg—#em—a—Fewew—under—pamgFaphs{m must be calculated—as a
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| \ ) [6A.23]

(1) as a nominal vanillaveighted average cost of capit&VACQ in
accordance with the following formula: [6A.23]

wacc =k, £k, 2
v oy

where:

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

re + e XMRP
where:

r-is the nominal risk free rate for theegulatory control period

determinod-nnecordancoywiib-paragragh (© [6A.24.8]
Be is the equity betavhich-is-deemed-to-be-J.and [6A.25]
MRP is the market risk premiyrahich-is-deemed-to-be 6-0% [6A.25]

kq is the return on debt and is calculated as:
r; + DRP
where:

DRP is the debt risk premium for thegulatory control period
determined in accordance wigaragraph (e) [6A.24.8]

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

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

and debtwhich-is-deemed-to-be 0,&nd [6A.23] [6A.25]
(2) in accordance with the statement ondbst of capital [6A.23]

Meaning-of-nominalrisk-free rate— [6A.24]

: ' ) | [6A.24]

Lo e mllendoe e coloe Lo e e Doennae B oL A 5]
=Yers [6A.24]
B [6A.24]
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[6A.24]

[6A.24]

[6A.24]

[6A.24]

[6A.24]

[6A.24]

[6A.24]

[6A.24]

Review of rate of return parameters-matters [6A.24.6]

#(c) The AERmust carry out reviews of the matters referred to in geaph (f)
in_accordance with this clause amdhccordance—withthe transmission

consultation proceduresnd-paragraphs—{d}),—carry—outreviews—of-the

mattersreferred-to-inparagrafsubject to the reference in rule 6A.20(e)
to 80 business days being read as a reference to 100 business days [6A.24.1] [6A.28]

Leo(d)re e e e e el peon et Mo D000 o conn D

" 1 200 . I o [6A.24.1] [6A.28]

A review is to be concluded by 1 March 2014 and further reviews are to
follow at intervals not exceeding, in any case, five years with the first
interval starting from 1 March 2014. [6A.28]
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reviews{as-he-casemahoe). [6A.23.1] [6A.24.1] [6A.24.2] [6A.27]

The AER must, in consequence of a review, issue a statemetdatément

on the cost of capital) adopting values and methods foransmission

Network Service Providems for specified classes dfansmission Network

Service Providers [6A.23.1]

() TheAERmay-only-review: [6A.24.1] [6A.24.4]
1) —thevalues-ofad-methodologies-used-to-caleulate: [6A.24.4]
{i)—-the-nominal-risk-freerate; [6A.24.4]
{i—the-equity-beta; [6A.24.4]
(i)—the-marketrisk-premium, [6A.24.4]

ev)—the—ma{umy—penedﬂ&nd—bend—m%es—mieﬁed—te—m—pamgmph (d);
[6A.24.3] [6A.24.4]

v)—the-ratio—of-the-market-value—of-debito-the-market-value of

equity and debt, [6A.24.4]
as—sel-oul-in-—this—clause 6A-6.2-or-as—subsequenthy—revised under
saracrash-ta—and [6A.23.2] [6A.24.4]
h). A [6A.24.2] [6A.24.4]
The following matters (and the method of their calculation) may form the
subject of a review: [6A.24.4]
(1) the nominal risk free rate referred to in subparagraph (b)(1); [6A.24.4]
(2) the equity beta referred to in subparagraph (b)(1); [6A.24.4]
(3) the market risk premium referred to in subparagraph (b)(1); [6A.24.4]
(4) the debt risk premium referred to in subparagraph (b)(1); [6A.24.4]

(5)

the ratio of the value of debt to the value of equity referred to in

(6)

subparagraph (b)(1); and [6A.24.4]

the assumed utilisation of imputation credits referred to in clause

6A.6.4. [6A.24.4]

4 () In undertaking a reviewsnder—this—clabuse—6A6-2—and—under—clause
6A-6-4{b) the AERmMust have regard to: [6A.24.1]
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6A.6.3

1)

2

3)

(4)

()

the need for the rate of return calculated for the purposes of paragraph
(b) to be a forward looking rate of return that is commensurate with
prevailing conditions in the market for funds and the risk involved in
providing prescribed transmission serviges

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

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

methodologies—used—to—caledlatemethods  of calculating, the

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

Network Service Provideto be based on a benchmark efficient

Transmission Network Service Provigand [6A.24.2] [6A.24.5] [6A.24.6] [6A.24.7]

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

{H——the need to achieve an outcome that is consistent with the
national electricity objectiveand

the previously adopted values for or methods of calculating the

matters referred to in paragraph (f).

(h) A statement on theost of capitabpplies only for the purposes of aRevenue

Proposalsubmitted to the AERafter publication of the statement on theost

of capital

(i) A revenue determination to whichstatement on theost of capitalbpplies

must be consistent with the statement.

Depreciation

(@ Thedepreciation for each regulatory year

(D)

2

must be calculated on the value of the assets as included in the
regulatory asset base, as at the beginning of that regulatory yeay for
the relevant transmission systemand

must be calcul ated:

(i) providing such depreciation schedules conform with the
requirements set out in paragraph (b), using the depreciation
schedules for each asset or category of assets that are nominated
in the relevant Transmission Network Service Provider's
Revenue Proposabr
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(b)

()

(i) to the extent the depreciation schedules nominated in the
provider's Revenue Proposal do not so conform, using the
depreciation schedules determined for that purpose bpHRe
in its final decision on the provider's Revenue Proposal.

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

(1) except as provided in paragraph (c), the schedules must depreciate
using a profile that reflects the nature of the assets or category of
assets over the economic life of that asset or category of assets;

(2) the sum of the real value of the depreciation that is attributable to any
asset or category of assets over the economic life of that asset or
category of assets (such real value being calculated as at the time the
value of that asset or category of assets was first included in the
regulatory asset base for the relevamnsmission systémmust be
equivalent to the value at which that asset or category of assets was
first included in the regulatory asset base for the relegvansmission
systemand

(3) the economic life of the relevant assets and the depreciation
methodologies and rates underpinning the calculationaatial
depreciation for a giveregulatory control period must be consistent
with those determined for the same assets on a prospective basis in the
transmission determination for that period. [6A.30]

To the extent that:

(1) an asset (or group of assets) the value of which forms part of the
regulatory asset base fort@nsmission systers dedicated to one
Transmission Network Usénot being aistribution Network Service
Providen or a small group of Transmission Network Usarsl

(2) the value of the assets (or group of assets), as included in the value of
that regulatory asset base as at the beginning of therdgstatory
year of the currentregulatory control period, exceeds thedexed
amount as at the commencement of thequlatory control period, of
$20 million,

that asset (or group of assets) must be depreciated on a straight line basis
over the life at which that asset (or group of assets) was first included in the
regulatory asset base for that transmission system

6A.6.4 Estimated cost of corporate income tax

(@)

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

ETC = (ETh xr) (1 —7)
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where:

ETI: is an estimate of the taxable income for tiegiulatory yearthat would

be earned by a benchmark efficient entity as a result of the provision of
prescribed transmission service$ such an entity, rather than the
Transmission Network Service Providesperated the business of the
Transmission Network Service Provideuch estimate being determined in
accordance with the post-tax revenue model

r.is the expected statutory income tax rate for tlegfulatory yearas
determined by the AERnd

v is the assumed utilisation of imputation creditsich-is-deemed-to-be-0.5
For these purposes:

(1) the cost of debt must be based on that of a benchmark efficient
Transmission Network Service Provigdand

(2) the estimate must take into account the estimated depreciation for that
regulatory year for tax purposes, for a benchmark efficient
Transmission Network Service Providef assets where the value of
those assets is included in the regulatory asset base for the relevant
transmission systefor that regulatory year
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6A.6.5

Efficiency benefit sharing scheme

(@)

(b)

(€)

(d)

(€)

(f)

The AER must, in accordance with thdéransmission consultation
procedures develop andoublish a scheme (aefficiency benefit sharing
schemg that provides for a fair sharing betwe@nansmission Network
Service Providerand Transmission Network Users

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

(2) the efficiency losses derived from the operating expenditure of
Transmission Network Service Provideier a regulatory control
period being more than,

the forecast operating expenditureceptedbr-substitutedeterminedoy the
AERfor thatregulatory control period in accordance with clause 6A.6:6(c)

or clause 6A.6.6(cl)-orclause 8A13-2(b)}3)and@S)the case may be)i6A.1.1] [6A.36.2]

In developing and implementing @&fficiency benefit sharing schentbe
AERmMust have regard to:

(1) the need to provid&ransmission Network Service Providev#h a
continuous incentive (that is equal in each year of mgulatory
control period) to reduce operating expenditure;

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

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

At the same time as publishesan efficiency benefit sharing schemrder

this clause 6A.6.5, th&ER must alsopublish parameters (thefficiency
benefit sharing scheme paramejefsr the scheme. For the avoidance of
doubt, unless thAER provides otherwise in that scheme, such values may
differ as between Transmission Network Service Provigledsover time.

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

The AER must develop angublish the firstefficiency benefit sharing
schemeby 28 September 2007, and there must beeffiniency benefit
sharing scheme force at all times after that date.

The AER may, from time to time and in accordance with i@ smission
consultation procedurgesamend or replace aefficiency benefit sharing
scheme except that no such amendment or replacement may change the
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(¢))

(h)

application of the scheme toTaansmission Network Service Provider
respect of aegulatory control period that has commenced before, or that
will commence within 15 months of, the amendment or replacement coming
into operation.

Subject to paragraph (h) tAdER may, from time to time and in accordance
with thetransmission consultation proceduresnend or replace the values
to be attributed to the efficiency benefit sharing scheme parameters

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

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

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

6A.6.6 Forecast operating expenditure

(@)

(b)

A Revenue Proposahust include the total forecast operating expenditure
for the relevantegulatory control period which th&ransmission Network
Service Providerconsiders is required in order to achieve each of the
following (the operating expenditure objectiyes

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

(2) comply with all applicableregulatory obligations or requirements
associated with the provision of prescribed transmission sefvices

(3) maintain the quality, reliability and security of supplypoéscribed
transmission serviceand

(4) maintain the reliability, safety and security of thensmission system
through the supply of prescribed transmission services

The forecast of required operating expenditure dfamsmission Network
Service Providethat is included in a Revenue Proposaist:

(1) comply with the requirements of the submission guidelines

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

(3) include both:
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(c1)

(i) the total of the forecast operating expenditure for the relevant
regulatory control period; and

(i) the forecast of the operating expenditure for easfulatory
year of the relevant regulatory control period.

[6A.1]

[6A.1]

[6A.1]

[6A.1]
[6A.1]

The AER must determine the total of the forecast of required operating
expenditure of &ransmission Network Service Provider theregulatory

control period, and the forecast of the required operating expenditure for

each regulatory year of the requlatory control period,that the AER

considers would meet the efficient costs that a prudéansmission

Network Service Providerwould require to achieve theperating

expenditure objectives [6A.1]

If:

(1) a Transmission Network Service Providerade network support
paymentsn accordance with a relevant agreemenngtworksupport
services in the previous regulatory control period; and

(2) the Transmission Network Service Providewust continue to make
network support payment® fulfil obligations under the relevant
agreement fometwork support services in the relevarggulatory
control period,

the AER must accept the forecast of required operating expenditure of the
Transmission Network Service Providacluded in aRevenue Proposah
relation to the remainder of costs required to meet obligations under the
relevant agreement faretwork support services in the relevamegulatory
control period.

I o [6A.1]
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{e)Xd)n-deciding-whetheornot-theAER is-satisfieth determining the forecasts

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

must have regard to the following (the operating expenditure fgctors [6A.2]
[6A.3]
[6A.3]
[6A.3]
4)(1)benchmark operating expenditure that would be incurred by an
efficient Transmission Network Service Providarer theregulatory
control period; [6A.3.1]
5)(2)the actual and expected operating expenditure of the provider during
any preceding regulatory control perigds [6A.3.1]
8)(3)the relative prices of operating and capital inputs; [6A.3.1]

{AH(4)the substitution possibilities between operating and capital
expenditure; [6A.3.1]

8)(5)whether thetetal-Habour—costs—included-in—thmpital-andoperating

expenditure forecasfor theregulatory control periogirds consistent

with the incentives provided by the applicabservice target

performance incentive schenre-respect—of-thaegulatory—control
period,_efficiency benefit sharing schermeother incentive scheme or

schemes developed and published under clause 6A.7.5 [6A.3.1] [6A.4] [6A.29.2]

{9)(6)the extent to which the forecast of required operating expenditure of
the Transmission Network Service Provideis referable to
arrangements with a person other than the provider that, in the opinion
of the AER do not reflect arm’s length terms; [6A.3.1]

A0)X7)whether the forecast of required operating expenditure includes
amounts relating to a project that should more appropriately be
included as a contingent projaatder clause-6A-8(f)6A.8.1(e) [6A.3.1] [6A.16.1]

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

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

network alternativesnay impact the forecast of required operating
expenditureand [6A.5] [6A.3.1]
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6A.6.7

{43)(10) any relevanproject assessment conclusions repequired under

clause 5.6.6.

