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1 Shortened Forms

ABN Australian Business Number

ACN Australian Company Number

AEMO Australian Energy Market Operator

AER Australian Energy Regulator

ACCC Australian Competition and Consumer Commission
ASIC Australian Securities and Investments Commission
DLF Distribution Loss Factor

Electricity Law National Electricity Law

NEL National Electricity Law

NER National Electricity Rules

NMI National Meter Identifier

NSP Network Service Provider

Public Register Public Register of Authorised Retailers and ExeBwglters
Retail Law National Energy Retail Law

Retail Rules National Energy Retail Rules



2 Dictionary

body corporate means a controlling body of a scheme constitutetbustate or
territory strata titles legislation, the memberswbiich are lot owners (or their
representatives), and includes an owners corporatibis not a body corporate for
the purposes of théorporations Act 200{Cwilth).

commencement date meanda date to be specified: Day Month 2012].

customer means a consumer of electricity for primary indgslomestic, commercial
or industrial use but does not include a wholesaeket customer who is registered
by AEMO as a Customer under Chapter 2 of the Nati&tectricity Rules.

disconnect, disconnection of premises means in the case of electricity ofhening of
a connection in order to prevent the flow of endgthe premises.

embedded network see private network.
energy means electricity.

energy Ombudsman scheme means a scheme associated with the energy
Ombudsman for the relevant state or territory @sgibed in the National Energy
Retail Regulations.

exempt network see private network.

large customer means a business customer who consumes energyiae$a
premises at or above the upper consumption thrésasldefined by the relevant
jurisdiction. If no threshold is defined, 100 megdishours per annum for electricity.

meter means any device (compliant with metrology requiats and Australian
standards) that measures the quantity of energgimqmaghrough it or records the
consumption of energy at the customer’s premises.

off-market energy generation means an energy generation option not requiree to b
registered with AEMO under clause 2.5.2 of the N applicable AEMO
guidelines.

Note: The category includes — but is not limitee~+t@mall scale diesel,
petrol, bio-fuel, gas (including coal-seam and othmethane sources), fuel
cells, thermal-electric, geothermal, solar (inclndiphotovoltaic), wind or
hydro generation and cogeneration and tri-genenaiiostallations.



on-market energy generation means an energy generation option required to be
registered with AEMO under clause 2.5.2 of the Nl applicable AEMO
guidelines. This category includes the four AEMQ@is&ration categories of
scheduled generation, non-scheduled generatioketgeneration and non-market
generation.

Note: The category includes — but is not limitee~+t@mall scale diesel,
petrol, bio-fuel, gas (including coal-seam and othmethane sources), fuel
cells, thermal-electric, geothermal, solar (inclndiphotovoltaic), wind or
hydro generation and cogeneration and tri-genenaiiostallations.

onselling means an arrangement where a person acquiresydrarga retailer
following which the person acquiring the energygrerson acting on their behalf
sells energy for use within the limits of premisemed, occupied or operated by the
person.

private network means any network connected to the National Eb#gtiMarket, or
an islanded network subject to regulation undeNagonal Electricity Rules,
supplying electrical energy to a third party, bat a transmission or distribution
network registered with AEMO.

residential customer means a customer who purchases energy princifoally
personal, household or domestic use at premises.

retailer means a person who is the holder of a retaildroaigiation for the purposes
of section 88 of the Retail Law.

small customer means a customer—
1. who is a residential customer, or

2. who is a business customer who consumes energisetdss premises below the
upper consumption threshold, as defined by thezaalkgurisdiction. If no
threshold is defined, 100 megawatt hours per anfoumlectricity.



3 Introduction

The Australian Energy Regulator (AER) is resporesfbl the economic regulation of
electricity networks in the national electricity reat (NEM). The AER is an
independent statutory authority that is part of Alustralian Competition and
Consumer Commission. It was formed under Part lliZXAheTrade Practices Act
1974(renamed th€ompetition and Consumer Act 2040 1 January 2011).

Under the National Electricity Rules (NER), anytgdhat engages in an electricity
transmission or distribution activity must either tegistered with the Australian
Energy Market Operator (AEMO) as a network serpaa/ider (NSP) or gain an
exemption from the requirement to be a register8e lifom the AER. To assist
applicants who may seek an exemption, the NER gesvihat the AER can issue a
guideline setting out the requirements to gainxanegtion. The AER inherited the
guidelines for NSP exemptions from the NationakcEleity Code Administrator in

the transfer of functions when the AER formed i020The guidelines have not been
updated since.

When adopted, the AER’s draft NSP Registration Exen Guideline (network
Guideline) will provide eligible classes of elecity transmission or distribution
activity with an exemption from the obligation te kegistered as an NSP with
AEMO.

The types of networks (known as private networkihis guideline) that are typically
covered by the network Guideline include situatiotere electricity supply is
incidental to the main purpose of a business, ssatetworks within caravan parks,
apartments, industrial parks and shopping cenites.granting of an exemption can
relieve an affected party of the requirement to glynwith the technical requirements
set out in Chapter 5 of the NER, and the obligatmprovide other network suppliers
and other registered participants in the NEM witbess to its network.

In June 2011, the AER released a consultation papeedraft network Guideline for
preliminary consultation. The AER received 23 sudBmans in response to the draft
proposal. This paper examines those submissionsetaadut the AER’s response to
the issues raised and discusses the amendmentsorthdeproposed network
Guideline. The alignment of this guideline with thER’s Exempt Selling
Guideline’s classes of exemption has been furthigmed.

The network Guideline is intended to provide aféelgparties with clarity and
certainty in the requirements for exemption. Thgpse of the proposed network
Guideline is to define the situations where an gxt@n is deemed, where an
exemption must be registered and where an exematiplication is required.

This draft decision and the attached draft netwauideline address the issues raised
in submissions to the first consultation paper @ptesent the second (and final)
round of consultation. When adopted, compliancé wie network Guideline will be
obligatory for all affected parties.

Further comments are invited before the AER mak@saadecision which will be
implemented by 1 July 2012 when the closely relatezmpt selling framework is
expected to commence operation under the Natioe@iR.aw.



4 Public consultation process

4.1  Consultation process to date

In June 2011, the AER released a draft network &und and accompanying
consultation paper in conjunction with the releakthe draft Exempt Selling
Guideline. While the consultation for each guideltakes place under a different
legislative framework, the AER decided to alignsh@rocesses to recognise that
there are a number of synergies in the applicaifdroth guidelines to networks and
to retail on-selling. The AER invited comments be hetwork Guideline and
consultation paper by 12 August 2011.

On 27 July 2011, the AER held a public forum fdevant stakeholders to discuss
network registration exemptions and retail exemgid he AER received 23
submissions from stakeholders in response to theuttation paper.

4.2 How to make a submission

This draft decision and the attached draft netwaukdeline have been published in
accordance with the consultation procedure setiodér clause 2.5.1(e) of the
National Electricity Rules (NER).

The AER invites comments on this draft decision dradt network Guideline.
Responses to this consultation will inform the depment of the final guideline.

