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1 Background

United Energy Distribution Pty Ltd (UED) is one of five electricity distribution businesses
operating under licence within the State of Victoria, with assets totalling approximately $3.0
billion. UED’s network provides services to some 620,000 end-use customers in Melbourne’s
southern and eastern suburbs, with its area of operation confined to geographically defined
boundaries set out in the Distribution Licence.

Distribution Use of System (DUo0S) (new terminology is Standard Control Services) tariffs are
designed to cover the cost of distribution of electricity to customers. Distribution Network
Service Providers (DNSPs) bill retailers the Network Use of System (NUoS) charges.

NUOoS tariff charges are comprised of two constituent parts, namely; Transmission Use of
System (TUO0S) tariffs and DUoS tariffs. The structures of the TUoS and DUoS tariffs are
identical and the NUOS rates are the simple addition of DU0S tariffs and TUoS tariffs.

NUoS tariffs vary in structure depending on the voltage and size of the connection.

For practical reasons, UED’s TUO0S tariff structure does not reflect the structure of the grid
fees paid by UED to Victorian Energy Networks Corporation (VENcorp) and SP Ausnet. The
TUoS tariff structure has instead been aligned with the DUOS tariff.

In allocating transmission costs, UED has restricted the application of TUoS rates to those
components of the NUoS rates which best reflect the underlying Grid Fees (i.e. Peak Energy,
Summer Demand Incentive Charge, and Rolling Demand). Therefore, recovery of
transmission related charges is mainly through peak energy, Summer Demand Incentive
Charge (SDIC), and rolling demand charges, with off-peak energy and fixed charges not
attracting TUoS.

Transmission costs to UED have been the subject of significant variability, with UED being
limited in its ability to recover these costs, due to constraints on TUoS increases imposed by
the Essential Services Commission (these functions have now been transferred to the
Australian Energy Regulator (AER)). Continued treatment of transmission costs in this
manner exposes UED to significant risk in terms of cash flow, and distorts TUoS pass-
through pricing signals to the market.

1.1 Advanced Meter Infrastructure (AMI)

UED is applying to introduce two new Time-Of-Use Tariffs (TOU) to customers with AMI
enabled meters to impart price signals to reduce energy consumption.

AMI meters must be able to be remotely read to capture interval data to provide to market
participants and a Communications network (see section 1.1.1 below) needs to be installed
to enable AMI meters to be remotely read. However, as the Communications network is
being rolled out progressively across UED territory from 2009 to 2014, this means there will
be pockets where new connections cannot be remotely read, thus new TOU tariffs cannot be
assigned. In these cases, new connections will be assigned to older style accumulation
tariffs (detailed later in this report).

Once Communications have been installed and interval data can be collected, UED can
reassign customers to the new TOU tariffs.
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1.1.1 Communications Network
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1.1.2 Application for new TOD and TOU Network Tariffs

In accordance with clause 2.2.5 of Volume 2 EDPR 2006-10, UED is applying to introduce
two new TOU tariffs — the “Time of Day” (TOD) and the Time of Use (TOU). Details of these
two new tariffs are detailed within this document.
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2 Purpose

This report is intended to give guidance to stakeholders, setting out the issues, principles and
rationale used by UED in setting its NUoS tariffs for 2010. In so doing this report will meet
the requirements set down in the Electricity Distribution Price review (EDPR) 2006-10 and
incremental requirements and interpretations as laid out in the Comparative Report on the
Distributors’ Reporting Requirements (September 2006).

UED welcomes comments from interested parties for consideration in the continual evolution
of UED’s tariff and price setting.

3 Tariff Setting Principles (Basis for Tariff Policies)

The design of the tariffs sought to incorporate the following policy principles:

Regulatory compliance. = Compliance with the regulatory requirements of the
Essential Services Commission EDPR 2006-10. A key requirement by the
Commission is that the network prices faced by a group of customers must lie
between the avoidable cost of servicing that group (lower bound) and the stand-alone
costs of servicing that class (upper bound). These regulatory requirements limit the
extent to which tariffs can change, particularly any average price increases.

Customer choice. To provide customers with meaningful choices of tariff options
based upon behavioural response and shared benefits.

Market equity. Having regard to previous price levels and hence relative changes.
Further, pricing should apply to all retailers in a neutral manner and not impede the
viability of full retail contestability.

