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Nature and authority

Introduction

Clause 5A.E.3(a) of the National Electricity Rutegquires the Australian Energy
Regulator to develop and publish guidelines fordbeelopment of connection
policies by distribution network service providersis guideline is published under
clause 5A.E.3(a) of the National Electricity Rules.

Application of this guideline

Distribution network service providers must prepamnnection policy setting out
the circumstances in which they may require alretstomer or real estate developer
to pay a connection charge, for the provision obanection service under Chapter
5A. The proposed policy must comply with the corimgccharge principles

stipulated in clause 5A.E.1, and this connecticargé guideline. The Australian
Energy Regulator may approve the proposed conmeptbcy if it is satisfied that

the proposed policy complies with the requiremehishapter 5A and this connection
charge guideline.

National Electricity Rule requirements

Clause 5A.E.1 outlines the connection charge grlasiwith which a distribution
network service provider’s connection policy musingly.

Clause 5A.E.3(b) and clause 5A.E.3(e) of the Naili&iectricity Rules sets out the
purposes of the guidelines and what the Austrdtiaergy Regulator must have
regard to when developing the connection chargéaedjue.

Clause 5A.E.3(c) outlines that the connection chapugdeline must:

(1) describe the method for determining chargepfemises connection assets;
and

(2) describe the circumstances (or how to deteritaeircumstances) under
which a Distribution Network Service Provider ma&geive a capital contribution,
prepayment or financial guarantee from a retait@usgr or real estate developer
for the provision of a connection service; and

(3) describe how the amount of any such capitalrdmrtion, prepayment or
financial guarantee is to be determined; and

(4) establish principles for fixing a threshold ¢bd on capacity or any other
measure the Australian Energy Regulator think&tpw which retail customers
(not being a non-registered embedded generatoreml @state developer) are
exempt from any requirement to pay connection ag(gr to give consideration
in the form of a capital contribution, prepaymenfinancial guarantee) for an
augmentation (other than an extension) to theilligton network necessary to
make the connection; and

(5) describe the methods for calculating the audatem component for the
connection assets and, if the augmentation corsisisincludes an extension, the
extension component of a connection charge; and
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(6) describe the method for calculating:

(i) the amount of a refund of connection chargesafoonnection asset when an
extension asset originally installed to connectgteanises of a single retail
customer is used, within 7 years of its installatim connect other premises and
thus comes to be used for the benefit of 2 or metal customers; and

(ii) the threshold below which the refund is noyghle; and
(7) describe the treatment of augmentation assets.

Interaction with the Australian Energy Regulator’s service
classification

A distribution service is a service provided by meaf or in connection with a
distribution network. There are three classes sifithution services—direct control
services; negotiated distribution services andassified distribution services. Direct
control services are further categorised undersel@i2.3 of the National Electricity
Rules as either standard control services or @t control services.

As part of a distribution determination the AusaalEnergy Regulator classifies
distribution services and decides upon the appaitgpform of control to apply to the
distribution service. This connection charge gurehpplies the form of control
adopted, for each component of the connection sgrin each distribution network
service provider’s distribution determination.
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111

1.1.2

1.13

114

Total connection charge

The connection charge thatnnection applicastwill pay to the distribution
network service provider, may be made up of mudtg@nnection services
and will be calculated in accordance with the feilog formula:

Connection Charge = AS + CC + PS

Where:

AS is the charge payable to the distribution nekvaarvice provider for
all alternative control connection services.

CC is the capital contribution payable to the disition network service
provider for all standard control connection seggicThis is calculated

with reference to the cost revenue test in sed&iohthis guideline.

= PS is the total payable to the distribution netwsekvice provider, to
account for any existing pioneer scheme, applyinth¢ assets to which
the customer connects.

Connection applicantmay also be required to pay a security fee, caled|
in accordance with clause 10, to the distributietwork service provider.

