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Executive Summary

This document is a requirement of the Regulatory Information Notice (RIN) issued to
Power Networks by the Utilities Commission (the Commission). This document forms
part of Power Networks’ Initial Regulatory Proposal (the Proposal) for the 2014
Networks Price Determination (2014 NPD). The document provides:

e Power Networks’ Network Pricing Principles Statement, including Power
Networks’ proposed pricing strategy for the 2014-19 regulatory control period;
and

¢ Indicative network tariff schedules for standard control services for 2014/15.

Regulatory Proposal and covers the issues raise »
Determination.! This document is a draft and thus is a.work in progres icludes

indicative numbers only that have been updated since Power Networks

Regulatory Proposal. It will be modified follo he Final Determination on network
revenue for 2014/15 by the Commissio Pricing
Proposal.

The pricing principles and propos:
accordance with the requiremer i ks Third Party Access
Code (the Code) and the Nationa iCi s (the Rules), recognising that the

Commission is seeking to apply tk iremen the Rules to the extent that they
PR 2

xxxxx

cost reflectiv
exposed to

xxxxxx

ontestability. The revised tariffs will also provide
tomers, whilst contributing to managing network
se options would be implemented during the next
mmencing in July 2014. Some aspects of the proposed
ommenced in July 2013.

demand. The majo
regulatory control per
price restructuring were

In line with the provisions of the Rules, Power Networks proposes to establish three
tariff classes to which its existing and future network tariffs will be assigned. They
are:

e Domestic (all domestic customers);

Utilities Commission, Utilities Commission, 2014-19 Network Price Determination — Draft
Determination, December 2012, p. 131.

Utilities Commission, 2014-2019 Network Price Determination Framework and Approach
Decision Paper, November 2013.



e Commercial HV (High Voltage connected Commercial kVA customers); and

o Commercial LV (all other Commercial customers and Street Lighting &
other Unmetered Supplies).

Power Networks also proposes that the Rules provisions concerning side constraints
would apply to these tariff classes. In the Draft Determination, the Commission
proposed that the side constraint should apply to the individual tariffs of large
customers. Power Networks does not accept this decision and proposes to
demonstrate the reasonableness of the price change for large customers in the
manner described in section 7.5.

Power Networks has developed a Cost of Supply mod

determining the direction of future price chan dd ng compliance with

the provisions of the Code and Rules. A desc

will be made to this model during the 2014-19"

Standard control services

control services tariffs. These change ‘be m: < y within the side
constraint for the each fariff class. Th

Domestic
e Progressively move fr inir incli ck structure; and

fs for Street Lighting (and similar night only
ighting (and similar constant load supplies), to

Commercial kVA (>750 MWh annual consumption)

e Introduce separate, voltage based, kVA tariffs for Low Voltage and High
Voltage connected customers;

e Simplify the tariff structure to a single demand and energy block and
rebalance the components to provide greater cost reflectivity;

e Introduce a kVA capacity charge with annual reset (to be deferred until
next regulatory control period); and

e For further consideration - adopt a seasonal tariff profile.



Interval meter rollout

e Propose the progressive rollout of interval meters to customers with annual
consumption of less than 750 MWh, potentially down to 40 MWh. The
rollout would be accompanied by the development of a kVA capacity tariff
for customers with annual consumption less than 750 MWh; and

e Develop a trial for customers with annual consumption in the range of 0 to
40 MWh, to determine the cost effectiveness of proceeding with the rollout
of interval meters to smaller customers, including larger domestic
customers. This could be accompanied by more cost reflective tariffs for
small customers, including capacity based and time of use (ToU) tariffs.

Cost of supply modelling

e Obtain interval data for representatzggﬁx%ampleﬁﬂﬁﬁ: Jomestic and
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Commercial customers to refine their cost-to-serve and potential benefits
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1 Background

The structure of Power and Water’s network tariffs has remained unchanged since
their formation from bundled retail antecedents. Their structure therefore reflects a
subset of the overall cost of supply, rather than reflecting cost drivers that are
appropriate for the network.

The pricing of distribution networks is currently receiving intense national scrutiny,
as a result of significant electricity price increases that have taken place in the NEM
jurisdictions in recent years. Amongst other things, reports by the AEMC, the
Productivity Commission and the Australian Government’s White Paper all propose
the reform of distribution network tariffs, with particular emphasis on the
following®**:

* Enhancing cost reflectivity and reduci bsidies through network

tariffs;

peak periods.

These emerging policy directions are

Prices and pvrlc& ponents designed to signal customers to moderate
demand should be aligned with the Long Run Marginal Cost (LRMC) of

regulatory control p

3 AEMC, Draft Report - Power of choice - giving consumers options in the way they use
electricity, 6 September 2012.

4 Australian Government, Electricity Network Regulatory Frameworks, Productivity Commission
Draft Report, October 2012.

> Australian Government, Energy White Paper 2012 - Australia’s energy transformation, October

2012,



2 Assignment of tariffs to tariff classes
2.1 Existing network tariffs

Power and Water has four existing network tariffs. These are:
e Domestic;
e Commercial;
e Street Lighting & other Unmetered Supplies; and

e Commercial kVA (for customers with annual consumption above
750 MWh).

declining block structure. There is a fi
1,000 kWh energy block per month is price
consumption in the second blo

nergy and demand
ock structure for demand

2.2

s and does not use the terminology of tariff
such groupings of tariffs. However, as with tariffs,
ers proposed by Power Networks in section 2.2

The Cc}%i
classes.

location (in the case of the Commercial HV tariff,
where the ted customers connected at High Voltage do not make
use of distribution transformers or the Low Voltage network)

¢ The pattern of network usage (as between domestic and commercial
customers, which have different consumption patterns and average sizes);
and

e The nature of the plant or equipment required to provide the network

access service (in the case of the Commercial HV tariff, which does not
make use of the Low Voltage network or distribution transformers).
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Power Networks thus proposes to assign the existing network tariffs to three tariff

classes, as shown in Table 1.

Table 1 — Proposed network tariff classes
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3 Cost of Supply modelling

Power Networks has developed a Cost of Supply model for the regulated networks.
This model allocates the capital and operating costs of the network to tariffs and
tariff classes and performs associated calculations.

Details concerning the structure of the Cost of Supply model are contained in
Attachment 2.

The principal functions of the Cost of Supply model are to inform the network tariff
strategy and assist in demonstrating its compliance, by:

e allowing comparison of the network’s cost of suppl

with the revenue
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3.1 Cost of Supply outcomes

The outcome of the Cost of Supply model cost allocation to tariffs and tariff c/asses
is shown in Table 2.

Table 2 - Cost of Supply model allocations

Tariff and class Cost Allocators Network cost distribution Common | Total
Coincident kW Customers Consumption MWh Trans 7SS HV net [Dist SS| LV net | Metering| Service | Alloc'n
Tariff{Domestic 88,940 24.3%) 68,554 83.8%| 586,110 33.0%| 4.19%| 5.16%| 6.27%]|2.74%| 3.56%]| 2.01%| 6.61%] 30.5%
Commercial 112,816 30.8%[ 13,089 16.0%| 493,439 27.8%| 5.31%| 6.55%| 7.95%]3.48%| 0.68%| 0.38%] 5.56%]| 29.9%
Street lights 813  0.2% 0 0.0% 28,504 1.6%| 0.04%| 0.05%| 0.06%|0.03%| 0.29%| 0.00%| 0.32%| 0.8%
Traffic lights 196.1 0.1% 0 0.0% 1,718 0.1%| 0.01%| 0.01%| 0.01%]|0.01%]| 0.07%] 0.00%| 0.02%| 0.1%
>750 LV 80,269 21.9% 166 0.2%| 305,298 17.2%| 3.78%)| 4.66%)| 5.66%(2.48%]| 0.03%| 0.00%| 3.44%| 20.0%
>750 HV 82,765 22.6% 32 0.04%| 358,499 20.2%]| 3.90%| 4.80%| 5.83% 0.00%| 4.04%] 18.6%
Tariff| Domestic 88,940 24.3%) 68,554 83.8%| 586,110 33.0%| 4.19%| 5.16%]| 6.27%]2.74%| 3.56%] 2.01%| 6.61%]| 30.5%
Class | Commercal/ LV] 194,095 53.1%]| 13,255 16.2%| 828,958 46.7%| 9.14%]11.27%|13.68% 1.06%| 0.39%| 9.35%| 50.9%
Commercal H| 82,765 22.6% 32 0.0%| 358,499 20.2%]| 3.90% 5.839 ] 0.00%| 4.04%] 18.6%
Total 365,800 100.0%| 81,841 100.0%]1,773,567 100.0%]| 14.11%| ) 4.00%)| 20.00%] 100.0%

This allocated cost is compared with the cost

This comparison is shown in Table 3.