Written submissions on this draft decision andtdnafwork Guideline are invited by
11 November 2011. Electronic submissions shoulsene to:
AERInquiry@aer.gov.au with the subject line ‘Subsidn to network exemption
guideline’ or by mail to:

General Manager

Network Operations and Development Branch
Australian Energy Regulator

GPO Box 520

Melbourne VIC 3001

PLEASE NOTE:

The AER prefers that all submissions be publiclgilable to facilitate an informed
and transparent consultative process. Submissidhtherefore be treated as public
documents unless otherwise requested, and willdse@ on the AER’s website
(www.aer.gov.aj

Parties wishing to submit confidential informatiare asked to:
- clearly identify the information that is subjexdtthe confidentiality claim

- provide a non-confidential version of the submaisgor publication, in addition to
the confidential one




The AER does not generally accept blanket claimsdafidentiality over the entirety
of the information provided. Such claims should Idtmade unless all information |s
truly regarded as confidential. The identified imh@tion should genuinely be of a
confidential nature and not otherwise publicly éafale. In addition to this, parties
must identify the specific documents or relevantgaf those documents which
contain confidential information. The AER does aotept documents or parts of
documents which are redacted or ‘blacked out’.

For further information regarding the AER’s use aligtlosure of information
provided to it, please refer to tA&eCCC—-AER information policy: the collection, use
and disclosure of informatignvhich is available on the AER website under
‘Publications’.

4.3  Next steps

In accordance with the consultation proceduressetinder clause 2.5.1(e) of the
NER, theAER anticipates finalising the network Guidelinefsbruary 2011.



5 Overview

5.1 Regulatory requirements for network service provides

Section 11(2) of the National Electricity Law (NE&jd clause 2.5.1(a) of the NER
state that a party ‘must not own, control or opeeatransmission or distribution
system that forms part of the interconnected trasson and distribution system
unless the person is registered as an NSP, oraimascdexemption from the
registration requirement.’

Under the NER, the AER is responsible for issuing eevoking NSP exemptions to
eligible classes of NSPs in the NEM jurisdictio@fause 2.5.1(d) of the NER
provides that, in accordance with the guidelinesesl by the AER, the AER may
exempt any person or class of persons who arerggtjto register as an NSP from the
registration requirement, or from compliance wihik technical standards set out in
Chapter 5 of the NER, subject to conditions the AteRms appropriate.

5.2  Purpose of the network Guideline

The AER recognises that there are many situatidresavthere is no practical purpose
served in applying the full requirements of the N&tid NER to private networks.
Under clause 2.5.1(d) of the NER, the AER is respma for administering
exemptions from the full registration requiremefotsprivate networks.

The purpose of this guideline is to define theatittns where an exemption is deemed
to exist, where an exemption may be registeredsimalified form and where an
application for individual exemption is required! NSP exemptions are subject to
conditions which must be observed to avoid the oiggenalties being applied.

The AER’s network Guideline does not apply to gasgmission or distribution.

5.3 Obijectives of the AER’s network Guideline

The first objective of the network Guideline ispgimvide administrative certainty to
private network owners and operators and servioeigers to private networks as to
the classes of deemed and registrable activitiesassociated conditions and the
process for seeking an individual exemption whes iequired.

A further objective of the network Guideline isdnsure that where onselling is
involved, the classes of exemption align with tixefpt Selling Guideline’s classes
of exemption to minimise the risk of regulatoryansistency and uncertainty.

The third objective is to ensure the regulatiopmfate networks is proportional to
the differing needs of residential customers, seukomers and large customers
respectively.

In applying these objectives the AER has adoptedreiple that the highest order of
regulatory oversight should relate to situationgkelthe bargaining power of affected
customers is weakest. Conversely, where well inéafparties with adequate
bargaining power and access to independent adsec@olved, regulatory oversight
may be reduced.



5.4 Distinction between the AER’s retail and network
guidelines

In addition to the AER’s role in regulating netwakemptions, the AER is taking on
a new role to regulate retail exemptions. UndeMhgonal Energy Retail Law
(Retail Law) and National Energy Retail Rules (RdRalles), the sale of energy to
customers requires a person to hold a retaileroaigtition, or have an exemption
from the requirement. The AER’s Exempt Selling Gliite sets out the new national
framework for retail onselling exemptionshe AER’s Exempt Selling Guideline is
available on the AER’s website at,
http://www.aer.gov.au/content/index.phtml/itemId7837.

A person seeking to transmit, distribute and elgittricity within a private network
will need to be covered by either a deemed or teie exemption from the AER for
both their transmission/distribution network adinand their retailing activity.

Generally, where an exemption applies to a netwoskl also apply with respect to
onselling. There are exceptions to this rule améise classes are applicable to
network exemptions alone. The AER has developedstw network specific
classes of exemption based on the network exengosionght from the AER.

As this draft Guideline is issued under the Natidlactricity Law it does not apply
to gas distribution or transmission.



6  AER response to submissions

Attached to this paper at attachment A is a ligudmissions and a detailed summary
of the issues raised is available as an Appendiis Jection notes the matters raised
in response to the questions asked in the June @0adultation Paper and sets out
the AER response. In sections 6 and 7 the changds o the AER’s draft network
Guideline are explained.

AER questions and responses

Q1. Do stakeholders support the AER's decisionitmadhe classes of exemption in
the network Guideline with the Exempt Selling Gliige?

Submissions

Most stakeholders supported the AER’s decisiorigm @ahe classes of exemption in
the network Guideline with the Exempt Selling Guie but Endeavour Energy did
not, submitting that the AER should adopt an apgtda each guideline based on
their individual jurisdictional regulatory requiremts. Seed Advisory submitted that
clarification is required in the network Guideliabout the alignment where different
parties may be involved in both onselling and opegaan exempt network.

AER consideration

The AER considers national consistency is imporgamg forward. Equally, the

AER is concerned to synchronise the retail ongghiind related network exemption
classes to minimise the risk of inconsistency. ABR'’s approach will encompass the
jurisdictional specific needs of Queensland. THetgaand technical regulatory
framework of each jurisdiction is not altered bigstguideline. In fact, this guideline
relies on those frameworks continuing. The AERaiss§ied that the approach should
continue.

The AER has separated the tables describing theusaclasses of activity eligible for
exemption into two broad categories — retail orisgland network activities — to
improve the distinction between these activitigishould address the concern
raised by Seed Advisory.

Q2. Are the classes of exemption clear and easifypreted?

Submissions

Some stakeholders believe that some classes ofpgxenshould be clarified.

SP AusNet suggested that Class NDO1 (deemed exampfi-market generation)
should be made clearer whilst Active Utilities sutbed that there should be a clear

reference to the rights, under the exemption, aigant who holds a relationship with
the exemption holder.
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AER consideration

Additional text has been added to clarify the atassf exemption and new classes
have been added. The Guideline has been amendttifg that a deemed
exemption will apply to a network owner, networkeagtor and any party or agent of
the owner or operator who has control of the networ

Q3. Are there any other network situations thdtedtalders consider would warrant a
separate exemption category?

Submissions

Several stakeholders comment that there are o#teork situations not covered by
the classes of exemption, such as:

I. shared sites serving the broadcast and commumsatidustry;

ii. developments meeting the characteristics of a projéering decentralised
energy;

li. gas embedded networks;

iv. a situation whereby a domestic/commercial custaroetracts for the sale of
the output of a small generator with an authorrediler different from the
retailer from which the customer is purchasing redremergy;

v. transfers of individual exemptions to another party

AER consideration
In response to these numbered points, the AER derssthat:

i. A separate class of network exemption should ajaptize broadcast and
communications industry. This has been insertemitim¢ draft network
Guideline as class NDO2. Note however, that the@ated onselling activity
must also conform to the Exempt Selling Guidelieguirements.

ii. Itis not clear to the AER that a project offerishgcentralised energy would not
be captured by the exemptions available in NDO1OWRNnd NRO2.

iii. The network Guideline is issued under the Nati&iacttricity Law and
therefore cannot encompass gas embedded networks.

iv. This is an on-selling issue and consequently taltside the scope of the
network Guideline.

v. Network exemptions are not transferrable; howether AER will include
transitional arrangements in the network Guideline.

