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Overview

The Australian Energy Regulator (AER) welcomes the opportunity to respond to the
Australian Energy Markets Commission (AEMC) directions paper on the economic
regulation of network service providers (NSPs).

As identified in our submission dated May 2012 to the Directions Paper, the AER in some
areas built upon our original proposal and in other areas proposed alternatives or revisions
to the draft rules it initially submitted to the AEMC as set out in the paper Economic
regulation of transmission and distribution network service providers: AER’s proposed
changes to the National Electricity Rules Part C — Draft Rules, September 2011 (initial draft
rules).

This paper sets out draft rules to illustrate where we have built upon our original
proposal or proposed alternatives (revised draft ru les). The revised draft rules must
be read together with the initial draft rules. Rule s that have not been revised
between the initial draft rules and these revised d  raft rules have not been included in
this paper.

The red and blue mark ups respectively identify the initial draft rules and the revised draft
rules.
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Capex incentives

Table 1.1 Revised draft rules: capex incentives

Chapter 6

Chapter 6A

[N
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1.1 Chapter 6

6.5.8

Efficiency benefit sharing scheme

(@ The AER must, in accordance with theistribution consultation procedures
develop angublisha scheme or schemesf{ciency benefit sharing schentbat
provide for a fair sharing betweddistribution Network Service Provideand
Distribution Network Usersf:

1)

(2)

the efficiency gains derived from the operatexgpenditure oDistribution
Network Service Provider®r aregulatory control periodbeing less than;
and

the efficiency losses derived from the opeagxpenditure oDistribution
Network Service Providefsr aregulatory control periodeing more than,

the forecast operating expenditurecepted-or-substitutddterminedoy the AER
for thatregulatory control period

losses [1.1]

{e)(b)In developing and implementing afficiency benefit sharing schentbe AER
must have regard to:

1)

(2)

3)

(4)

()

the need to ensure that benefits to consumkety Ito result from the
scheme are sufficient to warrant any reward or ignader the scheme for
Distribution Network Service Providerand

the need to provideDistribution Network Service Providersvith a
continuous incentive, so far as is consistent witbnomic efficiency, to

reduce operating expenditurend,—H—the—scheme—extends—to—capital
expenditure, capital expendityiand [1.1]

the desirability of both rewardinQistribution Network Service Providers
for efficiency gains and penalisingstribution Network Service Providers
for efficiency losses; and

any incentives thabistribution Network Service Providemnay have to
capitalise expenditure; and

the possible effects of the scheme on incestiee the implementation of
non-network alternatives.

{eh(c)The AER may, from time to time and in accordance with thistribution
consultation proceduresmend or replace afficiency benefit sharing scheme
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6.6.5

Other incentive schemes

(a) The AER may, in accordance with thdistribution consultation procedurges

develop angublishan incentive scheme or schemes other thasdheace target
performance incentive schep@emand management incentive scheind the
efficiency benefit sharing scheme apply to Distribution Network Service
Providers where the AER considers that there are benefits to end users or
customers arising from applying the incentive sch@mschemes tBistribution
Network Service Providers

(b) In developing and implementing an incentive esah or schemes under this

clause, thAERmust have regard to:

(1) the possible effects of the scheme or schenresthe incentives for
Distribution Network Service Providerso implement non-network
alternatives; and

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

(3) the need to ensure that benefits to consunikedy Ito result from the
incentive scheme or schemes are sufficient to waemy reward or penalty
under the incentive scheme or schemesOmtribution Network Service

Providers and

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

(5) any other incentives available to fhestribution Network Service Provider
under theRulesor under a relevant distribution determinatjiand

(6) if the scheme extends to capital expenditure:

(i) the incentives fomDistribution Network Service Providerm® incur
capital expenditure that is less than or exceesl$atal forecast capital
expenditure as determined under a relevant distoibwetermination;
and

(i) the need to ensure that there are sufficieentives to offset any
financial benefit theDistribution Network Service Providemay
obtain by incurring capital expenditure that isslésan or exceeds the
total forecast capital expenditure as determinedeura relevant
distribution determination; and

(7) __whether the scheme or schemes should be affélstough aDistribution
Network Service Provider'sontrol mechanism, building blocks, the roll-
forward of the regulatory asset base under cla&@.5 or some other
mechanism.

(c) At the same time aspublishesan incentive scheme or schemes under this clause,

the AER must alsaoublish if applicable, any parameters for the scheme.tlfk®r
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avoidance of doubt, the parameters may differ awdsn Distribution Network
Service Providerand over time.

(d) TheAER must set out in the incentive scheme or schenasigshdeveloped and
publishedunder this clause any requirements with whichvlees attributed to
the parameters referred to in paragraph (c) muspbo

(e) The AER may, from time to time and in accordance with thetribution
consultation procedureamend or replace any other incentive schemehmmnses
that is developed analublishedunder this clause, except that no such amendment
or replacement may change the application of thentive scheme or schemes to
a Distribution Network Service Providén respect of aegulatory control period
that has commenced before, or that will commendhinvil5 months of, the
amendment or replacement coming into operation.

() Subject to paragraph (q) tiER 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 thentiee scheme or schemes.

()  An amendment or replacement referred to in graph (f) must not change the
values to be attributed to any parameters appkcablthe incentive scheme or
schemes where:

(1) those values must be included in informationoagpanying arequlatory

proposal and

(2) theregulatory proposais required to be submitted under clause 6.8.&%a)
a time that is within 2 months of tipeiblication of the amended or replaced
parameters applicable to the incentive schemehmrses.

S6.2.1 Establishment of opening regulatory asset ba  se for a regulatory control
period

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

(1) applies to the establishment of the value ef rigulatory asset base for a
distribution systenas at the beginning ofragulatory control periocbn the
roll forward of the regulatory asset base to tieggulatory control period
from the previousegulatory control periogand

(2) also applies to the establishment of the value regulatory asset base for
a distribution systemas at the beginning of eegulatory control period
where thedistribution systemwas not immediately before that time the
subject of a@uilding block determinatian

(b) Roll forward model to comply with this clause
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The values to be used for completing th# forward modelmust be established

in

(c) D

accordance with this clause and clauses Seri?2iZ58.2.3.

istribution systems of specific providers

(1) In the case of distribution systenowned, controlled or operated by one of

the following Distribution Network Service Providersas at the
commencement of this schedule, the value of thalaewy asset base for
thatdistribution systenas at the beginning of that firgggulatory yeamust
be determined by rolling forward the regulatory eisbase for that
distribution systemas set out in the table below, in accordance tiih
schedule:

Jurisdiction

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

Australian Capita

ActewAGL 510.54 (as at 1 July 2004 in July 2004

Territory dollars)
New South WalesCountry Energy 2,440 (as at 1 July 2004 in July2200
dollars)
EnergyAustralia 4,116 (as at 1 July 2004 in JWg2
dollars)
Integral Energy 2,283 (as at 1 July 2004 in JOQL
dollars)
Queensland ENERGEX 4,308.1 (as at 1 July 20051yn2005
dollars)
Ergon Energy 4,198.2 (as at 1 July 2005 in JuB520

dollars) but, if the Queensland Competitipn
Authority nominates a different amount ir
writing to theAER the regulatory asset bgse
Is the amount so nominated.

South Australia | ETSA Utilities 2,466 (as at 1 JRAGO5 in December 2004
dollars)
Tasmania Aurora Energy 981.108 (as at 1 Januar§ 200uly 2006
dollars)
Victoria AGL Electricity 578.4 (as at 1 January 800 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 Jul¢ 200
dollars)
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Jurisdiction

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

SP AusNet 1,307.2 (as at 1 January 2006 in Juy 20

dollars)

United Energy 1,220.3 (as at 1 January 2006 iy 2004

dollars)

(d)

(e)

(@)

3)

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

(i) any estimated capital expenditure that is ideld in those values for
any part of a previouggulatory control periogand

(i) the actual capital expenditure for that pairtloe previousegulatory
control period

This adjustment must also remove any benefit oalbgrassociated with
any difference between the estimated and actuabt@ppenditure.

When rolling forward a regulatory asset basdemrsubparagraph (1), the
AER must take into account the derivation of the valurethe above table
from past regulatory decisions and the consequatttfiat they relate only
to the regulatory asset base identified in thosesams.

Other distribution systems

1)

(@)

3)

This paragraph (d) applies to dastribution systemnot referred to in
paragraphs (c) whestandard control servicethat are provided by means
of, or in connection with, that system are to bgutated under &uilding
block determination

The value of the regulatory asset base for distibution systenas at the
beginning of the firstegulatory yearof the firstregulatory control period
for the relevanDistribution Network Service Provides the prudent and
efficient value of the assets that are used byptiogider to provide those
standard control servicegbut only to the extent that they are used to
provide such services), as determined byAB& In determining this value,
the AERmust have regard to the matters referred to nsel&6.2.2.

The value of the regulatory asset base for distibution systenas at the
beginning of the firstegulatory yearof any subsequemegulatory control
period must be determined by rolling forward the valuetlté regulatory
asset base for thatistribution systemas at the beginning of the first
regulatory yearof the firstregulatory control periodn accordance with this
schedule.

Method of adjustment of value of regulatory asset b ase

Except as otherwise provided in paragraph (c) drtfek value of the regulatory
asset base fordistribution systenas at the beginning of the finggulatory year
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of a regulatory control periodmust be calculated by adjusting the value (the
previous valug of the regulatory asset base for tHetribution systenas at the
beginning of the firstegulatory yearof the immediately precedingegulatory
control period(theprevious control period) as follows:

(1) The previous value of the regulatory asset bmsst b

einereasgd—byshe

(i) increased by the amount of capital expendituneurred during the

previous control period and, for any part of theyiwus control period
for which actual capital expenditure is not avdeéalbhe amount of the
estimated capital expenditure determined byABd for that part of
the previous control period for which actual capi&gpenditure is not
available, subject to any applicable incentive sulieor schemes
developed andublishedby theAERunder clause 6.6.5; and
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(i) reduced by any amounts @€lated party marginsand capitalised
overheadsincluded in the total capital expenditure that exisethe
amounts determined in accordance with h&hated party margins
and capitalisedbverheadswvere included in the total of the forecast
capital expenditure determined in the distributaetermination for
the previous control period. [1.3]

3)(2)The previous value of the regulatory asset basst ine adjusted for the
difference between:

() the estimated capital expenditure for any pdud previougegulatory
control period where that estimated capital expenditure has been
included in that value; and

(i) the actual capital expenditure for that pairtloe previousegulatory
control period

This adjustment must also remove any benefit oalbgrassociated with
any difference between the estimated and actusat@ppenditure.

expenditure-iShe capital expenditure referred to in subparagafh, (2)

and (3) must only be capital expenditure @roperly allocated to the
provision of standard control servicesn accordance with theCost
Allocation Methodor the relevanDistribution Network Service Provider

{5)(4)The previous value of the regulatory asset basset rne reduced by the
amount of depreciation of the regulatory asset lhsing the previous
regulatory control period calculated in accordance with the distribution
determinationand taking into account the amount of capital exigere (if
any) included in anyapproved pass through amoupt negative pass
through amountor that period.