In determining the total connection charge, a ihigtron network service
provider must:

a. Determine the charge for each component in a falrraasonable
manner.

b. Calculate the charge for each component on thé ¢eastechnically
acceptable standard necessary forcthranection servigaunless:

)

theconnection applicantequests aonnection servicer part thereof
be performed to a higher standard. In which casedhnection
applicantshould contribute the additional cost of providihg
service to the standard requested

theconnection servicevolves augmentation to the shared network,
in which case theonnection applicanshould be charged no more for
this service than the cost attributable todbenection applicant’s
electricitydemand.
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2.1.1

2.1.2

2.1.3

214

2.1.5

Shared network augmentation charge
thresholds

A distribution network service provider must subtoithe Australian Energy
Regulator for approval, a shared network augmemntatharge threshold or
thresholds, below whichetail customergconnection applicantether than
non-registered embedded generators and real estetopersivill not be
required to pay shared network augmentation charges

Note: This shared network augmentation charge hiotdsapplies to
connection offers, regardless of the manner in whiegmentation services
are classified.

A distribution network service provider may setifiedlent augmentation
charge threshold in each identifiably differenteaoé its network. The
distribution network service provider must ensure:

a. The level of load, which the distribution networdutd reasonably be
expected to cope with in the ordinary course of agamg its network, is
different in each area.

b. The boundaries of each area should be easily fidné byconnection
applicants

The Australian Energy Regulator may not approvestibution network
service provider’s proposed shared network augrtientaharge unless:

a. It only applies in the circumstance detailed intisec5A.E.3(d) of the
NER; and

b. Connection services below and above the thresteld dentifiably
different characteristics (a clear natural breakfoi

Example: the threshold could be set with referdncghether or not a
particular type of equipment (for example, curreahsformer metering
equipment) is necessary for the connection.

If the distribution network service provider’'s paged shared network
augmentation charge threshold or thresholds doneet clause 2.1.3b, then
the distribution network service provider shouldnd@strate to the
Australian Energy Regulator how the threshold:

a. Limits cross subsidies between neannection applicantand existing
network users
b. Allows for historic and geographic differences.

When demonstrating that a proposed shared netwgytkentation charge
threshold meets clause 2.1.4, a distribution nétwervice providers may
have regard to:

a. The average size of the customers connected toetimeork relative to
the threshold

b. The interconnectedness of the network
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c. The network classification

d. Any other factor the distribution network serviageyider considers
relevant.

2.1.6 If a distribution network service provider cannatisfy the Australian
Energy Regulator that the network augmentationgshérreshold or
thresholds meet the requirements of 2.1.3 and,2He# the threshold will
be set at:

a. 25 kVA on single wire earth return lines (SWER)

b. The maximum capacity of a 100 Ampere 3 phase loage supply,
elsewhere in the distribution network.

2.1.7 All shared network augmentation charge thresholdstrie based on a
measure of demand.
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3.1.1

3.1.2

Charges for negotiated distribution
services and unclassified distribution
services

If the Australian Energy Regulator classifies a poment of aconnection
serviceas a negotiated distribution service or does lasisdy the

component of a connection, in accordance with el@ui2.1 of the NER, the
cost of theconnection servicwill be determined by the connection applicant
and relevant service provider.

Note: The Australian Energy Regulator considerstiese service
classifications are likely to be applied in circuarees where the connection
service is provided in a contestable market, ornthe distribution network
service provider is prevented from performing thesevices by jurisdictional
requirements or ring fencing arrangements.

Regardless of the classification of the service,diarge must still be in
accordance with the requirements of chapter 5Audieg the connection
charge principles and this connection charge gimdel

1

Connection applicants would negotiate an outcwiitie the distribution network service provider,

or applicable third party provider.
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41.1

4.1.2

Charges for alternative control services

Where a component of@nnection services classified as an alternative
control service the distribution network service\pder is required to charge
in accordance with the relevant form of control wed by the Australian
Energy Regulator.

Note: The Australian Energy Regulator considerstiia service
classification is likely to be applied in circumstas where the cost of the
service is directly attributable to the individeaistomer’s connection to the
network. Section 6.2.2 of the NER indicates thigngmportant
consideration in classifying a service as an adtive control service and
provides the following example:

In circumstances where a service is provided toalswumber of identifiable
customers on a discretionary or infrequent basid,casts can be directly
attributed to those customers, it may be more gpjate to classify the service
as an alternative control service than as a stdrztartrol servicé.