Cost reflectivity. Seek appropriate mechanisms for achieving inter-customer group
equity in the allocation of distribution cost-recovery requirements. Pricing is to
recognise cost-reflectivity within the constraints imposed by regulatory requirements
(i.e. that tariffs fall within economic upper and lower bounds) and ensuring efficient
investment signalling and network usage.

The new 2010 TOU tariffs intent is to send pricing signals to customers (especially
with air conditioning load) so that peak demand on the network is reduced, hence

less capital expenditure required. It also provides customers opportunities to shift
their loads to off peak periods reducing demand in peak times.

Behavioural elasticity. Seek to utilise rational consumer behavioural elasticity, both in
terms of usage responses to pricing signals and tariff switching.

Practicality. Seek to simplify mechanisms balancing against economic functionality,
while having regard to minimising transaction and pricing administration cost.

Environmental. Within the limitations of the scope and context of electricity
distribution pricing, have regard to opportunities to improve utilisation efficiency and
accommodate emerging energy technologies, particularly in respect of greenhouse
gas emission reduction.

Understandably, not all the principles can be satisfied to their full extent, while fully complying
with the AER’s requirements, particularly as some pull in opposing directions. UED has
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sought to satisfy these principles to the greatest extent possible whilst maintaining the given
regulatory constraints.

Annual tariff and price changes are governed by the requirements laid out in the 2006-10
EDPR, Codes, etc. The Annual Tariff Report details the new 2010 TOU tariffs, how the
allowed increase in tariff basket prices have been applied, and also how the rebalancing
constraints have been used. UED intends to gain the full revenue allowable by the tariff
basket price controls to recover the efficient costs of operating the network business,
including a commercial return on invested capital for “business as usual” service levels. UED
also intends to use inter-tariff rebalancing where necessary to redress imbalances and cross
subsidies. Tariff rebalancing has been used in the 2010 prices to lend greater emphasis to
price signals as required by the tariff setting principles.
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4 Changes in Tariffs, Tariff Structure and New Tariffs

4.1 Network Use of System Tariffs open and closed to New Connections from
2010:

The 2010 NUoS tariffs reflect the underlying structure of both the TUoS and DUoS charges.
That is, the structures of the TUoS and DUOS tariffs are identical and the NUoS rates are the
simple addition of DU0S and TUoS.

Table 4.1 — Closed and Open Network Tariffs

Closed Network Tariffs*

Low voltage kW time of use (LVKWTOU)

Low voltage large 1 rate (LVL1R)

Low voltage large 2 rate (LVL2R)

Low voltage medium 2 rate 5 day (LVM25D)

Low voltage medium 2 rate 7 day (LVM27D)

Low voltage small 2 rate (LVS2R)

Subtransmission KVA time of use (ST22kVTOU)

Low Voltage kW time of use HOT (LVKWTOUHOQOT)

Low Voltage large KVA time of use HOT (LVKVTOUHOT)

High voltage KVA time of use HOT (HVkVTOUHOT)

Winter Energy Tariff (WET2Step)

Reverse cycle air-conditioning time of use (RCACKWTOU)

Open network Tariffs

Time of Day (TOD)'

Time of Use (TOU)'

High voltage KVA time of use (HVkVTOU)'

Low voltage large KVA time of use (LVKVTOU)'

Unmetered supplies (UnMet)

Low voltage small 1 rate (LVS1R)"

Low voltage medium 1 rate (LVM1R) "

Dedicated circuit (LVDed) "
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From 2010, in almost all cases new connections will receive an AMI capable meter.
However, in some circumstances the AMI meter cannot be remotely read and interval data
cannot be remotely collected therefore these meters will be treated as accumulation meters
until they are “AMI enabled”.

N The following tariffs are only available to new connections where the AMI meter cannot be
remotely read and interval data is not remotely collected (ie. AMI meter is not yet AMI
enabled):

1. Low voltage small 1 rate (LVS1R)
2. Low voltage medium 1 rate (LVM1R)

Once the meter can be remotely read and interval data is collected, UED will
immediately transfer these customers to the new TOD/TOU tariffs (refer section
4.2) depending on their annual usage.

