[bookmark: _GoBack]AUSTRALIAN ENERGY REGULATOR
MEETING RECORD (formally Note for File)

	DISCUSSION WITH:
	Victorian DNSPs and SA Power Networks

	TRACKIT:
	50557

	[bookmark: Date]DATE:	
	02/10/2013

	OFFICER:
	

	VENUE:
	ACCC Melbourne office / by telephone



PURPOSE: Meeting to discuss preliminary thoughts on draft economic benchmarking RIN
ATTENDEES:	AER – Mark McLeish, Andrew Ley, Kevin Cheung , Sam Sutton, Jason King 
	Jemena – Robert McMillan, Jonathan Chan 
SA Power Networks – Damien O’Connor, Richard Sibly 
United Energy – Stephanie McDougall, Matthew Abraham, Peter Livingston
SP AusNet – Katie Yates 
Citipower/ Powercor – Megan Willcox 
SUMMARY OF DISCUSSION:
The meeting involved discussion of the following key issues relating to the draft economic benchmarking Regulatory Information Notice (RIN):
proposed timelines and  directors / relevant officer of the company signoff
data estimation and worksheet specific inputs.
A summary of each key issue is discussed below.
Written RIN
AER staff explained the design of the written RIN, noting that recent feedback from earlier bilateral meetings suggested that:
more time needed to be provided for NSPs to transition from estimating data to producing data according to the AER’s RIN given that time would be required to put systems in place.
the timing in the draft RIN would lead to the AER putting data that had not been audited being publically released for cross submissions and that there would be merit to changing the timeframes and certification requirements to address this. 
In the context of that discussion, NSPs raised the following points / suggestions for the economic benchmarking RIN:
the AER could consider not requiring any certification of data for the testing and validation process scheduled for March. 
the AER would need to set out in the RIN whether the auditor’s reports would be provided to the AER and whether they would be confidential in the RIN 
the AER, similar to the NZCC, could consider setting up an issues register that is publically available on the AER’s website after the RIN is finalised to assist NSPs to resolve common issues in completing templates.
there were some data points in the draft RIN that it would not be possible to estimate (opex for high voltage customers, historical requirements where a GIS system would be required to estimate the data – operating environment variables), and that the AER should consider allowing NSPs to not provide data where it is not possible to estimate it. 
the current certification requirements in the written RIN requested NSPs officers express a view on whether the data provided was fit for its intended purpose. NSPs noted that their officers would be unable to express this view given that they did not have the sufficient internal expertise to make that assessment and such an opinion may be subjective. 
the AER should set out how it envisaged how the process for revision would operate where the AER’s testing and validation process (or cross submissions) identified an error or amendment to be made. 
there was a lack of clarity on whether the AER would release a model for the economic benchmarking techniques, similar to what had been released for the augex and repex models.
NSPs considered that auditors would be uncomfortable if audit reports were published.
In light of suggestions from NSPs, AER staff considered that the due date for audited data would need to be brought forward from May 2014 to April 2014 such that data could then be published with sufficient time for cross submissions.
Revenue
AER staff outlined the changes made to the revenue templates in light of submissions on the preliminary RIN. 
NSPs noted:
In Victoria, metering is not classified as an alternative control service it is unregulated. Thus, if the AER was seeking data on metering revenues as an alternative control service, metering revenues would not be captured. 
The approved cost allocation methodologies for some Victorian NSPs was not consistent with the classification decision in the determination. NSPs asked whether flexibility could be added to the RIN to enable NSPs to report in accordance with the determination classification of services instead of the current approved CAM. 
the term regulatory year was not sufficiently defined in the templates, and that it was unclear whether 2003 was the financial year 2002-03 to 2003-04.
Opex
AER staff outlined the changes made to the opex templates in light of submissions on the preliminary RIN.
NSPs noted:
information on vegetation management costs should be separately reported 
the RIN should clarify that where an NSP does not have information because it is not relevant for its network ( HV customer  opex), that they do not need to provide it. 
Assets
AER staff outlined the changes made to the assets templates in light of submissions on the preliminary RIN.
NSPs noted:
some NSPs have included easement costs in the total cost of the assets the easement is associated with and consequently historical information on easement cots is not recorded as a separate cost item , and thought that it might be more appropriate not to try to estimate easement values separately if the AER was intending to reassign easement values back to other asset categories for the purposes of determining the annual user cost of capital. 
they had not yet considered  whether 33kv was a more appropriate threshold for subtranmission, but they noted that they did have subtransmission assets at lower voltage levels, such as 22kv (though, not many). NSPs also noted that there were different reliability levels and different unit costs for subtransmission assets
estimating RAB according to the AER’s three categories would lead to the need to pro-rata the roll forward during the period based on asset volumes (as just adjusting a prorated total for each of the asset categories using actual data would lead to a reconciliation issue at a total level.
Reliability
AER staff outlined the changes made to the reliability templates in light of submissions on the preliminary RIN.
NSPs noted:
that it would not be possible to provide the MED adjustment for the STPIS template for the earlier years in the 10 year period, as data from 5 years prior was required to calculated the MED adjustment. 

Operating environment
AER staff outlined the changes made to the operating environment templates in light of submissions on the preliminary RIN.
NSPs noted:
that the AER would need to decide whether the legislative requirements for vegetation management were comparable across jurisdictions
some networks have multiple weather stations and weather conditions vary across the network. The AER will need to carefully consider how it uses information from multiple weather stations in the benchmarking analysis as taking averages for example could distort the results. It was noted that some weather stations are in more populated areas than others. 
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