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I wish to acknowledge the Traditional Custodians of the lands 
on which we meet today.

I pay our respects to Elders past, present and into the future. 
We acknowledge their continuing connection to the land, sea 

and community.

I acknowledge and welcome any Aboriginal and Torres Strait 
Islander people who are attending today’s event.
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Today’s discussion will include …

Feedback provided during the workshops will be documented and considered alongside submissions to the call for 

input and other evidence gathered through the review. This feedback will inform the AER’s policy development 

process, including the development of the draft decisions and final decisions.

Overview

Introduction (15 mins)

• Opening remarks (AER Board 
member)

• About the review, including:

o Focus and scope of the review 

o Review timeline, including key 
milestones

o Service classification, ring-
fencing and shared assets

    

Discussion and feedback (1 hour 45 minutes)

• Discuss issues proposed in scope of review, including: 

o Related electricity service providers (RESPs)

o Functional separation and affiliated entities

o Ring-fencing waivers

o Shared assets, materiality and benefit sharing

o Compliance, monitoring and reporting

• Provide feedback on what is working, what is not working 

and what should change
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Opening remarks 

AER Board member 
5 minutes
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Introduction
10 minutes
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We are reviewing the Ring-fencing Guideline (electricity distribution)(v5) and the Shared Asset Guideline (v2)
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Focus and scope of the reviewWe propose to focus the review on issues that have been widely raised by stakeholders, have the potential to 
reduce overall efficiency, causing harm to consumers and can be addressed through changes to the guidelines

 

Scope of the review
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Call for Input

25 June 

Stakeholder 
workshops

July 2026

Information notices to 
DNSPs & affiliates

Late July 2026

Call for input closes

6 August 2026

Draft decision 

September/October 
2026

Draft decision 
consultation

October – November 
2026 

Final decision

December 2026

Review timeline

We will take a dynamic approach to stakeholder engagement to reduce the burden on stakeholders, where 

possible, as we are aware of the number of concurrent consultations and reform processes across the sector.

We will also ensure the review is conducted efficiently, while not compromising on our ability to engage with 

stakeholders and the issues under consideration.

Introduction
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• Service classification determines how a 

network service provider’s distribution service is 

regulated, including its regulatory treatment, 

cost-recovery approach and ring-fencing 

requirements.

• Ring-fencing separates direct control services 

from other services provided by a network 

service provider or its affiliates. The guideline 

sets the conditions and obligations that apply 

to maintain this separation.

• Shared assets are used to provide both 

regulated electricity services and 

unregulated services. The AER may reduce a 

service provider’s revenue allowance to reflect 

costs attributable to unregulated generated 

from shared assets.
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Discussion
1 hour 45 minutes
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Discussion topic 1: 

Related electricity service provider 
(RESP)

20 minutes
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Ring-fencing 
Guideline scope

(r.6.17.2(a))

Cost Allocation Guideline scope (r.6.15.2(1)) Scope of legal separation from DNSP (r.6.17.2(b)(1)(i))

Standard 
Control 
Services

Alternative 
Control 
Services

Distribution 
Services 

Other 
Services 

All Services

Negotiated 
Distribution 

Services

Unregulated 
Distribution 

Services

Shared Asset  
Guideline scope

(r.6.4.4(d))

Legally separate affiliateDistribution network service provider

Shared Asset  
Guideline not 

applicable

Other 
electricity 
services 

Other non-
electricity 
services 

Other 
Distribution 

Services

Contestable electricity services

Direct 
Control 
Services

• Related electricity 

service provider, in 

relation to a DNSP, 

includes: 

a) an affiliated entity of 

the DNSP; and;

a) the part of the DNSP 

that provides 

contestable electricity 

services but excludes a 

part of an affiliated 

entity that provides 

direct control services. 

Source: AER, Ring-fencing Guideline 

(Electricity Distribution) (Version 4, 

February 2025), clause 1.4 (Definitions – 

"related electricity service provider"). 
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▦
Part of the DNSP that is a RESP
Operates within the DNSP

• Subject to functional separation obligations
• Includes non-discrimination, staff and office 

separation, branding and information controls
• Does not require a separate legal entity

▦
RESP as affiliated entity (external)
Operates through an affiliated, legally 
separate entity

• Subject to functional separation obligations
• Also subject to legal separation
• Also subject to accounting separation

‘Contestable services’ delivered by part of the DNSP that is a RESP

⇄ Negotiated distribution service

1 What is it?
• Classified by the AER through each DNSP’s F&A 

process as part of the reset determination. 
• Negotiated transmission service via dual function 

asset (small number of cases).

2 What it means in practice?
• Used where a distribution service is provided to an 

applicant on negotiated terms.
• The framework requires good-faith negotiation and 

information exchange; dispute resolution process 
determined under the NER.

3 How it has been used
• There have not been many negotiated distribution 

services since 2016.
• In the Victorian 2026–31 determinations, third-party 

EVCI asset rental was classified as negotiated.

≡ Unregulated distribution service

1 What is it?
• A distribution service not classified as a direct 

control or negotiated distribution service.
• Where economic regulation is not warranted, the 

service remains unregulated.

2 AER's role
• The AER does not classify services as “unregulated”.
• It may identify them on a non-exhaustive basis in 

classification materials for clarity and transparency.

3 Examples
• Distribution asset rental — office space, poles and 

ducts, and EV-charger space.
• Contestable metering support services (depending 

on jurisdiction)
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Staff observations, interactions with DNSPs and feedback from stakeholders

1 2 Negotiated distribution 
services may not fit neatly
Negotiated distribution services may not be
well suited to functional separation 
obligations, given the nature of those 
services and how they are commonly 
delivered.