In cases where the above customer wants to receive the Premium Feed in Tariff
(PFIT - section 4.5.3), a net interval meter will be installed (which doesn’t require
remote reading and remote data collection) therefore the LVS1R/LVMI1R tariffs
will be unavailable as the customer will be assigned to a new TOU/TOD tariff
(refer section 4.2).

In cases where solar panels/co generation are installed and where the customer
does not choose (or is ineligible) to receive the PFIT, the site still requires a net or
gross interval meter (which doesn’t require remote reading and remote data
collection), therefore the LVS1R/LVMI1R tariffs will be unavailable as the customer
will be assigned to a new TOU/TOD tariff (refer section 4.2).

3. Dedicated circuit (LVDed)

This tariff is only available to domestic new connections in conjunction with the
LVSI1R tariff that require off peak hot water/storage space heating. In these
cases (multiphase) a second basic meter will be installed at the site to cater for
the dedicated circuit or for single phase connections a two element basic meter
will be installed to measure dedicated and LVS1R. This option supports UED’s
commitment to provide off peak rates.

Once the AMI meter (attached to the LVS1R) can be remotely read and interval
data is remotely collected, UED will transition these customers to the new
TOD/TOU tariffs depending on their annual usage (therefore these customers will
lose their dedicated circuit, but maintain an off peak rate).

In cases where the above customer wants to receive the PFIT (section 4.5.3), a
net interval meter will be installed (which doesn’t require remote reading and
remote data collection) therefore the Dedicated tariff will be unavailable as the
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customer will be assigned to a new TOU tariff (refer section 4.2).

In cases where solar panels/co generation are installed and where the customer
does not choose (or is ineligible) to receive the PFIT, the site still requires a net or
gross interval meter (which doesn’t require remote reading and remote data
collection), therefore the Dedicated tariff will be unavailable as the customer will
be assigned to a new TOU tariff (refer section 4.2).

' The tariffs that are open to new connections who have an interval meter installed are:

Time of Day (TOD) (refer section 4.2)
Time of Use (TOU) (refer section 4.2)
High voltage KVA time of use (HVkVTOU)

w0 N

Low voltage large KVA time of use (LVKVTOU)

As per previous years, unmetered supplies will continue to receive an unmetered tariff:

1. Unmetered supplies (UnMet)

Further information on each of the above tariffs and tariff eligibility can be seen in section
4.3.2.

4.2 New Network Tariffs from 2010

Presently, the majority of smaller customers (less than 400 MWh) have basic meters. These
meters have kWh usage totals measured and summated over a period of up to 30-90 days.
This type of metering enables only the simplest of pricing signals to be imparted, and
necessitates assuming that all customers of a like usage have the same average profile. By
contrast, interval metering logs usage data every half-hour which enables much improved
price signalling, and customer reward for beneficial changes in usage patterns.

To coincide with the AMI rollout, from 2010, UED proposes to further develop its pricing
initiatives with particular emphasis on signals for encouraging the efficient and equitable use
of the electricity distribution network. Where technology (AMI enabled interval meters)
prevails, UED will close the older accumulation style tariffs to new connections, and smaller
customers (less than 400MWh) will receive much more effective and cost reflective price
signalling with the introduction of 2 new Time-Of-Use Tariffs. These tariffs will provide
incentive for customers to defer some of their consumption away from times where costly
peak demands occur. The new tariffs are:

4.2.1 Time of Day (TOD)

This will be a 3-part time of day tariff for customers who consume less than 20 MWh per
annum (therefore, this tariff is predominantly for residential customers). This tariff will
comprise the following:
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Table 4.2 — TOD Components

Component Day of Week Time of Day Time of Year

Fixed Charge All N/A All

Summer Peak Workdays 3pmto 11pm local November to March
Energy Charge time inclusive

Non Summer Peak Workdays 3pmto 11pm local April to October
Energy Charge time inclusive

Summer Shoulder Workdays 7am to 3pm local November to March
Energy Charge time inclusive

Non Summer Workdays 7am to 3pm local April to October

Shoulder Energy time inclusive
Charge
Off Peak Energy Workdays, all day on | 11pm to 7am local All

Charge

Week Ends and
Victorian Gazetted
Public Holidays

time

UED have revised peak times as system load analysis has shown the peak load has
widened to later in the day (previously finished at 7pm, and now finishes at 1lpm).
Furthermore, to encourage usage away from peak times, UED have devised a shoulder
period (7am to 3pm) as well as an off peak period (11pm to 7am) which empowers

customers to shift their load away from the main system peak period.