Table 3 - Cost of Supply model comparison with 2

Variation

>750 HV

18.6%

Tariff

5%

Tariff and class Total Alloc Tariff
Alloc'n| Cost |2014/15
Tariff|Domestic 30.5% 62.550
Commercil 29.9%
Street lights 0.8%
Traffic lights 0.1%
>750 LV 20.0%

has been pl

iff for Street Lights and other Unmetered Supplies
ates for night uses like Street Lights and constant uses

like Traffic Lr%]‘?"tsv which have very different load profiles. The street light
tariff is significantly over recovering and the traffic light tariff is

significantly under recovering revenue, with over recovery when taken

together;

network under recovers revenue;

The Commercial kVA tariff for large customers connected to the LV

class containing the Commercial, Street Lights, Traffic Lights and LV
connected Commercial kVA tariffs; and

Overall, revenue is under recovered for the proposed Commercial LV tariff




e For large Commercial kVA customers connected to the HV network in the
Commercial HV tariff class, revenue recovery is below the network cost.

The cost of supply model also calculates the stand-alone and avoidable costs for
tariff classes, as required by clauses 6.18.5(a)(1) and 6.18.5(a)(2) of the Rules. The
stand-alone and avoidable costs are derived from the cost of supply model. To do
this, a hypothetical network is effectively developed for each tariff class, by
answering two hypothetical questions.

3.2 Stand-alone cost

This is formulated by responding to this hypothetical questio

extent could the network costs be reduc ) sti e Tariff class X
customers with the same level of standard contro ces?”

Table 4 — Stand-alone network costs

Network level Tariff class
Commercial

Commercial

Domestic

Transmission

Zone substations

HV network

only 10% is utilis upply of HV customers and would need to be retained if
that customer clas mained connected to the network. At the same voltage
level, LV commercial customers are distributed across the Territory, thus 80% is
required for LV commercial customers. Similar considerations apply at each of the
network levels.

3.3 Avoidable cost

In this case the hypothetical question is:

“If all of the customers of 7ariff class X were no longer connected to the
network, to what extent would the network costs be reduced and still supply
the remaining fariff classes with the same level of standard control services?”



The outcome of this network optimisation is shown in Table 5, with similar

consideration of the planning and capacity implications for the network as in Table 4.

Table 5 — Avoidable network costs

Network level Tariff class

Commercial HV | Commercial LV | Domestic
Transmission -5.0% -3.0% -5.0%
Zone substations -5.0% -10.0% -5.0%
HV network -5.0% -10.0% -5.0%
Distribution substations -10.0% -30.0%
LV network and services
Metering
Common service costs 0.0%

3.4 Long Run Marginal Cost

The LRMC is developed from the followin

2009-14 regulatory control period has displaced a
x that might otherwise have been required.

Association (UK) deve @@

xxxxx
aaaaa

been in place for many years®.

The LRMC has been considered in relation to the fariff classes, tariffs and the
charging parameters (individual components) of tariffs, as follows:

e The Commercial HV tariff class comprises one network tariff — the
Commercial kVA customers connected at High Voltage. The LRMC for this
tariff class exceeds the revenue derived from all charging parameters of
the tariff (fixed, kVA demand and energy). There is therefore is no

Energy Networks Association (UK), CDCM model user manual Model Version: 102, 28 February
2013.



over-signalling through any tariff charging parameter of the customers’
demand.

On the contrary, it is evident that greater price signalling through the
demand related component of the tariff would be appropriate. This is the
step that Power Networks took in formulating the 2013/14 tariffs and the
direction it proposes to pursue throughout the 2014-19 regulatory control
period.

e The LRMC for the Commercial LV tariff class also exceeds the revenue for
the tariff class. This tariff class comprises three network tariffs:

= The kVA commercial tariff is currently the same as that applied to

aaaaa

the network.
The Commercial tariff has

a fixed charge
An energy charge

.2, there is a large proportion of these
»onsumptlon that make an madequate

aller customers, this has two charging
“harge and declining block energy charge. Again,

Power Networks has therefore demonstrated in the forgoing discussion that it has
taken into account the LRMC of the network in setting the charging components of
the 2013/14 tariffs, and in establishing its proposed pricing strategy for the 2014-19
regulatory control period.

3.5 Network tariff strategy

The tariff changes initiated in 2013/14, and those proposed for the 2014-19
regulatory control period, are described in this section.



All of the tariff changes have being initiated so as to:
e Improve the cost reflectivity of the tariffs concerned;
¢ Improve equity between customers;

¢ Provide price signals intended to encourage customers to moderate their
demand; and

¢ In the case of the Commercial kVA tariffs, simplify their existing structure.

The proposed tariff changes will be implemented progressively, to contain the
annual price changes to customers to within acceptable levels.

supplied or is suppliec rgy consumption or the
demand imposed

sage, as in e of ToU energy and demand
e Street Light and Traffic Light tariffs;

Traffic

e Tariffs are arent and will be published, as will the 2014 Pricing
Proposal which will explain their development and future tariff
movements; and

e Tariff changes represent an overall simplification of the existing structures
and will be implemented with minimal additional administrative costs for
Power Networks, its customers and Retailers.

With reference to the relevant pricing principles in the Rules, Power Networks will
demonstrate each year that:

¢ the revenue from its proposed {ariff classes will continue to lie between
the stand-alone and avoidable costs of supply;



e each tariff and tariff charging component will be established having regard
to the LRMC of supply;

¢ due regard will continue be given to the tariff transaction costs, by
keeping the structure of tariffs and their charging components as simple
as reasonably possible; and

¢ due regard will be given, in structuring tariffs, as to whether customers of
the relevant tariff class are able or likely to respond to price signals.

Power Networks therefore considers its tariff changes in 2013/14, and the changes it
proposes to implement during the 2014-19 regulatory control period, are compliant
with the requirements of the Code and Rules. For an assessme;:lt of the way in

which this Network Pricing Principles Statement and Indicative Tariff Schedules
complies with the Code, Rules and RIN reqwr%;;;:;fw refe ““““““%fﬁ“ﬁttachment 6.

-
.
-

3.6 Tariff class comparisons of cost
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Table 6 demonstrates that the weighted average revenue for each of the three the
tariff classes lies between the Stand alone cost and the Avoidable cost.

These quantities and the Long Run Marginal Cost are displayed in Figure 1, where all
have been expressed on the same $/kVA per annum basis.

Figure 1 — Cost comparison
$2,500

= Stand-alone [a—
2,000 .
s @ 2014/15 tariffs
® LRMC

$1,500 = Avoidable

Cost, $/kVA

$1,000 <

$500

&5

$0

Commercial HV Commercial LV Domestic

Tariff class

idable and Long Run

The LRMC needs to be considered in relation to the fariff classes, tariffs and the
charging parameters (individual components) of tariffs, as follows:

e The Commercial HV tariff class comprises one network tariff — the
Commercial kVA customers connected at High Voltage. The LRMC for this
tariff class exceeds the revenue derived from all charging parameters of
the tariff (fixed, kVA demand and energy). There is therefore no over-
signalling through any tariff charging parameter of the customers’
demand.

On the contrary, it is evident that greater price signalling through the
demand related component of the tariff would be appropriate. This is the
step that Power Networks took in formulating the 2013/14 tariffs and the

11



direction it proposes to pursue throughout the 2014-19 regulatory control
period.

e The LRMC for the Commercial LV tariff class also exceeds the revenue for
the tariff class. This tariff c/lass comprises three network tariffs:

= The kVA Commercial tariff is currently the same as that applied to
commercial customers connected to the HV network and the same
considerations in terms of future tariff rebalancing apply as to its HV
counterpart.

= The Street Light and other Unmetered Supplies tariff has one charging
component only, a single energy rate. This tariff is proposed in future

E

to be split into two, for street lights and other ni ;@ time loads and for

g 3

24 hour applications like traffic lights, whic : greater impact on
the network. 4

= The Commercial tariff has two cha fixed charge
and anytime energy with a declimﬁ%&?ﬁﬁ% ck structﬁ?%gfgﬁﬁﬁgn energy. charge
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3.7 Compliance with tariff class side constraints

The percentage change in the weighted average revenue for each tariff class is
shown in Table 7.