3 Limited visibility of unregulated 
services

It is not always clear which unregulated 
distribution services are being provided 
through part of a DNSP business that is a 
RESP, making the scope of those activities 
harder to identify.

4

Access-related activities 
appear common

Access-related activities appear to be one of 
the more common categories of unregulated 
distribution service associated with part of 
the DNSP that is a RESP, in addition to 
delivery of jurisdictional schemes.

5 RESP models may not be used consistently
Not all DNSPs may have established a part of a business that is a RESP,
or provide unregulated or negotiated distribution services. Practice 
appears to vary across businesses.

Functional separation may be difficult to 

demonstrate and enforce

Embedding RESP activities within the DNSP business creates practical 
risks across shared staff, systems, incentives, information flows and 
decision-making. The corporate services carve-out may amplify these 
risks where shared support functions have visibility across, or influence 
over, both DNSP and RESP activities.
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Functional separation requirements apply to provision of unregulated and 

negotiated distribution services by the part of the DNSP that is a RESP.

1. What are the costs and benefits of requiring a DNSP to comply with 

functional separation requirements to deliver negotiated distribution 

services?

2. What unregulated distribution services do DNSPs provide? Can you 

provide examples of types of services?

3. What are the costs and benefits of requiring a DNSP to comply with 

functional separation requirements to deliver unregulated distribution 

services?
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Discussion topic 2: 

Functional separation and RESPs

20 minutes
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• Functional separation aims 

to reduce the risk of 

discrimination by 

preventing a DNSP from 

using its regulated position 

to favour a part of a 

business that is a RESP or 

an affiliated entity RESP, 

over third-party providers.

• The guideline separates a 

DNSP’s direct control 

services from contestable 

electricity services that are 

provided by a RESP part of 

the DNSP, or by affiliated 

entities that are RESPs. 

• Functional separation 

obligations apply where 

contestable electricity 

services are provided by 

part of a DNSP, or by an 

affiliated entity.

Functional separation requirements under the guideline
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Discussion questions: Functional separation & RESPs

1. Do you agree with current intent of the functional separation 

requirements?

2. Are the functional separation requirements operating as intended?

3. If not, what changes are needed?
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Discussion topic 3: 

Ring-fencing waivers

20 minutes
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• Ring-fencing waivers allow 

the AER to exempt a DNSP 

from certain obligations where 

strict compliance is not 

beneficial. They are intended 

to be exceptional, not 

business as usual.

• Waivers may be given for 

legal separation, staff and 

premises separation, and 

branding requirements, but 

not for core protections such 

as cost allocation, non-

discrimination, registers and 

treatment of confidential 

information.

• DNSPs are expected to 

demonstrate why a waiver is 

justirfied, and must otherwise 

comply with the guideline.

Ring-fencing waiver application and assessment process
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What we have heard: Ring-fencing waiver framework 24
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1. Do you agree with current intent of the ring-fencing waiver 
framework?

2. Is the ring-fencing waiver framework operating as intended?

3. If not, what changes are needed to the waiver framework?

25Discussion questions: Ring-fencing waiver framework
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Discussion topic 4: 

Shared assets, materiality and benefit 
sharing

20 minutes
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What are shared assets?

Assets used to provide both 

regulated distribution services 

and unregulated services.

In distribution networks, this 

usually means assets funded 

through regulated revenues for 

standard control services.

The same asset may also be 

used to provide another 

service that is not regulated by 

the AER.

DNSPs may earn unregulated 

revenue from assets that 

regulated consumers have 

helped fund.

Without a shared asset 

mechanism, consumers may 

continue paying for costs that 

are also being recovered 

elsewhere.

The framework is intended to 

ensure consumers receive an 

appropriate benefit from that 

additional use.

Why it matters How the guideline works

The Shared Asset Guideline 

sets out when regulated 

revenue may be adjusted.

A materiality threshold applies 

first to determine whether 

unregulated revenue is 

significant enough to consider 

an adjustment.

If the threshold is met, a 

benefit-sharing adjustment 

may apply. This allows part of 

the unregulated revenue to be 

shared with consumers 

through lower regulated 

revenue.
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Scenario 4: Shared assets, materiality and benefit sharing
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1. Are the shared asset arrangements achieving their intended 

purpose?

2. Do consumers receive an appropriate share of the benefits 

generated from assets they have funded?

3. Is the aggregate 1 per cent materiality threshold and 10 per cent 

benefit-sharing proportion appropriate?
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Discussion topic 5: 

Compliance, monitoring and reporting

20 minutes
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What we have heard: Compliance, monitoring and reporting
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1. Does current reporting provide the information needed to assess 

whether the guidelines are operating effectively?

2. Do any requirements create unnecessary burden or duplication?

3. What reporting should be retained, removed, clarified or added?
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Additional comments and feedback on the guidelines
35

1. Do you have any further comments on feedback on other areas of the 

guidelines that we have not covered?
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Wrap up and next steps

5 minutes
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Call for Input

25 June 

Stakeholder 
workshops

July 2026

Information notices 
to DNSPs & affiliates

Late July 2026

Call for input closes

6 August 2026

Draft decision 

September/October 
2026

Draft decision 
consultation

October – November 
2026 

Final decision

December 2026

• Workshop feedback will be 

considered alongside call for 

input submissions, internal 

analysis and other evidence 

gathered throughout the review.

• Feedback will help test key 

issues, identify practical impacts 

and inform options for any 

proposed changes to the 

guidelines.

• For further questions or queries, 

please email 

AERringfencing@aer.gov.au
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Closing remarks 

AER Board member
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