4.2.2 Time of Use (TOU)

This will be a Time of Use tariff for customers who consume more than 20 MWh and less
than 400 MWh per annum (therefore this tariff is predominantly for commercial customers).
This tariff comprises the following:

Component

Table 4.3 — TOU Components

Day of Week

Time of Day

Time of Year

Summer Peak Workdays 7am to 11pm local November to March
Energy Charge time inclusive

Non Summer Peak Workdays 7am to 11pm local April to October
Energy Charge time inclusive

Off Peak Energy Workdays, all day on | 11pm to 7am local All

Charge

Week Ends and
Victorian Gazetted
Public Holidays

time

Summer Demand
Incentive Charge
(SDIC) measured at
maximum kW per
billing period

Workdays

2pm to 7pm local
time

November to March
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The TOU tariff has been devised to accentuate the emphasis on peak time of day by
encouraging customers to reduce their load during system peak times and stimulate a
demand side management response. The peak period end time has changed from 7pm to
11pm to reflect the widening system peak period time. The SDIC period has also been
widened (previously 3pm to 6pm local time, and is now 2pm to 7pm local time) to reflect the
current system peak time.

4.3 New Connections

4.3.1 Tariff Assignment for New Connections

UED assigns new customers coming into UED's territory for the first time the appropriate
network tariff. Determination of the appropriate network tariff is based on the customer's type
of metering, expected annual energy consumption and/or maximum demand.

Table 4.5 outlines the categories based upon voltage, energy usage, and demand.

Table 4.5 — Network Tariff Categories

Category Maximum Demand (kVA) Annual Energy
Consumption (MWh)

Small <20

Medium 20 to 400

Large > 150 or > 400

Section 4.3.2 lists the 2010 default network tariffs to new connections and the applicable
business rules. Please note that special conditions exist for tariff assignment to LVSI1R,
LVM1R and LV Dedicated (these tariffs are not available to new connections where an
interval meter is installed which can be remotely read, or where an interval meter in installed
where the site has co generation).

Note that interval meters (non AMI) cannot be requested for new connections unless the site
requires a net/gross interval meter for cogeneration. AMI meters can only be read as interval
meters once the meter can be remotely read and interval data remotely collected (AMI
enabled).

The new TOD/TOU tariffs can only be assigned to new customers with an AMI enabled
interval meter. The exception to this is any new embedded generation will have an interval
meter and will have a TOD/TOU tariff before they receive an AMI enabled interval meter.
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4.3.2

LVSI1R:

2010 Default Network Tariffs for New Connections

This tariff is available to new connections where the AMI meter cannot be remotely
read and interval data is not remotely collected (AMI interval meter is not yet
enabled).

This tariff is not available to new connections where an interval meter is installed
where the site has co generation.

Once the meter can be remotely read and interval data is remotely collected (AMI
meter becomes enabled), UED will immediately transfer these customers to new
TOD/TOU tariffs depending on their annual usage.

Customers must be residential.
Requires as a minimum type 6 meter.
Includes a summer and non summer peak energy charge.

Customers can make savings by reducing their energy consumption during summer
months. Usage during non summer is cheaper.

Summer is defined as 1 November to 31 March.

LVMIR:

This tariff is available to new connections where the AMI meter cannot be remotely
read and interval data is not remotely collected (AMI interval meter is not yet
enabled).

This tariff is not available to new connections where an interval meter is installed
where the site has co generation.

Once the meter can be remotely read and interval data is remotely collected (AMI
meter becomes enabled), UED will immediately transfer these customers to new
TOD/TOU tariffs depending on their annual usage.

Customers cannot be residential.
Requires as a minimum type 6 meter.
Includes a summer and non summer peak energy charge.

Customers can make savings by reducing their energy consumption during summer
months. Usage during non summer is cheaper.

Summer is defined as 1 November to 31 March.
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This tariff is only available in conjunction with the LVS1R tariff

Customer must have a dedicated circuit connected to a controlled electric hot water
service and/or storage space heating.