Regardless of the classification of the service,diarge must still be in
accordance with requirements of chapter 5A, incigdhe connection charge
principles and this connection charge guideline.

2 Section 6.2.2(c) of the National Electricity Rale

10
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5.1.1

5.1.2

5.1.3

Capital contributions for standard control
services

A distribution network service provider may seetagital contribution for
standard control services frontannection applicanif the incremental
costs of the standard control services exceedsdiimated incremental
revenue expected to be derived from these starmienteol services’®

The amount of any capital contribution must be Waled as the difference
between the incremental revenue and the incremeosalkattributable to the
standard control services required by¢beanection applicantWhere the
capital contribution is less than zero, there bdIno capital contribution
payable by theonnection applicanir the distribution network service
provider

A cost-revenue-test will be applied in the form of:
CC = ICCS + ICSN - IR(n=X)
Where:
=CC>0
® CC = Capital Contribution for standard control seeg.

® |CCS = Incremental Cost Customer Specific—the im&etal costs
incurred by the distribution network service praaridor premises
connection assets and extensions. ICCS is caldulai@ccordance
with clauses 5.2.1 to 5.2.5 of this guideline.

® |CSN = Incremental Cost Shared Network—the costaried by the
distribution network service provider for the stthretwork
augmentation attributable to the new connectioncaicllated in
accordance with clauses 5.2.1 t0 5.2.5 and cléu2e8to 5.2.13 of
this guideline.

® IR(n=X) = Incremental revenue expected to be rexkivom the new
connection—the present value of a X year revemaaust directly
attributable to the new connection as defined atige 5.3 of this
guideline.

Note: The incremental costs or incremental reveraeived from any
services classified as alternative control, ne¢gedi@ontrol or unclassified
services will not be included in the cost-revenes:t

¥ Section 6.21.2(2) of the National Electricity Bsilallows that: the Distribution Network Service
Provider may receive a capital contribution, prepagt and/or financial guarantee up to the
provider's future revenue related to the provisibdirect control services for any new assets
installed as part of a new connection or modifaatio an existing connection, including any
augmentation to the distribution network
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5.1.4 The cost-revenue-test in clause 5.1.3 of this dueeavill not include
operational and maintenance costs.

5.1.5 Subject to clause 5.1.4, the cost-revenue-testwithpplied to all
components ofonnection servicedassified as standard control, except:

a. Shared network augmentations wheredbenection applicant not
required to make a capital contribution towardsdbst of augmentation,
in accordance with clause 2.1.1 of this guideline.

b. In these cases neither the amount of ICSN or IRjratiXibutable to
these connection services will be included in thst-cevenue-test.

5.2 Incremental costs

Principles for determining incremental cost

5.2.1 In determining the total connection charge, a ihistron network service
provider must:

a. Determine the charge for each component in a falrraasonable
manner. The cost estimate should be reflectivh®gfficient costs.

b. Calculate the charge for each component on thé ¢eastechnically
acceptable standard necessary forcthranection servigaunless:

i) theconnection applicantequests aonnection servicer part thereof
be performed to a higher standard. In which casedhnection
applicantshould contribute the additional cost of providihg
service to the standard requested

i) theconnection servicavolves augmentation to the shared network,
in which case theonnection applicanshould be charged no more for
this service than the cost attributable todbenection applicant’s
electricity demand.

5.2.2 If adistribution network service provider eleasperform the work to a
higher standard than contemplated in clause St2eh, the distribution
network service provider must not chargetbanection applicanfor any
cost additional to the least technically cost ataiglp standard, unless:

a. The connection applicant is a real estate develaperthe distribution
network service provider has included the costro¥/pling efficiently
for forecast load growth as contemplated in cla&14e5 of this guideline.