11



A new class of deemed exemption (NDO5) is inclufiecklectric traction services.
The AER has received a number of applications xengtion from users of
electrified rail networks. These applications candée operation of a mix of
government owned and privately owned and operateghit and/or passenger
vehicles on a mix of government and privately ownetivorks. These arrangements
arise from a rigorously controlled transport enmirent and are subject to elaborate
commercial agreements. The need for exemptiorearlgl peripheral to the core
business activity and no risk is likely to ariseaofabuse of market power in these
situations. A rail operator could substitute a diengine rather than an electric
traction engine if agreement is not reached orstipply arrangements. Consequently,
the AER sees no obvious need for a continuingirotegulating these network
situations.

Two additional classes have been identified by&BE&: NRO3 — mining and primary
production and NRO4 — for industrial, commerciadl &mixed-use’ facilities. The

first new class is NRO3 for ongoing supply to majoning or primary production
projects in remote areas and for services to thecéted support communities. The
class is framed to permit supply to other unrelaetivities on a cost recovery basis
but does not require they be served. This actoki's not sit clearly in any existing or
planned exemption category — a new class is prapoSwer time the AER has
received a number of applications which relate &gpommining projects. The
conditions proposed are informed by the AER'’s etgpee of responding to such
applications. The AER has found that the netwoskiés in relation to such projects
are generally small compared to the broader jurismhal planning and environmental
considerations. Large mining projects have stroegntives to act as a good
corporate citizen and develop and maintain stretegionships with the network
service providers to whom they connect.

Another new class — NRO4 — is proposed for indatdtommercial and ‘mixed-

use’ facilities not including energy generation\dty and any activity listed in

table 3. A law firm acting for a data centre rebeapproached the AER. The firm

has identified a gap can exist between proposedetaNR1 and NR5 because of the
differing descriptions of the applicable party. €1&NRO4 closes that gap and ensures
that facilities serving a mix of small and largerouercial customers do not need to
make an application for individual exemption. Tisi®oth costly to the firm and is

not a good use of AER resources as the applicaianlikely to be refused if the

terms specified in class NRO4 are to be observed.

4. Do stakeholders agree that the general condiiog appropriate for exempt
networks?

Submissions

EWON and Active Utilities believe the general cdiadis are appropriate for exempt
networks. However, Ausgrid has extensive commemtsetering and safety
conditions, while SP AusNet believes the conditiaresnot appropriate in the case
where the exempt NSP and exempt on-seller arereliffg@arties. United Energy does
not support the approach that deemed exempt nedvdarkot need to comply with
AEMO and NEM requirements.

12



AER consideration

The scope of changes sought by a number of DNSRghsto strengthen the
framework for a private network to a level equivaleo a NEM registered distributor.
As such, the AER considers this is outside the safphe network Guideline. Policy
makers have determined that private networks cest axd that onselling within
private networks is permitted. Each jurisdictionimi@ns some form of industry
Code for distribution services. If jurisdictionadlcy makers had intended that these
Codes should apply within private networks the AgfRsiders that they would have
acted to do so before now.

5. Do stakeholders consider any further conditimméncluded in the general
conditions for exempt networks?

Submissions

Ausgrid believes further conditions (related to enetlg and safety) should be
included in the general conditions for exempt nekso

SP AusNet contends further conditions should blided to cover the full range and
level of services the exempt NSP must provide pigiclg:

» fault response

* maintenance of voltage levels

* new connections

» responsibility for life support customers

* meter reading arrangements

* smart meter services

Further, SP AusNet argues the general conditioasldhalso address the exempt
NSP’s interface with the local NSP/DNSP.

AER consideration

The AER believes that existing conditions relatiognetering and safety are
adequate. Existing jurisdictional frameworks conéno apply to safety matters.
Voltage drop is a matter addressed in Australiasigiestandards. Where access to
full retail competition is required for particulanstomers the metering arrangements
are required to meet AEMO requirements. However ABR has recognised that the
obligation to pass on information to the local DNSB&t a life support situation exists
within a network should apply to all private netk®r

0.6. & 7. Do stakeholders consider the criteriaréwocation are appropriate for
exempt networks? Do stakeholders consider the geapprocess (for revocation) fair
and reasonable?

Submissions
Ausgrid and Active Utilities believe the criteriarfrevocation of an exemption are

appropriate while AGL considers the lack of a peibdigister for all exempt networks
will make it difficult for the AER to monitor or k@ke network exemptions. Origin
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submitted that “material failure” should be amenttedimply “failure”. AGL, SP
AusNet and CitiPower think the Guideline shouldradd what will happen to the
customers of a revoked exempt network. Similarlyited Energy and VicUrban
further argue that, in the event that an exempsarvoked, the maintenance of
supply should be addressed.

AER consideration

The AER’s view is that it is necessary to strikeadance between practicality and
comprehensive compliance. The AER is seeking totais consistency with the
Exempt Selling Guideline which explicitly allowseataed exemptions in limited
circumstances. The AER considers the registragguairements it proposes are
consistent with this approach.

The AER agrees with Origin that “material failusiould be amended to a “failure”.

The AER has amended the network Guideline to expanahat will happen to
customers of a private network when an exemptioaveked. The AER agrees that it
is harsh on customers to be left with uncertaiagyarding whether they will continue
to receive supply due to the actions of anothetypd@ihe AER will, therefore, be open
to considering suitable transition arrangementaamtain supply to the customers of
a network when an exemption is revoked. The AERt#$rthat these situations will be
rare events, but, where a private network is fonlole operating inappropriately the
AER will not hesitate to enforce the terms of tipplacable exemption.

0.8. The AER considers common standards for theracg of metering will benefit
consumers. Do stakeholders agree with this appfoach

Submissions

Most stakeholders support the network Guidelinpjsraach to metering standards
but Active Utilities argues that requiring a regigtd meter provider as the only option
in installing meters will add to costs to consunsreh as in retirement villages.

AER consideration

A private network operator will only be requiredappoint an accredited metering
service provider where customers have accesslteefall competition. These
requirements are directly related to customersivegesupply from a NEM

registered retailer, not from the private netwark@ier. Customers receiving supply
from a registered retailer are settled throughntlagket settlement system operated by
AEMO. The requirements of AEMO for accurate dawwaell defined in its

published metrology procedures and the AER seesojpe to vary this requirement.

14



0Q.9. The AER considers that electricity should lm®treated to any other service or
product with regard to metering. Do stakeholderg@agvith this approach?

Submissions

None of the submitters objected to the AER’s apgnda individual metering
conditions.

0Q.10. The observance of safety standards is eak@mtconsumers to have
confidence in exempt networks. Do stakeholdersidenshe AER’s condition will
achieve this objective?