(11) a realistic expectation of the demand foreandtcost inputs;

(12) any other factors theER considers relevant.

Forecast capital expenditure

(@)

(b)

A Revenue Proposahust include the total forecast capital expenditure for
the relevantregulatory control period which th&ransmission Network
Service Providerconsiders is required in order to achieve each of the
following (thecapital expenditure objectives

(1)

(2)

3)

(4)

meet the expected demand foescribed transmission serviceser
that period;

comply with all applicableregulatory obligations or requirements
associated with the provision of prescribed transmission sefvices

maintain the quality, reliability and security of supplypoéscribed
transmission servicesand

maintain the reliability, safety and security of trensmission system
through the supply of prescribed transmission services

The forecast of required capital expenditure ofransmission Network
Service Providethat is included in a Revenue Proposaist:

(1)
@)

3)

(4)

comply with the requirements of the submission guidelines

be for expenditure that is properly allocated poescribed
transmission services accordance with the principles and policies
set out in theCost Allocation Methodologyor the Transmission
Network Service Provider

include both:

(i) the total of the forecast capital expenditure for the relevant
regulatory control period; and

(i) the forecast of the capital expenditure for eaefulatory year
of the relevant regulatory control period; and

identify any forecast capital expenditure:

90

[6A.3.1]
[6A.6]

[6A.7]

[6A.1]



() thatis for a reliability augmentation; or

(i) that is for an option that has satisfied tregulatory testor
regulatory investment test for transmission (as the case may be).

(©) The-AER mustacecepttheforecast-ol-required—capital-expenditure—ol a

expenditure for theegulatory control periodeasonablyeflects: [6A.8]
1) the effid ¢ achioving ! ol i biectives 6A8]
coprabopondibe oo e ne g ure-objoetiv - | [6A.8]
3)—arealistic-expectation-of-the-demand-forecast-and-costinputsrequired
to achieve theapital expenditure objectives [6A.8]
{thecapital-expenditure-criterip [6A.8]

The AER must determine the total of the forecast of required capital
expenditure of &ransmission Network Service Provider theregulatory
control period, and and the forecast of the required capital expenditure for
each reqgulatory year of the requlatory control period, that théAER
considers would meet the efficient costs that a prudéansmission
Network Service Providerould require to achieve thepital expenditure

objectives [6A.8]

Service Provider [6A.8]

{e)Xd)n-deciding-whether-or-not-theER is-satisfieth determining the forecasts

of required capital expendituess referred to in paragraph (c), hERmay,
as it considers appropriateusthave regard to the following (theapital

expenditure factos [6A.9]
[6A.10]
[6A.10]
[6A.10]
4)(1)benchmark capital expenditure that would be incurred by an efficient
Transmission Network Service Providever theregulatory control
period; [6A.10.2]
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5)(2)the actual and expected capital expenditure of Thensmission
Network Service Provideduring any precedingegulatory control
periods [6A.10.2]

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

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

8)(5)whetherthe-total- labour—costs-included-the capitaland-eperating
expenditure forecasfor theregulatory control periogirds consistent
with the incentives provided by the applicabservice target
performance incentive schense-respect—of-thaegulatory—centrol
period,_efficiency benefit sharing schermeother incentive scheme or
schemes developed and published under clause 6A.7.96A.10.2] [6A.11] [6A.29.2]

{9)(6)the extent to which the forecast of required capital expenditure of the
Transmission Network Service Providsrreferable to arrangements
with a person other than the provider that, in the opinion oAHEIR
do not reflect arm’s length terms; [6A.10.2]

A0)X7)whether the forecast of required capital expenditure includes
amounts relating to a project that should more appropriately be
included as a contingent projaatder clause-6A-8-1(6A.8.1(e) [6A.10.2] [6A.16.1]

41(8)the most recenNTNDP and any submissions made B¥MO, in
accordance with thdRules on the forecast of th@ransmission
Network Service Provideriequired capital expenditure [6A.10.2]

£2)9)the extent to whicltheFransmission-Network-SendeeProvideas
considered—and—made—praas—ferany efficient and prudent non-

network alternative<an displace parts of the forecast of required

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

clause 5.6.6. [6A.10.2]

(11) a realistic expectation of the demand forecast and cost inputs; [6A.13]

(12) any other factors the AERnNsiders relevant. [6A.14]

Forecast capital expenditure and contingent projects

{en(e)Paragraphgy—kj(f) — (i) apply where: [6A.10.2]
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(1) in aregulatory control period (thérst regulatory control period) the
AERdetermines under clausé-8-2(e}{1iH-6A.8.2(e)(1)(iv)that the
likely completion date for aontingent projects a date which occurs
in the immediately followingegulatory control period (thesecond
regulatory control period); and [6A.18.1]

(2) there is an unspent amount of capital expenditure forcth@tngent
projectunder paragraph-((f). [6A.10.2]

(f) A Transmission Network Service Providefevenue Proposalor the
secondregulatory control period, must include in the forecast of required
capital expenditure referred to in paragraph (a) an amount of any unspent
capital expenditure for eaatontingent projectas described in paragraph
{e2)(e)(2) that equals the difference (if any) between: [6A.10.2]

(1) the total capital expenditure for thaintingent projectas determined
by the AER in the first regulatory control period under clause

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

(2) the total of the capital expenditure actually incurred (or estimated
capital expenditure for any part of the firsgulatory control period
for which actual capital expenditure is not available) in the first
regulatory control period for that contingent project

{(a) The AER must include in any forecast capital expenditure for the second

regulatory control period whichs-aceepted-in-accordance-with-paragraph
{e)—estimatethe AER determinedn accordance with clauseA-14-12(H)

or-substituted-in-accordance-with-clause 6A-13-2(b}{4)-and-{(5){as-the case
may—bebA.14.1(iii), the amount of any unspent capital expenditure
calculated in accordance with paragraptifjh) [6A.10.2] [6A.8.1] [6A.36.2]

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

(1) assess the reasonableness of the amount of unspent capital expenditure
for a contingent projectreferred to in paragrapkh)(f) or the
remaining period to which the contingent projapplies; [6A.10.2]

(2) assess the reasonableness of the timing of the unspent capital
expenditure within the remaining period for centingent project
referred to in paragraplgr)(f) except as part othe—assessment
ofdeterminingthe total forecast capital expenditure under paragraph
(c); or [6A.8.1] [6A.10.2]

(3) take into account any amount which represents farortingent
projectreferred to in paragraph-(f) the difference between: [6A.10.2]

() the amount representing the sum of the forecast capital
expenditure for thatontingent projectfor each year of the

93



6A.7

6A.7.1

immediately precedingegulatory control periodreferred to in

clause-6A-8-2(e)}{L)6A.8.2(e)(1)(iiy and [6A.18.1]

(i) the total capital expenditure actually incurred (or estimated
capital expenditure for any part of the precednmegulatory
control period for which actual capital expenditure is not
available) in the immediately precedinggulatory control
period for that contingent project

(i) A Revenue Proposah respect of the secomdgulatory control period must

not include in the forecast of required capital expenditure referred to in
paragraph (a) any capital expenditure foromtingent projector the first

regulatory control period: [6A.10.2]

(1)

(2)

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

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

the capital expenditure actually incurred (or estimated capital
expenditure for any part of the firsegulatory control period for
which actual capital expenditure is not available) in the first
regulatory control period for thatontingent projectexceeded the
capital expenditure referred to in subparagraph (1).

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

Reopening of revenue determination for capital expenditure

(@)

Subject to paragraph (b), Taansmission Network Service Providery,
during a regulatory control period, apply to th&ER to revoke and
substitute a revenue determination that applies to it where:

1)

(2)

3)

an event that is beyond the reasonable control of the provider has
occurred during thategulatory control period and the occurrence of

that event during that period (or of an event of a similar kind) could

not reasonably have been foreségnthe-providerat the time of the

making of the revenue determination (‘theent); [6A.8.2]

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

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

the provider proposes to undertake capital expenditure to rectify the
adverse consequences of the event;
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(b)

()

(d)

(e)

(4) the total of the capital expenditure required during réggulatory
control period to rectify the adverse consequences of the event:

() exceeds 5% of the value of the regulatory asset base for the
relevant Transmission Network Service Providenr the first
year of the relevant regulatory control period;

(i) is such that, if undertaken, it is reasonably likely (in the absence
of any other reduction in capital expenditure) to result in the
total actual capital expenditure for tlmagulatory control period
exceeding the total of the forecast capital expenditure for that

regulatory control period asccepted-or-substituiddtermined
by the AER in accordance with clause 6A.6.7{e}j—<clause

AR 2 apd (B Las-the casemay) and [6A.8.1] [6A.10.2]

(5) the provider can demonstrate that it is not able to reduce capital
expenditure in other areas to avoid the consequence referred to in
clause 6A.7.1(a)(4)(i)) without materially adversely affecting the
reliability and security of the relevant transmission system

(6) a failure to rectify the adverse consequences of the event would be
likely to materially adversely affect threliability and security of the
relevant transmission systeand

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

In this paragraph (a), a reference to an event includes a series of events or a
state of affairs, which may include a greater than anticipated increase in
demand.

An application referred to in paragraph (a) must not be made within 90
business daygrior to the end of a regulatory year

Following its receipt of an application made in accordance with paragraphs
(a) and (b), the AERwust:

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

(2) make its decision on the application witbi®d0 business daysf that
application being made. [6A.32.1]

TheAERmust, and must only, revokeevenue determination following an
application made in accordance with paragraphs (a) and (b) AEReis
satisfied of each of the matters referred to in paragraph (a).

If the AER revokes arevenue determination under paragraph (d),ABR
must make a newevenue determination in substitution for the revoked
determination to apply for the remainder of the regulatory control period for
which the revoked determination was to apply.
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(f)

(9)

The substitutedevenue determination must only vary from the revoked
revenue determination to the extent necessary:

1)

(2)

to adjust the forecast capital expenditure for tlegulatory control
period to accommodate the amount of such additional capital
expenditureaghat the AER determines-is-appropriatensiders would
meet the costs a prudeiiransmission Network Service Provider
would require to achieve one or more of tba@pital expenditure
objectives having regard to, as it considers appropriate,ctqatal
expenditure factorgin which case the amount of that adjustment will
be taken to beaceeptedetermined by the AER under clause
6A.6.7(c)); and

to reflect the effect of any resultant increase in forecast capital
expenditure on:

() the forecast operating expenditure for the remainder of the
regulatory control period,;

(i) the maximum allowed revenuer eachregulatory yearin the
remainder of the regulatory control period; and

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

If the AERrevokes and substitutesevenue determination under paragraph

(e),

that revocation and substitution must take effect from the

commencement of the next regulatory year

Extension of time limits

(h)

The AERmay extend the time limit fixed in subparagraph (c)(2) by up to a

further 60 business dayfs

(1)

making the decision involves questions of unusual complexity or

(2)

difficulty; or

the AER requires information further to that specified in the

Transmission Network Service Provideaigplication submitted under

paragraph (a).

6A.7.3  Cost pass through

(@)

(b)

If apositive change evewtccurs, alransmission Network Service Provider
may seek the approval of tA&Rto pass through téransmission Network
Usersa positive pass through amount

If a negative change eventcurs, theAER may require thélransmission
Network Service Providdp pass through téransmission Network Usees
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negative pass through amouas$ determined by th&ER under paragraph
(9).

Positive pass through

(€)

(d)

(€)

To seek the approval of tiER to pass through positive pass through
amount a Transmission Network Service Providaust submit to th&ER
within 90 business daysf the relevanpositive change evermiccurring, a
written statement which specifies:

(1) the details of the positive change eyent
(2) the date on which the positive change ewventirred;

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

(4) thepositive pass through amoutite provider proposes in relation to
the positive change event

(5) the amount of theositive pass through amouthat the provider
proposes should be passed throughremsmission Network Useis
each regulatory yeaduring the regulatory control period;

(6) evidence:

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

(i) that such costs occur solely as a consequence opdkiive
change eventand

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

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

(1) the approved pass through amqguantd

(2) the amount of thaapproved pass through amoutitat should be
passed through tdransmission Network Usels eachregulatory
yearduring the regulatory control period,

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

If the AER does not make the determinations referred to in paragraph (d)

within 6640 business daydrom the date it receives th&ansmission

Network Service Provider'statement and accompanying evidence under
paragraph (c), then, on the expiry of that period,ABR is taken to have

determined that: [6A.31.1]
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(1) the positive pass through amourats proposed in the provider's
statement under paragraph (c) is épproved pass through amount
respect of that positive change evemd

(2) the amount of thapositive pass through amoutitat the provider
proposes in its statement under paragraph (c) should be passed
through to Transmission Network Users each regulatory year
during theregulatory control period, is the amount that should be so
passed through in each such regulatory year

Negative pass through

(f)

(¢))

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

(1) the details of the negative change eeamicerned;
(2) the date the negative change ewwaurred;

(3) the costs in the provision pfescribed transmission servictsat the
provider has saved and is likely to save until the end ofettpalatory
control period as a result of the negative change event

(4) the aggregate amount of those saved costs that the provider proposes
should be passed through to Transmission Network [Jsers

(5) the amount of the costs referred to in subparagraph (4) the provider
proposes should be passed throughremsmission Network Useis
each regulatory yeaduring the regulatory control period; and

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

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

(1) the required pass through amouand
(2) taking into account the matters referred to in paragraph (j):

(i) how much of thatrequired pass through amoursthould be
passed through tdransmission Network User@he negative
pass through amountand

(i) the amount of thahegative pass through amouhiat should be
passed through tolransmission Network Usersn each
regulatory yearduring the regulatory control period.
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(h) A Transmission Network Service Providaust provide théAER with such
information as theAERrequires for the purpose of making a determination
under paragraph (g) within the time specified by &ER in a notice
provided to the provider by the AE& that purpose.