Table 7 - Compliance with tariff class side constraint in 2014/15

2013/14 | 2014/15 Change
$'000) $'000) | (Nominal)

Weighted average revenue 132,647 204,773 54.4%

Side constraint 2% 57.5%

Domestic 60,442

Commercial LV 60,670 %%
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4 Feasible pricing options

The analysis in Attachments 1 and 2 are of Power Networks’ costs. This assists in
identifying what types of pricing structure would best reflect those costs. The range
of tariff options, ranked in order of increasing cost reflectivity and complexity, is
shown in Figure 2.

Figure 2 — Tariff options

Potential cost reflectivity )

Inclining ToU seasonal ToU Critical
block peak

Anytime

Energy

kW demand Energy

kVA demand | kW demand Energy

Complexity

kVA demand | kW demand | kW capacity Energy

kVA demand | kVA capacity | kW demand

kVA demand | kW capacity

| kVA capacity |

Energy

kVA demand

Accumulation Multi-register a val meter with
meter or interval met munications

aaaaa

Most utilities have a range of legacy multi-register accumulation meters, usually for
Time of Use ( nd tariffs with fixed periods. These are progressively

Seasonal tariffs requi se of an interval meter. With interval meters, the
half-hourly interval data s usually gathered and the tariff calculations done off-site,
allowing adjustments to be made for public holidays and the like.

There is also a range of options involving the combination of interval meters with
communications. These have been termed “critical peak” in Figure 2, and all have
the essential feature that the customer agrees to be notified of a tariff change in
advance, for a supply system contingency or limitation. Such tariffs may either
involve the use of:

e A stick, where the price increases during notified constraint periods; or

e A carrot, where a rebate is offered to the customer able to respond by
reducing demand.
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5 Tariff charging components

Power Networks' existing 2013/14 and proposed 2014/15 tariffs and their charging
components are described in this section.

5.1 Domestic tariff

The charging components for the domestic tariff are shown in Table 9.
Table 9 - Domestic tariff charging components

Charging Component Tariff
Domestic 2013/14 Domestic 2014/15
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5.3 Street Light

mﬁ%ﬁm%nmetered Supplies tariff
This tariff has a smé g?ﬁg component — energy consumption. In 2014/15, this
tariff is proposed to b‘= .

-
.
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g

night time supplies; and for traffic lights and other 24 hour supplies. The charging
components are the same and are shown in Table 11.

Table 11 - Street Light and Other Unmetered Supplies tariff charging components

Charging Tariff
Component Street Lighting & other Street Lighting & | Traffic lights & other
unmetered supplies other night supplies 24 hour supplies
2013/14 2014/15 2014/15
Energy ¢/kWh Estimated energy consumed
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5.4 Commercial kVA tariff for large customers

The charging components for the Commercial kVA tariff for customers with annual
consumption in excess of 750 MWh are shown in Table 10.

Table 12 - Commercial kVA tariff charging components

Charging Tariff

Component Commercial Commercial LV | Commercial HV
2013/14 2014/15 2014/15
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Next 100 kVA per month

Next 300 kVA per month

%ﬁlext 500 kVA per month

£
.

Any further kVA per month

First 50 kVA per month

Next 100 kVA per month

Next 300 kVA per month
' Next 500 kVA per month

Any further kVA per month

(@) Peak rates currently apply to usage between 6.00 am and 6.00 pm on any day. Off-peak
period rates apply at other times.

The number of block steps in the Commercial kVA tariffs will be progressively
reduced throughout the 2014-19 regulatory control period as the rates for the blocks
are aligned.
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6 Power Networks’ tariff strategy

Power Networks has developed a strategy for each of its existing network tariffs and
will be giving consideration to the introduction of new tariffs during the 2014-19
regulatory control period. These proposed developments are set out in this section.
Sections 6.1 to 6.4 describe standard control services tariffs whereas section 6.5
covers the introduction of a proposed alterative control service tariff.

6.1 Domestic tariff (domestic tariff class)

Domestic customers have accumulation meters, which limits the available options for
tariff reform.
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The features of an inclining block tariff are illustrated with reference to Figure 3.
The actual customer size distribution for Power Networks” domestic tariff customers
has been used. The average price shown for each of the four tariffs has been

constructed on the basis of revenue neutrality for the tariff. The IBT1 and IBT2
rates below have been chosen to exaggerate the price changes, for the purpose of
illustrating this approach to tariff reform.

Figure 3 — Inclining block tariff structures
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negligible difference to rate for smaller customers.

With IBT 1, the existing two-block structure and 12,000 kWh threshold
has been maintained and the rates of the two blocks rebalanced to

provide an inclining block structure. Because of the positioning of the
existing break point at a relatively high consumption level, the change in
average price for smaller customers is not great.

IBT 2 introduces a third block, with the threshold of Block 1 set a little

below the average customer consumption level, at 6,000 kWh p.a. This
permits a much greater differential in the rates and a potentially

significant price reduction to smaller customers.

25,000

the upper and lower block rates have been aligned.
ses the average price for large customers, but makes

Proportion of customers
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In light of these advantages of the inclining block tariff, Power Networks proposes
to:

e Progressively rebalance the existing declining block tariff to equalise the
energy rates. The differential in rates was reduced in 2013/14 and this is
likely to be achieved by 2015/16, within pricing side constraints and
without causing significant price shocks to customers.

e The following year, introduce an additional block threshold at 6,000 kWh;
and

e From 2016/17, progressively increase the differential in the pricing blocks.
A differential between the upper and lower block prlces of around 20-25%
would be achieved over several years and wou lement the
progressive introduction of Time of Use or it ed pricing to
domestic customers.

6.2 Commercial tariff (Commercial LV tari

Commercial tariff customers have accumulation
available options for tariff reform.

For the same rationale as the domesti

100%

90%
80%

o /
60% /

50% /

40% /

30% /
20% /

10%

Proportion of customers, %

0% T T T T T T T |
0 5,000 10,000 15,000 20,000 25,000 30,000 35,000 40,000

Annual consumption, kWh

What is evident from Figure 4 is that 21% of customers have an annual consumption
less than 1,500 kWh. The result is that a disproportionate number of commercial
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customers have a very small network charge. There is a robust case to increase the
level of the Service Availability Charge and thereby improve customer equity.

This tariff change was initiated in 2013/14 and it is proposed to progressively
increase this charging parameter throughout the 2014-19 regulatory control period
until it reaches a cost reflective level.

6.3 Street Light tariff (Commercial LV tariff class)

Power and Water has an existing single Street Light and other Unmetered Supplies
tariff that is applied to all unmetered supplies. This is an anytime energy rate that is
applied to the estimated consumption. There are two principal types of customer
that qualify for this tariff: street lights; and trafficlig

The demand profile and hence the contributi
of loads is very dlfferent The Darwm Kather

loads peak during summer afternoons, aIthoug |
significant. This leads to the following situation:

using photo-electric
is therefore small in

-

winter.

xxxxxxx

e Traffic lights were ir
superseded by more effici igh itting diode devices Regardless,

is prop treet ng ttarlff will be retalned but a new tarlff for
Traffic L
lights and SI transferred to this tariff. Over a period of several

become cost ref

6.4 Commercial kVA tariff (Commercial LV and Commercial HV tariff
classes)

The Commercial kVA tariff is currently applied to larger commercial customers with
annual consumption in excess of 750 MWh per annum. The existing tariff has a
Time of Use (ToU) structure with peak and off peak periods. There is provision for a
6-step declining block kVA structure and a 7-step declining block energy structure
(as some blocks are now equal, there is effectively a 5-step demand charge and a 5-
step energy charge). These customers are equipped with interval meters and thus
there is a broad range of tariff options available.
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The use of ToU and kVA demand charging is appropriate for these customers.
However, this overly complex network tariff structure is out of step with current
industry practice and not cost reflective. Many other utilities use single demand and
energy rates, but they also distinguish between the connection voltage and
sometimes the connection location of the customer (ie. where the customer is
connected at a zone or distribution substation as opposed to on a HV or LV feeder).