Note:

The amount of depreciation of the regulatory assete during the previougqulatory
control periodcalculated in accordance with the distributionedaination for that period
may be subject to clauses 6.6.4(f) and 6.6A.2(e)(3)

{6)(5)The previous value of the regulatory asset basset rhe reduced by the
disposal value of any asset where that asset lesdisposed of during the
previousregulatory control period

{AH(6)The previous value of the regulatory asset basst rne reduced by the
value of an asset where the asset was previously s providestandard
control serviceqor their equivalent under the previous regulateygtem)
but, as a result of a change to the classificatioa particular service under
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Part B, is not to be used for that purpose forréhevantregulatory control
period

8)(7)The previous value of the regulatory asset basg Imeaincreased by the
value of an asset to which this subparagraph aptdi¢he extent that:

() the AERconsiders the asset to be reasonably requiredhie\ee one
or more of thecapital expenditure objectiveand

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

(i) was not used to providgandard control service@r their equivalent
under the previous regulatory system) in the previcegulatory
control periodbut, as a result of a change to the classificatiba
particular service under Part B, is to be usedtiat purpose for the
relevantregulatory control periogor

(i) was never previously used to provideandard control servicegor
their equivalent under the previous regulatory esygt but is to be
used for that purpose for the releveequlatory control period

(H An increase or reduction in the value of thegulatory asset base under
subparagraph (7) or (8) of paragraph (e) is todse=d on the portion of the value
of the asset properly allocated, or formerly propaHtocated, tostandard control
servicesin accordance with the principles and policies sat in the Cost
Allocation Methodfor the relevanDistribution Network Service ProvideiThe
value of the relevant asset is taken to be itsevals shown in independently
audited and published accounts.
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1.2 Chapter 6A

6A.5.4

Building blocks approach

(@)

(b)

Building blocks generally

The annual building block revenue requiremefar a Transmission Network
Service Providefor eachregulatory yearof aregulatory control periodnust be
determined using a building blocks approach, undeich the building blocks
are:

(1) indexation of the regulatory asset base - seagraph (b)(1);
(2) areturn on capital for that year - see panayih)(2);
(3) the depreciation for that year - see parag(bjp(i3);

(4) the estimated cost of corporate income tahefgdrovider for that year - see
paragraph (b)(4);

(5) certain revenue increments or decrements fat year arising from the
efficiency benefit sharing schenibe service target performance incentive
schemer other incentive scheme or schemsee paragraph (b)(5); [1.4]

(6) the forecast operating expenditamepted-or-substitutddterminedby the
AERfor that year — see paragraph (b)(6); and

(7) compensation for other risks - see paragrap@)b
Details about the building blocks

For the purposes of paragraph (a):

(1) for indexation of the regulatory asset base:

() the regulatory asset base is calculated in @ezswe with clause
6A.6.1 and schedule 6A.2; and

(i) the building block comprises a negative adjsht equal to the
amount referred to in clause S6A.2.4(c)(4) for tyexr;

(2) the return on capital is calculated in accooganith clause 6A.6.2;
(3) the depreciation is calculated in accordandh vlause 6A.6.3;

(4) the estimated cost of corporate income tayeterdhined in accordance with
clause 6A.6.4;
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(5) the revenue increments or decrements are thaserise as a result of the
operation of the applicabkfficiency benefit sharing schepas referred to
in clause 6A.6.5 the applicableservice target performance incentive
schemeas referred to in clause 6A.7.4 or any applicatdentive scheme
or schemes developed amagblishedby theAERunder clause 6A.7;5

(6) the forecast operating expenditureaisepted-or-subdiitecleterminedby
the AERIn accordance with clause 6A.6.6(0) clause 6A.6.6(c1yreclause

6A13-2(b}3)and{5fas the case may be); and

(7) the compensation for other risks is such anwasttheAER determines are
necessary for that year to compensatdransmission Network Service
Provider for risks that are not otherwise compensated riathe return on
capital, including the risk referred to in claus$A2.3(b) of schedule 6A.2.

6A.7.5 Other incentive schemes

(a)

The AER may, in accordance with thEansmission consultation procedures

(b)

develop angublishan incentive scheme or schemes other thasehgce target
performance incentive scherard theefficiency benefit sharing scherteapply
to Transmission Network Service Provideveere theAER considers that there
are benefits to end users or customers arising &pplying the incentive scheme
or schemes tdransmission Network Service Providers

In developing and implementing an incentive esnh or schemes under this

clause, thERmust have regard to:

(1) the possible effects of the scheme or schenresthe incentives for
Transmission Network Service Providets implement non-network
alternatives; and

(2) the need to ensure that the incentives arecgirff to offset any financial
incentives thelransmission Network Service Provideay have to reduce
costs at the expense of service levels; and

(3) the need to ensure that benefits to consunikedy Ito result from the
incentive scheme or schemes are sufficient to waemy reward or penalty
under the incentive scheme or schemesTiansmission Network Service

Providers and

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

(5) any other incentives available to fhensmission Network Service Provider
under theRulesor under a relevamevenue determinatienand

(6) if the scheme extends to capital expenditure:

() the incentives fofTransmission Network Service Providdosincur
capital expenditure that is less than or exceeslsatal forecast capital
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expenditure as determined under a relevamhnsmission
determinationand [1.5]

(i) the need to ensure that there are sufficieentives to offset any
financial benefit theTransmission Network Service Provideray
obtain by incurring capital expenditure that isslésan or exceeds the
total forecast capital expenditure as determinedeura relevant
transmission determination [1.5]

(7) __whether the scheme or schemes should be aff¢iiteugh alransmission
Network Service Provider'sontrol mechanism, building blocks, the roll-
forward of the requlatory asset base under clal23 or some other
mechanism. [1.5]

(c) Atthe same time aspublishesan incentive scheme or schemes under this clause,
the AER must alsgpublish if applicable, any parameters for the scheme.tfer
avoidance of doubt, the parameters may differ &awdmnTransmission Network
Service Providerand over time.

(d)  TheAER must set out in the incentive scheme or schenasighdeveloped and
publishedunder this clause any requirements with whichwvhlgies attributed to
the parameters referred to in paragraph (c) muspbbo

(e) The AER may, from time to time and in accordance with the#nsmission
consultation proceduresamend or replace any incentive scheme or schémes
is developed angublishedunder this clause, except that no such amendnrent o
replacement may change the application of the tngischeme or schemes to a
Transmission Network Service Providerrespect of aequlatory control period
that has commenced before, or that will commendhimvil5 months of, the
amendment or replacement coming into operation.

() Subject to paragraph (q) tdER may, from time to time and in accordance with
the transmission consultation proceduresmend or replace the values to be
attributed to any parameters applicable to thentiee scheme or schemes.

(g) An amendment or replacement referred to in graEh (f) must not change the
values to be attributed to any parameters appkcablthe incentive scheme or
schemes where:

(1) those values must be included in informatiocoagpanying aRevenue
Proposal and

(2) theRevenue Proposdd required to be submitted under clause 6A.1D4di(a
a time that is within 2 months of tipaiblicationof the amended or replaced
parameters applicable to the incentive schemehmrses.
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S6A.2.1 Establishment of opening regulatory assetb  ase for a regulatory control
period

(a) Application of this clause

This clause S6A.2.1:

(1)

(2)

applies to the establishment of the value ef igulatory asset base for a
transmission systeras at the beginning of regulatory control periodon
the roll forward of the regulatory asset base &itdgulatory control period
from the previousegulatory control periogand

also applies to the establishment of the valube regulatory asset base for
a transmission systeras at the beginning of @egulatory control period
where thetransmission systerwas not immediately before that time the
subject of aevenue determination

(b) Roll forward model to comply with this clause
Theroll forward modelreferred to in clause 6A.6.1 of tRalesmust provide for
those values to be established in accordance Wweéhréquirements of clauses
S6A.2.1, S6A.2.2 and S6A.2.3.
(c) Transmission systems of specific providers
(1) In the case of mansmission systewwned, controlled or operated by one of
the following Transmission Network Service Providexrs at 16 February
2006, the value of the regulatory asset base frttAnsmission systems
at the beginning of that firsegulatory yeamust be determined by rolling
forward the regulatory asset base for tinahsmission systenas set out in
the table below, in accordance with this schedule:
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
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 lobBet 2003)
Directlink 116.68 (as at 1 July 2005)
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(2) The values in the table above are to be adjUstethe difference between:

(i) any estimated capital expenditure that is ideldi in those values for
any part of a previouggulatory control periogand

(i) the actual capital expenditure for that pairtloe previousregulatory
control period

This adjustment must also remove any benefit orlpgrassociated with
any difference between the estimated and actuabt@ppenditure.

(d) Other transmission systems

(1) This paragraph (d) applies totensmission systemot referred to in
paragraphs (c) or (e), wheprescribed transmission servicdbat are
provided by means of, or in connection with, thattem are to be regulated
under aevenue determination

(2) The value of the regulatory asset base fortthasmission systems at the
beginning of the firstegulatory yearof the firstregulatory control period
for the relevanfTransmission Network Service Providerthe prudent and
efficient value of the assets that are used byptlowider to provide those
prescribed transmission servicsut only to the extent that they are used to
provide such services), as determined byAB& In determining this value,
the AERmust have regard to the matters referred to insel&86A.2.2.

(3) The value of the regulatory asset base forttasmission systems at the
beginning of the firstegulatory yearof any subsequemegulatory control
period must be determined by rolling forward the valuetteé regulatory
asset base for thatansmission systeras at the beginning of the first
regulatory yearof the firstregulatory control periodn accordance with this
schedule.

(e) Former Market Network Services

(1) This paragraph (e) applies totrmansmission systerwhere any services
provided by means of, or in connection with, ttrahsmission systerare
determined to bprescribed transmission servicesder clause 2.5.2(c).

(2) The value of the regulatory asset base forttaasmission systemas at the
beginning of the firstegulatory yearof the firstregulatory control period
for which those services are to be regulated uadevenue determination
is the amount that is determined by AfeRas the lesser of:

(i) the prudent and efficient value of the asséist tare used by the
relevant Transmission Network Service Providey provide those
prescribed services (but only to the extent they wsed to provide
such services), such value being determined byAEfehaving regard
to the matters referred to in clause S6A.2.2; and

(i) the sum of:
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(A) the net present value of the revenue that éxigected would be
earned by the provider from the provision of theservices, over
the remaining life of the assets that are usedhbyprovider to
provide those services, if those services had een lnetermined
to beprescribed transmission servicesd

(B) to the extent that such market benefit is natluded in the
expected revenue referred to in clause S6A.2.1(e)(2), the
net present value of the market benefit Registered
Participants of the services being determined to grescribed
transmission servicesompared to being continued to be treated
as services that are nmtescribed transmission serviges

reduced by the net present value of the total dperaexpenditure
over the remaining life of théransmission systerwhich the AER
considers to be reasonably required in order toemehtheoperating
expenditure objectives

For the purposes of clause S6A.2.1(e)(2)(ii)(Bg tiet present value of the
market benefit is the present value of the marlatekit less the present
value of costs, as those terms are defined foptinposes of theegulatory
testor regulatory investment test for transmiss{as the case may be).

(3) The value of the regulatory asset base forttaatsmission systews at the
beginning of the firstegulatory yearof any subsequemegulatory control
period must be determined by rolling forward the valuetlté regulatory
asset base for thatansmission systeras at the beginning of the first
regulatory yearof the firstregulatory control periodn accordance with this
schedule.

() Method of adjustment of value of regulatory assetb  ase

Except as otherwise provided in paragraph (c), dd)(e), the value of the
regulatory asset base fort@nsmission systeras at the beginning of the first
regulatory yearof aregulatory control periodnust be calculated by adjusting the
value (theprevious valug of the regulatory asset base for thi@Ensmission
systemas at the beginning of the firsegulatory yearof the immediately
precedingegulatory control periodthe previous control period) as follows:

1)
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expenditure)and [1.6]

. [1.6]

Note: [1.6]

subieet—te—elauses—éA.—Hﬁ)—and—éAT&z-ée)(3). o - | [1.6]

() increased by the amount of capital expenditim@irred during the
previous control period and, for any part of theyiwus control period
for which actual capital expenditure is not avdeéalbhe amount of the
estimated capital expenditure determined byAR® for that part of
the previous control period for which actual capi&gpenditure is not
available, subject to any applicable incentive suleor schemes
developed angdublishedby theAERunder clause 6A.7.5; and [1.6]

(i) reduced by any amounts o€lated party marginsand capitalised
overheadsincluded in the total capital expenditure that edsethe
amounts determined in accordance with h@lated party margins
and capitalisedverheadswere included in the total of the forecast
capital expenditure determined in tlransmissiondeterminationfor
the previous control period. [1.6]
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3)(2)The previous value of the regulatory asset basst e adjusted for the
difference between:

() the estimated capital expenditure for any pér previougegulatory
control period where that estimated capital expenditure has been
included in that value; and

(i) the actual capital expenditure for that pairtloe previousregulatory
control period

This adjustment must also remove any benefit orlpgrassociated with
any difference between the estimated and actusat@ppenditure.

expenditureisThe capital expenditure referred to in subparagadh, (2)

and (3) must only be capital expenditure meperly allocated to the
provision of prescribed transmission servic@s accordance with th€ost
Allocation Methodologyfor the relevantTransmission Network Service
Provider.

{5)(4)The previous value of the regulatory asset basset rhe reduced by the
amount of actual-depreciation of the regulatory asset base durirgy th
previous control period, calculated in accordanciéh wihe rates and
methodologies allowed in tlieansmission determinatiofif any) and taking
into_account the amount of capital expenditureafify) included in any
approved pass through amouot negative pass through amouior that
period.

Note:

The amount of depreciation of the regulatory absse during the previous control period
calculated in_accordance with the rates and methgis allowed in thdransmission
determination(if any) for that period may be subject to clausasr.1(f) and 6A.8.2(e)(3).

{6)(5)The previous value of the regulatory asset basst rne reduced by the
disposal value of any asset where that asset lesdigposed of during the
previous control period.

