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Preliminary

Part 1 Preliminary

Legislative framework

This instrument is made by the Minister under section 116B(1) of the NERL, following a
recommendation from /PART.

Note: Important - This version of this instrument is a consultation draft which IPART has not yet
recommended, and the Minister has not yet considered.

IPART determinations of maximum prices for embedded network

commodities

(1)

)

@

(5)

Under section 116B(4)(b) of the NERL, IPART must determine the maximum price for
each embedded network commodity supplied to a residential customer in accordance
with this instrument.

IPART may make one determination in accordance with the methodologies or several.

If IPART makes several determinations in accordance with the methodologies, a
particular determination may determine a maximum price for a particular class or
category of embedded network commodity, including (without limitation) the maximum
price that applies to an embedded network commodity supplied:

(@) to a particular residential customer or type of residential customer; or
(b) in a particular area.

A determination made in accordance with the methodologies may exclude specified
residential customers, areas, embedded network commodities or other matters from its
application.

A determination made in accordance with the methodologies may specify whether a
maximum price provided for in that determination includes or excludes an amount for a
discount, tax, charge or similar.

Where this instrument requires IPART to make an assessment of charges or prices
offered by retailers, it must base its assessment on generally available offers.
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Electricity

Part 2 Electricity

3  Methodology to determine the maximum price for electricity
supplied through an embedded network

(1) For each distribution area, IPART must determine a maximum price payable by a
residential customer for electricity supplied through an embedded network that
consists of:

(@ amaximum daily fixed charge; and
(b) a maximum consumption charge (per kWh of electricity consumed).

(2) IPART must determine a maximum daily fixed charge under clause 3(1)(@) by reference
to the median of the lowest daily fixed charges offered by each active electricity
residential retailer for the relevant distribution area.

(3) IPART must determine a maximum consumption charge under sub-clause 3(1)(b) as a
flat-rate consumption charge, by reference to the median of the lowest flat rate
consumption charges offered by each active electricity residential retailer for the
relevant distribution area.

(4) IPART s determination under clause 3(3) must be made such that an embedded
network seller may charge either:

(@) a flat-rate consumption charge that does not exceed the maximum consumption
charge determined by IPART; or

(b) aconsumption charge that varies depending on the time of day, and which on
average, would not exceed the maximum consumption charge determined by
IPART.

(5) For the purposes of determining under sub-clause (4)(b) whether a consumption
charge that varies depending on the time of day would exceed the maximum
consumption charge, regard must be had to consumption profiles published by the
Australian Energy Regulator in respect of the relevant default market offer
determination.

Draft methodologies to determine maximum prices for residential customers supplied through embedded networks in
NSW Page |2



Gas

Part 3 Gas

Methodology to determine the maximum price for gas supplied

through an embedded network

(1)

(2)

(4)

(5)

For each distribution area, IPART must determine a maximum price payable by a
residential customer for gas supplied through an embedded network that consists of:

(@ amaximum daily fixed charge; and
(b) a maximum consumption charge (per MJ of gas consumed).

For each distribution area, IPART must determine the maximum gas daily fixed charge
referred to in clause 4(1)(a) by reference to the median of the lowest daily fixed charges
offered by each active gas residential retailer:

For each distribution area, IPART must determine the maximum consumption charge
referred to in clause 4(1)(b) by reference to the median of the lowest consumption
charges offered by each active gas residential retailer.

For the purposes of identifying the median of the lowest consumption charges in sub-
clause (3), IPART is to calculate the consumption charge for each offer using the
following formula:

_ i B X Q

A
B

where:

(@) Ais the consumption charge for the offer;

(b) Pjis the consumption charge applicable to tariff block i of the offer;

() Qjis the annualised quantity of gas attributed to tariff block i of the offer;

(d) Bis the annual residential gas consumption benchmark, being 12,680 MJ; and

(e) nisthe number of tariff blocks in the offer.

Note: the annualised quantity of gas within tariff block i of the offer is calculated as the quantity in
the daily tariff block i multiplied by 365.

For each distribution area, IPART must determine a maximum price payable by a
residential customer for gas supplied through an embedded network in such a way that
the following consumption of gas is attributed to that residential customer for a billing
period:

(@) where the supply of gas is metered—the volume measured by the meter as being
supplied to that customer during the billing period; and

(b) where the supply of gas is not metered—2.74MJ multiplied by the number of days
in the billing period.
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Hot water

Part 4 Hot water

5

Where gas is used to heat water

(1)

)

For each distribution area, IPART must determine a maximum price payable by a
residential customer for hot water that is heated using gas, and is supplied through an
embedded network, that consists of:

(@) amaximum daily fixed charge; and
(b) a maximum consumption charge (c/MJ of gas used to heat the water).
IPART must determine a maximum daily fixed charge under clause 5.1(1)(@) which is:

(@) where an embedded network seller provides a separate gas service to the
residential customer—nil; and

(b) otherwise—set at the median of the lowest daily fixed charges offered by each
active gas residential retailer (for the supply of gas).

IPART must determine a maximum consumption charge under clause 5.1(1)(b) that:

(@) is set as though it were a charge for gas to which Part 3 of this instrument applied,;
but

(b) allows residential customers to be charged for a maximum of 0.4 MJ of gas for each
litre of hot water consumed, as measured upstream of any thermostatic mixing
valve.

Where electricity is used to heat water

(1)

(2

For each distribution area, IPART must determine a maximum price payable by a
residential customer for hot water that is heated using electricity, and is supplied
through an embedded network, that consists of a consumption charge (per kWh of
electricity consumed to heat the water) only.