Requires a separately metered dedicated circuit controlled by UED by means of time
switch or other means. Meter will be a type 6 basic.

Is a dedicated off peak charge.
The Off Peak period is 11pm to 7am EST for new connections from 2010.

This tariff is not available to New Customers with embedded generation or Existing
Customers that install embedded generation.

TIME OF DAY (TOD — new from 1/1/2010):

Customers to consume <20MWh/annum

Requires an AMI enabled interval meter installed (new connections) or an existing
interval meter.

All customers <20MWh/annum with an interval meter installed will be
changed/mandated to this tariff once the meter can be remotely read and interval
data remotely collected.

Includes a seasonal peak energy charge. Customers can make savings by reducing
their energy consumption during the peak periods (3pm-11pm Local Time workdays).

Non-Summer Peak energy charge is lower than Summer Peak energy charge to
encourage heating usage.

Includes a seasonal shoulder energy charge. Customers can make savings by
reducing their energy consumption during the shoulder periods (7am-3pm Local Time
workdays).

Non-Summer shoulder energy charge is lower than Summer Shoulder energy charge
to encourage heating usage.

Off-peak energy is all day weekends and public holidays and 11pm to 7am Local
Time workdays. Usage during off peak times is cheaper than peak times.

Includes a Fixed Charge

All controlled load is controlled by the meter. Note, if there are any controlled load
boosts during peak periods, these will be charged the peak tariff rate.

Once transferred to this tariff, customers cannot move onto another tariff for a
minimum period of 12 months.

Summer is defined as 1 November to 31 March.
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Time of Use (TOU - new from 1/1/2010):
Customers must consume >20 and <400MWh/annum.

Requires an AMI enabled interval meter installed (new connections) or an existing
interval meter.

All customers >20MWh and <400MWh/annum with an interval meter installed will be
changed/mandated to this tariff once the meter can be remotely read and interval
data remotely collected.

Includes a seasonal peak energy charge. Customers can make savings by reducing
their energy consumption during the peak periods (7am-11pm Local Time workdays).

Off-peak energy is all day weekends and public holidays and 11pm to 7am Local
Time workdays. Usage during off peak times is cheaper than peak times.

Includes a Summer Demand Incentive Charge measured at maximum kW per billing
period between 2pm and 7pm local time workdays in Summer. This empowers
customers to make savings by altering the time of use of their consumption away
from 2pm to 7pm Local Time workdays in Summer.

Once transferred to this tariff, customers cannot move onto another tariff for a
minimum period of 12 months.

Summer is defined as 1 November to 31 March.
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LVKVATOU:
Customers must be in "large" category (>400MWh or >150KVA).
Must have an Interval meter measuring kW and kVar.

Includes a seasonal peak energy charge. Customers can make savings by reducing
their energy consumption during the peak periods (7am-7pm Local Time workdays).

Includes a Summer Demand Incentive Charge (measured as kVA at maximum kW
per billing period). This empowers customers to make savings by altering the time of
use of their consumption away from 3pm to 6pm Local Time workdays in Summer.

Off-peak energy is all day weekends and public holidays and 7pm to 7am Local Time
workdays. Usage during off peak times is cheaper than peak times.

The peak rolling demand is 7am - 7pm Local Time workdays and is measured as kVA
at maximum kW. The minimum rolling demand applicable is 150 kVA.

Once transferred to this tariff, customers cannot move onto another tariff for a
minimum period of 12 months.

Summer is defined as 1 November to 31 March.

HVKVATOU:
Customers must be in "large" category (>400MWh or >150KVA).

Must have an Interval meter measuring kW and kVar Includes a seasonal peak
energy charge. Customers can make savings by reducing their energy consumption
during the peak periods (7am-7pm Local Time workdays).

Includes a Summer Demand Incentive Charge (measured as kVA at maximum kW
per billing period). This empowers customers to make savings by altering the time of
use of their consumption away from 3pm to 6pm Local Time workdays in Summer.

Off-peak energy is all day weekends and public holidays and 7pm to 7am Local Time
workdays. Usage during off peak times is cheaper than peak times.

The peak rolling demand is 7am - 7pm Local Time workdays and is measured as kVA
at maximum kW. The minimum rolling demand applicable is 1150 kVA.

Once transferred to this tariff, customers cannot move onto another tariff for a
minimum period of 12 months.