{AH(6)The previous value of the regulatory asset basset rhe reduced by the
value of any asset where tA&R determines that the value of that asset
should be removed in accordance with clause S6A.2.3

£8)(7)Without prejudice to the application of any otipeovision of this paragraph
(f), the previous value of the regulatory asseehasy be increased by the
inclusion of:

(i) past capital expenditure that has not beenuded in that value
because that capital expenditure was incurred mmection with the
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provision of services that are nptescribed transmission serviges
and in these circumstances, such capital expeedituist only be

included to the extent the asset in respect of hwhiltat capital

expenditure was incurred is subsequently used Herprovision of

prescribed transmission servi¢cesd

(i) past capital expenditure that has not beetuded in that value, but
only to the extent that such past capital expengtitu

(A) relates to an asset that is used for the pravisf prescribed
transmission services

(B) is considered by thAERto be reasonably required in order to
achieve one or more of tlvapital expenditure objectives

(C) is properly allocated tgrescribed transmission services
accordance with the principles and policies setinuhe Cost

Allocation Methodologyor the relevaniTransmission Network
Service Providerand

(D) has not otherwise been recovered.
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2 Rate of return

Table 2.1 Revised draft rules: rate of return

Chapter 6
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Chapter 6A

Chapter 11

Note: As discussed in its submission of May 2012, the AER has proposed that the option be
available to have an annual adjustment for the cost of debt. The AER considers there is
currently sufficient flexibility for it to do so under the relevant provisions of Chapters 6 and
6A, if the other proposed rule changes regarding the rate of return are implemented. The
AER considers the power to set the annual revenues in a distribution determination or a
transmission determination would appear to allow for this. For this reason, the AER has not
proposed any draft rules that specifically deal with the issue.

The same issue arises in respect of the AER’s proposed rules regarding shared assets.
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2.1

6.5.2

Chapter 6

Return on capital

Calculation of return on capital

(@)

The return on capital for eackgulatory yearmust be calculated by applying a
rate of return for the relevamistribution Network Service Provideior that
regulatory control periodcalculated in accordance with this clause 6.80Zhe
value of the regulatory asset base for the reledssttibution 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 Bistribution Network Service Providdor aregulatory
control periodis the cost of capital as measured by the retequired by
investors in a commercial enterprise with a simiature and degree of non-
diversifiable risk as that faced by tlstribution business of the provider and

must be calculatedhs—a neminal-podbx—weighted—average cost-—of eapital
LA e rdlpe e e ol o e Lo

(1) as a nominal vanillaweighted average cost of capitdd/ACQ in
accordance with the following formula:

wacc =k, Eix, 2
v oy

where:

ke is the return on equity (determined using the @apisset Pricing Model) and
Is calculated as:

re + Be XMRP
where:

r- is the nominal risk free rate for tihegulatory control perioedetermined
bmemopdene ol v e (0

Be is the equity beta; and
MRP is the market risk premium;
Kq is the return on debtrd-iscaleulated-as:

—=+bRP
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in accordance with paragraph;(e) ' [2.1]

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

D/V is the value of debt as a proportion of theueabf equity and debtand

(2) in accordance with thetatement on the cost of capital
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6.5.4

Review of rate of return

(@)

(b)

(€)

(d)

(€)

this—elause,carry out reviews of the matters referred to mageaph (d)_
accordance with this clause and thstribution consultation procedurgsubject
to:

(1) the reference in rule 6.16(e) to Blsiness daybeing read as a reference to
100business daysind

(2) theAER may not extend the time within which it is regdir® publish its
final decision under rule 6.16(g).

Fhe-firstA review is to be concluded ByMay-2009March-20130 September
2013 and further reviews are to follow at intervals moiceeding, in any case,

fivetwo years with the first interval starting froBi-March-2009-Mareh-20130
September 2013 [2.2]

The AER must, in consequence of a review, issue a state(aestatement—of
regulatery-ntengtatement on the cost of capital) adopting valuesand methods
and-creditratinglevelfor Distribution Network Service Provideos for specified
classes obDistribution Network Service Providers

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

(1) the nominal risk free rate referred to in cla8%5-4€)6.5.2(b)(1)

(2) the equity beta referred to in clawsB-2(b5.5.2(b)(1)
(3) the market risk premium referred to in claGse2(b$.5.2(b)(1)

(4)

premmmhe cost of debrteferred to in clause 6. 5 2(b)(1) [2.1]

(5) the ratio of the value of debt to the valueeqtiity and debt referred to in

clauses-5-2(b$.5.2(b)(1) and
(6) credit rating levels referred to in clause 6.5.2(e)

A (6)the assumed utilisation of imputation credits mefe to in clause 6.5.3.

In undertaking a review, tifdERmust have regard to:
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(1) the need for the rate of return calculatedtli@r purposes of clause 6.5.2(b)
to be a forward looking rate of return that is coemsurate withprevailing
conditions—in—the—marketforfunds—arte risk involved in providing
standard control servicesnd [2.3]

(2) the need for the return on debt to reflectd¢beentcost of borrowings for
comparable debt; and [2.4]

(3) the need fothe—creditratinglevels—ethe values attributable to, or the
methods of calculating, thearametemmattersreferred to in paragraph (d)

that vary according to the efficiency of tiestribution Network Service
Providerto be based on a benchmark efficiBigtribution Network Service
Provider, and

(4)

{——the need to achieve an outcome that is consistéht the national
electricity objectiveand

(5) the previously adopted values for, or methoflgadculating, the matters
referred to in paragraph (d).

(f)

Thestatement on the cost of capithht applies at the time tAd&ER makes a draft
distribution determination shall apply for the posps of that distribution
determination. [2.5]

(g) A distribution determination to whichséatement-ofregulatoryintesthtement on
the cost of capltalls appllcable must be con5|stent W|th the statemelessJehere
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6.12.3 Extent of AER's discretion in making distrib ~ ution determinations

(&) Subject to this clause and other provisionthisf Chapter 6 explicitly negating or
limiting the AER'sdiscretion, theAER has a discretion to accept or approve, or to
refuse to accept or approve, any elementrefalatory proposal

(b) The classification of services must be as setim the relevanframework and
approach papemnless theAER considers that, in the light of tHRistribution
Network Service Provider'segulatory proposaland the submissions received,

there aregoed-reasens—for—departiticcumstances that were unforeseen at the

time theAER publishedhe relevanframework and approach paperhich justify
a departurdrom the classificatiopropesedpecifiedin that paper.

(c) The control mechanisms must be as set out énrébevantframework and
approach papeunless theAER considers that, in the light tifie statement on the
cost of capitalthat applies at the time th&ER makes the draft distribution
determinationthe Distribution Network Service Providertgequlatory proposal
and the submissions received, there are circunesahat were unforeseen at the
time theAER publishedhe relevanframework and approach pap®mich justify
a departure from the control mechanisms specifigtiat paper [2.6]

{eXd)The AER must approve a proposedgulatory control periodif the proposed
period consists of Begulatory years
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S6.1.3

fen(e)The AER must approve a proposeegotiating frameworkf the AERis satisfied
that it adequately complies with the requiremefit3ant D.

(f) If the AERrefuses to approve the proposezhotiating frameworkthe approved
amendedegotiating frameworknust be:

(1) determined on the basis of the current proposgtiating frameworkand

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

Additional information and matters

A building block proposaimust contain at least the following additionaloimhation
and matters:

(1) an identification and explanation of any sigiaht interactions between the
forecast capital expenditure and forecast operaipgnditure programs;

(2) a proposed pass through clause with a propasab the events that should be
defined agpass through events

(3) a description, including relevant explanatorgtemial, of how theDistribution
Network Service Providgproposes thefficiency benefit sharing scherakould
apply for the relevantegulatory control period

(4) a description, including relevant explanatorgtemial, of how theDistribution
Network Service Provideproposes theservice target performance incentive
schemeshould apply for the relevarggulatory control period

(5) a description, including relevant explanatorgtemial, of how theDistribution
Network Service Providgsroposes thdemand management incentive schéime
applicable) should apply for the relevaatulatory control periogd

(5A) a description, including relevant explanatomaterial, of how theDistribution

Network Service provideproposes any other incentive scheme or schemes

developed angublishedunder clause 6.6.5 (if applicable) should apply tfox
relevantrequlatory control period

(6) the provider's calculation of revenues or wifer the purposes of the control
mechanism proposed by the provider together with:

(i) details of all amounts, values and inputs (idahg 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 amtey values and inputs
involved in the calculation; and

(i) a demonstration that the calculation and #meounts, values and inputs on
which it is based comply with relevant requiremeotshe Law and the
Rules

the provider's calculation of the regulatorgetshase for the relevadistribution
systenfor eachregulatory yearof the relevantegulatory control periodising the
roll forward modelreferred to in clause 6.5.1 of tRelles together with:

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

(i) a demonstration that any such amounts, vaéunesother inputs comply with
the relevant requirements of Part C of Chapterth®Rules and

(i) an explanation of the calculation of the ré&gory asset base for each
regulatory year of the relevantregulatory control periodand of the
amounts, values and inputs referred to in subpapdgfi);

|nformat|on or matters in relation to the rate e1furn calculated for the purposes
of clause 6.5.2(b) as required by -thieplicablestatement on the cost of capital
that applies at the time theiilding block proposais submitted to thAER

the prowders calculatlon of the proposed mfteeturn—metuelmg—any—p#epesed
G| ble

stafeement—ef—FegHJaieeFWean accordance Wlth clause 6 5 2 andelwheable

statement on the cost of capithht applies at the time thilding block proposal
is submitted to thAER

thepost-tax revenue modebmpleted to show its application to thestribution
Network Service Provideand the completeall-forward modej

the provider's estimate of the cost of corfgiacome tax for eachegulatory
year of theregulatory control period

the depreciation schedules nominated by Bhstribution Network Service
Provider for the purposes of clause 6.5.5 of tRales which categorise the

relevant assets for these purposes by referengelt@ccepted categories such as:

(i) asset class (egjstribution linesandsubstation} or

(i) category driver (egregulatory obligation or requirementreplacement,
reliability, net market benefit, and business support),

together with:

(i) details of all amounts, values and other itgowsed by the provider to
compile those depreciation schedules; and

Revised Draft Rules | AEMC Directions Paper 27

[2.5]

[2.5]



(iv) a demonstration that those depreciation sclesdiwconform with the
requirements set out in clause 6.5.5(b) ofRlées and

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

(13) the commencement and length of tbgulatory control periodoroposed by the
Distribution Network Service Provider

(14) if the Distribution Network Service Providaes seeking a determination by the
AERthat aproposed contingent projetd acontingent projecfor the purposes of
the relevant distribution determination:

() a description of th@roposed contingent projeancluding reasons why the
provider considers the project should be accepmeitantingent projector
thereqgulatory control period

(i) a forecast of the capital expenditure whiche throvider considers is
reasonably required for the purpose of undertakiegroposed contingent

project

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

(iv) information that demonstrates that the undent of the proposed
contingent projects reasonably required in order to achieve onemarre of
the capital expenditure objectives

(v) information that demonstrates that th@woposed contingent capital
expenditure for the proposed contingent projectomplies with the
requirements set out in clause 6.6A.1(b); and

(vi) thetrigger eventavhich are proposed in relation to thposed contingent
project and an explanation of how each of those conditionsvents
addresses the matters referred to in clause 6.6A.1(
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2.2

6A.6.2

Chapter 6A

Return on capital

Calculation of return on capital

(@)

The return on capital for eackgulatory yearmust be calculated by applying a
rate of return for the relevartransmission Network Service Providier that
regulatory control periodcalculated in accordance with this clause 6A.6®Zhe
value of the regulatory asset base for the reletransmission systeras at the
beginning of thategulatory 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 Provider aregulatory
control periodis the cost of capital as measured by the retequired by
investors in a commercial enterprise with a simiature and degree of non-
dlversmable rlsk as that faced by ttrensmlssmnbusmess of the prowder and

(1) as a nominal vanillaweighted average cost of capitd/ACQ in

accordance with the following formula;

WACC =k, +k—
%

where:

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

ri + e XMRP
where:

r- is the nominal risk free rate for tiegulatory control perioedetermined
in accordance with paragraph;(c

Be is the equity betavhich-is-deemed-to-be-].and

MRP is the market risk premiurahich-is-deemed-to-be-6-0%
Kq is the return on delatre-is-caleulated-as:

—=+=DRP

where:
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N e e O [2.7]
E/V is the market value of equity as a proportidbthe market value of equity and
debt, which is 1 — D/V; and

D/V is the market value of debt as a proportiorihaf market value of equity and

debt-which-is-deemed-to-be 0.6nd

(2) in accordance with thetatement on theost of capital
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Review of rate of return parameters-matters

&(c) The AER must carry out reviews of the matters referred to inapaaph (f) in
accordance with this clause @meéhceordance-witlthe transmission consultation
proceduresand-paragraphs{4)} -carryout reviewsof thenattersreferred-te-in
paragraphBsubject to the reference in rule 6A.20(e) tolRBiness daybeing
read as a reference to 0@siness days

A review is to be concluded bi+March201430 September 2018nd further
reviews are to follow at intervals not exceedingany casefivetwo years with
the first interval starting frord-Mareh-20180 September 2013 [2.8]

The AERmust, in consequence of a review, issue a statefastatement on the
cost of capital) adopting values and methods fbransmission Network Service
Providersor for specified classes ®#fansmission Network Service Providers

B(f) TheAERmay-onlhyreview:
e heeeboe o nndbn oo lociee ne o oocnloy o e
i I inal rik § e:

The following matters (and the method of their odton) may form the subject

of a review:
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(1) the nominal risk free rate referred to in subpaaph (b)(1);

(2) the equity beta referred to in subparagrapfijb)

(3) the market risk premium referred to in subpeaph (b)(1);

(4) the debtriskpremidthe cost of debteferred to in subparagraph (b)(1); [2.7]

(5) the ratio of the value of debt to the value exfuity referred to in
subparagraph (b)(1); and

(6) the assumed utilisation of imputation credéferred to in clause 6A.6.4.