Submissions

On conditions for safety standards, Ausgrid extexigidiscussed that the network
Guideline should:

» clarify the conditions in light of jurisdictionaégulation (i.e. in NSW)

« clarify the authority of the AER versus the Dirae@eneral of the NSW
Department of Trade and Investment, Regional ltrnature and Services
(under theElectricity Supply (Safety and Network ManagemBegjulation
2008(NSW))

» clarify the classification of embedded networks emitheElectricity
(Consumer Safety) Act 200MSW) which refers to “electrical installations”

« clarify the respective obligations of the embeddetivork and the DNSP in
regard to disconnection, or refusal to connect,tdusafety issues

» clarify which industry code or guideline would cowxempt or embedded
networks in NSW in light of the NSW Service andtétisition Rules and the
Electricity (Consumer Safety) Act 200dSW)

» clarify how the AER can enforce the conditions afety

» clarify the obligations of exempt networks in redjéw inspecting electrical
installations

United Energy and CitiPower also comment that tB&RAhould work with the
jurisdictions to clarify safety and technical cammiis. SP AusNet made similar
comments.

AER consideration

Jurisdictional regulations apply to private netwsodder Jurisdictional legislation.
The NER and the proposed network Guideline do het that fact. As noted earlier,
this Guideline relies on that framework continuifipe relevant jurisdictional
technical safety bodies will continue to have atitiioThe draft Guideline has been
amended to expand on this aspect.

The rationale behind incorporating a referenceafety standards in the AER’s
conditions for exemption is to emphasise that gageparamount and that
jurisdictional safety requirements will continueapply regardless of whether a
private network is exempt or not.

15



The AER notes that in some jurisdictions some magach as the existence of
‘Service and Installation Rules’ are not backedbsisdictional legislation nor by
regulations. Rather, these are working guidelifee@network companies. As such,
there is no legal authority to enforce the appitcabf these Codes on private
networks. In any event, even if the AER has sudfitipower to do so, before the AER
could consider whether to impose design restristmm private networks as a
condition of exemption it would be necessary fa& &ER to undertake a regulatory
impact assessment. That is a process outside ¢pe &€ this consultation and the
conduct of such a process would severely delaintpéementation of this guideline.

Q.11. As requlatory gaps can arise when relatadies$ are authorised under
different legislation the AER considers that thigss-over condition will minimise
the prospect of a gap arising in the retail onsglframework. Do stakeholders
consider the AER’s condition will be sufficient fthris purpose?

Submissions

None of the submitters objected to separate exemppplications for the network
and for retail onselling.

0Q.12. Do stakeholders have any suggestions whichdamprove this condition?

Submissions

In regard to dispute resolution procedures, akedtalders support this condition
being imposed on exempt networks. However, AGL @ndin submit that dispute
resolution should be funded by the exempt netwanrdnot cross-subsidised by
authorised networks and retailers. Active Utilitsegomits that the Guideline should
specify the minimum standard for dispute resoluiod that a printed reference
document should be handed out to the exempt nesvoukstomers.

Jemena, CitiPower and VicUrban sought further gutdaand clarification on how an
embedded network can operate dispute resolutiacedwoes and whether these need
to be approved by the AER.

AER consideration

The AER does not require that private networksuigext to Ombudsman schemes.
Rather, it only recognises that such schemes reprréise state of the art for dispute
resolution in the energy sector. Therefore, wer®arbudsman to accept private
network issues for consideration, the AER wouldaiisfied that the dispute
resolution arrangements were appropriate. The AgtBes in principle with AGL and
Origin but notes that the fee structure of the Odslonan scheme is not administered
by the AER. Therefore, the access of private nétavtos Ombudsman schemes and
the incidence of fees are outside the scope ottmsultation. It is a matter that needs
to be resolved in each jurisdiction. Where accesstOmbudsman scheme is not
available the AER expects the alternatives provigiethe private operator to meet
the characteristics specified in the network Guinel
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0.13. Do stakeholders consider aggreqgation shailoebmitted in exempt networks?
If so, why? Or why not?

Submissions

Stakeholders consider that aggregation should britied in exempt networks, with
some qualifications. Origin submits that embedd@ehpe networks should not be
allowed in their onselling arrangements to be enged retailer across multiple
embedded network sites; within a single networkgi@y Network Energy Services
and WIN Energy all consider aggregation acceptaklsgrid thinks the Guideline
should also provide for disaggregation (aside feggregation). United Energy and
CitiPower question whether this condition shouldrmuded, as aggregate billing
should be a matter between the exempt customethanzhseller. AEMO sought
clarification of the scope of aggregation acrosstiple sites.

AER consideration

The rationale behind the inclusion of this claation is to remove any doubt that
aggregate billing is permitted where it is soughthe customer and the onseller, both
of whom are private entities operating within omenmre private networks. Were the
AER to delete this statement from the guidelineatrangement would remain
permissible. Aggregate billing is not a requiremeinthe network Guideline and
continues to be a matter to be negotiated betweenustomer and the onseller.
Whether aggregation can be achieved or not willaiemontingent on the metering
arrangements being suitable and the will existingriplement aggregation. This
permission does not mean that AEMO or any other NfaMicipant is required to
modify their systems to give effect to what iseattll, a private settlement
arrangement.

It is unclear to the AER what is meant by ‘disaggteon’ and why this should be
specifically provided for in the network Guidelirfeurther consultation may clarify
this point.

0.14. Do stakeholders consider the proposed ratimtrarrangements are clear and
the information requirements to be sufficient?

Submissions

In regard to registration arrangements and infoilonatequirements AGL, Ergon
Energy, Origin Energy and SP AusNet express conegmthe absence of a
requirement for a Public Register of all exemptwoeks. They argue that this would
likely lead to the following:
* alack of market transparency (on types and nummbeetworks)
* inability of the AER to monitor exempt networks agnforce their compliance
with the Guideline
» ownership/control of exempt networks can be changéuwbut the knowledge
of the AER
* lack of the exempt network owner’s awareness df thregoing
responsibilities
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* small exempt networks, without visibility and sutlance, are likely to take
regulatory shortcuts

Stakeholders believe an online process for netwiarksgister and periodically
update their information would not be a burdensoageilatory requirement.

United Energy and CitiPower consider that the psaplaregistration arrangements
should be made clearer, and that deemed exemporkstahould register details with
the AER.

AER consideration

When formulating the Exempt Selling Guideline, @sithe intent of policymakers to
draw a boundary with respect to when registratsmi is not, required. In aligning
with the Exempt Selling Guideline, the AER is seekio respect the intent of
policymakers as reflected in the Retail Law.

0.15. Do stakeholders agree with the AER’s metecomditions for exempt
networks?

Submissions

AEMO, Origin, Active Utilities, Energy Response aBB AusNet agree with the
metering conditions, but Ausgrid and SP AusNet gsexeral comments.

Ausgrid submits that:
» it agrees with individual metering
» the Guideline should be clearer about the meteriliggations and non-
obligations of transmission networks and local NSPs
e the Guideline should be aligned with the requirets@h current regulatory
arrangements such as the NER, AEMO and the NatMeakurement Act

SP AusNet submits that:
» the Guideline should be aligned with the requiretmeh current regulatory
arrangements such as the National Measurementh&cY/ictorian Service
and Installation Rules, and the AEMO Embedded Netv&uideline.

CitiPower believes that metering requirements sthook be limited to new
installations but should be required for all netkgorBoth Ausgrid and SP AusNet
submit that the Guideline should address the chsmall generators installed on an
embedded network.