Consultation

() Before making a determination under paragraph (d) or (g)A&iR may
consult with the relevaniransmission Network Service Providanrd such
other persons as thER considers appropriate, on any matters arising out
of the relevant pass through evasttheAER considers appropriate.

Relevant factors

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

(1) the matters and proposals set out in any statement givenA& Rigy
the provider under paragraphs (c) or (f) (as the case may be);

(2) in the case of positive change eventhe increase in costs in the
provision of prescribed transmission servicéisat the provider has
incurred and is likely to incur until the end of tregulatory control
period as a result of the positive change event

(3) in the case of positive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of fusitive change
event including whether the provider has failed to take any action that
could reasonably be taken to reduce the magnitude @lithble pass
through amounin respect of thapositive change evemtnd whether
the provider has taken or omitted to take any action where such action
or omission has increased the magnitude of the amount in respect of
that positive change event

(4) the time cost of money based on wneighted average cost of capital
for the provider for the relevant regulatory control period;

(5) the need to ensure that the provider only recovers any actual or likely
increment in costs under this paragraph (j) to the extent that such
increment is solely as a consequence of a pass through event

(6) inthe case of tax change evenany change in the way anothax is
calculated, or the removal or imposition of anottaes which, in the
AER'sopinion, is complementary to thax change eventoncerned,
and

(7) any other factors the AERnNsiders relevant.

Extension of time limits [6A.31]

(k) The AER must, by written notice to dransmission Network Service
Provider, extend a time limit fixed in paragraphs (c) or (f) if tAER is
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6A.7.5

()

satisfied that the difficulty of assessing or guantifying the effect of the
relevant pass through evdostifies the extension.

The AERmay extend the time limit fixed in paragraph (e) by up to a further

60 business dayg

(1) making the determination involves questions of unusual complexity or
difficulty; or

(2) the AER requires information further to that specified in the
Transmission Network Service Providewsitten statement submitted
under paragraph (c).

Other incentive schemes

(a) The AERmay, in accordance with the transmission consultation procedures
develop andublish an incentive scheme or schemes other thasetivice
target performance incentive scheraad the efficiency benefit sharing
schemdo apply toTransmission Network Service Providersere theAER
considers that there are benefits to end users or customers arising from
applying the incentive scheme or schemesramsmission Network Service
Providers

(b) In developing and implementing an incentive scheme or schemes under this
clause, the AERust have reqgard to:

(1) the possible effects of the scheme or schemes on the incentives for
Transmission Network Service Providdéosimplement non-network
alternatives; and

(2) the need to ensure that the incentives are sufficient to offset any
financial incentives thdransmission Network Service Provideay
have to reduce costs at the expense of service levels; and

(3) the need to ensure that benefits to consumers likely to result from the
incentive scheme or schemes are sufficient to warrant any reward or
penalty under the incentive scheme or schemesTfansmission
Network Service Providerand

(4) the willingness of the customer or end user to pay for improved
performance in the delivery of services; and

(5) any other incentives available to theansmission Network Service
Providerunder the Rulesr under a relevant revenue determination.

(c) At the same time asiublishesan incentive scheme or schemes under this

clause, theAER must alsopublish, if applicable, any parameters for the
scheme. For the avoidance of doubt, the parameters may differ as between
Transmission Network Service Providarsd over time.
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6A.8

6A.8.1

(d)

TheAER must set out in the incentive scheme or schemes that is developed

(e)

and published under this clause any requirements with which the values
attributed to the parameters referred to in paragraph (c) must comply.

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

(f)

consultation procedureamend or replace any incentive scheme or schemes
that is developed angublished under this clause, except that no such
amendment or replacement may change the application of the incentive
scheme or schemes toTeansmission Network Service Providarrespect

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

operation.

Subject to paragraph (q) tAER may, from time to time and in accordance

(@)

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

An amendment or replacement referred to in paragraph (f) must not change

the values to be attributed to any parameters applicable to the incentive
scheme or schemes where:

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

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

Contingent Projects

Acceptance of a Contingent Project in a revenue determination

(@)

A Revenue Proposahay includeproposed contingent capital expenditure
which theTransmission Network Service Providawnsiders is reasonably
required for the purpose of undertaking a proposed contingent project
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(b)

Theproposed contingent capital expenditdoe eachproposed contingent

(c)

project must:

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

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

Thetrigger eventsn relation to eaclproposed contingent projeatust be

(d)

appropriate.

The proposed contingent capital expenditdor eachproposed contingent

(e)

project must comply with the requirements of teabmission guidelines
made under clause 6A.10.2.

The AER may identify anycontingent project which may include a

proposed contingent proje@f any), that:

(1) meets the requirements of paragraphs (b), (c) and (d);

(2) theAERconsiders a prudeftransmission Network Service Provider
would be required to undertake if the associategher eventoccurs
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during theregulatory control periodto achieve one or more of the
capital expenditure objectiveand

(3) _is not otherwise provided for (either in part or in whole) in the total of
the forecast of required capital expenditure for the relenaantlatory
control period which is determined by t#&ER in accordance with
clause 6A.6.7(c).

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

projectis appropriate for the purposessafbparagraph(b}garagraph (g)
the AERmust have regard to the need for:

(1) atrigger eventto be reasonably specific and capable of objective
verification;

(2) atrigger eventto be a condition or event, which, if it occurs, makes
the undertaking of theproposed contingent projecteasonably
necessary in order to achiewayone or moreof the capital
expenditure objectives

(3) atrigger evento be a condition or event that generates increased costs
or categories of costs that relate to a specific location rather than a

condition or event that affects the transmission netvasr& whole;

(4) atrigger eventto be described in such terms that the occurrence of
that event or condition is all that is required fdore—revenue
determinationto—be—amendead Transmission Network Service
Provider to make an application to the AERler clause 6A.8.2; and

(5) atrigger eventto be an event or condition, the occurrence of which is
probable during theegulatory control period, but the inclusion of
capital expenditure in relation to it under clause 6A.6.7 is not
appropriate because:

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

(i) subject to the requirement to  satisfy elause

6A8-H{b}2)hsubparagraph (b)(1Xhe costs associated with
the event or condition are not sufficiently certain.

Amendment of revenue determination for contingent project

(@) Subject to paragraph (b), Taansmission Network Service Providery,
during aregulatory control period, apply to thAER to amend aevenue
determination that applies to that provider wherdrigger eventfor a
contingent projecin relation to that revenue determination has occurred.

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

@)

3)

(4)

must not be made within 90Business daygrior to the end of a
regulatory year

subject to subparagraph (1), must be made as soon as practicable after
the occurrence of the trigger event

must contain the following information:

(i) an explanation that substantiates the occurrence ofritiger
event

(i) a forecast of the total capital expenditure for tentingent
project

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

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

6A.8.1b)(2)i)BA.8.1(b)(1) [6A.16.1]

(v) the intended date for commencing ttmatingent projecfwhich
must be during the regulatory control period);

(vi) the anticipated date for completing thentingent project
(which may be after the end of tihegulatory control period);
and

(vii) an estimate of the incremental revenue whichThensmission
Network Service Providezonsiders is likely to be required to be
earned in each remainingegulatory yearof the regulatory
control period as a result of theontingent projectbeing
undertaken as described in clause 6A.8.2(b)(3)(iii); and

the estimate referred to in clause 6A.8.2(b)(3)(vii) must be calculated:

() on the basis of the capital expenditure referred to in clause
6A.8.2(b)(3)(iii);

(i) on the basis of the rate of return for tHaansmission Network
Service Providefor theregulatory control periocas determined
pursuant to clause 6A.6.2;

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

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

(d)

(e)

As soon as practicable after its receipt of an application made in accordance

v)

in accordance with the requirements for roll forward inrtiie
forward modeland revenue calculation in tip®st-tax revenue
model

with paragraphs (a) and (b), tA&R mustpublish the application, together
with an invitation for written submissions on the application.

The AER must consider any written submissions made under paragraph (c)

and must make its decision on the application wigt#h0 business dayef
its receipt of that application. In doing so tA&ER may also take into

account such other information as it considers appropriate, including any
analysis (such as benchmarking) that is undertaken by it for that purpose
and the capital expenditure factors

If the AER is satisfied that thérigger eventhas occurred, and that the
forecast of the total capital expenditure for domtingent projectmeets the

threshold as referred to in clause-6A8{Zj#)}6A.8.1(b)(1) it must:

(1)

determine:

(i)

the scope of theontingent projectthat the AER considers a

(ii)

prudent Transmission Network Service Providerould be
required to undertake to achieve one or more of ciyaital
expenditure objectives

the amount of capital and incremental operating expenditure, for

(iii)

the purpose of undertaking thedntingent project, for each
remaining requlatory yearwhich the AER considers would,
respectively, meet the efficient costs that a prudent Transmission
Network Service Providexould require to achieve one or more

of the capital expenditure objectiveand one or more of the
operating expenditure objectives

the total capital expenditure for the purpose of undertaking the

contingent projectwhich the AER considers would meet the
efficient _costs that a pruderffransmission Network Service
Provider would require to achieve one or more of ttapital
expenditure objectives

(H-(iv)the likely commencement and completion dates for the

contingent projecgtand
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)

3)

{}(v) the incremental revenue which is likely to be required by the
Transmission Network Service Provider each remaining
regulatory yearas a result of theontingent projectbeing
undertaken as described imlavse—6A82(e}{H—and
{#subparagraphs (ii) and (ijisuch estimate being calculated
in accordance with subparagraph (2);

calculate the estimate referred to in elause

6A-82(e)}{I)vpubparagraph (1)(v)

() on the basis of the capital expenditure referred telause
6A82(e{H{isubparagraph (1)(ii)

(i) to include the incremental operating expenditure referred to in

clause-6A82(e}b{subparagraph (1)(iijand

(iif) otherwise in accordance with subparagraph (b)(4); and

amend the revenue determination in accordance with paragré&ph (h)
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(f) Amendments to aevenue determination referred to in paragraph (e)(3)

must only vary the determination to the extent necessary:

(1) to adjust the forecast capital expenditure for tlegulatory control

period to accommodate the amount of capital expenditure determined

underelause-6A-8-2{e} (1} subparagraph (e)(1)(i(in which case the
amount of that adjustment will be taken todseeptedeterminedby

[6A.16]

[6A.16]

[6A.16]

[6A.16]

[6A.16]

[6A.18.1]

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

(2) to adjust the forecast operating expenditure forregglatory control
period to accommodate the amount of incremental operating

expenditure determined undexause—6A-82(el)}{Hsubparagraph
(e)(2)(ii) (in which case the amount of that adjustment will be taken to

be-acecepteadeterminedy the AERunder clause 6A.6.6(c)); [6A.1.1] [6A.18.1]

(3) to reflect the effect of any resultant increase in forecast capital and

operating expenditure on:

(i) the maximum allowed revenuer eachregulatory yearin the
remainder of the regulatory control period; and

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

(a) Amendments to arevenue determination take effect from the

(h)

commencement of the next regulatory yeéthe regulatory control period.

TheAERmay extend the time limit fixed in paragraph (d) by up to a further

60 business days if:
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6A.8.3

(1) making the decision involves questions of unusual complexity or

difficulty; or

(2) the AER requires information further to that specified in the

Transmission Network Service Provideaigplication submitted under

paragraph (c).

Transmission Contingent Project Guidelines

Part E

6A.10

6A.10.1

Preparation, publication and amendment of Transmission Contingent

Project Guidelines

(a)

The AERmay, in accordance with the transmission consultation procedures

(b)

prepare and publish the Transmission Contingent Project Guidelines

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

consultation proceduresamend or replace th&€ransmission Contingent
Project Guidelines

Contents of Transmission Contingent Project Guidelin es

(c)

The Transmission Contingent Project Guidelinesy include, but are not

(d)

limited to specifying the threshold forcantingent projecfor the purposes
of clause 6A.8.1(b)(1).

TheTransmission Contingent Project Guidelimagy vary in application as

between different participating jurisdictiorssd over time.