4}(a) In undertaking a reviewnder-this-clause 6A-6-2-and-under-clause-6A-6 4lie)

AERmMust have regard to:

(1) the need for the rate of return calculatedfierpurposes of paragraph (b) to
be a forward looking rate of return that is commeate withprevailing
conditions—in—the—marketforfunds—artte risk involved in providing
prescribed transmission serviges [2.9]

(2) the need for the return on debt to reflectaheentcost of borrowings for
comparable debt; [2.10]

(3) the need for thecredit—rating—levels—walues attributable to, or the
methodologies—used—to—~caleulatethods ~ of  calculating the
parametemmattersreferred to in paragraphh b {—{hv—{v-and{H2) ()

that vary according to the efficiency of theansmission Network Service
Provider to be based on a benchmark efficieltansmission Network
Service Providerand

(4) whae%&gmd#—raﬁng—bx;e%—%%#&l&es—#m&ﬂb&abb%efe#thg

{——the need to achieve an outcome that is consistéht the national
electricity objectiveand

(5) the previously adopted values for or methodscatulating the matters
referred to in paragraph (f).
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(h) Thestatement on the cost of capithht applies at the time tA&ER makes a draft
distribution determination shall apply for the posps of that distribution
determination. [2.11]

() A revenue determinatiot® which astatement on theost of capitabpplies must
be consistent with the statement.

S6A.1.3 Additional information and matters

A Revenue Proposahust contain at least the following additionaloimhation and
matters:

(1) an identification and explanation of any sigia@ht interactions between the
forecast capital expenditure and forecast operaxpgnditure programs;

(2) the values that th&ransmission Network Service Providgroposes are to be
attributed to thgerformance incentive scheme parameterdhe purposes of the
application to the provider of thepplicableservice target performance incentive
schemethat applies in respect of the relevaagulatory control periodand an
explanation of how the values proposed to be atkib to those parameters
comply with any requirements relating to them sdtio that scheme;

(3) the values that the provider proposes are tattvduted to theefficiency benefit
sharing scheme parameteia the purposes of the application to the proviale
the applicableefficiency benefit sharing schentleat applies in respect of the
relevantregulatory control periodand an explanation of how the values proposed
to be attributed to those parameters comply withratevant requirements set out
in that scheme;

(3A) the values that the provider proposes arectathributed to the parameters for the
purposes of the application to the provider of applicable other incentive
scheme or schemes developed poblishedunder clause 6A.7.5 that applies in
respect of the relevamégqulatory control periodand an explanation of how the
values proposed to be attributed to those parametmnply with any relevant
requirements set out in that other incentive schensehemes;

(4) the provider's calculation of:

(i) the estimatedotal revenue cagor it for the relevantegulatory control
period and

(i) the maximum allowed revender it for eachregulatory yearof the relevant
regulatory control periog

using thepost-tax revenue modedferred to in rule 6A.5 of thRules together
with:

(i) details of all amounts, values and other itgoused by the provider for that
purpose;
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(5)

(6)

(7)

(8)

(iv) a demonstration that any such amounts, vadmelsother inputs comply with
the relevant requirements of Part C of Chapter bth@Rules and

(v) an explanation of the calculation of the amesumeferred to in
subparagraphs (i) and (ii) and of the amounts,esaand inputs referred to
in subparagraph (iii);

the provider's calculation of the regulatorgetdase for the relevamansmission
systenfor eachregulatory yearof the relevantegulatory control periodising the
roll forward modelreferred to in clause 6A.6.1 of tReules together with:

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

(i) a demonstration that any such amounts, vatunesother inputs comply with
the relevant requirements of Part C of Chapter bth@Rules and

(i) an explanation of the calculation of the ré&gory asset base for each
regulatory year of the relevantregulatory control periodand of the
amounts, values and inputs referred to in subpapdgfi);

SERALS ervice Providdp coo Lk of Fgleghe

provider's calculation of the proposed rate of metin accordance with clause
6A.6.2 and any information or matters in relatiorthie rate of return as required
by the-applicablestatement on the cost of capitdlat applies at the time the
Revenue Proposié submitted to thAER

the depreciation schedules nominated by Tmansmission Network Service
Provider for the purposes of clause 6A.6.3 of tRales which categorise the

relevant assets for these purposes by referengelt@ccepted categories such as:

(i) asset class (egansmission lineandsubstation} or

(i) category driver (egegulatory obligations or requirementseplacement,
reliability, net market benefit, and business support),

and also by location, together with:

(i) details of all amounts, values and other itspuwsed by the provider to
compile those depreciation schedules;

(iv) a demonstration that those depreciation sclesdiconform with the
requirements set out in clause 6A.6.3(b) ofRudes and

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

the X factors nominated by the provider forheeegulatory yearof the relevant
regulatory control periodfor the purposes of clause 6A.6.8(a) of tRales
together with a demonstration that those X factansiply with the requirements
set out in clause 6A.6.8(b) of tRalles
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(9) the commencement and length of tegulatory control periodoroposed by the
Transmission Network Service Provigand

(10) if theTransmission Network Service Providsrseeking a determination by the
AERthat aproposed contingent project acontingent projecfor the purposes
of the relevantevenue determination

(i) a description of th@roposed contingent projedncluding reasons why the
provider considers the project should be accepteatantingent projector
theregulatory control periog

(i) a forecast of the capital expenditure whicte tprovider considers is
reasonably required for the purpose of undertaknegproposed contingent
project

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

(iv) information that demonstrates that the unden of the proposed
contingent projects reasonably required in order to achieve onmare of
the capital expenditure objectives

(v) information that demonstrates that tlgroposed contingent capital
expenditure for the proposed contingent projectomplies with the

requirements set out in clagsA-8-H{b}2)6A.8.1(b)—(d)of theRules and

(vi) thetrigger eventswvhich are proposed in relation to theposed contingent
project and an explanation of how each of those conditionsvents
addresses the matters referred to in cléds8-2{c)6A.8.1(f) of theRules
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Chapter 11
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3 Regulatory process

Table 3.1 Revised draft rules: regulatory process

Chapter 6
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Chapter 6A
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3.1 Chapter 6

6.6.1 Cost pass through

(@) If apositive change evemtccurs, aDistribution Network Service Providenay
seek the approval of thBRER to pass through t®istribution Network Usersa
positive pass through amount

(b) If anegative change eveatcurs, theAER may require thdistribution Network
Service Provideto pass through tBistribution Network Users negative pass
through amounas determined by tl®ERunder paragraph (g).

Positive pass through

(c) To seek the approval of tR&Rto pass through positive pass through amouiat
Distribution Network Service Providemust submit to theAER within 90
business daysef the relevanpositive change evewtccurring, a written statement
which specifies:

(1) the details of thpositive change everdand
(2) the date on which thgositive change eventcurred; and

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

(4) thepositive pass through amoutite provider proposes in relation to the
positive change everdand

(5) the amount of thpositive pass through amoutttat the provider proposes
should be passed throughDestribution Network Usern eachregulatory
yearduring theregulatory control periogand

(6) evidence:

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

(i) that such costs occur solely as a consequehdbe positive change
event and

(7) such other information as may be required urader relevantregulatory
information instrument

(d) If the AER determines that positive change evettas occurred in respect of a
statement under paragraph (c), &EER must determine:

(1) theapproved pass through amouahd
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(2) the amount of thaapproved pass through amouthtat should be passed
through toDistribution Network Usersn eachregulatory yearduring the
regulatory control periog

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

(e) If theAERdoes not make the determinations referred to ragraph (d) within
6040 business day$rom the date it receives tHaistribution Network Service
Provider's statement and accompanying evidence under paltadcpthen, on
the expiry of that period, th@ERIs taken to have determined that:

(1) thepositive pass through amouas proposed in the provider's statement
under paragraph (c) is tlaproved pass through amountrespect of that
positive change everdand

(2) the amount of thatositive pass through amouititat the provider proposes
in its statement under paragraph (c) should be epgaghrough to
Distribution Network Usersn eachregulatory yearduring theregulatory
control period is the amount that should be so passed throughdh such
regulatory year

Negative pass through

(H A Distribution Network Service Providenust submit to theAER within 90
business daysf becoming aware of the occurrence ofegative change evefur
the provider, a written statement which specifies:

(1) the details of thaegative change eveabncerned; and
(2) the date thaeegative change eveatcurred; and

(3) the costs in the provision sfandard control servicethat the provider has
saved and is likely to save until the end ofxgulatory control periodas a
result of thenegative change everand

(4) the aggregate amount of those saved costshgrovider proposes should
be passed through Ristribution Network Usersand

(5) the amount of the costs referred to in subpardy(4) the provider proposes
should be passed throughDistribution Network Usern eachregulatory
yearduring theregulatory control periodand

(6) such other information as may be required urader relevantregulatory
information instrument

(g) If anegative change eventcurs (whether or not the occurrence of tiegative
change evenis notified by the provider to thRER under paragraph (f)) and the
AER determines to impose a requirement on the providerelation to that
negative change eveas described in paragraph (b), &R must determine:

(1) therequired pass through amoyrand
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(2) taking into account the matters referred tpanagraph (j):

(i) how much of thatrequired pass through amoustould be passed
through toDistribution Network Usergthe 'hegative pass through
amount); and

(i) the amount of thainegative pass through amoutitat should be
passed through tDistribution Network Usern eachregulatory year
during theregulatory control period

(h) A Distribution Network Service Providemust provide theAER with such
information as th&ERrequires for the purpose of making a determinatioder
paragraph (g) within the time specified by tARER in a notice provided to the
provider by theAERfor that purpose.

Consultation

() Before making a determination under paragraphof (g), theAER may consult
with the relevanDistribution Network Service Providand such other persons as
the AER considers appropriate, on any matters arisingobuhe relevanipass
through eventhe AER considers appropriate.

Relevant factors

() In making a determination under paragraph (djg) in respect of ®istribution
Network Service ProvidetheAERmust take into account:

(1) the matters and proposals set out in any sategiven to theAER by the
provider under paragraph (c) or (f); and

(2) in the case of positive change eventhe increase in costs in the provision
of standard control servicethat the provider has incurred and is likely to
incur until the end of theegulatory control periodas a result of thpositive
change evenand

(3) in the case of aositive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of plositive change event
including whether the provider has failed to takey action that could
reasonably be taken to reduce the magnitude otligéble pass through
amountin respect of thgpbositive change eveand whether the provider has
taken or omitted to take any action where suchoactr omission has
increased the magnitude of the amount in respechaifpositive change
eveni and

(4) the time cost of money based onweighted average cost of capital the
provider for the relevanegulatory control periogand

(5) the need to ensure that the provider only recowany actual or likely
increment in costs under this paragraph (j) toekient that such increment
is solely as a consequence gfass through evenand
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(6)

(7)

(8)

in the case of &ax change eventany change in the way anotheux is
calculated, or the removal or imposition of anottaeyr which, in theAER's
opinion, is complementary to thax change evertoncerned; and

whether the costs of thpass through evertitave already been factored into
the calculation of the provideinual revenue requiremerand

any other factors tr®ERconsiders relevant.

Extension of time limits

(k) The AER must, by written notice to ®istribution Network Service Provider
extend a time limit fixed in clause 6.6.1(c) oruda 6.6.1(f) if theAERIs satisfied
that the difficulty of assessing or quantifying te#ect of the relevanpass
through evenjustifies the extension.

