AEMC The Electricity Network

T Regulation Review and related
rule change requests

The Australian Energy Market Commission (Commission) is initiating a Review to examine
the future of electricity network regulation in the National Electricity Market (NEM). The
Review will consider the important role of electricity network regulation in providing
consumers with a low cost and reliable supply of electricity as the NEM transitions to a net
zero system.

The Review will be broken into two ‘packages’. Package 1 will address key questions
around what services we need networks to provide in the future and what should be
regulated:

e What is the appropriate scope of monopoly regulation?
*  What services that networks provide should be regulated?
* How should competitive neutrality be maintained in contestable markets?

Package 2 will consider key questions around how the economic regulatory framework can
support consumer outcomes through efficient processes, risk allocation and
compensation arrangements:

* How do we make sure networks deliver those services in the interests of consumers?
* Does the framework support consumer outcomes through the risk-reward package?
* Does the regulatory determination process support positive consumer outcomes?

The AEMC has also received three rule change requests related to service classification for
Electric Vehicle (EV) charging infrastructure (EVCI) and ring-fencing - the policy areas to be
considered as part of Package 1 of the Review. These rule changes are:

1. Facilitating EV charging infrastructure rollout under Commonwealth grants

(Proponent: Commonwealth Department of Climate Change, Energy, the
Environment and Water (DCCEEW)). The rule change request relates to a
$40 million grant program to facilitate the rollout of EV charging
infrastructure. The proposed grant program would require Distribution
Network Service Providers (DNSPs) to perform certain activities and, in
limited circumstances, would allow DNSPs to install EV charging
infrastructure in targeted locations. The rule change request seeks to
enable DNSPs to recover costs from consumers that DNSPs incur that
are not covered by charge point operators or the $40 million grant. The
proposal is time-limited and only applies to the assets and services
provided under the program.

2. Clarifying distribution ringfencing in emerging energy markets

(proponent: Nexa Advisory). The rule change request proposes changes
to strengthen the ring-fencing framework that applies to distribution
services by moving it from an AER guideline to the National Electricity
Rules (NER) and adding additional protections.

3. Enabling DNSP led electric vehicle charging infrastructure

(proponent: Energy Networks Australia). The rule change request
proposes changes to enable DNSPs to provide EV charging infrastructure
as a regulated service with costs recovered from electricity consumers.
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The AEMC is taking a strategic approach to sequencing the rule changes
alongside the Electricity Network Regulation Review

The graphic below shows the proposed timing and sequencing of the EV charging
infrastructure work alongside Package 1 and Package 2 of the Review.
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The AEMC will undertake stakeholder engagement through public forums, working groups and bilateral meetings throughout the rule change and review processes.

The rule change process to facilitate EV charging infrastructure rollout under
Commonwealth grants will be run separately and ahead of the other processes

The rule change request received from DCCEEW to facilitate EV charging infrastructure
rollout under Commonwealth grants is time and scale limited. The rule would be time-
bound and limited to EVCI supported by the program, which would conclude on 30 June
2029. The rule change request is specifically focused on enabling the funding program and
therefore does not address or apply to EV charging infrastructure rollout more broadly.

We are initiating this rule change request separately from the others and propose a
standard rule change process with a final determination by the end of 2026. If a rule were
made, this would allow the rollout of the Commonwealth funding program in 2027.

The remaining two rule change requests will be considered alongside Package 1 of the
Electricity Network Regulation Review

We consider it beneficial to consider the Nexa Advisory and ENA rule changes alongside
Package 1 of the Review. These rule change requests raise important questions about the
appropriate role of DNSPs in terms of the services they should provide, how those services
should be regulated and how competitive neutrality in contestable markets should be
preserved.

Given the fundamental nature of these questions and the parallels with the issues we
intend to consider through the Review, we will consider them alongside Package 1 of the
Review. This approach enables us to consider fundamental questions around service
classification and ring-fencing together to ensure alignment in policy principles. This
approach also prioritises timely reform. Delaying the rule changes until after the
conclusion of Package 1 of the Review is not considered preferable, given the pressing
nature of the issues.

Package 1 of the Review will identify services we need networks to provide in the future
and will be initiated through a joint consultation paper alongside the Nexa Advisory and
ENA rule change requests on ring-fencing and EV charging infrastructure. The Commission
will undertake the Review component as a six-month sprint to determine key policy
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principles, concluding at the end of 2026. The rule changes will then build on the
principles-based work delivered under Package 1 of the Review and progress with further
rounds of consultation in 2027 before we make draft and final determinations.
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