Procedure — Revenue determinations, negotiating
frameworks and pricing methodologies

Revenue Proposal, proposed negotiating framework and
proposed pricing methodology

Submission of proposal, framework, pricing methodology and
information

(@)

A Transmission Network Service Providerust submit to theAER a
Revenue Proposahdnd a proposedgricing methodologyrelating to the
prescribed transmission servicdbat are provided by means of, or in
connection with, aransmission systethat is owned, controlled or operated
by that provider:

(1) if any of thoseprescribed transmission servicese subject to a
transmission determination, 13 months before the expiry of the period
in respect of which that transmission determination applies; or
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6A.11

6A.11.3

(b)

(€)

(d)

(e)

(f)

(@)

(2) if any of thoseprescribed transmission servicese not subject to a
transmission determination, 3 months after being required to do so by
the AER

At the same time as it submitfk@venue Proposainder paragraph (a), the
provider must also submit to the ABBRroposed negotiating framework

The Revenue Proposaand the proposedhegotiating frameworkmust
comply with the requirements of, and must contain or be accompanied by
such information as is required by, thigbmission guidelinesiade for that
purpose under this rule 6A.10.

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

A proposed pricing methodologyust:

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

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

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

The Revenue Proposaimust identify the parts of the proposal and any

accompanying information (if any) th&ransmission Network Service
Providersclaims to be confidential in accordance with the requirements of
the submission guidelines [6A.35]

Preliminary examination and consultation

Resubmission of proposal, framework, pricing methodology or
information

(@)

ExeepBubject to clause 6A.10.1(g) and excdpt the extent that the

submission guidelinesr thepricing methodology guidelingsrovide that it

will not be publicly disclosed (and, in that case, the releVaahsmission

Network Service Providehas not otherwise consented), tAER must

publish: [6A.35]

(1) the Revenue Proposal

(2) the proposed negotiating framewprk

109



(3) the proposed pricing methodologynd
(4) the information,

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

(5) theAER’sproposed\egotiated Transmission Service Criteria for the
provider; and

(6) an—nvitation—fea notice inviting written submissionsen—the
decomenic-and-nlomatonreleredotnsulbgraphs A0 [6A.37]

(i) on the documents and information referred to in subparagraphs
(1)—(4), from any person other than theansmission Network
Service Providerthat submitted those documents and that
information; and [6A.37]

(i) on the document referred to in subparagraph (5), from any
person; and [6A.37]

(7) the date by which submissions must be made, which must not be
earlier than 3(Musiness dayafter the notice inviting submissions is

published, [6A.37]

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

(b) The AER may publish an issues paper examining the issues raised in
connection with the Revenue Proposal the proposed negotiating
framework the proposegricing methodologynd the proposedegotiated
Transmission Service Criteria, at the same time as, or subsequent to,
publication of theirvitationte-makaotice invitingsubmissions referred to
in paragraph (a)(6). [6A.37]

(€)

wateb-forsubmissionsHopslichecpnaethalsaragraph. [6A.37]

(c) Subject to subparagraph (a)(6)Tmnsmission Network Service Provider
may only make a written submission in response to a noptibkshedunder
subparagraph (a)(6) in respect of documents and information referred to in
subparagraphs (a)(1)-(4) that were submitted by anoflm@nsmission

Network Service Provider [6A.37]
(d)  Where: [6A.37]
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(1) theAERIis making transmission determinations in relation to two or
more Transmission Network Service Providers at the same time; and [6A.37]

(2) aTransmission Network Service Providaekes a written submission
referred to in paragraph (c), [6A.37]

that written submission may only address material differences between: [6A.37]

(3) the documents and information referred to in subparagraphs (a)(1)-(4)
that were submitted by it; and [6A.37]

(4) the documents and information referred to in subparagraphs (a)(1)-(4)
that were submitted by anothéfransmission Network Service
Provider. [6A.37]

6A.12 Draft decision and further consultation

6A.12.1 Making of draft decision

(@)

(b)

(€)

(d)

(€)

Subject to the Law andle 6A.16(a) the AERmust [6A.3] [6A.10] [6A.38]

(1) consider any written submissions madedein accordance withule
6A.11; [6A.3] [6A.10] [6A.38]

(2) consider the information included in or accompanying Reeenue

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

(3) have regard to such analysis as is undertaken by or for theaAER [6A.3] [6A.10]

(4) must make a draft decision in relation to fh@nsmission Network
Service Provider [6A.3.1]

The AER's draft decision must be made in accordance with, and must
comply with, the relevant requirements of rule 6A.14.

If the AERs draft decision differs to thdRevenue Proposah respect
ofrefuses-to-approvany of the amounts+valuesor projectsreferred to in

clause 6A.14.1(1Y4), the AER’sdraft decision must include details of the

changes required or matters to be addressed befoAER®iill determine,

identify or approve (as the case may béhose amouniservalues or

projects [6A.36.1]

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

If the AER refuses to approve any aspect of a propopeding
methodologythe AER’s draft decision must include details of the changes
required or matters to be addressed before AER®R will approve the
proposed methodology.
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6A.12.2 Publication of draft decision and consultation

(@)

(b)

TheAER must, as soon as practicable but not later than 6 months after the
relevant date referred to in clause 6A.10.1(a), publish:

(1) its draft decision and reasons under clause 6A.12.1 and rule 6A.14;
(2) notice of the making of the draft decision;
(3) notice of a predetermination conference; and

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

(5) the date by which submissions must be made, which must not be

earlier than 45business daysfter the date the predetermination
conference is to be held.

The AER must hold a predetermination conference at the time, date and

place specified in the notice under paragraph (a)(3) for the purpose of

explaining its draft decision and receiving oral submissions from interested

parties. Any person may attend such a predetermination conference but the
procedure to be adopted at the conference will be at the discretion of the
senior AERepresentative in attendance.

A Transmission Network Service Providemay only make a written
submission in response to a notméblishedunder subparagraph (a)(4) in
respect of a draft decision that has been made in relation to another
Transmission Network Service Provider

(d)  Where:

(1) theAERIis making transmission determinations in relation to two or
more Transmission Network Service Providers at the same time; and

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

that written submission may only address material differences between:

(3) the draft decision that has been made in relation to it, or any revised
proposal, framework or pricing methodology that it submits under
clause 6A.12.3; and
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(4) adraft decision that has been made in relation to another Transmission
Network Service Provideror any revised proposal, framework or
pricing methodology that provider submits under clause 6A.12.3. [6A.38]

6A.12.3 Submission of revised proposal, framework or pricing methodology

(@)

appropriate-The Transmission Network Service Provideray, not more
than 30business dayafter the publication of the draft decision, submit to
the AER [6A.38]

(1) arevised Revenue Propgsal
(2) arevised proposed negotiating framewark
(3) arevised proposed pricing methodology

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

(c) A revisedRevenue Proposabr revised proposedegotiating framework
must comply with the requirements of, and must contain or be accompanied
by such information as is required by, the submission guidelines

(d) The revised proposegegotiating frameworkmust also comply with the
requirements of clause 6A.9.5.

(e) Arevised proposed pricing methodolagyst:

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

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

(e) The revisedRevenue Proposahust identify the parts of the proposal and
any accompanying information (if any) tAieansmission Network Service
Providersclaims to be confidential in accordance with the requirements of
the submission guidelines [6A.35]

( ExeepBubject to paragraph (e) and exctpthe extent that theubmission
guidelines or the pricing methodology guidelinegas the case may be)
provide that it will not be publicly disclosed (and, in that case, the
Transmission Network Service Providess not otherwise consented), the
AERmMust publish: [6A.35]

(1) any revised Revenue Propgsal

(2) any revised proposed negotiating framework
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6A.13

(3) any revised proposed pricing methodology

(as the case may be), that is submitted byltla@smission Network Service
Provider under paragraph (a), together with the accompanying information,
as soon as practicable after receipt by the . AER

Final decision

6A.13.1 Making of final decision

6A.13.2

(@)

(b)

Subject to the Law andle 6A.16(a) the AERmust [6A.3] [6A.10] [6A.38]

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

(2) consider the information included in or accompanying any revised
Revenue Proposatevised proposedegotiating frameworlr revised
proposed pricing methodology submitted to it under clause 6A.12.3[6A.3] [6A.10]

(3) have regard to such analysis as is undertaken by or féfBReand
fanet [6A.3] [6A.10]

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

The AER's final decision must be made in accordance with, and must
comply with, the relevant requirements of rule 6A.14.

Refusal to approve amounts, values, framework or pricing
methodology

(@)

If the AER'sfinal decision is to refuse to approve an amount or value

referred to in claussA-14-1{16A.14.1(3)(1)—(iii), theAERmust include in
its final decision a substitute amount or value which, except as provided in

paragraph (b), is: [6A.36.2]

(1) determined on the basis of the current Revenue Proposhl

(2) amended from that basis only to the extent necessary to enable it to be
approved in accordance with the Rules

e T e [6A.36.1]

[6A.36.1]
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account theapital expenditure factoys [6A.36.1]
the AERmust: [6A.36.1]

estimate referred to in clause 6A.14.1(3)(in); [6A.36.1]

n. | [6A.36.1]

{e)(b)If the AER'sfinal decision is to refuse to approve the propasegbtiating
framework referred to in clausesA-14-%6)6A.14.1(5) the AER must
include in its final decision an amended negotiating framewuikh is: [6A.36.2]

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

(2) amended from that basis only to the extent necessary to enable it to be
approved in accordance with the Rules

{eh(c)If the AER’s final decision is to refuse to approve the propopeding
methodologythe AER must include in its final decision an amengbeting
methodologywvhich is: [6A.36.2]

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

(2) amended from that basis only to the extent necessary to enable it to be
approved in accordance with the Rules
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6A.14  Requirements relating to draft and final decisions

6A.14.1 Contents of decisions

A draft decision under rule 6A.12 or a final decision under rule 6A.13 is a
decision-bin whichthe AER setting out its reasons [6A.36]

(1)

(i) the total revenue cap for the provider for thegulatory control
period,;

(i) the maximum allowed revenuer the provider for eaclegulatory
year of the regulatory control period;

seheme—parame%epﬁel’—the—seﬁﬂee—target—pe#epmanee—meenwe

[6A.36]
[6A.36]
[6A.36]
[6A.36]
[6A.36]
included in the currerRevenue Proposabr [6A.8.1] [6A.36]
account theapital expenditure factoys [6A.8.1] [6A.36]
(i) _under clause 6A.6.7(c), the total of the famet of required capital
expenditure for theequlatory control period and the forecast of
required capital expenditure for eaglyulatory yearof therequlatory

control period; [6A.8.1] [6A.36]
Ll e A ER e [6A.36]
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into-account theperating expenditure factars [6A.1.1] [6A.36]

(iv) under clause 6A.6.6(c), the total of the fordcaf required operating
expenditure for theequlatory control period and the forecast of
required operating expenditure for eachgulatory year of the
regulatory control period or under clause 6A.6.6(c1), accepts the total
of the forecast operating expenditure for tbgulatory control period
that is included in the current Revenue Proposal [6A.1.1] [6A.36]

(4) in which theAERdetermines [6A.36]

coconbos mne s ovnn e Dinsoon| [6A.16.4] [6A.36]
i) thetr i relati eonti iectin-whic R
the decision must clearly specify thdsgger eventg and [6A.16.4] [6A.36]

clause 6A.8.1(h); [6A.16.4] [6A.36]

(v) __under clause 6A.8.1(e), tlmntingent projectswhich may include
the proposed contingent projectsf any), for the purposes of the
revenue determinatiorand the associatettigger eventsfor each
contingent project [6A.16.4] [6A.36]

(vi) whether depreciation for establishing the redmly asset base as at
the commencement of the relevaatulatory control period is to be
based on actual or forecast capital expenditure; [6A.30.2] [6A.36]

5)(2)ir-which-theAERdetermines andets out the amounts, values or inputs that
it has used in place of those referred to in clause 6A.10.2(b)(9); [6A.36]
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6A.14.3

B)(3)approves or refuses to approven the Transmission Network Service

(4)

Provider'scurrentRevenue Proposal [6A.36]

(i) the values that are to be attributed to therformance incentive

scheme parameter$or the service target performance incentive
schemethat is to apply to the provider in respect of tegulatory
control period; [6A.36]

(i) the values that are to be attributed to #fciency benefit sharing

scheme parametefsr theefficiency benefit sharing scherti@t is to
apply to the provider in respect of the requlatory control period; [6A.36]

(i) the values that are to be attributed to the parameters for the other

incentive scheme or schemes developed mulished under clause
6A.7.5 that is to apply to the provider in respect of itbgulatory
control period; [6A.29.3] [6A.36]

(iv) the commencement and length of tiegulatory control period that
has been proposed by the provider; [6A.36]

approves or refuses to approwm the previderdransmission Network

Service Provider'scurrent proposedhegotiating frameworkin—which-the

AER-either—approves—or—refuses—to—appithree proposednegotiating
framework-setting-outreasons-forits-decisiamd [6A.36]

BH(5)in—which-the AER-specifies theNegotiated Transmission Servi€gicing

Criteria for the Transmission Network Service Providewrtting—out-the
reasons-for-the-decisipand [6A.36]

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

Provider’s current proposegricing methodologyir—which-theAER either

approves-orrefuses-to-apprthat methodologywnd-sets-out reasonsfor its
S [6A.36]

Circumstances in which matters must be approved or accepted

(@)