(D The AERmay extend the time limit fixed in clause 6.6.1&)up to a further 60

business dayi: [3.1]

) —making the determination involves guestions of wabiscomplexity or

difficulty -er [3.1]

6.6.4 Reopening of distribution determination for ¢ apital expenditure

(a) Subject to paragraph (b)Dastribution Network Service Providenay, during a

requlatory control periodapply to theAER1to revoke and substitute a distribution

determination that applies to it where:

(1)

an event that is beyond the reasonable confrtie provider has occurred

(2)

during thatregulatory control periodand the occurrence of that event
during that period (or of an event of a similardircould not reasonably
have been foreseen at the time of the making of distribution
determination (‘thevent);

no forecast capital expenditure was determimgdhe AER for that period

(3)

under clause 6.12.1(3) in relation to the eventhlag occurred;

the provider proposes to undertake capital edipere to rectify the adverse

(4)

conseqguences of the event;

the total of the capital expenditure requiredimh theregulatory control

periodto rectify the adverse consequences of the event:

() exceeds 5% of the value of the requlatory absse for the relevant
Distribution Network Service Providéor the first year of the relevant
requlatory control period

Revised Draft Rules | AEMC Directions Paper 42



(b)

(i) _is such that, if undertaken, it is reasonalikely (in the absence of
any other reduction in capital expenditure) to lesuthe total actual
capital expenditure for thakqulatory control periodexceeding the
total of the forecast capital expenditure for thedgulatory control
period as determined by th&®ERin accordance with clause 6.12.1(3);
and

(5) the provider can demonstrate that it is noteatd reduce capital
expenditure in other areas to avoid the consequesifegred to in
subparagraph (4)(ii) without materially adverselyfeeting the
reliability and security of the relevadistribution system

(6) a failure to rectify the adverse consequen¢abeevent would be likely to

materially adversely affect theeliability and security of the relevant
distribution systemand

(7) the event is not pass through evenbr atrigger eventassociated with a

contingent project

An application referred to in paragraph (a) hmust be made within 9Business

(c)

daysprior to the end of eequlatory year

Following its receipt of an application madedocordance with paragraphs (a)

(d)

and (b), theAERmust:;

(1) consult with theDistribution Network Service Provideand such other

persons as it considers appropriate in relatighdapplication; and

(2) make its decision on the application within #0Qsiness daysf that
application being made.

The AER must, and must only, revoke a distribution deteation following an

(e)

application made in accordance with paragrapharid)(b) if theAERIs satisfied
of each of the matters referred to in paragraph (a)

If the AER revokes a distribution determination under panalgréd), theAER

(f)

must make a new distribution determination in stlggtn for the revoked
determination to apply for the remainder of tlegulatory control periodfor
which the revoked determination was to apply.

The substituted distribution determination musily vary from the revoked

distribution determination to the extent necessary:

(1) to adjust the forecast capital expendituretlfiat requlatory control period
to accommodate the amount of such additional dagxaenditure that the
AER considers would meet the costs the pruderstribution Network
Service Providerwould require to achieve one or more of tbapital
expenditure objectiveshaving regard to, as it considers appropriate, th
capital expenditure factorin which case the amount of that adjustment
will be taken to be determined by tAERunder clause 6.5.7(c); and
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(@)

(2)

to reflect the effect of any resultant increaséorecast capital expenditure

on:

(i) the forecast operating expenditure for the reier of therequlatory

control period

(i) the annual revenue requiremerfor each requlatory vyearin the

remainder of theegulatory control periogand

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

If the AER revokes and substitutes a distribution deternomatinder paragraph

(e), that revocation and substitution must takeatffrom the commencement of

the nextrequlatory year

Extension of time limits

(h)

TheAERmay extend the time limit fixed in subparagrapi{2tby up to a further

60 business daylrther60 business dayé [3.1]

—making the determination involves questions of wabscomplexity or

difficulty —e¥ [3.1]

[3.1]

6.6A.2 Amendment of distribution determination for contingent project

()

Subject to paragraph (b)Dastribution Network Service Providenay, during a

(b)

requlatory control periodapply to theAERto amend a distribution determination

that applies to that provider wheretrsgger eventfor a contingent projectin

relation to that distribution determination haswced.

An application referred to in paragraph (a):

(1)

must not be made within 9usiness dayprior to the end of aqulatory

(2)

year,

subject to subparagraph (1), must be made @s &® practicable after the

(3)

occurrence of th&igger event

must contain the following information:

() an explanation that substantiates the occua@fdthetrigger event

(i) aforecast of the total capital expenditure tliecontingent project

(iii) a forecast of the capital and incremental @i@g expenditure, for
each remainingregulatory year which the Distribution Network
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Service Providerconsiders is reasonably required for the purpdse o
undertaking theontingent project

(iv) how the forecast of the total capital expeundit for thecontingent
projectmeets the threshold as referred to in clause &(6X1);

(v) the intended date for commencing tontingent projectwhich must
be during theequlatory control perioil

(vi) the anticipated date for completing tb@ntingent projectwhich may
be after the end of threqulatory control perioyl and

(vii) an estimate of the incremental revenue whitie Distribution
Network Service Provideconsiders is likely to be required to be
earned in each remaininggulatory yearof the requlatory control
period as a result of theontingent projectbeing undertaken as
described in subparagraph (iii); and

(4) the estimate referred to in subparagraph 3)tvist be calculated:

(i) on the basis of the capital expenditure reférte in subparagraph

(i) on the basis of the rate of return for tlAastribution Network Service
Provider for therequlatory control periodas determined pursuant to
clause 6.5.2;

(iii) consistently with the manner in which dep&odn is calculated under
clause 6.5.5;

(iv) to include the incremental operating expenditueferred to in
subparagraph (3)(iii); and

(v) in accordance with the requirements for rollwfard in theroll-
forward modelnd revenue calculation in thest-tax revenue model

(c) __As soon as practicable after its receipt obhpplication made in accordance with
paragraphs (a) and (b), tA&ER must publish the application, together with an
invitation for written submissions on the applioati

(d) The AER must consider any written submissions made undeagpaph (c) and
must make its decision on the application withinbdi8iness daysf its receipt of
that application. In doing so th&ER may also take into account such other
information _as it considers appropriate, includimgy analysis (such as
benchmarking) that is undertaken by it for that pmse and thecapital
expenditure factors

(e) If theAERIs satisfied that th&igger eventhas occurred, and that the forecast of
the total capital expenditure for tle®ntingent projectmeets the threshold as
referred to in clause 6.6A.1(b)(1)(i), it must:

(1) determine:
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(i) the scope of theontingent projecthat theAER considers a prudent
Distribution Network Service Providerould be required to undertake
to achieve one or more of tkapital expenditure objectives

(i) the amount of capital and incremental opemteéxpenditure, for the
purpose of undertaking theontingent projectfor each remaining
requlatory yearwhich the AER considers would, respectively, meet
the efficient costs that a prudemistribution Network Service
Provider would require to achieve one or more of thepital
expenditure objectiveand one or more of theperating expenditure

objectives

(i) the total capital expenditure for the purposé undertaking the
contingent projectwhich theAER considers would meet the efficient
costs that a pruderDistribution Network Service Providewould
require to achieve one or more of ttapital expenditure objectives

(iv) the likely commencement and completion dates the contingent
project and

(v) the incremental revenue which is likely to bequired by the
Distribution Network Service Providen each remainingegulatory
year as a result of thecontingent projectbeing undertaken as
described in subparagraphs (i) and (ii), such egénbeing calculated
in accordance with subparagraph (2);

(2) calculate the estimate referred to in subpain(3)(v):

() on the basis of the capital expenditure reférte in subparagraph

(3)(D);

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

(iii) otherwise in accordance with subparagraplt4h)and

(3) amend the distribution determination in accamawith paragraph (f).

(H  Amendments to a distribution determination refd to in subparagraph (e)(3)
must only vary the determination to the extent asagy:

(1) to adjust the forecast capital expendituretlfiat requlatory control period
to accommodate the amount of capital expenditurgerohned under
subparagraph (3)(i) (in which case the amount af #djustment will be
taken to be determined by tAERunder clause 6.5.7(c));

(2) to adjust the forecast operating expenditure tfmt requlatory control
period to accommodate the amount of incremental operatixmenditure
determined under subparagraph (3)(i) (in which dase amount of that
adjustment will be taken to be determined by #HiER under clause

6.5.6(c));
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(3) to reflect the effect of any resultant increas@recast capital and operating
expenditure on:

() the annual revenue requiremerfor eachregulatory yearin the
remainder of theeqgulatory control periogand

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

() Amendments to a distribution determination takiect from the commencement
of the nextrequlatory yearof theregulatory control period

Extension of time limits
(h) TheAERmay extend the time limit fixed in paragraph (d) uoy to a further 60

business days [3.1]
)—making the determination involves questions of waliscomplexity or
difficulty -er [3.1]
[3.1]
6.8.1 AER's framework and approach paper
(@ The AER must prepare angublish a document (dramework and approach
pape)) in anticipation of every distribution determiraati
(b) Theframework and approach papehould set out thAER'slikely approach
(together with its reasons for the likely approach)the forthcoming distribution
determination, to:
(1) the classification diistribution servicesn accordance with Part B; and
(2) the application to th®istribution Network Service Providesf a service
target performance incentive schemreschemesand [3.2]
(3) the application to thBistribution Network Service Providef anefficiency
benefit sharing schenw schemesand [3.2]
(4) the application to thBistribution Network Service Providéif applicable)
of ademand management incentive schensehemesand [3.2]
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2)(5)whether there is to be an adjustment for the ust®recast use of assets
forming part of the requlatory asset base for ttavigion of services other
than the provision oftandard control serviceis the control mechanism or
by an adjustment to the building blocks as refetoeih clause 6.4.3(a)(8) or
a combination of these adjustments; and [3.2]

3)(6)the form (or forms) of the control mechanisms t® &pplied by the
distribution determination and theER's reasons for deciding on control
mechanisms of the relevant form (or formend [3.2]

5)¥4)(7) any other matters on which tA&R thinks fit to give an indication of
its likely approach. [3.2]

trol

(c) Theframework and approach papemnay also set out the models or methods that
must be used by tHaistribution Network Service Providéo develop and justify
the forecast capital expenditure and the forecasrating expenditure to be
included in itsregulatory proposablnd any revision to megulatory proposal [3.3]

(ca) Theframework and approach papenust include théAER'sdetermination under
clause 6.25(b) as to whether or not Part J of &naff is to be applied to
determine the pricing dfransmission standard control servicesovided by any
dual function assetswned, controlled or operated by tbBéstribution Network
Service Provider

(d) A framework and approach papes to be prepared in consultation with the
relevant Distribution Network Service Provideand with other interested
stakeholders.

(e) TheAER should complete itdramework and approach papdor a particular
distribution network sufficiently in advance of the making of the relav
distribution determination to enable it to be ok us theDistribution Network
Service Providem preparing itsegulatory proposal

(H If a distribution determination is currently iforce, theAER must commence
preparation of, and consultation dhga framework and approach papéor the
distribution determination that is to superseds fieast 24 months before the end
of the currentegulatory control periodand must complete preparation at least 19
months before the end of thragulatory control period [3.2]

(fa) Notwithstanding the requirement to consult emdyaragraphs (d) and (f),
consultation is not required on the following coments of aframework and
approach papeif there are no proposed material changes to tkosgponents

from the previously applicabfeamework and approach paper [3.2]
(1) classification of services under paragraph (b)(1); [3.2]
(2) incentive schemes under paragraphs (b)(2), (b}(@)64); [3.2]
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(3) adjustments under paragraph (b)(5) [3.2]

(4) control mechanisms under paragraph (b)(6); and [3.2]

(5) determinations under clause 6.25(b). [3.2]

(fb) TheAERmay give notice to Bistribution Network Service Providéixing a date
by which theDistribution Network Service Providenust notify theAER if it
believes that material changes are necessary tofdahne components referred to
in paragraph (fa). [3.2]

(g0 On completing itframework and approach papghe AERmust:

(1) give a copy to thBistribution Network Service Provideand

(2) publishit.
(h) Subject toparagraph (c) andlause 6.12.3, #amework and approach papés
not binding on thERor aDistribution Network Service Provider [3.3]
6.8.2 Submission of regulatory proposal

(@) ADistribution Network Service Providenust, whenever required to do so under
paragraph (b), submit @gulatory proposako the AER for distribution services
provided by means of, or in connection with, thevoter'sdistribution system

(b) Aregulatory proposamust be submitted:

(1) at least 13 months before the expiry of a itistron determination that
applies to the service providemless paragraph (2) applies [3.4]

(2) up to 16 months before the expiry of a distiitvu determination that
applies to the service provider, if required by AR or [3.4]

2)(3)if no distribution determination applies to thevsee provider, within 3
months after being required to do so by AR

(ba) A date determined by t#ER under paragraph (b)(2) must be at least 6 months
after the publication of the applicalifemework and approach paper [3.4]

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

(1) 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 frometltlassification suggested
in the relevanframework and approach paperincluding the reasons
for the difference; and
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6.9.3

(ca)

(2) fordirect control serviceslassified under the proposal standard control
services- abuilding block proposaland

(3) for direct control servicesclassified under the proposal a#ternative
control services— a demonstration of the application of the cdntro
mechanism, as set out in tfiemework and approach papeend the
necessary supporting information; and

(4) fordirect control services indicative prices for each year of ttegulatory
control period and

(5) for services classified under the proposahegotiated distribution services
— the proposedegotiating frameworkand

(6) an indicatioridentification of the parts of the proposal (if any) the
Distribution Network Service Providelaims to be confidentiand-wants

Seporocons pope e menlion o tee s 0]

Except as otherwise agreed with by &R a Distribution Network Service

(d)

(e)

(f)

Provider must use any models or methods specified byAtR in the applicable
framework and approach papeio develop and justify the forecast capital
expenditure and forecast operating expenditureudwssl in its in itsrequlatory
proposalor any revisedegulatory proposabnd demonstrate how those models

or methods have been used. [3.3]

Theregulatory proposamust comply with the requirements of, and mustaon
or be accompanied by the information required by aslevantregulatory
information instrument

If more than ondlistribution systemis owned, controlled or operated by a
Distribution Network Service Providerthen, unless theAER otherwise
determines, a separatgulatory proposals to be submitted for eachstribution
system

If, at the commencement of this Chapter, ddfarparts of the sandistribution
systemwere separately regulated, then, unlessAB® otherwise determines, a
separateregulatory proposalis to be submitted for each part as if it were a
separatelistribution system

Consultation

(@)

Subject to the provisions of the Law and fReles about the disclosure of
confidential informationthe AER mustpublish a regulatory proposakubmitted
or resubmitted to it by the provider under thistPaigether with:

(1) the AER's proposed Negotiated Distribution Service Criteridor the
provider; and

’ II . o |E .| . E . ;.. / [3.5]
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a notice inviting written submissions:

()  on the requlatory proposal from any person other than the
Distribution Network Service Providdghat submitted theegulatory

proposal and

(i)  on the proposedNeqgotiated Distribution Service Critetidrom any
person; and

(3) the date by which written submissions must @@en which must not be
earlier than 3Musiness dayafter the notice inviting written submissions is

published [3.5]

after the AER decides that theegulatory proposalcomplies (or that there is
sufficient compliance) with the requirements of tizav and theRules

(b) TheAERmaypublishan issues paper examining issues related toeti@atory
proposaland the proposeNegotiated Distribution Service Criteriat the same
time as, or subsequent tpublication of the invitation—notice referred to in
paragraph (a)(2).