The existing kVA tariff is applied to customers regardless of their voltage of
connection. The declining block structure would ensure that a larger customer,
which would be more likely to be connected to the High Voltage network or at a
zone substation, would pay a lower average network rate. However, this tariff
difference is a poor reflection of the difference in suppl

The average price in ¢/kWh for Commercial k
High Voltage and Low Voltage customers hav
utilisation of the network and costs of supply di
average cost of supply in ¢/kWh are due to the
in the load factor of the customers and in the ra

own in Figure 5.
-identified, as their

Figure 5 — Average price for large customers
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It is apparent that the declining block tariff structure provides the largest customers
in this group with an extremely low network cost of around 3 ¢/kWh. Moreover,
there is no distinction between customers on the basis of their connection voltage
(which affects the network equipment they use).

Power Networks proposes to modify the Commercial kVA tariff, as follows:

e Commencing in 2014/15, the Commercial kVA tariff will be split into two
tariffs, for Low Voltage and High Voltage connection. Subject to further
review, the range of tariffs could later be extended to include a separate
tariff for customers connected to the High Voltage busbar of a zone
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substation. High Voltage connected customers would not be allocated
costs associated with distribution transformers or the Low Voltage
network.

e With the voltage (and potentially, locational) distinction between tariffs
described above, there is no justification for such tariffs to have either an
inclining or declining block structure. The existing price structure will be
progressively simplified by rebalancing the upper and lower block rates
until all the block rates become equal, whereupon the block structure will
be removed. This transition commenced in 2013/14 and is expected to
take until 2015/16 to complete.

e The adoption of a kVA capacity charge to r onthly reset kVA
demand charge is also proposed, to be imf he next regulatory
control perlod commencmg 2019/20. This change will require billing

lace th

xxxxxx

It will also require progressive intro ) ] ice changes to
acceptable levels. The capacity char

Figure 6 — Capacity charge
New peak

New peak

1 & 4
i
- %

il
|12
| > |
|12
[
[
>
12
o
2
O
[

F[M|AM]
2017 2018

capacity; and

o a customer that made occasional use of the network for standby
purposes would receive a charge that was much better aligned to their
impact on the network’s costs in ensuring it could cater for this peak
demand.

The implementation of the capacity charge will be subject to detailed
investigation, as it will add some complication to the network data
requirements and billing system. It is not envisaged that it could be
implemented until the next regulatory control period (commencing 2019/20).
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The preliminary cost modelling in Attachment 1 highlights that the
development of a seasonal tariff structure would provide much closer
alignment with the network’s costs. Both the energy and kVA capacity
components could be so structured.

Rebalancing of the tariff components to align with the LRMC has revealed
that a relative increase in the demand/capacity charge and reduction in

energy rates would provide improved cost reflectivity. This movement
was initiated in 2013/14 and is proposed to continue throughout the 2014-

19 regulatory control period.

6.5 Commercial kVA tariff (Commercial LV and Commaercial HV tariff

Power Networks proposes to introduce a new a
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6.6 Summary of proposed tariff movements

The tariff strategy described in section 5 is summarised in terms of the proposed
tariff component movements (in relative terms) in Table 13.

Table 13 - Summary of proposed tariff movements

Tariff Network Energy Demand
Access
Charge
Street lights _
and night use
Traffic lights
and 24 hr use
Block Block 2 Block
1 3
Domestic _ _ +
Inclining Block
Commercial
<750 MWh pa
consumption + — +
Inclining Block
Peak Off-peak Peak Off-peak
Lower Upper Lower | Upper | Lower | Upper | Lower | Upper
blocks blocks blocks | blocks | blocks | blocks | blocks | blocks
Commercial
>750 MWh pa
consumption — + — + + +
LV connected
Commercial
>750 MWh pa
consumption + + + +
HV connected

+ increase relative to the price movement permitted by the Utilities Commission’s 2014 NPD Final
Determination.

—  decrease relative to the price movement permitted by the Utilities Commission’s 2014 NPD
Final Determination.

- no material change relative to the price movement permitted by the Utilities Commission’s
2014 decision.

A blank cell indicates the corresponding charging parameter is not applicable to a particular tariff.

It should be noted that all of the proposed tariff movements will take place over a
number of years, to limit the price changes to customers to acceptable levels and
within tariff class side constraints.
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7 Power Networks’ proposed tariffs for 2014/15

Power Networks’ proposed network tariffs for 2014/15 have been adjusted from the
2013/14 tariffs, so as to recover the allowed revenue for 2014/15.

7.1 Network revenue in the 2014-19 regulatory control period

The network revenue for standard control services in 2014/15 has been set at Power
Networks’ proposed value of $204.77 million. In the final version of this proposal,
the revenue determined by the Commission in the 2014 NPD Final Determination will
be substituted for this amount. The proposed revenue for standard control services
throughout the 2014-19 regulatory control period is shown in Figure 7.

Figure 7 — Power Networks’ revenue for standard :
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This re to pricgs for standard control services. Power
Networks oposing that for 014/15, all tariff charging components will be
increased by rm percentage of 51.4% (nominal), with tariff restructuring and

place during the second and subsequent years of the
‘described in section 6.

rebalancing pos
regulatory control

7.2 Tariff class price changes in the 2014-19 regulatory control period

Based on the cost of supply modelling in section 3.1, Power Networks proposes to
rebalance tariffs throughout the 2014-19 regulatory control period, in order to
improve alignment with the cost of supply outcomes. The proposed pricing for
customer classes will be adjusted as follows. Note that these price changes are
indicative only and the final percentage change might vary:

e The Domestic tariff class is higher than the cost of supply and would
reduce by 1.0% p.a. relative to the average price change;
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The outcome of the above proposed tariff mov
displayed in Figure 8.

Figure 8 — Prices for customer classes in the
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The Commercial HV tariff class is lower than the cost of supply and the
single in this class (Commercial kVA >750 MWh, connected at HV) would
be increased at 1.0% more than the average price change; and

Within the Commercial LV tariff class, there are three tariffs:

o The Commercial kVA >750 MWh tariff is recovering less than its cost of
supply and would be increased at 1.0% more than the average price
change;

o Street lights and other unmetered supplies are recovering more than
their allocated network cost and would be altered by 3% less than the
average price change; and

o The Commercial tariff is recoverin
network cost and would be aIterg“
price change.

Domestic

e Commercial LV

e Commercial HV

— AyErage

2014715  2015/16 201617  2017/18  2018/19
Year

2013/14
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7.3 Proposed Network tariffs for 2014/15

With the change from a Weighted Average Price Cap (WAPC) to a revenue cap, the
expected revenue recovery is based on the consumption forecast submitted as part
of the Initial Revenue Proposal (IRP). This forecast is shown in Table 14.

Table 14 — Energy consumption forecast for tariff setting, MWh

Customer tariff 2012/13 (e) 2013/14 (f) 2014/15 (f)

Anytime Anytime | Anytime | Anytime | Anytime | Anytime
/Peak /Off Peak /Peak /Off Peak /Peak JOff Peak

Domestic 564,128 575,006 586,110

Commercial 475,242 84,246 493,439

Unmetered 30,221 3f) 221 30,221
Commercial >750 MWh 335,696 | 247,881 E&O 7 | 390, 273,056
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7.3.2 Proposed Commercial tariff in 2014/15

The proposed commercial tariff for 2014/15 and the change in each charging
component from 2013/14 is shown in Table 16.

Table 16 — Proposed Commercial tariff in 2014/15 (GST exclusive)

Tariff component 2013/14 | 2014/15 Price
change
System Availability Charge ¢/day 48.863 73.965 51.4%
First 1000 kWh per month ¢/kWh 9.653 14.612 51.4%
Next 1000 kW per month ¢/kWh 11.846 51.4%
Energy used above 2,000 kWh per month ¢/kWh 11.846 51.4%
7.3.3 Proposed Street light and Unmete. in 2014/15

exclusive)

Tariff component

Price change

applications ¢/kWh

51.4%

Unmetered energy for trafficli
continuous appli ?