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

S e e N [6A.36.1]

aregulatory control periodand [6A.36.1]

yearof theregulatory control period [6A.36.1]




as set out in the curreRievenue Proposall the AERIs satisfied that: [6A.36.1]

revenue-modebnd | | [6A.36.1]

aoceptbabamonnl), [6A.36.1]

{e)(b)If a Transmission Network Service ProvidersvisedRevenue Proposal
submitted under clause 6A.12.3(a) includes: [6A.36.2]

(1) an amount of totakequired forecast capital expenditure for the

(2)

regulatory control periodand for eachregulatory yearof the
regulatory control period that is the same as thatceepted—or

estimated{as—the—case—may—geterminedby the AER in a draft
decision under rule 6A.12; or [6A.8.1]

an amount of total forecaséquired operating expenditure for the
regulatory control periodand for eachregulatory yearof the
requlatory control period that is the same as thatceepted—or

estimated{as—the—case—mayosterminedby the AER in a draft
decision under rule 6A.12, [6A.1.1]

then, except to the extent that:

3)

(4)

either or both of the following apply:

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

(i) the information contained in or accompanying the revised
Revenue Proposaldiffers from that contained in or
accompanying the previous Revenue Propcsad

the changes are such that AteRis-netsatisfiedvould not determine

the amounts of the total forecasts of required capital expenditure or
required operating expenditure specified in the draft decisi®n
referred-toinunder clauses 6A.6.6(c) or 6A.6.7(c) (as the case may

be), [6A.1.1] [6A.8.1]

the AERIn its final decision, must accept the foresadtrequired operating
expenditure or of required capital expenditure (as the case may be) that is
included in the revised Revenue Proposal [6A.1.1] [6A.8.1]

{eh(c) The AERmust approve: [6A.36.2]
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(1) the values that are to be attributed to pesformance incentive
scheme parameterfor the service target performance incentive
schemehat is to apply to aransmission Network Service Provider
respect of a regulatory control periedsnd

(2) the values that are to be attributed to éffeciency benefit sharing
scheme parametefsr theefficiency benefit sharing schertmt is to
apply to aTransmission Network Service Providier respect of a
regulatory control period,and

(3) the values that are to be attributed to parameters for any applicable

other incentive scheme or schemes developedpatished under
clause 6A.7.5 that is to apply to Taansmission Network Service
Providerin respect of a regulatory control period,

as set out in the curreRevenue Proposaif the AERIs satisfied that those
values comply with the requirements relating to them set out isethice
target performance incentive schenmw—the efficiency benefit sharing
schemeor any incentive scheme or schemes developeguaioiished under
clause 6A.7.%as the case may be).

{eXd)The AER must approve the commencement and length ofrégalatory
control period as proposed byTaansmission Network Service Providar
the provider’s currenRevenue Proposafl the length of theregulatory
control period as so proposed is 5 regulatory years

(e) The AER must approve dransmission Network Service Providecsrrent
proposednegotiating frameworkf the AER is satisfied that the relevant
proposednegotiating frameworkneets the requirements set out in clause
6A.9.5(c).

{en(f) The AER must approve dransmission Network Service Provigecurrent
proposed pricing methodologiythe AERIs satisfied that the methodology:

(1) gives effect to and is consistent with tReicing Principles for
Prescribed Transmission Servicesd

(2) complies with the requirements of the pricing methodology guidelines

(Q)If a Transmission Network Service ProviderasvisedRevenue Proposal
revised proposednegotiating frameworkor revised proposedricing
methodologyas the case may be) submitted under clause 6A.12.3(a):

(1) contains the changes required under clause 6A.12.1; or

(2) does not contain those changes but otherwise (irAER's view),
adequately addresses the matters which prompteAER20 require
those changes,

then, except to the extent that:

(3) either or both of the following apply:
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6A.15

() other changes have been made in the re\i&®anue Proposal
the revised proposedegotiating frameworkor the revised
proposed pricing methodologyy the provider; or

(i) the information contained in or accompanying the revised
Revenue Proposatevised proposedegotiating frameworlor
revised proposedpricing methodology differs from that
contained in or accompanying the previdRsvenue Proposal
proposed negotiating framework or proposed pricing
methodologysubmitted or resubmitted; and

(4) the changes would justify tiER in its final decision, in refusing to
approve the amounts or values referred to in clause
6A-14-1H{5PA.13.2(a) the proposedegotiating frameworkeferred to
in clause6A-13-2€)6A.13.2(b)or the proposegricing methodology
referred to in clause-6A-13£6A.13.2(c) [6A.36.2]

the AER’sfinal decision must be to approve those amounts or values, that
proposed negotiating framewook that proposegdricing methodology

{(h) The AER must only specify criteria aBlegotiated Transmission Service
Criteria for a Transmission Network Service Provider a draft or final
decision under rule 6A.12 or 6A.13 if those criteria give effect to and are
consistent with the Negotiated Transmission Services Principles [6A.36.2]

Revocation and substitution or amendment of revenue
determination or amendment of pricing methodology for wrong
information or error [6A.21]

(@) Except as provided in clause 6A.7.1(d), kiR may only (but is not
required toyevokeor amendarevenue determination or amend an existing
pricing methodologyuring aregulatory control period where it appears to
the AERthat: [6A.21]

(1) the total revenue cap was set or thmicing methodologywas
approved on the basis of information provided by or on behalf of the
relevantTransmission Network Service Providerthe AER that was
false or misleading in a material particular; or

(2) there was a material errapr deficiency in the tetal—revenue
eagrevenue determinatioor in the pricing methodology [6A.21]

(b) If the AERrevokes a revenue determination under paragraph @)(h)(2)
the AER must make a newevenue determination in substitution for the
revokedrevenue determination to apply for the remainder ofréggilatory
control period for which the revoked revenue determination was to apply. [6A.21]

(c) If the AERrevokesand substitutes or amenasevenue determination under
paragraph{a)(1) or(a)(2), the substitutedr amendedevenue determination
must only vary from the revokear existingrevenue determination to the
extent necessary to correct the relevant error. [6A.21]
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6A.16

6A.16.1

(d)

(€)

(f)

If the AER amends apricing methodologyunder paragraph (a)(1), the
amended methodology applies to the setting of prices for thefinartial
yearand for the remainder of the relevant regulatory control period.

If the AER amends apricing methodologyunder paragraph (a)(2), the
amended methodology must only vary from the existipgcing
methodologyto the extent necessary to correct the relevant evror

deficiency

The AERmay only revoke and substitute amenda revenue determination
or amend apricing methodologyunder this rule 6A.15, if it has first
consulted with the relevaniransmission Network Service Providand
such other persons as it considers appropriate.

Miscellaneous

Out-of-scope submissions and late proposals

(a)

Subject to the Law, where ti&R publishes a notice inviting submissions

(b)

under this Part E, théAER must not consider any submission, or any
material supplied with a submission that, in #ER’s opinion, does not
comply with clause 6A.11.3 or 6A.12.2, or is otherwise not relevant to the
purpose of the invitation.

Where aTransmission Network Service Provideesubmits aRevenue

(c)

Proposal proposediegotiating frameworkproposedoricing methodology
or information under clause 6A.11.2 or submits a revidgedkenue Proposal
proposed negotiating framework proposed pricing methodology or
information under clause 6A.12.3, the AERSt not consider:

(1) a resubmitted or reviseRevenue Proposalproposednegotiating
framework proposedpricing methodologyor information that was
submitted late; or

(2) if the revisedRevenue Proposalproposednegotiating framework
proposeddricing methodologywr information includes material that is
not permitted under clause 6A.12.3—that material.

This clause does not prevent tWER from accepting typographical

corrections, corrections of miscalculations and corrections of other errors

that do not affect the substance of a written submission or document.

6A.16.2 Other matters

b)(a)Nothing in this Part E is to be construed as precludingABR from

publishing any issues, consultation and discussion papers, or holding any

conferences and information sessions, that the @d&Riders appropriate.
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{e)(b)Subject to paragrapfab(c), as soon as practicable after tiER receives a
submission in response to an invitation referred to in clause 6A.11.3(a)(6) or
6A.12.2(a)(4) (whether or not the submission was made before the time for
making it has expired), the AERust publish that submission. [6A.39.1]

{eh(c) The AER must notpublish a submission referred to in paragrapiib) to
the extent it contains information which has been clearly identified as
confidential by the person making the submission. [6A.39.1]

{eXd)The AER may give such weight to confidential information identified in
accordance with paragrapkd)(c) in a submission as it considers
appropriate, having regard to the fact that such information has not been
made publicly available. [6A.39.1]

(e) TheAER may give such weight teonfidential information identified in
accordance with clause 6A.10.1(g) in Revenue Proposabr clause
6A.12.3(el) in_a revisedRevenue Proposalas it considers appropriate,
having regard to the fact that such information has not been made publicly
available. [6A.35]

( Paragraphdj(c) does not apply to the extent that any other provision of the
Rulespermits or requires such information to be publicly released by the
AER [6A.39.1]

Part F Information Disclosure

6A.17  Information disclosure by Transmission Network Service
Providers

6A.17.1 Information to be provided to AER

(@ In this rule 6A.17 certified annual statement means an annual statement
provided by arransmission Network Service Providerder this rule 6A.17
and certified in accordance with the information guidelines

(b) A Transmission Network Service Providaust submit to thé\ER in the
manner and form set out in theformation guidelinesannual statements
that:

(1) provide a true and fair statement of the financial and operating
performance of the provider;

(2) are certified in accordance with the information guidejined

(3) otherwise comply with the requirements of this clause and the
information guidelines

(c) In addition to the certified annual statements, AR may require a
Transmission Network Service Provider provide, by a date and in the
form and manner specified by tA&ER any additional information th&ER
reasonably requires for a purpose set out in paragraph (d).
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(d)

(e)

The certified annual statements and additional information provided by a
Transmission Network Service Provider the AER under this rule 6A.17
may be used by the AERly for the following purposes:

(1) to monitor, report on and enforce the compliance of the provider with
thetotal revenue capor the provider for aegulatory control period,
the maximum allowed revenuer the provider for eachegulatory
year, and any requirements that are imposed on the provider under a
transmission determination;

(2) to monitor, report on and enforce compliance with the providsrs
Allocation Methodology

(3) as an input regarding the financial, economic and operational
performance of the provider, to inform tA&R’sdecision-making for
the making ofrevenue determinationsr other regulatory controls to
apply in future regulatory control periogs

(4) to monitor and report on the performance of the provider under any
service target performance incentive scheha applies to itand [6A.29.5]

(4A) to monitor and report on the performance of the provider under any
applicable other incentive scheme or schemes developed and
published under clause 6A.7.5 that applies to it; and [6A.29.5]

(5) for the preparation of a network service provider performance report

TheAER may request or undertake verification or independent audit of any
information sought by it, or provided to it, under this rule 6A.17.

Schedule 6A.1 Contents of Revenue Proposals

S6A.1.3 Additional information and matters

A Revenue Proposahust contain at least the following additional information
and matters:

(1)

(2)

an identification and explanation of any significant interactions between the
forecast capital expenditure and forecast operating expenditure programs;

the values that th€ransmission Network Service Providamoposes are to

be attributed to theyerformance incentive scheme parametéos the

purposes of the application to the provider of déipplicableservice target

performance incentive schentbat applies in respect of the relevant

regulatory control period, and an explanation of how the values proposed to

be attributed to those parameters comply with any requirements relating to

them set out in that scheme,; [6A.34]
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3)

(3A)

the values that the provider proposes are to be attributed tffitiency

benefit sharing scheme parametérsthe purposes of the application to the

provider of theapplicableefficiency benefit sharing schertteat applies in

respect of the relevan¢égulatory control period, and an explanation of how

the values proposed to be attributed to those parameters comply with any
relevant requirements set out in that scheme,; [6A.34]

the values that the provider proposes are to be attributed to the parameters

(4)

(5)

for the purposes of the application to the provider of any applicable other
incentive scheme or schemes developedmimished under clause 6A.7.5

that applies in respect of the relevasgulatory control period, and an

explanation of how the values proposed to be attributed to those parameters
comply with any relevant requirements set out in that other incentive

scheme or schemes; [6A.29.6]

the provider's calculation of:

() the estimatediotal revenue cap for it for the relevanegulatory
control period; and

(i)  the maximum allowed revenuer it for eachregulatory yearof the
relevant regulatory control period,

using thepost-tax revenue modeeferred to in rule 6A.5 of th&ules
together with:

(i) details of all amounts, values and other inputs used by the provider for
that purpose;

(iv) a demonstration that any such amounts, values and other inputs
comply with the relevant requirements of Part C of Chapter 6A of the
Rules and

(v) an explanation of the calculation of the amounts referred to in
subparagraphs (i) and (ii) and of the amounts, values and inputs
referred to in subparagraph (iii);

the provider's calculation of the regulatory asset base for the relevant
transmission systerfor eachregulatory yearof the relevantregulatory
control period using theoll forward modelreferred to in clause 6A.6.1 of

the Rulestogether with:

(i) details of all amounts, values and other inputs used by the provider for
that purpose;

(i) a demonstration that any such amounts, values and other inputs
comply with the relevant requirements of Part C of Chapter 6A of the
Rules and