Subject to subparagraph (a)(2Destribution Network Service Providenay only

make a written submission in response to a ngiiddishedunder subparagraph
(a)(2) in respect of aequlatory proposalthat was submitted by another
Distribution Network Service Provider [3.5]

(d)  Where:

(1) the AER s making distribution determinations in relatitmtwo or more
Distribution Network Service Providess the same time; and

(2) a Distribution Network Service Providemakes a written submission
referred to in paragraph (c),

that written submission may only address mateifédrences between:

(3) therequlatory proposathat was submitted by it; and

(4) arequlatory proposakthat was submitted by anothBistribution Network
Service Provider [3.5]

6.10.1 Making of draft distribution determination [3.5]
Subject tahelaw-andrule 6.14a), theAERmust
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(a) consider any written submissions maglein accordance witlihe requirements
inrule 6.9

(b) consider anyregulatory proposalsubmitted ynder in accordance with the

requirements imule 6.8 or 6.9;

(c)  have regard to analysis undertaken by or fe AfBR and

(d)  must-make a draft distribution determination in relatibm the Distribution
Network Service Provider

6.10.2 Publication of draft determination and consu [tation

(@) TheAERmustpublish

1)
(2)
®3)

(4)
(5)

(6)

the draft distribution determination; and
notice of the making of the draft distributidatermination; and

the AER'sreasons for suggesting that the distribution deiteation should
be made as proposed including the draft constitwdisions i.e. the
decisions made in accordance with rule 6.12 on kwthie draft distribution
determination is predicated; and

notice of a predetermination conference; and

an-nvitationfon notice invitingwritten submissions on its draft distribution
determmaﬂonireman%ee#se#e#%xa#%nb&%%eweﬂéemc

the date by which written submissions must @@y which must not be

earlier than 30business daysfter the draft distribution determination is
published

(b) The AER must hold a predetermination conference at the,tidate and place
specified in the notice under paragraph (a)(4)ther purpose of explaining the
draft distribution determination and receiving osalbmissions from interested
parties. Any person may attend such a predeterromatonference but the
procedure to be adopted at the conference willtibeadiscretion of the senior
AERrepresentative in attendance.

()
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Subject to paragraph (d), any person may make thewrsubmission to thAER
on the draft distribution determination within thme specified in the invitation
referred to in paragraph (a)(5). [3.5]

A Distribution Network Service Providenust not make submissions on the draft
distribution determination to the extent it is péted to address those issues in
revisions to itgegulatory proposaunder clause 6.10.3. [3.5]

6.11.1 Making of distribution determination [3.5]
Subject tahe-Law-andule 6.14a), theAERmust

(a) consider any submissions made on the draft disiobweterminatioperen in
accordance with the requirements in rule 6.10 [3.5]

(b) considerany revisedregulatory proposalsubmitted to itunder—elause—6-10r8
accordance with the requirements in rule 6.10 [3.5]

(c) consider any submissions on any revissgilatory proposal

(d) have reqgard to analysis undertaken by or feAfBR and

(e) mustmake a distribution determination in relation t@ fistribution Network
Service Provider

6.13 Revocation and substitution or amendment of distribution

determination for wrong information or error
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(a) Except as provided for in clause 6.6.4(d), AllR may only (but is not required
to) revoke or amend a distribution determinatiormiry a requlatory control
periodwhere it appears to tlAERthat:

(1) the annual revenue requirememwas set on the basis of information
provided by or on behalf of the relevabistribution Network Service
Providerto theAERthat was false or misleading in a material paldicLor

(2) there was a material error or deficiency indistribution determination.

(b) If the AER revokes a distribution determination under panalgta)a)(l) or
(a)(2), theAERmust make a new distribution determination in studgon for the
revokeddistribution determination to apply for the remainder of tlegulatory
control periodfor which the revokedistributiondetermination was to apply.

(c) If the AERrevokesand substitutes or amendsdistribution determination under
paragraph (&L) or (a)(2) the substitutedr amended distributiodetermination
must only vary from the revokedr existing distributiondetermination to the
extent necessary to correct the relevant erroebcidncy.

(d) TheAER may only revoke and substitube amenda distribution determination
under this rule 6.13, if it has first consultediwibe relevanDistribution Network
Service Provideand such other persons as it considers appropriate

(e) The AER may only revoke or substitute or amend a distidoutdetermination
under this rule within six months of making thetdizition determination. [3.6]

6.14.1 Out-of-scope submissions and late submission S [3.5]

(a) SubjecttothetLaw—Where theAER publishes a notice inviting submissions
under this Part E, thARERmustmay but needhot consider any submission, or any
material supplied with a submission, that does cwnply with elause—6-9-3,

6-10-2-or 610 3orisotherwisenot relevantto-the purposdhef invitationor a
requirement of this Part.E [3.5]

[3.5]

[3.5]
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oy if 4 ised I includ (ol that | itted
cpdepe e B0 S L e [3.5]

The AER may but need not considerraqulatory proposalresubmitted under
clause 6.9.2 or a revisedgulatory proposalsubmitted under clause 6.10.3,

including parts thereof, that: [3.5]
(1) is submitted late for the purposes of clau§@.2(a)(6); [3.5]
(2) includes material that is not permitted undee 6.10; or [3.5]
(3) does not otherwise comply with a requiremerthaf Part E. [3.5]

substance of pegulatery-propeosal ' [3.5]

6.14.1A Calculation of time

(a) For the purpose of calculating the time linoit theAERto make a decision under
clauses 6.6.1, 6.6.4 or 6.6A.2, any of the follayyperiods is to be disregarded, if
the AER decides that this is necessary because of the leritypof the issues
involved: [3.1]
(1) the number of days including and between wiheAERpublishesa notice
inviting submissions and the date by when thosensgsdlons must be made;
or [3.1]
(2) the number of days including and between whenAER requests further
information and the date when that informationeiseived for the purposes
of making its decision; or [3.1]
(3) the number of days including and between whenAER is awaiting the
outcome of administrative processes which may impadhe making of its
decision. [3.1]
(b) For the purposes of clause 6.11.2, the AER d&ay the commencement of the
forthcoming requlatory control periodby up to the number of days which a
Distribution Network Service Providepok to resubmit aequlatory proposalor
the accompanying information) under rule 6.9. [3.7]
(c) TheAERmust: [3.1] [3.7]
(1) qive notice of a decision under this rule te Ehstribution Network Service
Provider, and [3.1] [3.7]
(2) publisha notice of the decision on its website. [3.1] [3.7]
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6.25 AER determination of applicable pricing regime for Dual Function Assets

(@) A Distribution Network Service Providevhich owns, controls or operatdsal
function assetsnust advise thé\ER at least 24 months prior to the end of the
current regulatory control periodof the value of thatDistribution Network
Service Provider's dual function assethich providestandard control services
that would beprescribed transmission servicesere it not for the operation of
clause 6.24.2 (referred to iansmission standard control servige$he value to
be advised is the value ascribed to the relegiaat function asset® the relevant
Distribution Network Service Providersgulatory asset base as at the start of the
regulatory yearwhich commences 24 months prior to the end of thneeat
regulatory control period

(b) The AER must review the information provided under paragrg@a) and
determine, following consultationf required under clause 6.8.1(fayith the
relevantDistribution Network Service Providemd with other interested parties
in the course of preparing tfimmework and approach pap#ar thatDistribution
Network Service Providewhether the value of th&tistribution Network Service
Provider's dual function assetwhich provide transmission standard control
servicescomprise such a material proportion of tBastribution Network Service
Provider'sregulatory asset base that pricing in respectasdlservices should be
regulated under Part J of Chapter 6A through tipdicagion of rule 6.26. [3.2]
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3.2 Chapter 6A

6A.7.1 Reopening of revenue determination for capit  al expenditure

(&) Subject to paragraph (b);Teansmission Network Service Provideay, during a
regulatory control periodapply to theAER to revoke and substitute ravenue
determinatiorthat applies to it where:

(1)

(@)

3)

(4)

(5)

(6)

(7)

an event that is beyond the reasonable coafrtie provider has occurred
during thatregulatory control periodand the occurrence of that event
during that period (or of an event of a similarircould not reasonably
have been foresedry-theprovideat the time of the making of thevenue
determination('theevent);

no forecast capital expenditure wascepted-or—substituiddierminedby
the AER for that period under clause 6A.6.7)clause-6A-132(b}{4}-and
(5){as-the-case-may-da)relation to the event that has occurred,;

the provider proposes to undertake capital edjpare to rectify the adverse
consequences of the event;

the total of the capital expenditure requireding theregulatory control
periodto rectify the adverse consequences of the event:

(i) exceeds 5% of the value of the regulatory absse for the relevant
Transmission Network Service Providésr the first year of the
relevantregulatory control period

(i) is such that, if undertaken, it is reasonalikely (in the absence of
any other reduction in capital expenditure) to lesuthe total actual
capital expenditure for thatgulatory control periodexceeding the
total of the forecast capital expenditure for thegulatory control
period asaccepted-orsubstituiddierminedoy theAERIn accordance
with clause 6A.6.7(epr—elauses—6A 13 2(b}4)and{(5){asthe-case
may-be) and

the provider can demonstrate that it is noe @blreduce capital expenditure
in other areas to avoid the consequence referreddiause 6A.7.1(a)(4)(ii)
without materially adversely affecting threliability and security of the
relevanttransmission system

a failure to rectify the adverse consequen¢dseoevent would be likely to
materially adversely affect theeliability and security of the relevant
transmission systemand

the event is not pass through everdr atrigger eventassociated with a
contingent project
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(b)

(©)

(d)

(e)

(f)

(¢))

In this paragraph (a), a reference to an eventdsd a series of events or a state
of affairs, which may include a greater than apated increase in demand.

An application referred to in paragraph (a) rmust be made within 9Business
daysprior to the end of eegulatory year

Following its receipt of an application madeaocordance with paragraphs (a)
and (b), theAERmust:

(1) consult with theTransmission Network Service Providand such other
persons as it considers appropriate in relatidheéapplication; and

(2) make its decision on the application with8840 business day®f that
application being made.

The AER must, and must only, revoke ravenue determinatiofiollowing an
application made in accordance with paragrapharfd)(b) if theAERIs satisfied
of each of the matters referred to in paragraph (a)

If the AER revokes aevenue determinationnder paragraph (d), tfER must
make a newevenue determinatiom substitution for the revoked determination
to apply for the remainder of tliegulatory control periodor which the revoked
determination was to apply.

The substitutedevenue determinatiomust only vary from the revokegvenue
determinatiorto the extent necessary:

(1) to adjust the forecast capital expendituretfat regulatory control period
to accommodate the amount of such additional dapt@enditureaghatthe
AER determines—is—appropriaensiders would meet the costs a prudent
Transmission Network Service Provideould require to achieve one or
more of thecapital expenditure objectivebaving regard to, as it considers
appropriate, thecapital expenditure factorgin which case the amount of
that adjustment will be taken to beeceptedeterminedby the AER under
clause 6A.6.7(c)); and

(2) to reflect the effect of any resultant increaséorecast capital expenditure
on:

(i) the forecast operating expenditure for the newher of theregulatory
control period

(i) the maximum allowed revenuér each regulatory yearin the
remainder of theegulatory control periogand

(i) the X factor for each of the remainingegulatory yearsof the
regulatory control period

If the AER revokes and substitutesr@venue determinatioannder paragraph (e),
that revocation and substitution must take effeatnfthe commencement of the
nextregulatory year
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6A.7.3

Extension of time limits

(h)  TheAERmay extend the time limit fixed in subparagrapi2tpy up to a further
60 business dayi: [3.8]

H—making the decision involves guestions of unusoahmexity or difficulty:
or [3.8]

3.8]

Cost pass through

(@) If apositive change evewmiccurs, alrransmission Network Service Provideay
seek the approval of theER to pass through tdransmission Network Usees
positive pass through amount

(b) If anegative change eveatcurs, thlAERmay require th@ransmission Network
Service Provideto pass through tdransmission Network Useesnegative pass
through amounas determined by tl®ERunder paragraph (g).