51.4%

A LV tariff in 2014/15 (GST exclusive)

Tariff component 2013/14 | 2014/15 | Price change
i 592.943 897.555 51.4%
Any further kVA per month ¢/kWh 8.440 12.776 51.4%
First 10,000 kWh per month ¢/kWh 7.403 11.206 51.4%
Next 20,000 kWh per month ¢/kWh 6.169 9.338 51.4%
Next 50,000 kWh per month ¢/kWh 4.888 7.399 51.4%
Next 100,000 kWh per month ¢/kWh 3.418 5.174 51.4%
Any further energy per month ¢/kWh 1.962 2.970 51.4%
First 10,000 kWh per month ¢/kWh 1.760 2.664 51.4%
Next 20,000 kWh per month ¢/kWh 1.362 2.062 51.4%
Next 50,000 kWh per month ¢/kWh 1.362 2.062 51.4%
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Next 100,000 kWh per month ¢/kWh 1.026 1.553 51.4%
Any further energy per month ¢/kWh 4,968 7.520 51.4%
First 50 kVA per month $/kVA 3.769 5.705 51.4%
Next 100 kVA per month $/kVA 3.072 4.650 51.4%
Next 300 kVA per month $/kVA 2.594 3.927 51.4%
Next 500 kVA per month $/kVA 1.717 2.599 51.4%
Any further kVA per month $/kVA 4.697 7.110 51.4%
First 50 kVA per month $/kVA 3.343 5.060 51.4%
Next 100 kVA per month $/kVA 2.645 4.004 51.4%
Next 300 kVA per month $/kVA L 3.262. 51.4%
Next 500 kVA per month $/kVA %ﬁ@ 51.4%

i

Any further kVA per month $/kVA

xﬁxaxxxaxaxaxaxaxaxaxaxaxaxaxaxaxaxaxaxaxa
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7.3.5 Proposed Commercial kVA High Voltage tariff in 2014/15

The proposed commercial kVA tariff for High Voltage connected customers in
2014/15 is shown in Table 19, with the change in each charging component from

2013/14.

Table 19 — Proposed Commercial kVA HV tariff in 2014/15 (GST exclusive)

Tariff component 2013/14 | 2014/15 | Price change
System Availability Charge $/month 592.943 897.555 51.4%
Any further kVA per month ¢/kWh 8.440 12.776 51.4%
First 10,000 kWh per month ¢/kWh 7.403 11.206 51.4%
Next 20,000 kWh per month ¢/kWh 3 51.4%

Next 50,000 kWh per month ¢/kWh

Next 100,000 kWh per month ¢/kWh

51.4%

Any further energy per month ¢/kWh

First 10,000 kWh per month ¢/kWh

Next 20,000 kWh per month ¢/kWh

Next 50,000 kWh per month ¢/kWh

Next 100,000 kWh per month ¢/kWh

Any further energy per month ¢/kWi

First 50 kVA per month $/kVA .705 51.4%
Next 100 kVA per month $/kV, 4.650 51.4%
\ 3.927 51.4%

1.717 2.599 51.4%

4.697 7.110 51.4%

3.343 5.060 51.4%

2.645 4.004 51.4%

2.155 3.262 51.4%

‘ 1.149 1.739 51.4%

Any further kVA per month $/kVA 592.943 897.555 51.4%

7.4 Impacton customers

The proposed increase in Network Tariffs is passed on to retailers in the first
instance. Retailers can pass on the increased Network Tariffs to contracted
customers if they have a pass-through clause in their contracts. However, for
customers on pricing orders, retailers cannot charge above the regulated retail tariff.
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Table 20 below outlines the impacts of the proposed Network Tariff increase for
each customer type, based on a sample of customers.

Table 20 — Impact on customers

Tranche | Customer Type Average Increase | Increase Range
1-4 Medium to Large 11% 6-14%
5-6 Residential and Small No Impact

Commercial

Please note that these impacts are indicative only, as the final 2014/15 Networks
Pricing Proposal will be subject to the Commission’s 20! NP inal Determination.
In addition, the impact on each contracted cust nd on its individual
consumption and demand profile.

7.5 Tariff changes for customers with ; i
750 MWh

 in excess of

' peak kVA demand charge have been increased by

25% whilst y rates have been reduced by 2%, to retain revenue

neutrality; and

2. All blocks of the peak kVA demand charge have been levelised at

$8/kVA/month, whilst reducing the energy charge by 2% for revenue
neutrality.
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These pricing options are illustrated in Figure 9.

Figure 9 — Illustrative example of price changes for kVA customers

Price change option 1 Price change option 2
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remaining 90% would pay less.

If the Commission’s maximum
applied, the following perio
restructuring options:

Table 21

Pricing option Number of years
to implement

Increase the tv eshold) peak kVA 4

by 125% of 2C and decrease
energy rates by 4% ality)
Equalise all peak blocks at $8/kVA and decrease energy 6

rates by 1% (revenue neutrality)

It is readily apparent that the Commission’s proposal would result in extended
periods for any meaningful pricing reform to place. The requirement to limit the
price change to accommodate a single customer has an impact on the maximum
price change for the whole customer class. This will result in greater network costs
for all customers, due to the perpetuation of inefficient pricing arrangements that do
not target customers’ demand response.

It should be clarified that Power Networks does not intend to introduce price
restructuring at a pace that subjects customers to large price changes. The pace of
restructuring will be limited and carried out in accordance with the consultation
process in the Rules, as with the NEM distributors.
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7.6 Variations to tariffs and tariff classes

There may be a variation in network revenue and consequently in tariffs if a pass
through event were to be approved by the Commission for a material cost impact
positive or negative) that was beyond Power Networks’ control.

Pending legal clarification of the scope for authorising such arrangements through
the network price determination, in its Draft Determination the Commission accepted
the following as pass through events for Power Networks for the forthcoming

regulatory control period:

¢ the pass through events specified in the NER:

O

a regulatory change event;
a service standard event;

O

O

a tax change event; and

o a terrorism event

¢ additional pass through events:

...
.

o an insurance event;
o a force majeure event
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8 Alternative control services

Power Networks provides a number of alternative control services. These services
are detailed in the regulatory proposal and its attachments.

In establishing the prices to apply for 2014/15 for these alternative control services,
Power Networks has used the following principles:

The capital and operating resources associated with providing the services

have been estimated on an incremental basis;

Where practicable, transaction costs in the provision of the services have
been reduced by grouping similar services and eliminating some services

. x xak

for which there was little demand in 2(} 3 L :and <
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9 Interval metering and ToU or capacity based tariffs for small
customers

In other jurisdictions, customers with annual consumption much lower than

750 MWh usually have access to a ToU or demand/capacity tariff. Ausgrid and some
other DNSPs offer a ToU tariff to all domestic and commercial customers, with no
lower threshold. Capacity based tariffs are in use overseas and SA Power Networks
is conducting a trial of a capacity based price for domestic customers.

Introducing ToU or capacity charges for small customers will require the rollout of
interval meters. The details of such a rollout are yet to be considered, but it would
logically prioritise larger customers, new customers a%g%ﬁthose that require meter
replacements, and the consumption threshold V\L@%%IQ pro gre s&%z%%?’y be lowered. A
voluntary opt-in would also be considered. '

-

F
i
.
-
-
-
-
-
-
-
-
.
@

F .
1 Il F Ek a4 7

There is a reasonable case to be made, that t out of interval meters would
benefit both Power Networks and its customer5‘=iﬁﬁ%§'§j§§§%§‘l'w1panleﬁE Z““ZZ’%@ore cost.
reflective tariffs that influence customers’ consum

in line with the high-level policy objectives artlcufaté?%@%ction 1.

=

s

-
&

F
-

also be

mﬁ

x >
g

. .
L “ '5j EE(: IS;I () S;
1 II
-
=

F N

resent;

-
-
e
-
-
-
.

There are many factors that must be c meter rollout
strategy, including
e Meter reading, data warehot I"i g re uweme”nts on much a

s
-
-
-
-
-
-
-
-
.

b
=
-
-
-
-
-
-
.
%

%

.
.
s
F
|
.
.

.

:
-
-
-
-

e The suitability Oﬁ%ﬁ iﬁg small ¢

meter j taIIatlon-

1,
i
o
.
,“ﬂa ﬂﬁu, .
.
.
.
-
&

boards and associated

.
F . _ . = .

o xixax = - Exaxa
| . 1:(3 f' I‘(Efia (j
[ ) | - Il
. - - ’
- -ex s oy -
. E
E .

g e s s
L - xaxaxaxa
-

J
S x
erent forms of commt tion.
.
.
.
.
.

e

=
-
-
-
x
x
-
.

L
.

The experiences of other utilities in the mi;ﬁf‘ograms should provide valuable lessons.
A pilot pro “““““j:““%am is considered to be the best way to reduce the risks associated with

estimating the cost of the roll out and the potential benefits through demand

B
. 7 - -

reduction. T“““““““%mgect is included as ‘Interval Meter Roll Out’ Project (PRD30625) in
Power Networks” t

-
.

o
s
-
|

-
-
-
Tead

-
@
e

5

-
|
|
.

