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1. Background 

The Australian Energy Regulator (the “AER”) published the Electricity Distribution Ring-Fencing Guideline on 30 November 2016 under the National Electricity 
Rules (the “NER”) with amendments made on 17 October 2017 (the “Guideline”). The Guideline provides for functional separation of regulated and 
competitive business activities to promote competition in the provision of contestable electricity services. The Guideline is effective from 1 December 2016 
and Distribution Network Service Providers (DNSP) are required to comply not later than 1 January 2018. As required by the Guideline, Energex must submit 
an annual Ring-Fencing compliance report to the AER by the 31st of October 2018. The annual compliance report must be accompanied by an assessment of 
compliance by a suitably qualified independent authority.  

Under clause 6.2.1 (c) of the Guideline, Deloitte has been engaged by Energex as the qualified independent authority to perform an independent assurance of 
Energex’s Ring-Fencing Annual Compliance Report (the “Compliance Report”) to determine if it has been prepared, in all material respects, in accordance with 
the requirements of the Guideline for the period from 1 January 2018 to 30 June 2018 (the “audit period”). Deloitte’s assurance engagement has been 
conducted with the objective of expressing an opinion on Energex’s compliance with the Guideline. 

In accordance with an engagement letter between Energex and Deloitte dated 27 August 2018, Deloitte conducted the assurance engagement in 
accordance with the Standard on Assurance Engagements ASAE 3100 Compliance Engagements. The standard requires us to comply with ethical 
requirements applicable to assurance engagements, and plan and perform procedures to obtain reasonable assurance about whether Energex have 
complied with the Guideline, in all material respects, as evaluated against the Guideline Obligations. 
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4. Independent Assurance Report to Energex 
 
Qualified Opinion 
We have undertaken a reasonable assurance engagement of Energex’s Ring-Fencing Annual Compliance Report (the “Compliance Report”) to determine if it has been prepared, 
in all material respects, in accordance with Ring-Fencing Guideline for Electricity Distribution on 30 November 2016 under the National Electricity Rules (the “NER”) including 
amendments made on 17 October 2017 (the “Guideline”) as evaluated against the obligations under the Guideline (the “Obligations”) for the period from 1 January 2018 to 30 
June 2018.  
 
In our opinion, except for the exceptions noted in Section 3 of this report relating to Disclosure of information and Protection of confidential information, Energex has complied, in 
all material respects, with the Guideline as evaluated against the Obligations for the period from 1 January 2018 to 30 June 2018. 
 
Basis for Qualified Opinion  
We conducted our engagement in accordance with Standard on Assurance Engagements ASAE 3100 Compliance Engagements (“ASAE 3100”) issued by the Auditing and Assurance 
Standards Board.  
 
We have identified inadequate controls that manage obligations relating to Disclosure of information and Protection of confidential information obligations, which have the potential 
for material noncompliance.  We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion. 
 
Energex’s Responsibilities  
Energex management is responsible for:  
a. The compliance activity undertaken to meet the Guideline; 
b. Identifying risks that threaten the Guideline identified above being met;  
c. Identifying suitable compliance requirements in the Guideline as required by the Australian Energy Regulator (the “AER”); and 
d. Identifying, designing and implementing controls to enable the Guideline to be met and to monitor ongoing compliance.  
 
Our Independence and Quality Control  
We have complied with the independence and other relevant ethical requirements relating to assurance engagements, and apply Auditing Standard ASQC 1 Quality Control for 
Firms that Perform Audits and Reviews of Financial Reports and Other Financial Information, and Other Assurance Engagements in undertaking this assurance engagement.  
 
Assurance Practitioner’s Responsibilities  
Our responsibility is to express an opinion on Energex’s compliance, in all material respects, with the Guideline as evaluated against the Obligations for the period from 1 January 
2018 to 30 June 2018. ASAE 3100 requires that we plan and perform our procedures to obtain reasonable assurance about whether Energex has complied, in all material respects, 
with the Guideline as evaluated against the Obligations, for the period from 1 January 2018 to 30 June 2018. 
 
An assurance engagement to report on Energex’s compliance with the Guideline involves performing procedures to obtain evidence about the compliance activity and controls 
implemented to meet the Guideline. The procedures selected depend on our judgement, including the identification and assessment of risks of material exception with the Guideline, 
as evaluated against the Obligations.  
 
Our procedures included: 

 Inquiring with Energex personnel what preventative, detective and corrective controls are in place to allow Energex ‘s to comply with the Obligations;  
 Evaluating whether the control is appropriate with consideration given to the competence of the person performing the control, frequency of the control and whether the 

control allows Energex ‘s to comply with the Obligations; 
 Selecting a sample of instances where we would expect the control to be performed, observing the control being performed, and inspect associated documentation to 

evidence the effectiveness of the control throughout the period; 
 Checking that registers are publicly available, accurate and complete by ensuring any staff, office or information sharing and waivers obtained have been appropriately 

included in the registers. Checking that any inclusions in the registers are factually correct by discussing with management and assessing associated documentation; 
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 Obtaining transaction listings and testing for appropriate segregation between distribution services and contestable services provided; and 
 Inquiring with management whether they are compliant with the Obligations. 

 
Inherent Limitations   
Because of the inherent limitations of an assurance engagement, together with the internal control structure it is possible that fraud, error, or exception with compliance 
requirements may occur and not be detected.  
 
A reasonable assurance engagement for the period from 1 January 2018 to 30 June 2018 does not provide assurance on whether compliance with the Guideline will continue in 
the future.  
 
Restricted Use 
This report has been prepared for use by Energex for the purpose of meeting the reporting requirements of the AER. We disclaim any assumption of responsibility for any reliance 
on this report to any person other than Energex, or for any purpose other than that for which it was prepared. However, we understand that a copy of the report has been 
requested by AER. We agree that a copy of the report may be provided to AER for their information in connection with this purpose but, as will be made clear in the report, only 
on the basis that we accept no duty, responsibility or liability to any party, other than you, in connection with the report or this engagement.   
 
It is our understanding that the AER may publish a copy of our report on their website. We accept no responsibility to any person or entity, apart from Energex that is provided 
with, or obtains a copy of our report, without our written agreement. No other person or entity is entitled to rely, in any manner, or for any purpose, on this report. We do not 
accept or assume responsibility to anyone other than Energex for our work, for this report, or for any reliance which may be placed on this report by any party other than Energex.  
 
 

DELOITTE TOUCHE TOHMATSU  

 
 
 
Matthew Fraser 
Partner 
Deloitte Risk Advisory Pty Ltd  
Chartered Accountant 
29 October 2018 
  