Summer is defined as 1 November to 31 March.
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4.3.3 Premium Feed in Tariff (PFIT)

This tariff is available to residential and commercial customers consuming less than 100
MWh/annum who install up to 5 kW of solar panels and have net interval metering.

60 cents per kWh credit will be issued to the NET exported energy ie. solar generation less
home/business usage = net energy exported from the customers premise to the UED
distribution network.

To define an existing distribution tariff which also has the PFIT, a “F” will be added to the
front of the tariff prefix e.g. TOD becomes FTOD.

Your retailer may request this rebate if you are a qualifying customer. The solar rebate may
be requested until the declared scheme capacity date.

As mandated by the Victorian Government and approved by the AER, United Energy has a
charge of $0.0083/supply point/day pass through charge to recover the costs of the PFIT.
These charges are included in the approved Network Use of System charges and are
recovered from all customers.

4.4 Existing Connections

4.4.1 Tariff Reassignments

UED will reassign existing customers who have an AMI interval meter installed which can be
remotely read (AMI enabled). Customers consuming less than 20 MWh per annum will be
reassigned to the new Time of Day (TOD) tariff, and those customers consuming between 20
and 400 MWh per annum will be reassigned to the new Time of Use (TOU) tariff. This is
expected to start occurring from May 2010 (the time the new UED billing system in online).

Existing customers are only eligible to upgrade to a TOU/TOD tariff if they already have an
interval meter installed. If the existing customer does not have an existing interval meter,
then the tariffs available for customers consuming <400MWh will be the LVS1R or LVM1R.

If an existing customer installs solar, then an interval meter will be installed and the tariff will
be changed to either a FTOD or FTOU (depending on consumption).

4.4.2 Existing HOT Tariffs (kWTOU HOT, LVKVA HOT and HVKVA HOT)

Existing customers currently on a HOT tariff will be transferred to a non HOT equivalent tariff
(tariff choice will depend on annual usage) once a new AMI enabled meter is installed.

4.4.3 Slab Heating Customers

Customers with existing slab heating are the only customers who will remain on their existing
pre 2010 tariff configurations post AMI rollout. However, if any of these customers choose to
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install solar they will require a net or gross interval meter therefore will lose their existing
network tariff configuration to a new TOD or TOU tariff.
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4.4.4 Parent Tariffs for new TOU Tariffs

The AIMRO rollout commences in 2009/2010. By December 2010, 15% of all existing
customers (therefore 15% of each and every existing parent tariff) will have migrated to one
of the new TOD/TOU tariffs. Of this 15%, table 4.6 documents the percentage by parent
tariff customer migrating to either the TOD or TOU tariff (these parent tariffs will be closed to
new connections where an interval meter is installed which can be remotely read):

Table 4.6 — Customer Percentage by Parent Tariff migrating to new TOD and TOU

tariffs
Tariff Migration Splits

TOD TOU
S1 99% 1%
S2 97% 3%
DED 100%
M1 80% 20%
M25 47% 53%
M27 66% 34%
L2 5% 95%
L1 0% 100%
KW-TOU 6% 94%

Until the AMI rollout program is complete (2013), the following tariffs will remain for existing
customers who have not had an interval meter installed which can be remotely read:

Table 4.7 — Tariffs open to existing customers without interval meter remotely read

LVS1R
WET2Step

Ded

LVS2R

LVM1R
LVM25D
LVM27D
LVKWTOU
LVKWTOUHOT
LVLIR

LVL2R
LVKVATOUHOT
HVKVATOUHOT

UED proposes that existing large customers (>400MWh/annum) on the LVKVATOU and
HVKVATOU tariffs remain on these tariffs after they have had an AMI meter installed ie.
These customers will see no change to their existing distribution tariff after an AMI meter has
been installed.
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4.5 Average Charge per customer

This section presents the average yearly charge that UED’s customers would have received
in 2009 (if the new tariffs had been present then) and are estimated to receive in 2010. The
following graphs are set out in the four main customer categories; small, medium, large and
HV.

Average Distribution and Transmission charge per customer - Small
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Average Distribution and Transmission charge per customer - Medium
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Average Distribution and Transmission charge per customer - Large
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Average Distribution and Transmission charge per customer - HV
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