AER consideration

The AER has amended the draft Guideline to furthemify the metering obligations
of transmission networks and local NSPs. The drgftias been amended slightly to
clarify that the metering obligations are subjectite National Measurement Act
which is administered by the National Measuremastitute. The AER is otherwise
of the view that the network Guideline is aligneithvwthe requirements of current
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regulatory arrangements. The role of Jurisdictisaglirements was discussed in
response to Q.5 and the same consideration apyres

The June 2011 draft Guideline proposed to grandfahkisting metering situations.
Some of the comments received opposed this apprdaehAER notes that requiring
metering changes in all existing networks may besdly and impractical situation in
many buildings and may not be in the best interafsssnall consumers. In the
absence of cost-benefit analysis to demonstraemafib from changing this position
the AER believes the draft proposal should starmvéver, the AER agrees with

SP AusNet that the grandfathering should be lirtketitie terms of a decision yet to
be made by the National Measurement Institute.

The AER is of the view that the network Guidelirdeligesses the case of small
generators installed on a private network.

0.16. Do stakeholders consider the conditionsahmagpplicable to energy generation
appropriate?

Submissions

Energy Response disagrees with the condition tifieharket energy generation
should be metered. Network Energy Services raisgenng and other equity issues
with access to solar PV premium feed-in tariffs.

AER consideration

The AER must apply the requirements of the NEMIte@nected private networks
at the point of connection. Many small generatootably solar PV systems, exist
which are connected to household networks. Thesenatered at the switchboard by
an export meter or by a bi-directional meter. AfeR considers that this is the
minimum standard that must apply to any privatevodt. The drafting has been
amended to clarify the intention to permit simgldfimetering for smaller generator
installations.

The AER notes that the access issue for solar Bdllations is beyond the scope of
this guideline. Wording has been added to the @afteline to forewarn that
installations within a private network may not hageess to such schemes.

Q.17. Do stakeholders have any comments on ele@hicles or electric charging
stations, and the conditions to be applied to them?

Submissions

AGL, Origin, Ausgrid and CitiPower submitted th&¢aric vehicles or electric
charging stations should not be included in thevogt Guideline, or should not have
a separate class of exemption.

AGL submitted that it is not convinced that it wdide appropriate to have electric

vehicle charging stations connected within an exgstetwork captured as part of the
exempt network regime.
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Origin considers that the service of rechargingdnegs is not a function of the
National Electricity Market and therefore should he covered in the guideline.

Ausgrid queries how this class of exemption woutdknand whether a separate
category for electric vehicles is warranted. Auggpuiestions whether electric
vehicles should be treated as any other load coeehéc an embedded network.

CitiPower submits that electric vehicle chargingfisins that have downstream
metering should be treated in the same mannerilasnoltering installations within
embedded networks.

AER consideration

The AER believes it is appropriate to include aslaf exemption for electric vehicle
charging stations. Recently the AER was approablyeaidistributor to seek
clarification of the status of a private networlkwhich the DNSP was installing a trial
installation. This demonstrates that without a gpmeexemption class, DNSPs and
others involved in trials may be frustrated by ldek of a suitable exemption class
and exposed to unnecessary regulation. Where gingdacility connects to a DNSP
it is an ordinary load and therefore falls outditge guideline. However, in carparks,
shopping centres and hotels it may be cheapehécharger to be installed as a load
within the private network. This is what is intedde be permitted under the
Guideline. Even if the category did not exist iprebable the activity would fall
under another exemption class dealing with onggetlinsmall or large customers.
This class removes all doubt.

0.18. Do stakeholders consider the AER’s approathe application of distribution
loss factors to exempt networks to be appropriate?

Submissions

All stakeholders support the AER approach to th@iegtion of DLFs; however,
Ausgrid and SP AusNet submit that the Guidelinauthbe clearer about:
* the NER requirement on embedded networks relatimmatent and child
meters
» the Guideline’s inconsistency with the structurdafs in SP AusNet and
other Victorian networks

AER consideration

The AER is of the view that the NER requiremenporate networks relating to
parent and child meters should be as set out iantended network Guideline. The
AER'’s intention is that DLFs apply within a privatetwork in the same manner as
they would if the local DNSP were serving the ptevaetwork. It is intended that the
network Guideline should be consistent with thacttire of DLFs in DNSP
networks. The AER has considered whether privatearé& operators should
calculate annual DLFs within private networks bas ldetermined that the cost of
doing so is generally not warranted. DLFs mustdleutated in accordance with a
suitable methodology and approved by the AER. TR® &xpects that a DLF
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methodology for private networks would reflect tbendition. It is rarely the case
that individual meters have a site specific logtda However, the network Guideline
would enable even those situations in private neksvto qualify for a site specific
loss factor.

0.19. Do stakeholders have any comments in reléadidne AER’s approach to
external and internal network charges?

Submissions

Active Utilities disagrees with the Guideline’s graion that internal network charges
are disallowed or discouraged, because embeddenksthave legitimate costs to
recover. Active Ultilities suggests a change to Gaé&roup B.

CitiPower also questions why internal network clearghould be disallowed.
Submissions from Colonial First State, Network Epye8ervices the Shopping Centre
Council and WIN Energy all raised issues with tiféadilty in apportioning external
network charges if the draft provision is interpaeharrowly. A repeated theme was
the AER should consider allowing shadow pricingia®ption to address this issue.

AER consideration

It was not intended that the draft provision oreexal network charges be read
narrowly but the AER acknowledges that the drafshguld be clarified to address
this outcome. Additional text has been added togeise that a precise pass through
of external network charges is difficult. An altative as suggested by a number of
submissions was that ‘shadow pricing’ — wherebydhstomer is exposed to a
charge no greater than the charge which would beee levied were they directly
connected to the local DNSP — has been adoptedAEReunderstands that this
approach has been in general use in a numberisdictions to address the identified
difficulty.

Private networks are implicitly able to accept r@mnections on a full cost recovery
basis but may not make a return on past investimeniay of a ‘tariff’ without an
express determination of the AER.

The provision of network services is regulated bseacustomers connected to the
network may have no other choice than to pay ageharo matter how fair or unfair
that charge may be if levied by a private party.éé¢hno add-on charges are levied
the AER has no need to review the charge. Thisadasis of Charge Group B.

But where a charge is to be made, then the AER deistmine what, if any, charge
should apply. It would need to be satisfied that¢harge results in an efficient price
outcome for the affected consumer and this invoévesbstantial investigation and
consultation process. What a network proprietowsias ‘legitimate costs’ may
represent unreasonable or inflated managementtaebear no relationship to the
services provided to customers. The AER is unlikkelgllow such charges without
strong evidence that the charge is strongly relaiedbenefit to customers.
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It remains open to an applicant to apply for aatawn of a condition if they believe
that the defined pricing arrangements should nplyap them. The AER will
consider the individual application and decide wiket variation of the condition is
appropriate.

0.20. Do stakeholders have any comments in relédidne AER’s approach to
Charge Groups outlined in the network Guideline?

Submissions

Origin submits that the drafting of this sectioreds more clarity. Ausgrid queries
Charge Group E because private parties shouldfb@dee with their commercial
arrangements. Network Energy Services also exptessecern with the effect of

Charge Group E on retirement and other communiggthaolar PV schemes.

AER consideration

This charge group has possibly been misundersidoalintent of Charge Group E is
on one hand to prevent a rogue private networkatpepocketing a benefit that
rightly belongs to the embedded generator butherother, to allow the parties to
manage their own commercial arrangements. The elgraup does not prevent the
generator from reassigning its rights if it wisheslo so. The embedded generator
may enter into an arrangement to surrender thésga= if they so wish. The text has
been expanded to address these comments.

0Q.21. Should any other charge groups be permitygddbAER? If so, why?