5.2.3 If a distribution network service provider is albdeuse independent
contractors to perforroonnection servicerork on its network, the
distribution network service provider should offerrun a tender process on
behalf of theconnection applicanbr allow aconnection applicantio run a
tender process, to procure the connection services.

a. A distribution network service provider must not&#gonnection
applicantof the option, where applicable, for the distribntnetwork
service provider, or customer to seek tenders timpe the connection
work.
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b. If the distribution network service provider cagieut a tender process, it
may charge theonnection applicanthe reasonable costs of running the
tender process. Thennection applicanshould, however, be provided
with estimates of the costs before commencingehdedr process.

Components of the customer specific incremental cos ts

5.2.4

5.2.5

The customer specific incremental costs (ICCS) mellcalculated as the sum
of the following cost items.

a. premises connection assets.

b. extension costs.

c. administration costs (not limited by, but includidgsign and
certification).

All ICCS costs must be calculated in accordancé WiP.1 to 5.2.3 of this
guideline.

Calculation of the cost of shared network augmentat ion (ICSN)

5.2.6

5.2.7

5.2.8

5.2.9

Where aconnection applicanis required to make a capital contribution
towards the cost of augmentation, ICSN will be gkted as follows:

ICSN = Unit rate * Demand.
Where:

Unit rate - is the average cost of shared netwagoeentation, per unit of
added capacity. The unit rate is calculated in atanzce with clauses 5.2.7 to
5.2.11.

Demand - is a measure of electrical capacity reguay aconnection
service The demand is calculated in accordance with@e&i4 of this
guideline.

The unit rate(s) must be calculated as an averagfeot adding a unit of
capacity to the shared network in accordance wathse 5.2.9.

a. A distribution network service provider may appljferent unit rates in
different parts of its network when the cost of megtation differs
significantly between these areas.

A distribution network service provider’s unit réggefor the cost of shared
network augmentation must be approved by the Alistr&nergy Regulator
in its distribution determination.

The unit rate of the cost of shared network augatemt may be based on
the local area’s recent shared network augmentatsts for the following
network components:

a. sub-transmission line

b. zone substation

DRAFT CONNECTION CHARGE GUIDELINES FOR ELECTRICITY RETAIL CUSTOMERS 13



c. high voltage feeder
d. distribution substation
e. low voltage mains.

5.2.10 To the extent that a particular network componerdefined in clause 5.2.9
has been included as a customer specific cosg tteaponents will not be
included in the calculation of the unit rate(s) $tiared network
augmentation.

5.2.11 In calculating the applicable unit rate a distribotnetwork service provider
must take account of the cost of augmenting eatank component with
reference to;

a. The proportion of each network component used byctinnection
applicant; and

b. The useful life of the network component and theuased period for
which the connection applicant will be using thénuek.

5.2.12 Distribution network service providers may electrteasure aonnection
service’sdemand as either a peak demand or a peak coinclderand.

5.2.13 When estimating aonnection service’peak demand or peak coincident
demand, distribution network service providers naysgily clauses 5.4.2 to
5.4.4 of this guideline.

5.3 Incremental revenue

5.3.1 The incremental revenue contemplated in claus& SHould be the net
present value of the expected distribution useystesn charges, recoverable
from theconnection applicangxcept:

a. Forconnection servicewghich fall below the shared network
augmentation threshold, distribution network sex\pcoviders must
remove the distribution use of system chargeattible to shared
network augmentation from the incremental revehue.

b. The amount of revenue attributable to the operatiand maintenance
Ccosts.

5.3.2 If the connection applican aresidential customethen a connection
period of 30 years will be applied when calculatihg expected distribution
use of system charges recoverable fronctmnection applicant

5.3.3 If aconnection applicant abusiness customdnen a connection period of
15 years should be applied in calculating the etguedistribution use of
system charges, recoverable from ¢banection applicant

a. Where a 15 year connection period does not redleedsonable estimate
of the time that theonnection servicevould be connected for, in which

*  These customers will not have an explicit chdaye@ugmentation costs and so are not able to

offset the portion of Duos which will be used toaeer these costs against its premises connection
assets and extension costs.
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5.3.4

5.3.5

5.4
5.4.1

5.4.2

5.4.3

5.4.4

case the distribution network service provider &t an appropriate
connection life for thatonnection service

b. The distribution network service provider must nege with the
connection applicani good faith when determining an alternative
connection life.