(iif) an explanation of the calculation of the regulatory asset base for each
regulatory yearof the relevantegulatory control period and of the
amounts, values and inputs referred to in subparagraph (i);
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(7)

(8)

9)

(10)

. the
Ruleghe provider’s calculation of the proposed rate of return in accordance
with clause 6A.6.2 and any information or matters in relation to the rate of
return as required by the applicable statement on the cost of papital [6A.23.3] [6A.24.2]

the depreciation schedules nominated byTiamsmission Network Service
Provider for the purposes of clause 6A.6.3 of fRales which categorise

the relevant assets for these purposes by reference to well accepted
categories such as:

(i) asset class (eg transmission lirzesl substatior)sor

(i) category driver (eg regulatory obligations or requirements
replacement, reliabilitynet market benefit, and business support),

and also by location, together with:

(i) details of all amounts, values and other inputs used by the provider to
compile those depreciation schedules;

(iv) a demonstration that those depreciation schedules conform with the
requirements set out in clause 6A.6.3(b) of the Raled

(v) an explanation of the calculation of the amounts, values and inputs
referred to in subparagraph (iii);

the X factors nominated by the provider for eaebulatory yearof the
relevantregulatory control period for the purposes of clause 6A.6.8(a) of
the Rules together with a demonstration that those X factors comply with
the requirements set out in clause 6A.6.8(b) oRbkes

the commencement and length of tbgulatory control period proposed by
the Transmission Network Service Providand

if the Transmission Network Service Providerseeking a determination
by the AER that aproposed contingent projec acontingent projecfor
the purposes of the relevant revenue determination:

(i) a description of thegroposed contingent projecincluding reasons
why the provider considers the project should be accepted as a
contingent projector the regulatory control period;

(i) a forecast of the capital expenditure which the provider considers is
reasonably required for the purpose of undertaking progposed
contingent project

(i) the methodology used for developing that forecast and the key
assumptions that underlie it;
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(iv)

(V)

(vi)

information that demonstrates that the undertaking ofptiogposed
contingent projects reasonably required in order to achieve one or
more of the capital expenditure objectiyves

information that demonstrates that theoposed contingent capital
expenditurefor the proposed contingent projeatomplies with the

requirements set out in clags@&A-8-1{bf2)6A.8.1(b)—(d) of the
Rules and [6A.16.1]

the trigger eventswhich are proposed in relation to tipeoposed
contingent projecand an explanation of how each of those conditions
or events addresses the matters referred to in clause

6A-8-1{€)6A.8.1(f) of the Rules [6A.16.1]

Schedule 6A.2 Regulatory Asset Base

S6A.2.1 Establishment of opening regulatory asset base for a regulatory
control period

(a) Application of this clause

(b)

(©)

This clause S6A.2.1;

(1)

@)

applies to the establishment of the value of the regulatory asset base
for atransmission systems at the beginning of r@gulatory control
period on the roll forward of the regulatory asset base to that
regulatory control periodrom the previous regulatory control period;

and

also applies to the establishment of the value of the regulatory asset
base for atransmission systeras at the beginning of @egulatory
control period where théransmission systerwas not immediately
before that time the subject of a revenue determination.

Roll forward model to comply with this clause

The roll forward modelreferred to in clause 6A.6.1 of tHeules must
provide for those values to be established in accordance with the
requirements of clauses S6A.2.1, S6A.2.2 and S6A.2.3.

Transmission systems of specific providers

(1)

In the case of wansmission systewwned, controlled or operated by
one of the followingrransmission Network Service Providaesat 16
February 2006, the value of the regulatory asset base for that
transmission systeras at the beginning of that fireégulatory year
must be determined by rolling forward the regulatory asset base for
that transmission systenas set out in the table below, in accordance
with this schedule:
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Transmission Network Service Regulatory Asset Base ($m)
Provider
EnergyAustralia 635.6 (as at 1 July 2004)
TransGrid 3,012.76 (as at 1 July 2004)
Powerlink As per transitional revenue determination in
accordance with clause 11.6.12
ElectraNet 823.75 (as at 1 January 2003)
Transend 603.6 (as at 31 December 2003)
SP AusNet 1,835.60 (as at 1 January 2003)
Murraylink Transmission Company 102.96 (as at 1 October 2003)
Directlink 116.68 (as at 1 July 2005)

(@)

The values in the table above are to be adjusted for the difference
between:

() any estimated capital expenditure that is included in those values
for any part of a previous regulatory control period; and

(i) the actual capital expenditure for that part of the previous
regulatory control period.

This adjustment must also remove any benefit or penalty associated
with any difference between the estimated and actual capital
expenditure.

(d) Other transmission systems

1)

(@)

3)

This paragraph (d) applies tdransmission systemot referred to in
paragraphs (c) or (e), whemescribed transmission servicHsat are
provided by means of, or in connection with, that system are to be
regulated under a revenue determination.

The value of the regulatory asset base for tila@ismission systeras

at the beginning of the firstegulatory yearof the first regulatory
control period for the relevantTransmission Network Service
Provider is the prudent and efficient value of the assets that are used
by the provider to provide thoggescribed transmission servicésut

only to the extent that they are used to provide such services), as
determined by th&ER In determining this value, th®ER must have
regard to the matters referred to in clause S6A.2.2.

The value of the regulatory asset base for tila@ismission systeras
at the beginning of the firstegulatory year of any subsequent
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regulatory control period must be determined by rolling forward the
value of the regulatory asset base for treEtsmission systems at the
beginning of the firstegulatory yearof the firstregulatory control
period in accordance with this schedule.

(e) Former Market Network Services

(1)

(2)

This paragraph (e) applies to a transmission systegne any services
provided by means of, or in connection with, ttrahsmission system
are determined to bprescribed transmission servicemder clause
2.5.2(c).

The value of the regulatory asset base fortthaalsmission systenas

at the beginning of the firstegulatory yearof the firstregulatory
control period for which those services are to be regulated under a
revenue determination, is the amount that is determined byHER=aS

the lesser of:

(i) the prudent and efficient value of the assets that are used by the
relevant Transmission Network Service Provides provide
those prescribed services (but only to the extent they are used to
provide such services), such value being determined bAERe
having regard to the matters referred to in clause S6A.2.2; and

(i) the sum of:

(A) the net present value of the revenue that it is expected
would be earned by the provider from the provision of
those services, over the remaining life of the assets that are
used by the provider to provide those services, if those
services had not been determined to peescribed
transmission serviceand

(B) to the extent that such market benefit is not included in the
expected revenue referred to in clause
S6A.2.1(e)(2)(i))(A), the net present value of the market
benefit to Registered Participant®f the services being
determined to beprescribed transmission services
compared to being continued to be treated as services that
are not prescribed transmission services

reduced by the net present value of the total operating
expenditure over the remaining life of ttransmission system
which the AER considers to be reasonably required in order to
achieve the operating expenditure objectives

For the purposes of clause S6A.2.1(e)(2)(ii)(B), the net present value
of the market benefit is the present value of the market benefit less the
present value of costs, as those terms are defined for the purposes of
the regulatory testor regulatory investment test for transmission (as
the case may be).
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(f)

(3) The value of the regulatory asset base for tiia@ismission systeras
at the beginning of the firstegulatory year of any subsequent
regulatory control period must be determined by rolling forward the
value of the regulatory asset base for treEtsmission systems at the
beginning of the firstegulatory yearof the firstregulatory control
period in accordance with this schedule.

Method of adjustment of value of regulatory asset base

Except as otherwise provided in paragraph (c), (d) or (e), the value of the
regulatory asset base fortnsmission systeras at the beginning of the
first regulatory yearof aregulatory control period must be calculated by
adjusting the value (thgrevious valug of the regulatory asset base for that
transmission systeras at the beginning of the firsggulatory yearof the
immediately precedingegulatory control period (theprevious control
period) as follows:

1)

determination(if any) for that period) ) [6A.15]

(i)  the lesser of: [6A.15]
(a) the total amount of capital expenditure incudedng the

(b)

previous control period and, for any part of the previous

control period for which actual capital expenditure is not

available, the amount of the estimated capital expenditure
determined by the AERr that part of the previous control

period for which actual capital expenditure is not available

(the total capital expenditurg; and [6A.15]

the total of the forecast capital expenditurgednined in

the revenue determinatiofor the previous control period
adjusted for any amount of capital expenditure forming
part of anapproved pass through amouot a negative
pass through amountletermined by theAER for the
previous control period or, if aapproved pass through
amount or_a negative pass through amoudbes not
include all of the increase or decrease in capital
expenditure that théAER considered should be passed
through in relation to the relevapass through eventhat
increase or _decrease in_capital expenditure (tel
forecast capital expenditurg; and [6A.15]
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(i) 60% of the total capital expenditure that exceeds the total
forecast capital expenditure. [6A.15]

Any amounts ofrelated party marginsand capitalisedoverheads
included in the total capital expenditure must not exceed the amounts
determined in accordance with hovelated party marginsand
capitalisedoverheadsvere included in the total of the forecast capital
expenditure determined in tlevenue determination for the previous

control period. [6A.15] [6A.22]
Note: [6A.15]

The total of the forecast capital expenditure deieechin arevenue determination
may be subject to clauses 6A.7.1(f) and 6A.8.2(e)(3). [6A.15]

(h). [6A.15]

£3)(2)The previous value of the regulatory asset base must be adjusted for
the difference between: [6A.15.1]

(i) the estimated capital expenditure for any part of a previous
regulatory control period where that estimated capital
expenditure has been included in that value; and

(i) the actual capital expenditure for that part of the previous
regulatory control period.

This adjustment must also remove any benefit or penalty associated
with any difference between the estimated and actual capital
expenditure.

| such
' isThe capital expenditure referred to in
subparagraphs (1), (2) and (3) must only be capital expenditure as
properly allocated to the provision pfescribed transmission services
in accordance with th€ost Allocation Methodologfor the relevant
Transmission Network Service Provider [6A.15.1] [6A.15.2]

{5)(4)The previous value of the regulatory asset base must be reduced by the
amount ofaetuatldepreciation of the regulatory asset base during the
previous control period, calculated in accordance with the rates and
methodologies allowed in tHeansmission determination (if anghd
taking into account the amount of capital expenditure (if any) included
in_any approved pass through amouot negative pass through
amountfor that period. [6A.15] [6A.15.1] [6A.30] [6A.40]
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Note: [6A.15]

The amount of depreciation of the regulatory asset base during the previous control

period calculated in accordance with the rates and methodologies allowed in the
transmission determinatiofif any) for that period may be subject to clauses

6A.7.1(f) and 6A.8.2(e)(3). [6A.15]

{6)(5)The previous value of the regulatory asset base must be reduced by the
disposal value of any asset where that asset has been disposed of
during the previous control period. [6A.15.1]

A (6)The previous value of the regulatory asset base must be reduced by the
value of any asset where tAd&R determines that the value of that
asset should be removed in accordance with clause S6A.2.3. [6A.15.1]

£8)(7)Without prejudice to the application of any other provision of this
paragraph (f), the previous value of the regulatory asset base may be
increased by the inclusion of: [6A.15.1]

() past capital expenditure that has not been included in that value
because that capital expenditure was incurred in connection with
the provision of services that are roiescribed transmission
services and in these circumstances, such capital expenditure
must only be included to the extent the asset in respect of which
that capital expenditure was incurred is subsequently used for
the provision of prescribed transmission servjcasd

(i) past capital expenditure that has not been included in that value,
but only to the extent that such past capital expenditure:

(A) relates to an asset that is used for the provision of
prescribed transmission serviges

(B) is considered by th&ER to be reasonably required in
order to achieve one or more of thapital expenditure
objectives

(C) is properly allocated tprescribed transmission services
accordance with the principles and policies set out in the
Cost Allocation Methodology for the relevant
Transmission Network Service Provigand

(D) has not otherwise been recovered.

Schedule 6A.4  Application of this Chapter to AEMO and declared
transmission system operators
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S6A.4.2 Exclusions, qualifications and modifications

(@)

(b)

()

This Chapter will be read subject to the following exclusions, qualifications
and modifications.

Part A (Introduction)
Clause 6A.1.4(b) is excluded.
Part B (Transmission Determinations Generally)

This Part applies subject to the following exclusions, qualifications and
modifications:

Clause 6A.2.2 (Components of transmission determinations):

(1) A transmission determination fokEMO will not include arevenue
determination.

(2) However, AEMO must have a revenue methodology (which will not
be subject to theAER’s approval) setting out the method for
calculatingAEMO’s maximum allowed revenuer the provision of
prescribed transmission servicks each regulatory year

(3) In formulating its revenue methodology, or an amendment to its
revenue methodology, AEMRust consult with the public.