-

o

g
-
]

.

:

=

g
g

xﬁ%ﬁ
)
g &

36



Attachment 1 - Efficient network pricing

An efficient network price is one that signals to the customer their contribution to
the cost of providing network service. The network’s costs are largely fixed
independent of the level of the customers’ energy consumption or demand - up to
the point at which the demand imposed on the network requires its capacity to be
augmented. Efficient pricing must therefore reflect the cost of providing that
additional network capacity.

Network assets have long lives and their provision requires significant lead times.

Additional network capacity is planned for and provided to meet demand growth
forecasts. The long run marginal cost (LRMC) of network expa% ion is generally
taken to provide an efficient price signal to influence ‘customer ¢

distribution network’s LRMC averages around 80% of t@gm | cost of supply.

stomer demand. Typically,
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Figure 10 — D-K load duration curve and network cost incidence
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Figure 11 illustrates the desirability of using a seasonal network tariff, as the
network cost associated with the wet season months of November through to March
is significantly higher than the dry season months. It also indicates that a tariff that
applies on weekdays (rather than including weekends) would be appropriate.

8 There are a number of assumptions inherent in this analysis, which is based upon a modified
method of intercepts approach in which 80% of the cost of network reinforcement (the LRMC
proportion) is assigned to the upper 20% of hours under the load duration curve.
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The network cost by time of day is illustrated in Figure 12.
Figure 12 — Darwin-Katherine network cost by time of day
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modifying custom % onsu;ﬁ“i jtion preferences and thereby reducing network
demand when it is important to do so. An efficient price will target the customer’s
demand at these tlm“%%::m seek to modify that behaviour. Outside these times, the
average customer’s demand currently does not impose costs to augment the
network.

o Subject to more detailed analysis, potentially also excluding public holidays.

39



Al.2 Trends in load factor

The load factor for Darwin-Katherine is illustrated in Figure 13. Here, there a
demonstrable trend in worsening load factor, which supports pricing reform targeted
to reduce the incidence of network demand.

Figure 13 — Darwin-Katherine Load Factor
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Attachment 2 — Cost of Supply modelling

Distribution businesses use a cost of supply model for the purpose of allocating costs
to their tariffs. Only with this understanding of the cost structure of the business,
can tariffs be constructed that are truly cost reflective. Power Networks has
developed such a model in order to prepare a pricing proposal for the 2014 NPD.

The general approach to cost of supply modelling is illustrated in Figure 14.
Figure 14 — Cost of supply modelling

Network Element Network Tariff Component Allocation Cost Allocation
Cost Pool

Service Energy Demand/capacity|
Availability |(¢/kWh, incl. ToU)| ($/kVA/month)

Modified

. Transmission X X " Method of Intercepts

. Zone
Substation

. HV Network

. Distribution

Substation
. LV Network X
. Metering, X

connection 20% 40% 60% 80% 100%

Hours

. Common
Service

to determine thes |s, as described below.

The costs of each pool are allocated to the loads that make use of each pool. For
example, a load connected at High Voltage would be allocated costs from pools 1 to
3, plus pool 6. The HV customer is not allocated costs associated with distribution
substations and the LV network. The tariff allocation table is then used to guide
formulation of the appropriate price components.

The most appropriate allocation process for network costs is the “Modified Method of
Intercepts” chart at right. The network is augmented for peak demand growth and
thus its costs need to be peak weighted, as shown. This allocation process would
apply to representative demand profiles for each tariff class. However, at this stage
Power Networks does not have profile information for the domestic and commercial
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tariff classes and the demand allocation has been based on the estimated
contribution of each tariff to the coincident system demand.

A2.1 Structure of the Cost of Supply model

A number of cost pools form the basis of the cost of supply model. Each cost pool is

formed from
e Network capital costs associated with the asset pool. These have been
based on the capital costs of the network, apportioned using the ODRC of

the assets in each pool

* Network operating costs by asset pool. Initially, an allocation the

network’s operating costs on the basixggg%;; thjﬂ:jgﬁc &gﬁxﬁgsets in each pool

costs. This allocation will
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The tariff classes, constituent tariffs and the allocation process in the Cost of Supply
model are illustrated in Figure 15.

Figure 15 — Structure of the Cost of Supply model
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Attachment 3 — Excess kVAr charge

This attachment explains how an excess kVA charge could be implemented for
Power and Water’s existing kVA metered customers and for new customers that are
equipped with interval meters.

A3.1 Network Technical Code requirements

The current Network Connection Technical Code and the proposed revised Network
Technical Code (NTC) with the Commission for approval imposes the following
requirement on the power factor of customers.

Supply Voltage Permissible Power factor Range
(nominal) (half-hour average, unless otherwise
specified by the Network Operatob

132 kV / 66 kV 0.95 lagging
<66 kV 0.9 lagging to

A significant proportion of business custo
permissible levels.

SA Power Networks@ introduced an excess kVAr charge for its business customers in
July 2007. The initial charge of $40 per annum per excess kVAr has since been
increased to $45%.

10 SA Power Networks, Network Tariff & Negotiated Services, 1 July 2012, p. 60.
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The Excess kVAr charge was accompanied by a demand management program that
targeted these customers for the installation of power factor correction®!. SA Power
Networks’ program has been successful in improving the level of Rules compliance
within that jurisdiction.

The Excess kVAr charge is classified in South Australia as an excluded service, for
the provision of capacity in excess of the SA Network Code requirements. In the
Northern Territory, Power and Water proposes this service to be classified as an
Alternative Control Service, as outlined in Power and Water’s Proposed Networks
Services Classification.

A3.4 Charging arrangements
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kW supply
375
625
500
kVAr Absorb kVAr Supply” “kVAr Absorb kVAr Supply ~

Customer A has a power factor of 0.95 and is compliant with the Code. Customer B,
on the other hand, with a power factor of 0.8, is non-compliant. Customer B is
consuming about 19% more network capacity than Customer A but, because of the
tariff structure, does not pay 19% higher network charges.

1 SA Power Networks, Demand Management Program Interim Report No. 3, June 2010, p. 17.
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The permissible power factor is shown in Figure 17. In this diagram, the shaded
area represents the power factor permitted by the NTC.

Figure 17 — Permissible power factor in the Network Technical Code
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55 per cent greater network losses. Power factor
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correction should thus be a matter deserving of enthusiastic regulatory support.

Power factor can be corrected at different levels of the network, using capacitors.
The correction of small customers’ loads is not usually economic. However,
correction at large customers’ premises is invariably the most effective solution, as it
reduces the demand placed on the network at each upstream level. Power factor
compensation at upstream locations is not as cost-effective as correction at the
customers’ premises.

The average costs of providing reactive power at different levels on the network can
be readily estimated. The network must be designed to deliver kVA, and the
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increment in network capacity arising from a lower power factor at the customers’
premises is directly proportional to the increase in kVA. An example calculation of
the incremental cost for the Low Voltage network, based on Power Networks’ long
run marginal cost (LRMC) for the Low Voltage network of $253/kVA, is shown in
Table 4.1

Table 23 - Average cost per excess kVAr

Power factor | 0.90 | 0.85 | 0.80 | 0.70 | 0.60
KW 1.00 | 1.00 | 1.00 | 1.00

KVA 111 | 1.18 | 1.25 | 1.43

KVAr 0.48 | 0.62 | 0.75 | 1.02
Excess KVAr 0.00 | 0.14 | 0.27 | 0.54
LRMC $253 | $268 | $285 | $325

A cost - | $15 | $32 | $72 | $12
/Excess kVAr | - |$110|$119 | $135
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A3.5 Illustrative example of Excess kVAr charge

Based on the two customers of Figure 16, and Power and Water’s current kVA
demand tariff, the monthly bill for two customers with typical consumption volumes
would be as shown in Figure 18.