The revenue stream arising from clause 5.3.1 t@ ®8this guideline will be
discounted by the relevant distribution network/ssr provider's real
weighted average cost of capital to derive theemmantal revenue (IR) of a
connection applicann clause 5.1.3 of this guideline.

When estimating aonnection applicant’sicremental revenue, a distribution
network service provider must:

a. use the price path applicable at the time of thneotion offer, until the
end of the relevant distribution determination, and

b. use a flat real price patafter the end of the relevant distribution
determination, for the remaining life of the contia;

c. the flat price path will be a continuation of thécp determined for the
last year of the relevant distribution determinatior the relevant
connection.

Note: When a connection offer is made after thetfalian Energy
Regulator has made a distribution determinationtfersubsequent
regulatory control period, then the distributionvwak service provider must
apply the price path of the subsequent regulatongrol period.

Estimating customers’ consumption and demand

Distribution network service providers must estienatonnection
applicant’'sconsumption, for use in the incremental revenleutation.

Distribution network service providers must estienatonnection
applicant’'speak demand or peak coincident demand for usal@ulation
the shared network augmentation charge.

Distribution network service providers’ consumptienmd demand estimates
contemplated in clauses 5.4.1 and 5.4.2 must barfidi reasonable, and be
based on an assessment ofdbenection applicant’'particular
circumstances.

a. The distribution network service provider may atemsider information
from existingconnection servicesith similar characteristics.

b. A distribution network service provider’s connectipolicy must provide
guidance on how it will estimatecannection applicant’'sonsumption
and demand.

A distribution network service provider’s connectipolicy must include an
approach whereby:

5

Which would escalate at CPI in nominal terms.
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5.4.5

5.5

5.5.1

5.5.2

a. If distribution network service provider anccannection applicanther
than a real estate developer, cannot reach agrée@emexppropriate
estimates of consumption and/or demand contempiatelduses 5.4.1
and 5.4.2, then a provisional estimate may be ohetexd and applied by
the distribution network service provider.

b. Subject to clause 5.4.4d, no later than three yafées the connection
works occur, a refund or additional charge is p&yatypaid by/ the
relevantconnection applicanibased on the actual consumption or
demand experienced over the period.

c. the additional charge or refund will be calculatésduming the actual
demand value determined had been applied for takdonnection life.

d. If the connection applicant becomes insolvent,eases to utilise the
property within three years, then the distributi@twork service
provider will not make a refund or require an aidaial charge based on
the actual demand or consumption.

Note: This clause is provides an alternativeeferring a dispute to the
Australian Energy Regulatory clause 5A.G of the NHBwever, this clause
does not prevent a customer from accessing nogfghe Australian Energy
Regulator of a dispute under clause 5A.G.

Distribution network service provides and real estievelopers may enter
into private agreements with similar effect to gda.4.4 of this guideline.

Note: The premises, to which connection servicesrade at the request of
real estate developer, would be likely to have gedrownership before an
addition payment or refund would occur and thusajgroach is unlikely to
have any effect for these customers.

Capital contributions for basic and standard
connection offers

If a distribution network service provider consisléinat allconnection
applicantsreceiving a particular basic or standard connaatifer have
substantially the sanmnnection serviceharacteristics, then the distribution
network service providers may apply a pre-deterohicegital contribution
charge to each connection applicant within thesclas

Note: distribution network service providers ar¢ ololiged to apply a pre-
calculated capital contribution to any or all clessf basic or standard
connection offers.

Distribution network service providers’ pre-caldgl charges under 5.5.1
must be approved by the Australian Energy Reguladéore they can be
applied.

a. The Australian Energy Regulator will approve a padculated capital
contribution charge if it is satisfied the charge;

b. limits cross subsidisation within the class; and

16
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c. is reflective of the average or typical capital ttdoution that would be
charged ta@onnection applicant&ithin the class, if the cost-revenue-test
was individually applied to eagtonnection applicants’ connection
service
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6.1.1

6.1.2

6.1.3

6.1.4

6.1.5

6.1.6

6.1.7

Extension pioneer scheme

Each distribution network service provider mustelep and publish on their
website a pioneer scheme to apply to network ekdrrassets.