Submissions
There were no submissions on this point.

0Q.22. Do stakeholders have any comments in reléidne requirements for
registration or application for an individual exeiop?

Submissions

Active Utilities and SP AusNet submit that the ralghority of an Agent and the
requirements for an individual exemption lack diari

AER consideration

The requirement for an exemption applies to anyaine@ owns, operates or controls a
private network. To the extent an agent either ajgsror controls a private network
they must be registeres well aghe network owner. The AER will hold the network
owner(s) accountable for the observance of theitiond attached to a network
exemption, as well as any appointed agent who tggewa controls the network on
behalf of the owner(s).
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0.23. Are there any other matters the AER has osidered in this draft network
Guideline which stakeholders believe should be eskird?

Submissions

Ausgrid and SP AusNet submitted that the networld€ine should be amended to
provide:
» greater clarity about the embedded generator'®twark’s connections with
the DNSP;
» greater clarity about the definition of ‘embedaedwork’; and
» consistency in approach and terminology with NER jamisdictional
legislation.

SP AusNet also suggested that the network Guidshneld be amended to be
consistent with jurisdictional licence exemptions.

Seed Advisory submitted that the network Guidetiheuld clarify the meaning of
“owned, operated or controlled” in relation to ankedded network.

CitiPower submitted that the terms ‘exempt netwankd ‘embedded network’ have
different meanings and should not be used inteigéaioly.

WINenergy raises several practical issues withimgrdegrees of cooperation or
resistance to private networks from DNSPs.

VicUrban raised potential issues with subsequeahghs to the ownership structure
of district scale networks.

AER consideration

Additional text has been added to clarify some eispef generator technical safety
requirements and metering arrangements.

Jurisdictional legislation and regulation existrageide the NEM framework which is

the Law of every participating jurisdiction. Thiseans both must co-exist. The AER

Guideline recognises this situation. However, giagsonal licence exemptions do not
exist universally across the jurisdictions partitipg in the NEM. Therefore the AER
cannot seek to impose the jurisdiction specifiosmions of Victoria across the other

states though a Guideline.

In the amended Guideline the AER has adopted the ‘tgivate network’ in most
instances to avoid the clash with the differing okthe terms ‘embedded’ and
‘exempt’ networks.

The phrase ‘owned, operated or controlled’ is coethin the National Electricity
Law and in the National Electricity Rules. As weitt the term has its ordinary
meaning as derived from reputable dictionaries. ABR considers the term to be
comprehensive and easily understood but individizalisig any remaining
uncertainty should consult their legal adviser.
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The AER is aware the concerns raised by WINenexgst.ePolicy makers clearly
intend that private networks can exist but thay tsteould be subject to an appropriate
degree of regulation. The reported claim that SBIN&Ps ‘make the rules’ appears
unlikely to be true in practice. The AER is not agvaf any power of DNSPs to
determine rules under the National Electricity LdWwat power lies with the
Australian Energy Markets Commission. The AER’sd&line concerns the
conditions under which the AER will consider a pit& network to fall within the
approved framework. As such, it does not imposeabbns on any party except the
private network owner, operator and any agents eotitrol over aspects of the
operation of the network.

The AER cannot address VicUrban’s potential issbesugh this Guideline alone. To
the extent network exemptions are required to sdpjsirict scale networks the
Guideline will establish mechanisms for exemptioté obtained where appropriate.
The AER considers it likely that the draft Guideliwill enable such developments to
proceed with minimal regulatory burden.

Most, if not all of the activity VicUrban describesll be likely to fall into the
registrable exemption categories of the draft GindeTo the extent that specific
conditions of exemption need to be addressed fmesdevelopments, the option of
individual exemptions will be available to the dger.

Regarding the future sale of such developmentsAER has flagged its intention that
there will be transitional arrangements that watmit approved network activities to
continue, except where the AER has found a pressed to revoke or modify an
exemption. It is likely that the scenarios surrangdnnovative district scale
developments will test these provisions at a ldsge. The AER will work with bodies
such as VicUrban to resolve these issues as tiwgyiarfuture developments.
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7 The AER'’s revised network Guideline

This section describes the changes made to the2Diriedraft network Guideline in
response to consultation and the AER’s considaratitiscussed in section 6.

As is the case in the AER’s Exempt Selling Guidelithe three broad classes of
exemption defined in the network Guideline contitmée deemed exemptions,
registrable exemptions and individual exemptioresbé&tter distinguish between the
retail onselling related activity classes and teevwork specific categories the
previous tables have been split. New activity @dadsave been added to reflect
additional situations identified by the AER sinbe initial draft network Guideline
was framed.

Amendments to the classes of exemption, the agedatanditions and the proposed
application process are discussed in turn in theviing sections.

7.1  Eligible classes of exemptions

The three classes of exemption defined in the m&t@aiideline continue to be
deemed exemptions, registrable exemptions andithdiVexemptions.

A deemed exemptiorapplies automatically to a private network. Nolagion for
exemption to the AER is required, and a privatevoet covered by a deemed
exemption does not need to register their actwitvéh the AER. Typically, deemed
exemptions will apply to small networks within ceaa parks, office buildings,
flats/apartments, units, industrial parks and shappentres.

Table 1 of the network Guideline has been adjuttedign with the final decision in
the Exempt Selling Guideline. Further, the netw@tkdeline now nominates
Attachment 1 of the Exempt Selling Guideline asréference source for each class
of deemed exemption when onselling is involved.

Table 2 now describes the network specific clas$estivity. Two new classes have
been added. One new class is NDO2 for shared basadnd communication
facilities. This activity does not sit clearly inyaexisting or planned exemption
category — a new class is proposed. Similarly AR® has over time received a
number of applications which relate to the operatbrail networks. A new class
NDOS5 is proposed for electric traction services.

In each of these situations the parties involvedi&ely to be substantial corporations
or government agencies which have equivalent bairggapower and powerful
incentives to behave responsibly. The AER doesonsider either class requires
additional oversight by the AER. The classes haanlrenumbered to allow
activities with similar attached conditions to bbewped.

Q1: Arethe new deemed classes of exemption (NDO2 and NDO5) clear and easily
interpreted?
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Table 1 — Deemed classes of exemption — energy dlivsg

Class Activity Deemed exemption applicable to:
ND1 Bodies corporate or owners’ corporations that Current and future onsellers
pass on the cost of (metered or unmetered)
energy for common areas through body
corporate fees
ND2 Metered energy onselling by residential Current onsellers and onsellers who
landlords or lessors operating under commence operation prior to
jurisdictional residential tenancy to less than 1 January 2015
20 residences
ND3 Metered energy onselling to short term residentSurrent onsellers and onsellers who
in holiday accommodation commence operation prior to
1 January 2015
ND4 Metered energy onselling in residential Current onsellers and onsellers who
situations not covered under jurisdictional commence operation prior to
residential tenancy legislation 1 January 2015
ND5 There is no class ND5 — the equivalent retail Not applicable
guideline class applies only to gas onselling
ND6 Unmetered electricity onselling in Queensland Current onsellers and onsellers who
to small customers. commence operation prior to
1 January 2015
ND7 Landlords or lessors passing on common area Current and future onsellers
energy costs to premises in commercial
developments
ND8 Exemption for persons engaged in the onsellin@urrent and future onsellers
of energy to a related company
Notes: Classes of exemption labelled ‘ND_' arewmk deemed’ classes. Classes ND1 though ND8

are aligned to the Exempt Selling Guideline. Thivag description and application criteria
in this table are indicative only. Applicants shibuéfer to Attachment 1 of the Exempt Selling
Guideline to determine eligibility for a deemed exgion.
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Table 2 — Deemed classes of exemption — other stioas

