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National Framework for Distribution and Retail Regulation — Composite Paper

EnergyAustralia welcomes the opportunity to comment on the issues raised in Composite paper
released by Allens Arthur Robinson (AAR). Our response encapsulates our comments raised in
previous working papers and at stakeholder forums on 26 June and 3 July.

['am encouraged to hear that RPWG officers intend engage in several consultative processes going
forward. The intention to consult with stakeholders on policy matters prior to drafting is a positive step
forward and an important element missing in other reform workstreams.

While the Composite paper does not advance the policy considerations as fas as we expected, we are
now looking forward to SCO engagement on key issues and a more detailed understanding of the policy
intent of governments in the next phase of consultation.

With this in mind, please find attached our response to the AAR Composite Paper (in the format
requested by the RPWG). EnergyAustralia’'s response incorporates statements made in respect of
other RPWG papers. More focus has been given to several areas, including

« Integrity between proposed contractual arrangements and commercial and operational
practice: While EnergyAustralia generally supports the proposed “tripartite” contractual model, the
Composite Paper is confused and unclear about the nature of services provided by DNSP to
Retailers and end use customers under the proposed use of system agreements and deemed
distribution services contract respectively. This uncertainly then extends to the nature of services
provided by Retailers to end use customers. As a result there is a disconnect between what the
contractual model defines as the relationship between the three parties and the respective
obligations and responsibilities of each of the parties. EnergyAustralia has advised that no
confractual model will work unless the RPWG first consider:

1. the nature of service provided to end use customers by both DNSPs and Retailers;

2. the arrangements made between distributors and retailers to deliver those services to
end use customers;

3. aclear alignment of these contractual arrangements with the services being m
provided by DNSPs and Retailers

Partner




» The role of the AER: The paper tends to favour regulatory impost without first justifying a need for

the additional regulatory intervention. For example, AER approval must be obtained by DNSPs for
. deemed contracts and use of system agreements — even if the DNSP adopts the model terms set

outin the Rules. The imposition of a requirement for AER approval is not an inconsequential
matter, particularly where it has been proposed as part of each five year revenue reset process (and
therefore even assuming the DNSP does not change its model terms between resets). The AER's
approval would not be a mere formality as has been indicated in consultation fora on the Composite
paper. An approval process will involve public consultation and a proper process to justify the
AER's decision. However, no justification for this level of regulation has been forthcoming, nor has
aregulatory purpose or “gap" has been identified to justify such an approval.

« The integration of work streams: To date, separate work streams have consulted on the
economic and non-conomic aspects of distribution regulation. While the split was a misnomer, the
arbitrary splitis understandable in the context of the enormous work load currently being .
progressed through the MCE processes. However, itis clear that the point has been reached

* where these processes must be properly integrated so that each package can be understood by
stakeholders as part of the larger NEM reform process. Whilst it may appear to be a small point,
the fact that the Composite paper proposed a definition of "distribution services" for non-economic
regulatory purposes without discussion or any references to the existing and quite different
definition used in the National Electricity Rules for the general NEM indicates a dangerous
disconnect between these processes. From a DNSP perspective these services are exactly the
same, they are the services provided by the distribution systems, the regulatory processes must
recognise them as such

If any further clarification of the issues raised is needed, please do not hesitate to contact me on
02 4951 9411 or Mr. Harry Colebourn on 02 9269 4171.
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