Note: The maximum price is not to include any fixed component.

IPART's determination under clause 6.1(1) must be made such that an embedded
network seller's consumption charge does not exceed the result of the following
formula:

Maximum gas consumption charge X 0.4

MECC kWh =
per Electricity per litre

where:

(@) MECC per RWh means the maximum electricity consumption charge (c/kWh of
electricity consumed to heat the water);

(b) Maximum gas consumption charge means the consumption charge (in c/MJ)
determined by IPART that would apply if the water were heated by gas; and
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Hot water

(c) Electricity per litre means the amount of electricity (in kWh) used by the embedded

network seller to heat 1 litre of hot water, measured upstream of any thermostatic
mixing valve.

Note: 0.4 MJ/L is the maximum common factor for gas.
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Centralised air-conditioning

Part 5 Centralised air-conditioning

Methodology to determine the maximum price for centralised
air-conditioning supplied through an embedded network

(1)

)

(4)

For each distribution area, IPART must determine a maximum price payable by a
residential customer for centralised air-conditioning supplied through an embedded
network that consists of a consumption charge (c/kWh) only.

A consumption charge determined under clause 7(1) must be determined in
accordance with Part 2 of this instrument as though it were a consumption charge for
electricity.

A determination of a maximum price under clause 7(1) must deem a customer’s usage
of centralised air-conditioning supplied through an embedded network to be:

(@) the amount metered or otherwise measured as being supplied to the customer; or
(b) 2.5 kWh per day.

Despite sub-clause (3), a determination must set a price of nil for all centralised air-
conditioning supplied through an embedded network where an embedded network
seller.

(@) does not deem that all residential customers who are supplied with centralised air-
conditioning supplied through an embedded network use the amount metered or
otherwise measured as being supplied to each customer; and

(b) does not deem that all residential customers who are supplied with centralised air-
conditioning supplied through an embedded network use 2.5 kWh per day.

Note: The intention behind sub-clause (4) is that an embedded network seller should calculate usage on
the same basis for all residential customers who are supplied with centralised air-conditioning through

an embedded network.
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Definitions and interpretation

Part 6 Definitions and interpretation

8

Definitions
In this instrument:

active electricity residential retailer means an authorised retailer with at least 1,000
residential electricity customers in NSW, reported in the Australian Energy Regulator's retail
market performance data, for the relevant period when the maximum price is calculated.

active gas residential retailer means an authorised retailer with at least 1,000 residential
gas customers in NSW, reported in the Australian Energy Regulator's retail market
performance data, for the relevant period when the maximum price is calculated.

Corporations Act means the Corporations Act 2001 (Cth).
distribution area means:

(@) inrespect of electricity—means a distribution district as defined under the Electricity
Supply Act 1995; and

(b) inrespect of gas—the area serviced by a local area retailer for gas (in its capacity as
the local area retailer).

embedded network has the same meaning as in the NER.
embedded network customer has the same meaning as in the NERL.

Note: The NERL defines ‘embedded network customer” in a way that excludes a person whose total
consumption across multiple premises serviced by embedded networks exceeds an upper consumption
threshold prescribed in the National Energy Retail Law (Adoption) Regulation 2020. 200MWh per year
for electricity and 1,000 gigajoules per year for gas.

generally available offer means any plan that:

(a) is available to in the relevant distribution area;,

(b) applies to the relevant type of customer (ie, a residential customer or a business
customer); and

(c) is not a restricted plan.

IPART means the Independent Pricing and Regulatory Tribunal established under the
Independent Pricing and Regulatory Tribunal Act 1992.

NERL means the National Energy Retail Law (NSW).

relevant default market offer determination means the determination or determinations
made under section 16 of the Competition and Consumer (Industry Code—Electricity Retail)
Regulations 2019 (Cth) which IPART considers to be most relevant to the making of a
determination under section 116B(1) of the NERL, at the time IPART makes such a
determination.
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Definitions and interpretation

residential customer has the same meaning as in the NERL.

restricted plan means plans of a type described in paragraphs 77 and 78 of the AER Retail
Pricing Information Guidelines (April 2018), Version 5.0.

9 Interpretation

In this instrument, unless in so far as the contrary intention appears:

(1)

)

@)

(4)

(5)

(8)

(9)

headings are for convenience only and do not affect the interpretation of this
instrument;

a reference to a part, clause, table or box is a reference to a part of, clause of, table in or
box in this instrument unless otherwise indicated;

a construction that would promote a purpose or object expressly or impliedly
underlying the National Energy Retail Law (NSW) is to be preferred to a construction
that would not promote that purpose or object;

areference to a law or statute includes regulations, rules, codes and other instruments
(including licences) under it and consolidations, amendments, re-enactments or
replacements of them or of the law or statute itself;

a reference to a month is to a calendar month;

a reference to a person includes a reference to the person's executors, administrators,
successors, substitutes (including, but not limited to, persons taking by novation),
replacements and assigns;

a reference to a body, whether statutory or not:
(@) which ceases to exist; or
(b) whose powers or functions are transferred to another body;

is a reference to the body that replaces it or that substantially succeeds to its powers or
functions;

a reference to a business name which is replaced by a different business name is taken
to be a reference to the replacement business name; and

terms defined by the NERL and used in this instrument have the meaning given to them
by the NERL.

9.2 Explanatory notes

Explanatory notes and examples do not form part of this instrument, but in the case of
uncertainty may be relied on for interpretation purposes.
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