Class Activity Deemed exemption applicable to:

NDO1* Off-market energy generation by equipment  Energy generation installations not
owned, operated or controlled by a third-party intended to supply network support or
and connected to the NEM via a private demand management services to the
electricity connection NEM

NDO2 Shared sites for the purposes of broadcasting Current and future facilities
and/or communications

NDOZ Electric vehicle charging station within an Current and future facilities subject to
embedded network an agreed commercial arrangement
Temporary supply for the construction and Incidental supply at cost to facilitate
commissioning phase of building, civil, bona fide construction and

NDO4 o ) L S -
construction industrial, transport, mining or commissioning of new facilities on the
other projects same or an adjoining site

NDO5 Electric traction systems supplying passenger @urrent and future facilities

freight vehicles

Note: Classes of exemption labelled ‘NDO _’ arewwrk deemed other’ classes, and have no
equivalent class in the Exempt Selling Guidelinggigility for a network deemed exemption
is set out in this table.

A registrable exemptiondoes not require a decision by the AER, but infaron
must be provided as part of the registration precéke required information is set
out in section 11, Part C of the network Guidelifilee activities which are covered
by registrable exemptions are now set out in TaBlasd 4, subject to the conditions
detailed in Part B of the network Guideline foriamber of network activities, both
during and after a transition period.

Table 3 of the network Guideline has been adjuttedign with the final decision in
the Exempt Selling Guideline. Further, the netw@tkdeline now nominates
Attachment 2 of the Exempt Selling Guideline asréference source for each class
of registrable exemption when onselling is involvAdditional text has been added
to class NRO2 to clarify when a generation instaiaalso requires registration with
AEMO.

Table 4 now describes the network specific reditralasses of activity. Two new
classes have been added.

! This category applies only to the network to vihice generator is connected. Generator registratio
and exemptions are handled by AEMO.
2 Note that no exemption is required if the chagdrility is directly connected to a distributor.
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Table 3 — Registrable classes of exemption — energyselling

Class Activity Registrable exemption Application fo
individual exemption

NR1 Metered energy onselling by  Registrable for current Required for those who
commercial/ retail landlords or onsellers and those who commence onselling on or
lessors to small customers. commence onselling before  after 1 January 2015

1 January 2015

NR2 Metered energy onsellingto  Registrable for current Required for those who
residents where the relationshiponsellers and those who commence onselling on or
with the person is governed by commence onselling before after 1 January 2015
state or territory body corporate 1 January 2015

legislation.

NR3 Retirement villages operating Registrable for onsellers Required for those who
under state or territory commencing onselling before commence onselling on or
retirement village legislation 1 January 2015 after 1 January 2015

and onselling metered energy.

NR4 Metered energy onselling in Registrable for currentand  Only where exempt seller
caravan parks, residential parksfuture onsellers believes conditions of
and manufactured home estates exemption are not
to residents who principally appropriate for their
reside there. situation

NR5 Metered energy onsellingto  Registrable for current and  Only where exempt seller
large customers. future onsellers believes conditions of

exemption are not
appropriate for their
situation

Note: Classes of exemption labelled ‘NR_’ are Waak registrable’ classes. Classes NR1 to NR5
are aligned to the Exempt Selling Guideline. Thivag description and application criteria
in this table are indicative only. Applicants shibtéfer to Attachment 2 of the Exempt Selling
Guideline to determine eligibility for a registraldxemption.

One new class is NROS3 for ongoing supply to majorimg or primary production
projects in remote areas and for services to thecéted support communities. The
class is framed to permit supply to other unrelaetivities on a cost recovery basis
but does not require they be served. This actoki's not sit clearly in any existing or
planned exemption category — a new class is prapoSwer time the AER has
received a number of applications which relate &gpommining projects. The
conditions proposed are informed by the AER'’s etgpee of responding to such
applications.

A new class NRO4 is proposed for industrial, conma¢iand ‘mixed-use’ facilities

not including energy generation activity and antyvay listed in Table 3. A law firm
acting for a data centre has identified a gap c#t between classes NR1 and NR5
because of the differing descriptions of the apflie party. This class closes that gap
and ensures that facilities serving a mix of sraall large commercial customers do
not need to make an application for individual egéon.
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Table 4 — Registrable classes of exemption — oth&tuations

Class Activity Registrable exemption Application fo
individual exemption

NROZF  Off-market energy generation Energy generation Only where exempt party
by equipment owned, operated installations intended to believes conditions of
or controlled by a third-party  supply network support or exemption are not
and connected to the NEM via adlemand management servicesappropriate for their
private electricity connection  to the NEM situation

NROZ  On-market energy generation Energy generation Only where exempt party
by equipment owned, operated installations required to be believes conditions of
or controlled by a third-party  registered with AEMO under exemption are not
and connected to the NEM via aclause 2.5.2 of the NER appropriate for their
private electricity connection situation

NRO3  Ongoing supply to a mining or All bona fide installations, Only where exempt party

primary production facility and subject to demonstrable believes conditions of
associated residential, circumstances of remoteness exemption are not
commercial, industrial, from existing NEM supply appropriate for their
processing and ancillary infrastructure situation

support facilitie3in areas with
restricted access to NEM supply

NRO4  Industrial, commercial and All installations Only where exempt party
‘mixed-use’ facilities but not believes conditions of
including energy generation exemption are not
activity and any activity listed appropriate for their
in table 3. situation

Note: Classes of exemption labelled ‘NRO_’ areéwwek registrableother’ classes, and have no
equivalent class in the Exempt Selling Guidelinggihility for a network registrable
exemption is set out in this table.

Q2: Arethe new registrable classes of exemption (NRO3 and NRO4) clear and
easily interpreted?

An individual exemption may be granted by application to the AER on a-tgse
case basis for private networks that do not mesettiteria for a deemed or registrable
exemption or when no class exists which coverattiwities for which the applicant
seeks exemption.

Class NRI in Table 5 refers to network exemptiguecsic to the circumstances of
the applicant. This will apply in circumstances whan applicant is unable to

This category applies only to the network to whioh generator is connected. Generator registration
and exemptions are administered by AEMO.

This category applies only to the network to vilhice generator is connected. Generator registratio
and exemptions are administered by AEMO.

Ancillary support facilities is intended to bedrpreted broadly to encompass a range of sundry
activities including local tourism, communicatidrgalth, public safety and emergency services.
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conform to all of the conditions applicable to arlevant class of registrable
exemption or where no class exists which coverathigities for which the applicant
seeks exemption.

Table 5 — Individual network exemption class

Class Activity Registrable exemption Application fe individual
exemption
NRI Specific exemption of a All approved applications Detailed application reegd
network not otherwise
described

Tables 1 and 3 each note that in 2015 the AERmaNe to individual exemptions for
retail on-selling. Additional text has been incldde clarify the approach the AER
will take to the network component of this trarsiti

The AER will, prior to the planned 2015 transitidate, review the conditions set out
in section 2 of the network Guideline applicabl&tble 1 and in section 3 applicable
to Table 3 to determine whether those conditiomaikhcontinue to apply in their
current or a modified form to the network componangimilar retail on-selling
activities.