Where aroriginal customeihas paid for specific extension assets, and a
subsequent customeonnects to these extension assets, the distibuti
network service provider must provide thrgginal customemwith a rebate:

a. A distribution network service provider must chasgésequent
customerghe amount determined by the pioneer scheme

b. The distribution network service provider must plag amount received
under clause 6.1.2a to tbaginal customer

A distribution network service provider's pioneeneme must take account
of the physical attribute (for example, lengthiak) of assets subsequent
customeruses of amriginal customer'sxtension assets, and the amount of
relative electricity demand used bga@bsequent customer

For the purpose of calculating the amount payatterafunded under the
pioneer scheme, the depreciated value of the asssstisbe used.

a. Extension assets should be depreciated over 28 ysarg straight line
deprecation for the purpose of the pioneer scheme.

The pioneer scheme will not be applicable whertaked amount paid from a
subsequent customtr the distribution network service provider isdeghan
$500.

When an independent service provider performs &mneion and the cost of
the extension is unknown to the relevant distrioutietwork service
provider, the distribution network service proviael establish the pioneer
scheme using an estimate of the amount it woule lcharged the pioneer
customer to perform the extension.

If a distribution network service provider builds extension asset to a
greater standard than required byoanection applicanpther than a real
estate developer, ttownnection applicantill only pay for the extension
necessary to its connection service and only thension necessary for the
connection applicanill be subject to a pioneer scheme.

18
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7.1.1

7.1.2

7.1.3

7.1.4

Embedded generation

Non-registered embedded generators are not elifpbie exemption from
paying augmentation costs under clause 5A.E.3(ay{d)so must contribute
to augmentation costs regardless of their size.

The capital contribution for non-registered embeligenerators that are also
load customers, will be calculated on both the ggien and load
components of theonnection serviceeparately.

a. Non-registered embedded generators will pay a adimmecharge on the
cost of connecting either its generation or logabcity, whichever
amount is greater.

b. The relevant load for the purposes of calculat@§N will be the gross
peak demand of the load, regardless of the embegktesrator’s
expected electricity output.

Non-registered embedded generators will not begetba unit rate for
shared network augmentation (based on the genermatigput), in accordance
with sections 5.2.6.

Non-registered embedded generators should papdordst of removing
specific network constraints, unless there is aatestrable net benefit to
other network users as determined by the distobutietwork service
provider.
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8.1.1

8.1.2

8.1.3

8.1.4

8.1.5

Real estate developers

Real estate developers are not eligible for thengst®n from paying
augmentation costs under clause 5A.E.3(c)(4) andusi contribute to
augmentation costs regardless of their size.

A real estate developer’s incremental revenue ateotplated in section 5.3
of this guideline is the estimated revenue thasaidution network service
provider is estimated to receive from all the ¢desnection servicesithin

a real estate development.

The assumed connection period will be calculatestzordance with
sections 5.3.2 and 5.3.3, having reference torttemded usage of the
development site.

A real estate developer is to be treated as aesougtomer for the purposes
of calculating a capital contribution under thisdgline.

In accordance with section 5A.E.1(c)(5) of the NIEE| estate developer’s
incremental cost (for inclusion in the cost-reveites) for augmentation
(both ICCS and ICSN) may include the costs of citvenection services and,
to any further extent that a prudent service prewidould consider
necessary, the cost of providing efficiently fordoast load growth.

Note: If a distribution network service providemsiders that it is prudent

to provide spare capacity in any extension asssd to connect a real estate
developer, it should enter into a pioneer schentle thie real estate
developer.
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9.11

9.1.2

9.1.3

9.14

9.15

Prepayments

A distribution network service provider may not u@g prepayments of
connection charges unless it develops and publishisconnection policy,
a policy regarding the calculation and chargingrepayments.

