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Dear Mr. Clarke
EnergyAustralia supplementary submission on National Electricity Rules exposure draft

EnergyAustralia is pleased to provide a supplementary submission to the exposure draft of the
National Electricity Rules, which will focus on the proposed transitional arrangements for NSW
and ACT businesses.

Both the ACT and NSW revenue resets will represent landmark decisions. They will be the first
distribution network determinations made by the AER and will be the first to commence under the
amended National Electricity Law. All market participants are eagerly awaiting the success (or
otherwise) of the new regulator and the new regime.

The need for a clear, certain and transparent framework to operate the reset process is therefore
vital. This would normally be provided through the Rules framework, but it is now evident that
new Rules will not be in place in an appropriate time for use for our regulatory process.
EnergyAustralia has been advocating for some time the need for transitional arrangements, which
balance the need to move to a new regulatory framework with the certainty the existing
framework provides.

While short on detail, the transitional arrangements proposed in the explanatory memorandum
offer a pragmatic approach to addressing the balance between new and old. However, we do
wish to raise some important issues that will require considered drafting. We explain these
issues in the attachment below.
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Most fundamental to EnergyAustralia’s concerns is not so much the “what” but the “when”. We
believe that the further delays in the timetable have reached the point where due process in the
upcoming 2009 determinations has been affected. We ask the MCE to consider options which
would allow the AER and businesses to understand the arrangements that are likely to apply to
the next reset before they commence. Otherwise, the preparation of revenue proposals and
guidelines will be severely compromised.

However, this should also not be at the expense of rushing the development of the rules. We
demonstrated in our previous submission why the Rules have a way to go before they will be
workable in a distribution environment.

We do note the MCE'’s recent Communiqué, which stated the intention for MCE Officials to “work
closely with the AER, NSW and ACT distribution businesses, and other affected stakeholders, in
finalising the transitional arrangements’. We strongly support this approach and look forward to
the process the SCO will establish to ensure a close working relationship between stakeholders.

We believe any formal working relationship should be based on clear principles and objectives
which as a minimum should include:
«  Ensuring the DNSP is not disadvantaged by the uncertainty of rules development.
» Minimising uncertainty by establishing transitional rules as a standalone set of
arrangements.
- The AER and DNSPs should be consulted on the formal transitional rules in both draft and
final form.
» A draft of the transitional arrangements should be available for comment in August and
final agreed arrangements available in September so both the DNSPs and AER can
proceed with preparations for the regulatory process.

EnergyAustralia would be pleased to discuss this submission with the MCE SCO. It is our
intention to liaise with the SCO in developing the legal drafting of the transitional Rules. If you
have any queries or comments regarding these or any of the detailed issues discussed in our
submission please do not hesitate to contact me on (02) 9269 2111, or Mr. Harry Colebourn,
Manager — Network Regulation and Pricing on (02) 9269 4171.

Yours sincerely

Ul

EORGE MALTABAROW
Managing Director

Attach.
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