The AER’s intention will be to predefine the netw@lement of the conditions to
apply to each class of retail on-selling activibsp- 1 January 2015. The AER does
not propose requiring a detailed application falividual exemption as set out in
Part C for network activities linked to retail oeHshg post - 2015, except where a
variation of conditions is sought.

7.2  Imposing conditions on exempt network service proders

As noted in the June 2011 Consultation Paper,secti3(3) and 13(4) of the NEL
and clause 2.5.1(d) of the NER provide that the A&y exempt a party from the
requirement to register as an NSP subject to ‘¢cmmdi as the AER considers
appropriate.” This power is quite broad. A conditan require an affected party to
meet an obligation that would apply to a registé¥&P under the NER. A private
network owner or operator must comply with all cibieds imposed, and the AER
may deal with a breach of a condition as if it waigreach of the NER. The AER can
vary or revoke any condition it has placed on aenapt party.

In revising the conditions associated with the meknGuideline, the AER has taken
into account a number of issues raised duringuine 2011 round of consultation in
regard to technical issues, jurisdictional requeats, life support, metering accuracy,
pricing and settlements and transfers. The AERalsstaken into account recent
experience in administering network exemptionse AER proposes to make the
revised conditions in relation to the areas seiro®art B of the network Guideline.
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In amending the draft network Guideline the AER magle the following changes:

General Conditions (section 5)

i. Reference to National Measurement Institute amenal&thtional Measurement
Act

ii. References to ‘embedded or exempt network’ ametalgutivate network’
iii. New condition re safety of generation sources

iv. Clarification of fees permitted for dispute resalat

v. Text added re processes for obtaining a deemeeljstrable exemption
vi. ‘Life support’ condition relocated from section@deneral conditions

vii. Express requirement added not to disconnect auipport customer without
suitable arrangements being made

viii. Clauses renumbered due to additions and transtersdther conditions

Q3: Do stakeholders agree with the amendmentsto the General Conditions?

Q4: Isit clear to stakeholders that the network Guideline does not exempt private
networks from the application of jurisdictional regulations?

Metering Installation (section 6)
i. Additional detail of connection requirements added

ii. Grandfathering provision tied to requirements dateed by the National
Measurement Institute

lii. Phrasing changes
iv. Requirements for generator metering expanded

v. Electric vehicle charging station provision amenttedlarify when an
exemption is required

Q5: Do stakeholders agree that the grandfathering provision should be tied to
requirements to be determined by the National Measurement I nstitute?

Metering accuracy (section 7)
No change
AEMO & NEM requirements (section 8)

Reference to AEMO metrology procedures added
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Distribution loss factors (section 9)
Drafting amended to clarify application of losstfars to private networks.
Pricing (section 10)

Additional text added to clarify external netwatkarges and incorporate
shadow pricing option.

Minor drafting changes to clarify charge group<OC%: E.

7.3  Register of Exempt Networks

Some submissions proposed that all exempt netvabrisid be registered. The AER
considers this impractical in the short-term armbirsistent with the intention of
Jurisdictional policy makers when the retail oriagllprovisions were framed. The
AER'’s approach to onselling contemplates a gracegeuring which the current
arrangements will continue with the phased intréidncof stricter requirements from
January 2015.

The AER publishes details of exempt networks omwibsite. An exempt network
that holds an individual exemption or registeretivoek exemption will, in future,
appear on a Register of Exempt Networks. The ARRBsite will include the public
component of the application for exemption andetkemption instrument issued by
the AER.

7.4  Registrable exemption application process

The Consultation Paper inferred that a registrgpi@tess has been developed for
registrable exemptions. This work is outstandingvaill be undertaken in early 2012,
in good time for the commencement of the new gundel

Registrable exemptions do not require an applinatbahe AER, but cover network
activities that must be registered with the AERdceive the benefit of an exemption.
Part C, section 11 outlines the information requeeats for a registrable exemption.
Registrable exemption forms will be made availdbtedownload from the AER’s
website and must be made in writing and be subdhétectronically to the AER at
AERInquiry@aer.gov.aun accordance with information requirements sgtio

Part C of the network Guideline. The AER will demgla single registration process
for both the network Guideline and Exempt Sellingdgline to facilitate applicants
seeking an exemption from both sets of requirements

7.5 Individual exemption application process

Clarification was sought of the AER’s planned pisscéor handling individual
exemption requests and potential continuity issuésansfer of ownership situations.
Adjustments to the guideline have been made acugirdi

Individual exemptions will be granted by applicatim the AER on a case-by-case
basis for network activities that do not meet thieda for a deemed or registrable
exemption. An application for an individual exengptimust be made in accordance
with the information requirements set out in Pgrs€ction 12 of the network
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Guideline. A proforma application for an individu@atemption will be developed for
download from the AER’s website to accompany adddl supporting text provided
by the applicant. The application must be maderiting but the AER intends that
they may be submitted electronically to the AERBRInquiry@aer.gov.au

The AER will develop a single application processidoth the network Guideline and
Exempt Selling Guideline to facilitate applicanegking an exemption from both sets
of requirements.

An individual exemption applies to an owner or @per of a private network site
from the time they are entered on the Registerxehipt Networks. Where a new
owner or operator becomes involved the terms oeiigting exemption will continue
to apply until the AER determines the outcome efrtlew application, which must be
made within 10 business days. The AER will infoima applicant of the AER’s
decision regarding the application for the grantaniation of the terms of the
individual exemption. The previous exemption wil ievoked.

Q6: Do stakeholders have any comments on the proposed transitional arrangements
following a transfer of ownership of a private network?

7.6  Revocation of an exemption

Part C, section 13 of the network Guideline oudlittee AER’s approach to

revocation of an exemption. A number of submisssmsght clarification of the

status of a network should a revocation occur.s T$a matter that requires a case-by-
case appraisal and cannot be fully anticipatedivaace of the event.

As noted in the June Consultation Paper, the AEReaoke any network exemption.
The grounds for revocation are that the AER issfiatl that there has been a failure
by the exempt party to meet the conditions impasethem. The AER will consider
what constitutes a ‘failure’ on a case-by-casesasimatters come to our attention.

In aligning its process for revocation of a netweremption to the equivalent process
imposed in Section 120 of the Retail Law for regéiémptions the AER will have
regard to the potential for hardship and unreadenaipacts on innocent parties.

Following revocation of the network exemption, cusers of the exempt network
will either need to obtain supply from a NEM regigtd distribution or transmission
network service provider or must otherwise satibf/conditions to qualify for a new
deemed or registrable exemption or must make alicappn for an individual
exemption.

In situations where revocation may place unduediapdon customers of an
embedded network, to the extent practicable, thB Al seek to minimise hardship
on innocent parties while enforcement action ietak his may involve the grant of a
limited individual exemption to operate the netwarider restricted conditions. This
will need to be assessed on a case-by-case basis.

Q7: Do stakeholders have any comments on the proposed approach to the
revocation of a network exemption?
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A. List of submissions

Below is a list of submissions received on the RBOEL Consultation Paper:

= AGL

= Ergon Energy

= QOrigin Energy

= Ausgrid

=  SP AusNet

= Jemena

= United Energy

= Citipower/Powercor

= Endeavour Energy

=  Energy & Water Ombudsman NSW (EWON)
= AEMO

= Active Utilities

= Energy Response

= Broadcast Australia

= Seed Advisory

= VicUrban

= Colonial First State

= Network Energy Services
=  WINenergy

= UED and Multinet Gas

= Shopping centre council of Australia
= Envestra

= Energy Division
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