(4) AEMO’smaximum allowed revenwensists of:

() so much of theaggregate annual revenue requirememteach
declared transmission system operator AEMO'’s regulatory
year as relates to the provision ®EMO of shared network
capability servicesand

(i) the other costs forecast to be incurred AMO in the same
regulatory year for the provision of prescribed shared
transmission services

Note:

The costs under subparagraph (i) might include the costlextricity
network serviceprovided by aleclared transmission system operatdrere
those services are, from the standpoint of the operator,presicribed
transmission services

(5) The revenue methodology must include a description of:
(i) the categories of costs to be recovered; and

(i) the method (which must be consistent with ©est Allocation
Principleg for allocating costs to prescribed transmission
servicesand negotiated transmission servicasd
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(d)

(6)

(7)
(8)

9)

(i) how under and over recovery of revenue in a particular
regulatory yeatis to be treated.

The revenue methodology must be consistent with section 52 of the
National Electricity Lawand the provisions of Chapter 2 of these
Rulesapplicable to AEMO

AEMO must comply with its revenue methodology.

Before the commencement of tregulatory yearto which AEMO’s
revenue methodology applies, AEM@st publish:

(i) the revenue methodology; and

(i) a report on how it has applied its revenue methodology for the
purpose of determining prices for the ensuing regulatory.year

However, for theegulatory yearcommencing on 1 July 200BEMO

may, instead of formulating and publishing its own revenue
methodology, adopt as its revenue methodology relevant provisions of
the transmission determination that would have applied to VENCorp
for thatregulatory yearif the legislative and regulatory changes that
took effect at the commencement of thegulatory yearhad not been
made.

Part C (Regulation of Revenue — Prescribed Transmission Services)

This Part is not applicable to AEMO

This Part applies to aeclared transmission system operatoith the
following modification of clause 6A.7.1.:

If a declared transmission system operatsrdirected byAEMO, or is
required by or agrees with &onnection Applicantto construct an
augmentation, clause 6A.7.1 applies as if:

(1)

(2)

3)

the direction, requirement or agreement were an event in respect of
which the declared transmission system operatowere
unconditionally authorised under clause 6A.7.1(a) to apply taER

for revocation and substitution of a revenue determination; and

clause 6A.7.1(a)(1) to (7) were inapplicable to an application founded
on such an event; and

the following were added after clause 6A.7.1(d):

(da) If a declared transmission system operatisr directed by
AEMO, or is required by or agrees wittCannection Applicant
to construct araugmentation, and the operator applies to the
AER for revocation of aevenue determination on that ground,
the AERmust revoke theevenue determination.
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(e)

(f)

Part D (Negotiated Transmission Services)
Part D applies subject to the following qualification:

Clause 6A.9.1 applies tBAEMO as if the reference in paragraph (1) to
“principles and policies set out in tl@ost Allocation Methodologfor the
relevant Transmission Network Service Provitlewere a reference to
principles and policies set out in AEM@evenue methodology.

Part E (Revenue determinations, negotiating frameworks and pricing
methodologies)

Part F applies subject to the following exclusions, qualifications and
modifications:

1. Clause 6A.10.1 (Submission of proposal, framework, pricing
methodology and information)

Clause 6A.10.1 applies ®®EMO as if for paragraphs (a), (b) and (c)
the following were substituted:

(@) AEMO must, as and when required by #hER submit to the
AER

(1) a proposedpricing methodology relating to shared
transmission servicethat areprescribed TUOS services
or prescribed common transmission servi¢psescribed
shared transmission services); and

(2) a proposednegotiating frameworkrelating to shared
transmission serviceghat are negotiated transmission
services

(b) AEMO'spricing methodology

(1) must be designed to recover no more tHEMO's
maximum allowed revender the provision oprescribed
shared transmission servigeand

(2) must set out the principles on which pricesgdmgscribed
shared transmission servicase to be determined.

(c) Exact equivalence is not required between the costs of providing
a service and the revenue derived from providing the service in a
particular regulatory yearif there are reasonable grounds to
believe that costs will over time approximate revenue.

(ca) The proposediegotiating frameworkmust comply with the
requirements of, and must contain or be accompanied by the
information required by, theubmission guidelineso far as they
are relevant.
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Clause 6A.10.2 (Submission guidelines)

The submission guidelineapply to AEMO only insofar as they are
relevant to AEMO'groposed negotiating framework

Clause 6A.11.1 (Preliminary examination and determination of non-
compliance with relevant requirements)

Clause 6A.11.1 applies t&EMO only insofar as relevant to a
negotiating frameworkr pricing methodology

Clause 6A.11.2 (Resubmission of proposal, framework, pricing
methodology or information)

Clause 6A.11.2 applies t&EMO only insofar as relevant to a
negotiating frameworkr pricing methodology

Clause 6A.11.3 (Resubmission of proposal, framework, pricing
methodology or information)

Clause 6A.11.3 applies t&EMO only insofar as relevant to a
negotiating frameworkr pricing methodology

Rule 6A.12 (Draft decision and further consultation)

This Ruleapplies ttAEMO only insofar as relevant to a decision on a
negotiating frameworkr a pricing methodology

Rule 6A.13 (Final decision)

This Ruleapplies ttAEMO only insofar as relevant to a decision on a
negotiating frameworlkr a pricing methodology

Rule 6A.14 (Requirements relating to draft and final decisions)

(@ ThisRuleapplies tcAEMO only insofar as relevant to a decision
on a negotiating framewordr a pricing methodology

(b) Clause 6A-14-3(ebA.14.3(d) (which requires theAER to
approve aregulatory control period of Segulatory yeary is

inapplicable to AEMO [6A.36.2]

Note:

TheRuleis thus largely inapplicable. Of clause 6A.14.1 only paragrégh$s)-and

)(3)(v), (3)(vi) and (4)are applicable. Clause 6A.14.2 requires AliER to give

reasons setting out the basis and rationale of its decision. This requirement is

relevant to a decision on a pricing methodology or negotiating framework but the

matters of detail mentioned in paragraphs (1) to (4) would, as a general rule, be

irrelevant to such a decision. Of clause 6A.14.3 only paragrdphbs-{)(d) to (q)

would be relevant. [6A.36.2]
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(¢))

(h)

(i)

()

(k)

9. Rule 6A.15 (Revocatioand substitution or amendmeot revenue
determination or amendment of pricing methodology for wrong
information or error) [6A.21.1]

This Ruleapplies t)AEMO only insofar as relevant to the amendment
of a pricing methodology

10. Rule 6A.16 (Miscellaneous)
This Ruleapplies as if it included the following additional paragraphs:

(90 AEMO must, on or before 15 May in each yepublish its
prices forprescribed shared transmission servides its next
regulatory year

(h) A declared transmission system operatoust notifyAEMO of
its revenue requirement for the provision sifared network
capability servicesfor AEMO’s next regulatory year in
sufficient time to enabl@EMOto calculate prices in accordance
with the approvegbricing methodologynd meet its obligations
under paragraph (g).

Part F (Information Disclosure)
This Part is not applicable to AEMO
Part G (Cost Allocation)

AEMO’s revenue methodology must be consistent withGbset Allocation
Principlesset out in this Part: see clause S6A.4.2(c)(5). This Part applies to
AEMOonly insofar as it is relevant to that requirement.

Part H (Transmission Consultation Procedures)
No exclusions, qualifications or modifications are prescribed.

Part | (Ring-Fencing Arrangements for Transmission Network Service
Providers)

This Part is not applicable to AEMO
Part J (Prescribed Transmission Services — Regulation of Pricing)

Part J applies subject to the following exclusions, qualifications and
modifications:

1. Rule 6A.23 (Pricing Principles for Prescribed Transmission Services)

Clause 6A.23.3 applies as if it included the following additional
paragraphs:

(@) In relation to thedeclaredtransmission systeraf an adoptive
jurisdiction:
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(1) AEMO is responsible for allocating théASRR for
prescribed TUOS servicesand prescribed common
transmission serviceand

(2) the relevantdeclared transmission system operatasr
responsible for allocating th&SRRfor prescribed entry
servicesand prescribed exit services

(h) A declared transmission system operataosst:

(1) allocate costs betweemared network capability services
and prescribed connection servicaad

(2) notify AEMO of its allocation (and the basis on which it
was made) in sufficient time to calculate prices for
AEMO’s next regulatory yearin accordance with its
pricing methodologyand

(3) provideAEMO (as and when requested B{MO) with
the information AEMO reasonably requires to allocate
ASRR for prescribed TUOS serviceand prescribed
common transmission services

Clause 6A.23.4 applies as if it included the following additional
paragraph:

(k) A declared transmission system operaisr not required to
develop separate prices for recovery of AfeRRreferable to
shared network capability services

Rule 6A.24 (Pricing Methodology)

Clause 6A.24.1 applies as if the following paragraphs were substituted
for paragraphs (e) and (f):

(e) Subject to express provisions of th&desto the contrary, a
pricing methodology

(1) applies for the duration of the relevaagulatory control
period; and

(2) may not be amended during the regulatory control period.

(H However, theAER may, on an application made HEMO
during theregulatory yearcommencing on 1 July 2009, amend
AEMO'’s pricing methodologyas it applies to the setting of
prices for theregulatory yearcommencing on 1 July 2010 and
later regulatory years

Clause 6A.26.1 (Agreements for prudent discounts for prescribed
transmission services)
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()

(m)

(n)

Clause 6A.26.1 applies as if:

(1) the power under paragraph (b) to agree to charge lower prices
for prescribed TUOS servicesand prescribed common
transmission servicewere vested iIMEMO to the exclusion of
the relevant declared transmission system opeyraiu

(2) additional provisions to the following effect were included:

() AEMO must obtain the written consent of the relevant
declared transmission system operatmfore exercising
that power;

(i) the relevantdeclared transmission system operatond
AEMO must negotiate in good faith whenever either of
them asks the other to consider a proposal for the exercise
of that power in a particular manner.

4.  Clause 6A.26.2 (Application ®®ERfor approval of proposed prudent

discount amounts)
Clause 6A.26.2 (k) is not applicable to AEMO

5. Clause 6A.29.1 (Multiple Transmission Network Service Providers
within a region)

Clause 6A.29.1 applies as if it included the following additional
paragraph:

(g AEMO is (without appointment under clause 6A.29.1(a)) the
Co-ordinating Network Service Provideior a region that
includes the whole or the major part of tteclared shared
network

Part K (Commercial arbitration for disputes about terms and
conditions of access for prescribed and negotiated transmission
services)

This Part does not apply to a dispute that can be resolved BJERander
section 50H of the National Electricity Law

Schedule S6A.1 (Contents of Revenue Proposals)
This Schedule is not applicable to AEMO
Schedule S6A.2 (Regulatory Asset Base)

This Schedule is not applicable to AEMO

Clause S6A.2.3(a)(3)(i) is not applicable taeclared transmission system
operator.
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(0) Schedule S6A.3 (CRNP methodology and modified CRNP
methodology)

This Schedule applies without exclusion, qualification or modification.
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3 Chapter 10

3.1 Table of draft rules

Table3.1 Proposed rule changes: Chapter 10

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

[10.1] Definition: Deleted Revision to remove this definition consequential
‘capital to [6.8] and [6A.8].
expenditure
criteria’

[10.2] Definition: Definition: Revision to this definition consequential to
‘capital ‘capital [6.10], [6.11], [6.12], [6.13], [6.14], [6A.10],
expenditure expenditure [6A.11], [6A.12], [6A.13], and [6A.14].
factors’ factors’

[10.3] Definition: Deleted Revision to remove this definition consequential
‘operating to [6.1] and [6A.1].
expenditure
criteria’

[10.4] Definition: Definition: Revision to this definition consequential to [6.3],
‘operating ‘operating [6.4], [6.5], [6.6], [6.7], [6A.3], [6A.4], [6A.5],
expenditure expenditure [6A.6], and [6A.7].
factors’ factors’

[10.5] Definition: Definition: Revisions to these definitions consequential to
‘contingent ‘contingent [6.18] and [6A.15].
project’, project’,

‘proposed ‘proposed
contingent contingent
project’, project’,
‘proposed ‘proposed
contingent contingent project
project capital  capital
expenditure’, expenditure’,
‘trigger event’  ‘trigger event’,
‘Distribution
Contingent
Project and
Contingent
Program
Guidelines’,
‘Transmission
Contingent
Project
Guidelines’

[10.6] Definition: Definition: Revisions to these definitions consequential to

‘materially’, ‘materially’, [6.26].