Positive pass through

(c) To seek the approval of tR&Rto pass through positive pass through amouiat
Transmission Network Service Providerust submit to theAER within 90
business daysef the relevanpositive change evewtccurring, a written statement
which specifies:

(1) the details of thpositive change event
(2) the date on which thmositive change eventcurred;
(3) theeligible pass through amouit respect of thgbositive change event

(4) thepositive pass through amoutite provider proposes in relation to the
positive change event

(5) the amount of theositive pass through amoutitat the provider proposes
should be passed throughTiansmission Network Usens eachregulatory
yearduring theregulatory control periogd

(6) evidence:

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

(i) that such costs occur solely as a consequehdke positive change
evenf and

(7) such other information as may be required panmsuto information
guidelinesin force under clause 6A.17.2.
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(d) If the AER determines that positive change evettas occurred in respect of a
statement under paragraph (c), &R must determine:

1)
(2)

theapproved pass through amouahd

the amount of thaapproved pass through amoutitat should be passed
through toTransmission Network Users eachregulatory yearduring the
regulatory control periog

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

(e) If theAERdoes not make the determinations referred to ragraph (d) within
60640 business dayfrom the date it receives thiransmission Network Service
Provider's statement and accompanying evidence under paladgcpthen, on
the expiry of that period, th®ERIs taken to have determined that:

(1)

(@)

the positive pass through amouat proposed in the provider's statement
under paragraph (c) is tlaproved pass through amountrespect of that
positive change everdand

the amount of thatositive pass through amouittat the provider proposes
in its statement under paragraph (c) should be egashrough to
Transmission Network Usems eachregulatory yearduring theregulatory
control period is the amount that should be so passed throughah such
regulatory year

Negative pass through

(H A Transmission Network Service Provideust submit to théAER within 60
business daysf becoming aware of the occurrence ofegative change evefur
the provider, a written statement which specifies:

(1)
@)
3)

(4)

()

(6)

the details of thaegative change eveabncerned;
the date theegative change eveatcurred;

the costs in the provision gdrescribed transmission servicabat the
provider has saved and is likely to save until &mel of theregulatory
control periodas a result of theegative change event

the aggregate amount of those saved costshbgirovider proposes should
be passed through Toansmission Network Users

the amount of the costs referred to in subparay(4) the provider proposes
should be passed throughTtansmission Network Usens eachregulatory
yearduring theregulatory control periogand

such other information as may be required pmsuto information
guidelinesin force under clause 6A.17.2.

(g) If anegative change eveantcurs (whether or not the occurrence of tiegative
change evenis notified by the provider to th®RER under paragraph (f)) and the
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AER determines to impose a requirement on the providerelation to that
negative change eveas described in paragraph (b), &R must determine:

(1) therequired pass through amoyrand
(2) taking into account the matters referred tpanagraph (j):

(i) how much of thatrequired pass through amoustould be passed
through toTransmission Network Useishe negative pass through
amounj; and

(i) the amount of thamhegative pass through amoutitat should be
passed through tdransmission Network Uselgs eachregulatory
yearduring theregulatory control period

(h) A Transmission Network Service Providerust provide theAER with such
information as thAERrequires for the purpose of making a determinatioder
paragraph (g) within the time specified by tRER in a notice provided to the
provider by theAERfor that purpose.

Consultation

() Before making a determination under paragraphof (g), theAER may consult
with the relevaniTransmission Network Service Providerd such other persons
as theAER considers appropriate, on any matters arisingobtite relevanpass
through evenas theAER considers appropriate.

Relevant factors

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

(1) the matters and proposals set out in any sategiven to theAER by the
provider under paragraphs (c) or (f) (as the caze e);

(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 theegulatory control periodas a result of the
positive change event

(3) in the case of aositive change eventhe efficiency of the provider's
decisions and actions in relation to the risk of plositive change event
including whether the provider has failed to takey action that could
reasonably be taken to reduce the magnitude otligéle pass through
amountin respect of thgbositive change eveand whether the provider has
taken or omitted to take any action where suchoactr omission has
increased the magnitude of the amount in respethaifpositive change
event

(4) the time cost of money based onweighted average cost of capital the
provider for the relevanmegulatory control periogd
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(5) the need to ensure that the provider only recowany actual or likely
increment in costs under this paragraph (j) toeent that such increment
is solely as a consequence gfass through event

(6) in the case of #&ax change eventany change in the way anoth@x is
calculated, or the removal or imposition of anottaer which, in theAER's
opinion, is complementary to th&x change everoncerned; and

(7) any other factors th®ER considers relevant.

Extension of time limits

(k)

The AER must, by written notice to @ransmission Network Service Provider

(1)

extend a time limit fixed in paragraphs (c) or iffthe AER s satisfied that the
difficulty of assessing or quantifying the effedttbe relevanpass through event
justifies the extension.

The AER may extend the time limit fixed in paragraph (e)uy/to a further 60

business days: [3.8]

H—making the determination involves guestions of waliscomplexity or

difficulty:-or [3.8]

6A.8.2  Amendment of revenue determination for conti ngent project

(@)

(b)

Subject to paragraph (b);Teansmission Network Service Provideay, during a
regulatory control periodapply to theAER to amend aevenue determination
that applies to that provider wheretragger eventfor a contingent projectin
relation to thatevenue determinatiohas occurred.

An application referred to in paragraph (a):

(1) must not be made within 9usiness dayprior to the end of aegulatory
year,

(2) subject to subparagraph (1), must be made @s a® practicable after the
occurrence of theigger event

(3) must contain the following information:
() an explanation that substantiates the occue@fthetrigger event
(i) aforecast of the total capital expenditure tftecontingent project

(i) a forecast of the capital and incremental rgp@g expenditure, for
each remainingregulatory yearwhich the Transmission Network
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Service Providerconsiders is reasonably required for the purpdse o
undertaking theontingent project

(iv) how the forecast of the total capital expeuadt for thecontingent
project meets the threshold as referred to in clause

BA-8-UBY2)iN6A.8.1(b)(1)

(v) the intended date for commencing tmntingent projectwhich must
be during theegulatory control perioyi

(vi) the anticipated date for completing th@ntingent projectwhich may
be after the end of thregulatory control perioyf and

(vi) an estimate of the incremental revenue whitie Transmission
Network Service Provideconsiders is likely to be required to be
earned in each remaininggulatory yearof the regulatory control
period as a result of theontingent projectbeing undertaken as
described in clause 6A.8.2(b)(3)(iii); and

(4) the estimate referred to in clause 6A.8.2(l§y§B)must be calculated:

(i) on the basis of the capital expenditure refér® in clause
6A.8.2(b)(3)(iii);

(i) on the basis of the rate of return for thAtansmission Network
Service Providerfor the regulatory control periodas determined
pursuant to clause 6A.6.2;

(iif) consistently with the manner in which depiedn is calculated under
clause 6A.6.3;

(iv) to include the incremental operating expensitteferred to in clause
6A.8.2(b)(3)(iii); and

(v) in accordance with the requirements for roltwiard in theroll-
forward modelnd revenue calculation in thest-tax revenue model

(c) As soon as practicable after its receipt ohpplication made in accordance with
paragraphs (a) and (b), tW&ER must publish the application, together with an
invitation for written submissions on the applioati

(d) TheAER must consider any written submissions made undeagoaph (c) and
must make its decision on the application witké40 business daysf its receipt
of that application. In doing so th®ER may also take into account such other
information as it considers appropriate, includilgy analysis (such as
benchmarking) that is undertaken by it for that pmse and the capital
expenditure factors

(e) If theAERIs satisfied that th&rigger eventhas occurred, and that the forecast of
the total capital expenditure for tleontingent projectmeets the threshold as

referred to in clausA-8-L{b 2}{HH)6A.8.1(b)(1) it must:

Revised Draft Rules | AEMC Directions Paper 63



(1) determine:

(i) the scope of theontingent projecthat theAER considers a prudent
Transmission Network Service Providevould be required to
undertake to achieve one or more of thapital expenditure

objectives

(i) the amount of capital and incremental opem@gtexpenditure, for the
purpose of undertaking theontingent projectfor each remaining
requlatory yearwhich the AER considers would, respectively, meet
the efficient costs that a prudefdtransmission Network Service
Provider would require to achieve one or more of thepital
expenditure objectiveand one or more of theperating expenditure

objectives

(i) the total capital expenditure for the purposé undertaking the
contingent projecivhich theAER considers would meet the efficient
costs that a prudenftransmission Network Service Providepuld
require to achieve one or more of temital expenditure objectives

(-(iv)the likely commencement and completion dates liercontingent
project and

{}(v) the incremental revenue which is likely to be tesph by the
Transmission Network Service Providen each remaining
regulatory year as a result of thecontingent projectbeing

undertaken as described inclause—6A82(e {H{H—-and
{isubparagraphs (ii) and (iii)such estimate being calculated in
accordance with subparagraph (2);

(2) calculate the estimate referred to dluse—6A-8-2{e}{){igubparagraph
(D)(v):

() on the basis of the capital expenditure refkri® in clause
6A82{e}b){isubparagraph (1)(ii)

(i) to include the incremental operating expencitveferred to irelause

6A-82(e}bH{isubparagraph (1)(iiand

(iif) otherwise in accordance with subparagrapliy)and

(3) amend theevenue determinatioim accordance with paragragii(f).
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() Amendments to eevenue determinatioreferred to in paragraph (e)(3) must only
vary the determination to the extent necessary:
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(1)

(2)

®3)

to adjust the forecast capital expendituretfat regulatory control period
to accommodate the amount of capital expendituterciéned undeelause
6A8-2(e}b)isubparagraph (e)(1)(iifin which case the amount of that
adjustment will be taken to Eceptedeterminecby theAER under clause
6A.6.7(c));

to adjust the forecast operating expenditure that regulatory control
period to accommodate the amount of incremental operagxmenditure
determined undetelause—6A-8-2(e}{hsubparagraph (e)(1)(iifin which
case the amount of that adjustment will be takebeteceeptedetermined
by theAERunder clause 6A.6.6(c));

to reflect the effect of any resultant increasorecast capital and operating
expenditure on:

() the maximum allowed revenur each regulatory yearin the
remainder of theegulatory control periodand

(i) the X factor for each of the remainingegulatory yearsof the
regulatory control period

(a) Amendments to avenue determinatiotake effect from the commencement of
the nextregulatory yearof theregulatory control period

(h)

The AER may extend the time limit fixed in paragraph (d) Uoy to a further 60

business dayi$:

D—making the decision involves guestions of unusoahmexity or difficulty

6A.10.A1 Approved expenditure models paper

(a)

TheAER may prepare angdublisha document (aapproved expenditure models

(b)

papel in anticipation of dransmission determination

Theapproved expenditure models papeay set out the models or methods to be

(c)

used by theTransmission Network Service Providey develop and justify

expenditure forecasts in itRevenueProposal or pricing methodologyor its

revisedRevenudroposalor revisedoricing methodology

Theapproved expenditure models papeay set out any other matters on which

(d)

the AERthinks fit to give an indication of its likely apgach in the forthcoming

transmission determination

An approved expenditure models papeito be prepared in consultation with the

relevant Transmission Network Service Providand with other interested

stakeholders.
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6A.10.1

(e)

TheAER should complete aapproved expenditure models paper a particular

(f)

transmission networksufficiently in advance of the making of the reat
determination to enable it to be used by fhmnsmission Network Service
Providerin preparing itRRevenud’roposalandpricing methodology [3.9]

If a transmission determinatiois currently in force, thAERmust, if it intends to

()

publish anapproved expenditure models papeommence preparation of, and
consultation on it, at least 24 months before theé ef the currentegulatory

control periodand must complete preparation at least 19 morgfwd the end of
thatregulatory control period [3.9]

Notwithstanding the requirements under pardwgajo) and (f), preparation and

(h)

consultation for a newpproved expenditure models papenot required if there
are no proposed material changes to the previoaslglicable approved
expenditure models paper [3.9]

The AER may give notice to dransmission Network Service Provideting a

(i)

date by which th@ransmission Network Service Providaust notify theAER if
it believes that material changes are necessathégourposes of paragraph (g). [3.9]

On completing iteapproved expenditure models papie AERmust: [3.9]

(1) qive a copy to th&ransmission Network Service Provigdand

(2) publishit.