Figure 18 - Illustrative example of Excess kVAr charge

| Customer A | Customer B
Consumption
kW demand 500.0 500.0
Power factor 0.95 0.80
kVA demand 526.3 625.0
kVAr demand 164.3 375.0
kVAr limit 242.2 242.2
Excess kVAr 0 132.8
kWh per month 182,500 182,500
peak 146,000 146,000
off peak 36,500 36,500 |
kVA per month
peak 526.3 625.0
off peak 421.1 500.0
Monthly bill
SAC $593 $593
Peak kWh $4,499 $4,499
Off peak kWh $1,310 $1,310
Peak kVA $3,386 $3,868
Off peak kVA $643 $751
$10,431 $11,021
Excess kVAr
$10.28/kVAr/mth $1,366
Total charge $10,431 $12,837
Average $/kVA $19.82

R
r

In this exampl e mﬁﬁggxharge of $10.
current tariff str“““%g;%to a,gféiﬁé “e an equitable outcome (ie. to apply the same
average $/kVA rate: th customers). This has effectively increased Customer B’s

financial incentive to rrec t |ts power factor to the same level as Customer A.

exaxax
L
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Attachment 4 — Tariffs for 2014/15, excluding GST

Schedule 1 - All Regions 2014/15 EXCLUDING GST

A - For High Voltage connected Customers

Reference Service' Provided: Normal Transmission and Distribution of Electricity consumed through customer's

metering for customers supplied and metered at high voltage

System
Availability | $/kVA $/KVA ¢/kWh ¢/kWh
Charge peakz off peakz peak2 off peak2
System Availability Charge
Dollars per month 897.555
Plus charges related to monthly
demand
First 50 kVA per month $12.776 $2.970
Next 100 kVA per month $11.206 $2.664 pe
Next 300 kVA per month $9.338  $2.062
Next 500 KVA per month $7.399  $2.062
Any further KVA per month $5.174  $1.553 -
Plus charges related to energy
metered
First 10,000 kWh per month 7.520 7.110 |
Next 20,000 kWh per month 5705 5060 |
Next 50,000 kWh per month 4.650 4.004 V
Next 100,000 kWh per month 3.927 3.262
Any further energy per month 2.599 1.739 |,

T

MWh per year

Reference Service' Provided: Normal Transmission and Distribution of Elecgﬁ@ﬁﬁgﬁ
metering for customers supplied and metered at low voltage i 4
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Availability | $/kV $/RVA
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System Availability Charge R
Dollars per month 897.555

Plus charges related to monthly ’
Frg VAR ., 812776 $2.970

er $11.206  $2.664

$9.338 $2.062
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xggggggggw t 500 KVA per month
-
e

+  Any further kVA per month

.

B - For Low Voltage connected Customers with consu mptionVabo ve 750

E
pE s —

Plus charges related to energy
me terﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ%h E 3
7.520 7.110
mm%ﬂ%ﬁWh per month 5.705 5.060
Next 50,000 kWh per month 4.650 4.004
Next 100,000 kWh per month i 3.927 3262
Any further enérgy perimonth 2.599 1.739
C - For Customers Wﬁﬁiﬁmsu mgﬂﬁzﬁﬁﬁelow 750 MWh per year

. -

igh and Distribution of Electricity for customers supplied at low

.. ﬂxaxaxaxaxaxv
. =

Reference Service' Provided: Norma

voltage in the Darwin and Katherine net“““::xmmmmzfgggggggy
System Availability Charge Domestic Commerciall
Cents per day 42.381 73.965
Plus charges related to energy ¢/KWh ¢/kWh
metered anytime | anytime
First 500 kWh per month 14.612 14.612
Next 500 kWh per month 14.612 14.612
Next 1000 kWh per month 11.846 11.846
Energy used above 2,000 kWh per month 11.846 11.846
(pro-rated per billing period)
Street lighting and similar unmetered supplies 8.380
Unmetered 24 hour supplies 8.380

m Charges for increased or reduced service such as for higher reliability or for back-up supply to on-site generation are subject to negotiation.
1) peak and off-peak periods for demand and energy related charging rates will be as determined from time to time. The peak period rates currently

apply to usage between 6.00 amand 6.00 pmon any day. Off-peak period rates apply at other times.

s
L
.
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Attachment 5 — Tariffs for 2014/15, including GST

Schedule 1 - All Regions 2014/15 INCLUDING GST

A - For High Voltage connected Customers

Reference Service' Provided: Normal Transmission and Distribution of Electricity consumed through customer's
metering for customers supplied and metered at high voltage

System
Availability | $/kVA $/kVA | ¢/kWh ¢/KWh
Charge peak2 off peak2 peak2 off peak2

System Availability Charge
Dollars per month 987.3
Plus charges related to monthly

demand
First 50 kVA per month $8.272 $7.821 y
Next 100 kVA per month $6.276 $5.566 E y %
Next 300 kVA per month $5.115  $4.404
Next 500 kVA per month $4319  $3.588 . 4
Any further kVA per month $2.859  $1.913
Plus charges related to energy
metered i

First 10,000 kWh per month
Next 20,000 kWh per month
Next 50,000 kWh per month
Next 100,000 kWh per month
Any further energy per month

B - For Low Voltage connected Customers with co

S
¢

xaxaxaxaxaxaxaxax S

ion above 750 .

£t v 0 e
.

F = e

r .

r - .

e

.
Reference Service' Provided: Normal Transmission and Distribution of “ty consume&i gustomer's
r
4

=~

L
.

System
Availability KV, $/kVA
& off peak’
System Availability Charge
Dollars per month %
Plus charges related to Ir
4 Next 100 kVA per month” 55566
4 Next 300 kVA per month $5.115  $4.404
g $4319  $3.588
$2859  $1913
Plus chalﬁ%g%gggd to energy
metered .
EmmEggigéxwh per month 14.053 3.267
Next @%Eg%per month 12.327 2.931
Next 50,000 ¥ %@g month 10.272 2268
Next 100,000 E‘%ﬁ%@ nonth r 8.139 2268
Any further energ%%%ﬁm 4 5.691 1.708

C - For Customers wi W%@?bn below 750 MWh per year

.

Reference Service' Provided: Normal Transmission and Distribution of Electricity for customers supplied at low
voltage in the Darwin and Katherine network““““““

System Availability Charge Domestic Commercial
Cents per day 46.620 81.362
Plus charges related to energy ¢/kWh ¢/kWh
metered anytime | anytime
First 500 kWh per month 16.073 16.073
Next 500 kWh per month 16.073 16.073
Next 1000 kWh per month 13.031 13.031
Energy used above 2,000 kWh per month 13.031 13.031
(pro-rated per billing period)
Street lighting and similar unmetered supplies 9.218
Unmetered 24 hour supplies 9.218

m Charges for increased or reduced service such as for higher reliability or for back-up supply to on-site generation are subject to negotiation.

! peak and off-peak periods for demand and energy related charging rates will be as determined from time to time. The peak period rates currently

apply to usage between 6.00 amand 6.00 pmon any day. Off-peak period rates apply at other times.



Attachment 6 - Compliance with the Code, Rules and RIN

This attachment cross-references the Network Pricing Principles Statement and
Indicative Tariff Schedules against the Code, Rules and RIN requirements.

A5.1 Code requirements

The requirements of the Code in relation to network pricing are set out in clause 74,
shown in Table 24.

Table 24 — Code requirements on network pricing

Code clause Proposal section

74.0bjectives of network pricing e@: 3 demonstrates that the
ference tariffs have been
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(vi) the peri E‘?“E“““?%?"whlch the network access Section 3.1 regarding split of Street
service is e3<pected to be supplied; light and Unmetered supplies into two
tariffs.

(c) to be transparent and published in order to Publication of tariff schedules at
provide pricing signals to network users; Attachments 4 and 5.

(d) to promote price stability; and Section 7.2 on tariff movements.

(e) to reflect a balancing of the quest for detail Section 5 on tariff structural changes.
against the administrative costs of doing so which
would be passed through to end-use customers.
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A5.2 Rule requirements

The relevant requirements of the Rules on distribution pricing are set out in

Section I, clause 6.18, concerning DNSPs’ Pricing Proposals. Network tariffs are
firstly assigned to tariff classes, in accordance with 6.18.3. The associated principles
of assignment are in clause 6.18.4.

The requirements of clause 6.18.4 are set out in Table 25.

Table 25 — Tariff classes

Code clause Proposal section

6.18.4 Principles governing assignment or re-assign
retail customers to tariff classes and assessm
review of basis of charging

(a) In formulating provisions of a distribution deter
governing the assignment of refail customersto
or the re-assignment of retail customers from on
to another, the AER must have regard to the followi
principles:

(1) retail customers should be assigned to
the basis of one or more of the foll

-

(i) the nature and extent of thej ; q regarding creation
(ii) g of Commercial HV tariff class
»and tariff.

t applicable

Section 2.2 on creation of
Commercial LV tariff class

There is no distinction between
tariffs or tariff classes on the
basis of whether the customer
has generation.