A distribution network service provider’s connectipolicy may require
prepayment of the full connection charge, unless:

a. Theconnection servicwill not occur for 3 months or more, after the
connection offer is accepted.

b. Theconnection servicean be easily segmented into distinct stages of
construction

If the connection will not occur for 3 months or ra@fter the connection
offer is accepted, the distribution network senpcevider’'s policy can
require prepayment of any sunk costs incurred whemmediately after,
the connection offer is accepted. The prepaymentincude but are not
limited to:

a. The costs of specialised or non standard assethwleed to be ordered
by the distribution network service provider in adee and would not
normally be required to perform a connection; and

b. Design and administration costs.

The balance of the connection charge not recoviereldwuse 9.1.3 of this
guideline, may be recovered by a distribution nekwaervice provider up to
one month prior to the connection work occurring.

For connection services requiring multiple distisi&tges of construction as
contemplated in clause 9.1.2b of this guideline,dtstribution network
service provider’s connection policy should allaw partial prepayment of
the connection charge, prior to each constructiages Each prepayment
should be reasonably reflective of the costs iretim each construction
stage.
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10 Security fees

10.1.1 A distribution network service provider may notuegg a security fee unless
it has developed and published, in its connectlity, a policy regarding
the calculation and charging of security fees.

10.1.2 A security fee scheme should be in the form ofezitm upfront payment, or
a bank guarantee.

10.1.3 A distribution network service provider’s securige scheme should make
the following provisions:

a.

If a distribution network service provider fairlp@ reasonably assesses
that there is a high risk that the distributionwak service provider may
not earn the estimated incremental revenue, treedigtribution network
service provider may require a security fee.

The amount of the security fee must not be grehgar the amount of the
incremental revenue which the distribution netwaskesses as high risk.

The security fee may not exceed the present vdltleeancremental
costs the distribution network service provider witur in undertaking
any relevant new works and augmentation.

Where the security fee has been provided as aonigfayment, the
distribution network service provider must rebdie $ecurity fee over
the period of the security fee scheme. A rebatet imeisllowed at least
once each calendar year, beginning after the cateyehr in which the
connection services are provided.

Where the security fee has been provided as aontgiayment, the
distribution network service provider must pay et on the security
fee, commensurate to the manner in which the dgdes is treated by
the distribution network service provider. Interegt not be payable on
security held in the form of a bank guarantee.

The security fee scheme should not result in te&idution network
service provider receiving more than the origirsireated revenue,
unless, the full security fee has been refundedadmode estimated
incremental revenue was realised in total ovep#reod.

Theconnection applicanshould be rebated an amount greater than the
security fee deposit plus interest from the disttidn network service
provider in total, over the security fee period.
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11 Treatment of augmentation assets

11.1.1 The net cost (the gross capital cost to the distinly network service
provider of performing a connection servioéusthe customeconnection
chargeg of anyconnection servicwill be included by the distribution
network service provider in its Regulatory Asses®a

11.1.2 Any assets gifted to a distribution network senpeevider by aconnection
applicant will not be included by the distribution netwas&rvice provider
in its Regulatory Asset Base.
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12 Definitions

Business CustomerA connection servicevhich is used for business purposes, not
including residential homes from which businessoisducted

Connection applicant—eonnection applicanteans an applicant forcannection
serviceof 1 of the following categories:

a. retail customer,

b. retailer or other person acting on behalf of ailretsstomer;

c. real estate developer.

Connection Charge-the total amount payable by the connection applitathe
DNSPs. This may consist of charges for alternatos@rol services or a capital
contribution for standard control services.

Connection service-means either or both of the following:

a. aservice relating to a new connection for premises
b. a service relating to @onnection alteratioror premises.

Extension—An augmentation that requires the connection mdwer line or facility
outside the present boundaries of the transmissiaistribution network owned,
controlled or operated by a Network Service Pravide

Original customer—the firstconnection applicanfor which an extension is required.

Peak Coincident Demand-A connection service’slectricity demand at times when
the network or relevant segment is experiencingnagimum demand

Peak demand-A connection service’'maximum electricity demand.
Residential CustomerA connection servicerhich is used for residential purposes

Shared Network Augmentatioa-Augmentation of a transmission or distribution
system to increase its capacity to transmit oribiste electricity (This is all
augmentations other than extensions).

Subsequent customerA-connection applicantother then theriginal customerfor
which connects to an extension subject to the gioseheme.
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