Submission of proposal, framework, pricing methodology and information

(@)

(ab)

A Transmission Network Service Provideust submit to theAER a Revenue
Proposal and a proposedoricing methodologyrelating to the prescribed
transmission servicethat are provided by means of, or in connectiothwa
transmission systethat is owned, controlled or operated by that jlen

(1) if any of those prescribed transmission serviceare subject to a
transmission determinatiori3 months before the expiry of the period in
respect of which tharansmission determinatioapplies unless paragraph

(2) appliesor [3.10]

(2) up to 16 months before the expiry oftransmission determinatiothat
applies to thelransmission Network Service Providdér required by the

AER or [3.10]

2)(3)if any of thoseprescribed transmission serviceme not subject to a
transmission determinatior8 months after being required to do so by the
AER

A date determined by ti&ER under paragraph (a)(2) must be at least 6 months

(b)

after the publication of the applicaldeproved expenditure models paper if no
paper is published, on giving at least 6 monthg&aot [3.9][3.10]

At the same time as it submitsRevenue Proposalnder paragraph (a), the
provider must also submit to tA&=Ra proposedegotiating framework
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(c) TheRevenue Proposand the proposeaegotiating frameworknust comply with
the requirements of, and must contain or be accaragay such information as
is required by, thesubmission guidelinemade for that purpose under this rule
6A.10.

(ca) Except as otherwise agreed with by &R a Transmission Network Service
Provider must use any models or methods specified byAfR in the applicable
approved expenditure models pager develop and justify the forecast capital
expenditure and forecast operating expenditureudszl in its in itsRevenue
Proposalor any revisedRevenue Proposa@nd demonstrate how those models or
methods have been used. [3.9]

(d) The proposedegotiating frameworknust also comply with the requirements of
clause 6A.9.5.

(e) A proposegbricing methodologynust:

(1) give effect to and be consistent with tPecing Principles for Prescribed
Transmission Serviceand

(2) comply with the requirements of, and containberaccompanied by such
information as is required by, thpgicing methodology guidelinamade for
that purpose under rule 6A.25.

(H The Revenue Proposahust also include a statement of whether it issstent
with the most recenldTNDP and, if it is inconsistent, identify and give reas
for the inconsistency.

(@)  The Revenue Proposamust identify the parts of the proposal and any
accompanying information (if any) thEransmission Network Service Providers
claims to be confidential in accordance with theuirements of thesubmission

guidelines

6A.12.1 Making of draft decision
(@) Subject tahe-Law-andule 6A.16a), theAERmMust

(1) consider any written submissions madedein accordance withthe
requirements imule 6A.11% [3.11]

(2) consider the information included in or accompnag the Revenue
Proposalsubmitted in accordance with the requirements le 6é.10.1 [3.11]

(3) have regard to such analysis as is undertakem for theAER and

(4) mustmake a draft decision in relation to thieansmission Network Service
Provider. [3.11]

(b) TheAER'sdraft decision must be made in accordance witkl, muoist comply
with, the relevant requirements of rule 6A.14.
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6A.12.2

(©)

(d)

(e)

If the AERSs draft decision differs to thRevenue Proposah respect gefuses-to
approve any of the amountser—values or projects referred to in clause
6A.13.8(1)}-(4), the AER’s draft decision must include details of the changes
required or matters to be addressed beforeABR will determine, identify or
approve(as the case may bthlose amount®+valuesor projects

If the AER refuses to approve the proposeegotiating frameworkthe AER’s
draft decision must include details of the changeguired or matters to be
addressed before thERwiIll approve the framework.

If the AERrefuses to approve any aspect of a prop@seihg methodologythe
AER’sdraft decision must include details of the changesiired or matters to be
addressed before th&ERwill approve the proposed methodology.

Publication of draft decision and consultat ion

(@)

(b)

(€)

TheAERmust, as soon as practicable but not later thaoths after the relevant
date referred to in clause 6A.10.1(@)plish

(1) its draft decision and reasons under clausé®BA.and rule 6A.14;
(2) notice of the making of the draft decision;

(3) notice of a predetermination conference; and

(4) an-invitationfon notice invitingwritten submissions on its draft decision

[3.11]

(5) the date by which submissions must be madechwiniust not be earlier than
45 business daysifter the date the predetermination conference® ibet
held.

The AER must hold a predetermination conference at the,tidate and place
specified in the notice under paragraph (a)(3)tf& purpose of explaining its
draft decision and receiving oral submissions fioterested parties. Any person
may attend such a predetermination conferencehieupriocedure to be adopted at
the conference will be at the discretion of thei@e®ER representative in
attendance.

A Transmission Network Service Providemust not make submissions on the

draft decision to the extent it is permitted to @34 those issues in revisions to its
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Revenue Proposal proposed neqgotiating framework or

proposed pricing

methodologwinder rule 6A.12.3.

6A.12.3 Submission of revised proposal, framework o r pricing methodology

(a) N .eeel 0—M [Ta¥a N-oe A ittan himi 1LCNS

tThe Transmission Network Service Provideray, not more than
daysafter the publication of the draft decision, subtmitheAER

(1) arevisedRevenue Proposal
(2) arevised proposetegotiating frameworkor

(3) arevised proposegaticing methodology

(b) A Transmission Network Service Providaeay only make the revisions referred
to in paragraph (a) so as to incorporate the sobstaf any changes required by,

or to address matters raised in, the draft decision

3Business

(c) A revisedRevenue Proposabr revised proposedegotiating frameworknmust

comply with the requirements of, and must contairb®@ accompanied by such

information as is required by, tisebmission guidelines

(d) The revised proposeaegotiating frameworkmust also comply with the

requirements of clause 6A.9.5.

(e) Arevised proposegricing methodologynust:

(1) give effect to and be consistent with tPecing Principles for Prescribed

Transmission Serviceand

(2) comply with the requirements of, and must conta be accompanied by

such information as is required by, récing methodology guidelines
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(e)

The revisedRevenue Proposahust identify the parts of the proposal and any

(f)

(@)

accompanying information (if any) thEransmission Network Service Providers
claims to be confidential in accordance with theuisements of thesubmission

quidelines

ExeepBubject to paragraph (e) and excéptthe extent that theubmission
guidelinesor thepricing methodology guidelingas the case may be) provide that
it will not be publicly disclosed (and, in that eaghe Transmission Network
Service Providehas not otherwise consented), &R mustpublish

(1) any revisedRkevenue Proposal
(2) any revised proposetkgotiating frameworkor
(3) any revised proposguticing methodology

(as the case may be), that is submitted by Tttensmission Network Service
Provider under paragraph (a), together with the accompagnyiformation, as
soon as practicable after receipt by AR

The AER may, but need not, publish a notice inviting, frany person other than

(h)

the Transmission Network Service Providdat submitted the revisddevenue
Proposal written submissions on the revisedvenue Proposal

Paragraphs (i), () and (k) apply if the AERbpbgshes a written notice under

(i)

paragraph (g).

Any person, other than thiggansmission Network Service Providbat submitted

(1)

the revisedRevenue Proposamay make a written submission to thER on the
revisedRevenue Proposalithin the time specified in the notice, which mbs
not earlier than 30 business days after the puldicaf the notice.

A Transmission Network Service Provideay only make a written submission in

response to a notice published under paragraph (g@spect of a revisedevenue
Proposalthat was submitted by anothBEransmission Network Service Provider

(k) Where:

(1) theAERIis making determinations in relation to two or emdransmission
Network Service Provideers the same time; and

(2) a Transmission Network Service Providerakes a written submission
referred to in paragraph (j),

that written submission may only address mateifédretnces between:

(3) the revised Revenue Proposaheqotiating framework and pricing
methodologyhat was submitted by it; and

(4) those submitted by anothEransmission Network Service Provider
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6A.13.1 Making of final decision

6A.15

(@) Subject tahe-Law-andule 6A.16a), theAERmMust

(1) consider any submissions made on the draft degigioron any revised
Revenue Proposalrevised proposedegotiating frameworkor revised
proposedpricing methodologysubmitted to ittrdein accordance witlthe
requirements iclause 6A.12.2 an®A.12.3;

(2) _consider the information included in or accompag any revisedRevenue
Proposal revised proposeahegotiating frameworkor revised proposed
pricing methodologwubmitted-te-itunderand any information included in
or accompanying one of the documents submittedcanrdance with the
requirements iclause 6A.12.3;

(3) have regard to such analysis as is undertakemn for theAER andmust

(4) make a final decision in relation to thBansmission Network Service
Provider.

(b) TheAER'sfinal decision must be made in accordance witld amust comply
with, the relevant requirements of rule 6A.14.

Revocation and __ substitution _or ___amendment of revenue
determination or amendment of pricing methodology f or wrong
information or error

(&) Except as provided in clause 6A.7.1(d), AltlER may only(but is not required to)
revoke or amend a revenue determinatioror amend an existingricing
methodologyuring aregulatory control periodvhere it appears to tiERthat:

(1) thetotal revenue capvas set or th@ricing methodologywas approved on
the basis of information provided by or on behaff the relevant
Transmission Network Service Providey the AER that was false or
misleading in a material particular; or

(2) there was a material error deficiencyin the tetal-revenue—cagvenue

determinationor in thepricing methodology

(b) If the AERrevokes aevenue determinationnder paragraph (a)(by (a)(2) the
AER must make a newevenue determinatiom substitution for the revoked
revenue determinatioto apply for the remainder of tmegulatory control period
for which the revokedevenue determinatiowas to apply.

(c) If the AER revokesand substitutes or amenasrevenue determinatiomnder
paragraphia)(1) or(a)(2), the substitutedr amendedevenue determinatiomust
only vary from the revokedr existing revenue determinationo the extent
necessary to correct the relevant error.
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(d) If the AER amends gricing methodologynder paragraph (a)(1), the amended
methodology applies to the setting of prices fer tlextfinancial yearand for the
remainder of the relevanégulatory control period

(e) If the AERamends agricing methodologynder paragraph (a)(2), the amended
methodology must only vary from the existipgcing methodologyo the extent
necessary to correct the relevant emodeficiency

(H The AER may only revoke and substitute amenda revenue determinatioor
amend gricing methodologyinder this rule 6A.15, if it has first consultedtw
the relevanfTransmission Network Service Providard such other persons as it
considers appropriate.

() The AER may only revoke or substitute or amenttansmission determination
under this rule within six months of making tinensmission determination [3.12]

6A.16.1 Out-of-scope submissions and late proposals [3.11]

(a) Subjeet-to-thetLaw Where theAER publishes a notice inviting submissions
under this Part E, thRERmustnay but neechot consider any submission, or any
material supplied with a submlssmn that, in A@R sopinion, does not comply
with e
invitation or a requwement of thls Part E [3.11]

(b)

clause 6A12. 3, thAERmust notconsider: [3.11]

Shpdtec el ap [3.11]

I. . [3.11]

The AERmay but need not consideR&venue Proposaésubmitted under clause
6A.11.2 or a reviseRevenue Proposaubmitted under clause 6A.12.3, including

parts thereof, that: [3.11]
(1) is submitted late for the purposes of clausel 88(5); [3.11]
(2) includes material that is not permitted undause 6A.12.3; or [3.11]
(3) does not otherwise comply with a requiremerthaf Part E. [3.11]
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6A.16.1A Calculation of time

)

For the purpose of calculating the time linoit thheAERto make a decision under

(b)

clauses 6A.7.1, 6A.7.3 or 6A.8.2, any of the follogv periods is to be
disregarded, if thAERdecides that this is necessary because of thelewitypof
the issues involved: [3.8]

(1) the number of days including and between wiheAER publishes a notice
inviting submissions and the date by when thosensgsdlons must be made;
or [3.8]

(2) the number of days including and between wheEnAER requests further
information and the date when that informationeiseived for the purposes
of making its decision; or [3.8]

(3) the number of days including and between whenAER is awaiting the
outcome of administrative processes which may impadhe making of its
decision. [3.8]

For the purposes of clause 6A.12.2, AteR may delay the date by when it must

(c)

make the draftransmission determinationy up to the number of days which a
Transmission Network Service Providepk to resubmit &evenue Proposdbr
the accompanying information) under clause 6A.11.2. [3.13]

For the purposes of clause 6A.13.3,AltR may delay the commencement of the

(d)

forthcoming requlatory control periodby up to the number of days which a
Transmission Network Service Providepk to resubmit &evenue Proposdbr
the accompanying information) under clause 6A.11.2. [3.13]

TheAERmMust: [3.8][3.13]

(1) qgive notice of a decision under this rule t@ firansmission Network
Service Providerand [3.8][3.13]

(2) publisha notice of the decision on its website. [3.8][3.13]
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10. Glossary

approved expenditure models paper [3.9]

A document prepared and issued as an approved difuren models paper under
clause 6A.10.A1. [3.9]
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