‘positive change
event’, ‘negative
change event’

‘positive change
event’, ‘negative
change event’
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[10.7] - Definition: Revisions to include these new definitions
‘related party consequential to [6.19] and [6A.22].
margins’, ‘related

party’,
‘overheads’

[10.8] Definition: Definition: Revisions to replace the definition of statement
‘statement of ‘statement on the of regulatory intent with the statement on the
regulatory cost of capital’ cost of capital, consequential to [6.22] and
intent’ [6A.23].
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3.2 Draftrules
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10. Glossary

capHal-expenditureeriterta [10.1]
. I : " I listed_in_clause

6A-6-He} -3} [10.1]
ceribut I . " I listed_in_clause

6.5 7{e)1H3). [10.1]

capital expenditure factors

For a Transmission Network Service Provider — the factors listed in clause

BA-6-Ae)1H)10)6A.6.7(d)(1)—(11) [10.2]
For a Distribution Network Service Provider — the factors listed in clause
6.5-4e)1)10)%.5.7(d)(1)—(10) [10.2]

contingent project

In relation to arevenue determination, a prepesed—contingent project that is
determinedientified by the AER, in accordance with clausgA-8-1(b)6A.8.1(e)
j nroject for the pbvenue determination. [10.5]

In relation to a distribution determination¢@ntingent project that is identified by

the AERunder clause 6.6A.1(e). [10.5]
Distribution Contingent Project Guidelines [10.5]

The Guidelines referred to in clause 6.6A.3. [10.5]
materially

For the purposes of [10.6]

(a) the application of clause 6A.7.3, an event (other thametaork support
event) results in aTransmission Network Service Provider incurring
materially higher or materially lower costs if the change in costs (as
opposed to the revenue impact) that fransmission Network Service
Provider has incurred and is likely to incur in anggulatory year of the
regulatory control period, as a result of that event, exceeds 1% of the
maximum allowed revenue for the Transmission Network Service Provider
for that regulatory year; or [10.6]

(b) the application of clause 6.6.1, an event results [mskaibution Network
Service Provider incurring materially higher or materially lower costs if the
change in costs (as opposed to the revenue impact) thaligtnebution
Network Service Provider has incurred and is likely to incur in any
regulatory year of theregulatory control period, as a result of that event,
exceeds 1% of thannual revenue reguirement for the Distribution Network
Service Provider for that regulatory year. [10.6]
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In other contexts, the word has its ordinary meaning.

negative change event

For aTransmission Network Service Provider, apass through event which entails
the Transmission Network Service Provider incurring materially lower costs in
providing prescribed transmission services than it would have incurred but for
that event.

For a Distribution Network Service Provider, a pass through event that

materiathmaterially reduces the costs of providing direct control services [10.6]
operating-expenditure-erterta [10.3]
. I : ” I listed_in_clayse
6A-6-6(c{1H3)- [10.3]
{ceributi I . ” I listed_in_clause
6-5-6(e(1-3)- [10.3]
operating expenditure factors(3} [10.4]
For a Transmission Network Service Provider — the factors listed in clause
B6A-6-6{e{1{10)6A.6.6(d)(1)—(11) [10.4]
For a Distribution Network Service Provider — the factors listed in clause
6.-5:6(e}(1+10)6.5.6(d)(1)—(8) [10.4]
overheads [10.7]

The ongoing administrative expenses ddiatribution Network Service Provider

or aTransmission Network Service Provider (or arelated party, if relevant) which
cannot be attributed to any specific business activity but are necessary for the
Distribution Network Service Provider or its related party to function (e.g. rent,

insurance). [10.7]

positive change event

For aTransmission Network Service Provider, apass through event which entails
the Transmission Network Service Provider incurring materially higher costs in
providing prescribed transmission services than it would have incurred but for
that event, but does not include a contingent projectan associated trigger event

For a Distribution Network Service Provider, a pass through event that
materiathmaterially increases the costs of providing direct control services [10.6]

proposed contingent capital expenditure

The-tetal forecast capital expenditure fahe—relevard proposed contingent
project, as included in thRevenue Proposal for that project [10.5]
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proposed contingent project

Aln relation to aRevenue Proposal, a proposal by aTransmission Network

Service Provider—as—part—of—a-Revende—Propesal for a project to be
determinedentified by the AER as acontingent project forthepurpoeses—of a
revendedetermination-n-aceordance-wilinderclause-6A-8{B)6A.8.1(e) [10.5]

In relation to abuilding block proposal, a proposal by @istribution Network
Service Provider for a project to be identified by tH&ER as acontingent project
under clause 6.6A.1(e). [10.5]

related party [10.7]

A party with a degree of or total common ownership, either directly or indirectly,
with the relevanfiransmission Network Service Provider or Distribution Network
Service Provider. [10.7]

related party margins [10.7]

Profit margins or management fees paid directly or indirectlyrgbated party of
a Transmission Network Service Provider or Distribution Network Service

Provider which are not an actual incurred cost of the related party [10.7]
statement-olregulatory-itent [10.8]
A-statementissuelly-theAER underelause-6-5.4(c). [10.8]
statement on the cost of capital [10.8]
A statement issued by the AkiRder clause 6.5.4(c) or 6A.6.2(e). [10.8]
trigger event [10.5]

In relation to aproposed contingent project or acontingent project, a specific
condition or eventdeseribedeferred toin clause 6A.8.1(cr 6.6A.1(d) the
occurrence of which, during the relevaegulatory control period, may result in
the amendment of Bevenue determination under clause 6A.8.2 or a distribution

determination under clause 6.6A.2 [10.5]
Transmission Contingent Project Guidelines [10.5]
The Guidelines referred to in clause 6A.8.3. [10.5]
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4 Chapter 11

4.1 Table of draft rules

Table4.1

Proposed rule changes: transitional arrangementsfor the cost of capital and the
roll forward of theregulatory asset base

No.

Currentrule(s) Proposed rule(s)

Remarks

[11.1]

[11.2]

[11.3]

[11.4]

[11.5]

- 11.43.1

- 11.43.2

- 11.43.3

- 11.43.4

- 11.43.5

New clause 11.43.1 setting out the definitions
used in new clauses 11.43.2, 11.43.3, 11.43.4,
11.43.5 and 11.43.6.

New clause 11.43.2 to provide that the
proposed changes to clause S6A.2.1(f) do not
apply to for the next set of transmission
determinations.

New clause 11.43.3 to provide that the
proposed changes to clause S6.2.1(e) do not
apply to for the next set of distribution
determinations.

New clause 11.43.4 to:

— provide that the proposed clause 6.5.4(f)
does not apply, and that the AER is to apply
the statement on the cost of capital to; and

— provide that a building block proposal must
include a period for the purposes of
calculating the nominal risk free rate for,

the NSW and the ACT distribution
determinations for the regulatory control
period commencing on 1 July 2015.

New clause 11.43.5 to:

— provide that the proposed clause 6A.6.2(h)
does not apply, and that the AER is to apply
the statement on the cost of capital, to; and

— provide that a revenue proposal must
include a period for the purposes of
calculating the nominal risk free rate for,

the NSW and Tasmanian transmission
determinations for the regulatory control
period commencing on 1 July 2015.
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11.

Savings and Transitional Rules

Part ZM Economic Requlation of Distribution and Transmission

Services (201# amendments)

11.43 Rules consequential on the making of the National Electricity
Amendment (Economic Requlation of Distribution and
Transmission Services) Rule 201#

11.43.1 Definitions

For the purposes of this rule 11.43:

relevant distribution deter mination means the distribution determination for the

Distribution Network Service Providersin:

(a)  Victoria for the regulatory control period commencing on 1 January 2016;

(b) New South Wales for theegulatory control period commencing on 1 July
2015;

(c) the Australian Capital Territory for theequlatory control period
commencing on 1 July 2015;

(d)  Queensland for the regulatory control period commencing on 1 July 2015;

(e) South Australia for theegulatory control period commencing on 1 July
2015:; and

() Tasmania for the regulatory control period commencing on 1 July 2012.

relevant transmission deter mination means thdransmission determination for

the Transmission Network Service Providersin:

(@

Victoria for the requlatory control period commencing on 1 April 2014;

(b)

New South Wales for theegulatory control period commencing on 1 July

(c)

2015;

the Australian Capital Territory for theegulatory control period

(d)

commencing on 1 July 2015;

Queensland for the regulatory control period commencing on 1 July 2012;

(e)

South Australia for theegulatory control period commencing on 1 July

(f)

2013; and

Tasmania for the regulatory control period commencing on 1 July 2015.
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11.43.2

Adjustments to the value of the requlatory asset base in a relevant

transmission determination

For the purposes of adjusting the value of the requlatory asset base for the

beginning of the firstegulatory year of theregulatory control period under rule

S6A.2 in a relevant transmission determination:

‘The previous value of the regulatory asset base must be increased by the
amount of all capital expenditure incurred during the previous control
period, including any capital expenditure determined for that period under
clause 6A.8.2(e)(1)(i) in relation toontingent projects where therevenue
determination has been amended by tA&ER in accordance with clause
6A.8.2(h) (regardless of whether such capital expenditure is above or below
the forecast capital expenditure for the period that is adopted for the
purposes of the transmission determination (if any) for that period).’.

‘The previous value of the regulatory asset base must be increased by the
amount of the estimated capital expenditure approved byAERefor any

part of the previous control period for which actual capital expenditure is
not available, including any capital expenditure in_relatiorcdiotingent
projects where thetotal revenue cap has been amended by tWER in

‘The previous value of the regulatory asset base must be adjusted for the

(i) the estimated capital expenditure for any part of a previous regulatory
control period where that estimated capital expenditure has been

(i) the actual capital expenditure for that part of the previous regulatory

This adjustment must also remove any benefit or penalty associated with
any difference between the estimated and actual capital expenditure.’.

‘The previous value of the regulatory asset base must only be increased by
actual or estimated capital expenditure to the extent that all such capital
expenditure is properly allocated to the provisioprascribed transmission
services in_accordance with theCost Allocation Methodology for the

(a) Clause S6A.2.1(f)(1) is to be read as:
(b) Clause S6A.2.1(f)(2) is to be read as:
accordance with clause 6A.8.2(h).’.
(c) Clause S6A.2.1(f)(3) is to be read as:
difference between:
included in that value; and
control period.
(d) Clause S6A.2.1(f)(4) is to be read as:
relevant Transmission Network Service Provider'.
(e) Clause S6A.2.1(f)(5) is to be read as:
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‘The previous value of the regulatory asset base must be reduced by the
amount of actual depreciation of the regulatory asset base during the
previous control period, calculated in accordance with the rates and
methodologies allowed in thieansmission determination (if any) for that

period.’.

11.43.3 Adjustments to the value of the requlatory asset base in a relevant

distribution determination

For the purposes of adjusting the value of the requlatory asset base for the

beqginning of the firstequlatory year of therequlatory control period under rule

S6.2 in a relevant distribution determination:

(a)

Clause S6.2.1(e)(1) is to be read as:

(b)

‘The previous value of the regulatory asset base must be increased by the
amount of all capital expenditure incurred during the previous control

period.’.
Clause S6.2.1(e)(2) is to be read as:

(c)

‘The previous value of the regulatory asset base must be increased by the
amount of the estimated capital expenditure approved byAERefor any

part of the previous control period for which actual capital expenditure is
not available.’.

Clause S6.2.1(e)(3) is to be read as:

(d)

‘The previous value of the regqulatory asset base must be adjusted for the
difference between:

(i) the estimated capital expenditure for any part of a previous regulatory
control period where that estimated capital expenditure has been
included in that value; and

(i) the actual capital expenditure for that part of the previous regulatory
control period.

This adjustment must also remove any benefit or penalty associated with
any difference between the estimated and actual capital expenditure.’.

Clause S6.2.1(e)(4) is to be read as:

‘The previous value of the regulatory asset base must only be increased by
actual or estimated capital expenditure to the extent that all such capital
expenditure is properly allocated to the provision stdndard control
services in_accordance with theCost Allocation Methodology for the
relevant Distribution Network Service Provider’.
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11.43.4 Statement on the Cost of Capital to be applied in the NSW and the
ACT distribution determinations for the reqgulatory control period

commencing on 1 July 2015 [11.4]
In relation to a relevant distribution determination in New South Wales or the

Australian Capital Territory: [11.4]
(@) Clause 6.5.4(f) does not apply for the purpa$esbuilding block proposal. [11.4]

(b) A building block proposal must specify the commencement and length of
the period nominated by the Distribution Network Service Provider [11.4]

(i) for the purposes of calculating the nominal risk free rate referred to in
clause 6.5.2(b)(1) for theegulatory control period on a moving
average basis from the annualised yield on Commonwealth
Government bonds with a maturity of 10 years using the indicative
mid rates published by the Reserve Bank of Australia; and [11.4]

(i) of which the start date and end date for the period may be kept
confidential, but only until the expiration of the period. [11.4]

(c) For the purposes of making the constituent decision referred to in clause
6.12.1(5), theAER must apply the prevailingtatement on the cost of capital
issued under clause 6.5.4(c). [11.4]

11.43.5 Statement on the Cost of Capital to be applied in the NSW and
Tasmanian transmission determinations for the requlatory control

period commencing on 1 July 2015 [11.5]
In _relation to a relevant transmission determination in New South Wales or

Tasmania: [11.5]
(@) Clause 6A.6.2(h) does not apply for the purpo$esRevenue Proposal [11.5]

(b) A Revenue Proposal must specify the commencement and length of the
period nominated by thBistribution Network Service Provider: [11.5]

(i)  for the purposes of calculating the nominal risk free rate referred to in
clause 6A.6.2(b)(1) for theegulatory control period on a moving
average basis from the annualised vield on Commonwealth
Government bonds with a maturity of 10 years using the indicative
mid rates published by the Reserve Bank of Australia; and [11.5]

(i) of which the start date and end date for the period may be kept
confidential, but only until the expiration of the period. [11.5]

(b) For the purposes of determining tla@nual building block revenue
requirement referred to in clause 6A.5.4, tA&R must apply the prevailing
statement on the cost of capital issued under clause 6A.6.2(e). [11.5]
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