If Power Networks were to
articular ariff class, or to re- receive representations from a
‘one fariff class to another customer on the tariff class

n effective system of assessment | assignment the matter would

aaaaa

assign
should be suk
and review.

initially be reviewed by Power
Note: Networks and referred to the
If (for example) a customer is assigned (or reassigned) to a | Commission if the tariff class
tariff class on the basis of the customer's actual or assignment were unable to be
assumed maximum demand, the system of assessment and resolved between Power
review should allow for the reassignment of a customer Networks and the customer.

who demonstrates a reduction or increase in maximum
demandto a tariff class that is more appropriate to the
customer's /foad profile.
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The network pricing principles in the Code are set out in clause 6.18.5, and the side
constraint requirements in 6.18.6 (only the relevant parts of clause 6.18.6 are

included in Table 26).

Table 26 — Network pricing principles and side constraints

Code clause

Proposal section

6.18.5 Pricing principles

(a) For each tariff dlass, the revenue expected to be recovered
should lie on or between:

(1) an upper bound representing the stand alone cost of
serving the retail customers who belong to that class; and

(2) a lower bound representing the avoidable cost:
serving those retail customers.

Sections 3.2, 3.3 and 3.6
demonstrate that the
revenue from tariff classes

(b) A tariff, and if it consists of 2 or more charging
charging parameterfor a tariff class:

(1) must take into account the long run marginal
service or, in the case of a charging parameter;,
element of the service to which the charging para
relates; and

2

must be determined having regar
(i) transaction costs associated
charging parameter; and "

ion 5 discusses the
ing parameters for
each tariff, including the
simplification of the
Commercial kVA tariffs.

Customers are or will be

exposed to network tariffs
through retail competition.
Price signals are similar to
those of other distributors.

rovider must adjust its tariffs
expected revenue with

a tariff class particular regulatory year of a
regulatory control period must not exceed the
corresponding expected weighted average revenue for the
preceding regulatory yearin that regulatory control period
by more than the permissible percentage.

Not applicable.

(©)
(1)

The permissible percentage is the greater of the following:

the CPI-X limitation on any increase in the Distribution
Network Service Provider's expected weighted average
revenue between the two regulatory years plus 2%;
CPI plus 2%.

Note:

(2

The weighted average
revenue change for each
tariff class is the same as
the weighted average
change in Power Networks’
revenue in 2014/15.

The calculation is of the form (1 + CPI)(1 + 2%)
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A5.3 RIN requirements

The requirements of the Commission’s RIN in relation to the pricing principles in this

document are set out in Table 27.

Table 27 — RIN requirements on pricing principles

Code clause

Proposal section

16 NETWORK PRICING PRINCIPLES STATEMENT

16.1 Provide a draft statement (Network Pricing Principles
Statement), suitable for publication, setting out the
principles and methods to be used for defining the individual

direct controI services, both standard controI services. andsssﬁss b,

standard control services.

16.2 Explain how tariff classes have been constituted,
regard to:

(a) the need to group customers together on an
economically efficient basis; and
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This document sets out the
pricing principles Power
Networks has used for direct
contml services in section 3
- alternative control
services in section 8.
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In section 2.2 Power
Netwaorks explains how tariff

classes have been constituted.

uaxxxxxxxxxxxy
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Customer taffg have been
“grouped together on the basis
of similar characteristics and
consumption patterns
omestic and Commercial

L), and in the case of
w«Commercial HV, the utilisation

_of components of the
network. This grouping of
tariff classes is therefore
considered to be economically
efficient.

By keeping the number of
tariff classes to a minimum,
Power Networks believes that
unnecessary transaction costs
associated with customers
changing between {ariff
classes will be minimised.

Em—

16.3 In estabhshmﬁ%ﬁ%ﬁﬁg“‘
services, explaln““‘““““
into consideration:

(@) the user's geographlcal and electrical location;

s
-

ference tariffs to a

e e o
-

(b) the quantities in which the relevant network access
service is to be supplied or is supplied;

= pply to direct control
gg‘fi how PWC Networks has taken

Section 2.2 regarding creation
of Commercial HV and
Commercial LV tariff class and
tariff

Section 2.2 regarding creation
of Commercial HV and
Commercial LV tariff class and
tariff
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Code clause

Proposal section

(c) the pattern of network usage;

(d) the technical characteristics or requirements of the user's
load or generation;

(e) the nature of the plant or equipment required to provide
the network access service;

(f) the periods for which the network access service is
expected to be supplied.

Section 2.2 regarding
retention of Commercial and
Commercial kVA tariffs

Section 3.1 regarding split of
Street light and Unmetered
supplies into two tariffs

Section 3.1 regarding split of
Street light and Unmetered
supplies into two tariffs

of

16.4 Explain whether and how, for each tariff, and if it consstsmm
two or more charging parameters, each charging pgﬁ@%ﬂé‘%ﬁﬁ

for a tariff class, PWC Networks has:
(a) taken into account the long run marginal c
T ggéf or ttlﬁ

service or, in the case of a charging paramet 1 3
element of the service to which the charging

relates; and

(b) had regard to:

(i) transaction costs associat;ﬁx
each charging parameter
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The requirements of the Commission’s RIN in relation to tariff schedules are set out

in Table 28.

Table 28 — RIN requirements on tariff schedules

Code clause

Proposal section

18. INDICATIVE TARIFF SCHEDULES

18.1 Provide, for the regulatory year commencing 1 July 2014,
an indicative Network Pricing Proposal and Tariff
Schedules, suitable for publication, that:

This document sets out Power
Networks Pricing Proposal and
Attachments 4 and 5 contain
tariff schedules suitable for
publication.
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relevant regulatory year;
(b) sets out the proposed tariffs for each tariff é@%,

i g

)

(c) sets out, for each proposed tariff, the chargiﬁﬁ .
parameters and the elements of service to w*’FiE
charging parameter relates;

.

(d) sets out, for each tariff class related to standard
control services, the expected weighted average
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- o o
g

@nd network tariffs Power
proposes for 2014/15.
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(e) sets out the nature of any variation or ad]ustgﬁﬁﬁgﬁﬁfim
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the tariff that could occur during the course of the
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N

regulatory year and the bagi@ on which |t
and

e g
.

;.
i

F
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(f) details how the tanffé%ﬁiﬁ%arges have been.
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Sectldié%%* ;@E@: sets out the

.
:
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“circumstances in which a

e
.
-

‘could occur,“%%% E%?ﬁzaatlon or adjustment to tariffs

i
-

| | could occur during 2014/15.

Sectlon 3 demonstrates how the
Network Pricing Principles have
been applied in the formulation
of tariffs for 2014/15.

FE =aag
= = s
. N .

@ﬁggggﬁﬁmonstrates compliance with the principles set out in
Code;

.
-
-
. -
.

Chapter 7 of the NT Ni%ggk Access ( >

i = q
E
-

=
-
.
L

.

Chapter 7 of the Code deals with
requirement for Power Networks
to ring fence its operations.
Power Networks does so in
accordance with the provisions of
the Ring Fencing Code®. In
addition, Power Networks has
established a Cost Allocation
Methodology which is used to
allocate costs of standard control
services and alternative control
services.

12

2009.

Utilities Commission, Northern Territory Electricity Ring Fencing Code, Third version, 1 January
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Code clause Proposal section

(h) demonstrates compliance with any applicable network | Section 3.8 demonstrates

price determination, including any side constraints; compliance with the proposed

and revenue allowance. Section 0
demonstrates that the price
change in 2014/15 does not
exceed the tariff side constraints.
In future years a demonstration
of compliance with the overs and
unders mechanism will be
included in the Pricing Proposal.

i) describes the nature and extent of change from the Section 7 sets out the extent of
previous regulatory year, including the impacton mthe chﬁgggges to network prices in
customers, and demonstrate that the changes. ﬁ%ﬁ“ | 2014/15 and the impact on

E

with the NT Network Access Code and any am;g;g

m
-

5
N
N

-
N

-
N
=
-
.
-

network price determination.
18.2  Provide a copy of the model(s) that have been used in | Power Networks will

£ L
LN N

the development of the tariff schedules, incl /| excerpt from:t
proprietary model(s) provided by a third party;

provide an
supply
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