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Welcome/ Acknowledgment of country Jim Cox, AER Board member 5 mins
Network business presentation 1. Ausgrid 15 mins
2. Endeavour Energy 15 mins
3. Essential Energy 15 mins
Overview of Issues Papers Arek Gulbenkoglu, GM 10 mins
Consumer Challenge Panel (26) facilitated Mark Henley (Chair) 45 mins
discussion Elissa Freeman

Robyn Robinson

Closing remarks, next steps - submissions 12 Jim Cox, AER Board member 5 mins
May
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Ausgrid is more efficient, safer and has happier customers

@ Since FY16 we have reduced operating costs by 48%...
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..without compromising safety...
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@ .... maintained capex at sustainable levels while delivering more...

2500 Capex to meet Tackling
network long term
2000 growth challenges

1500

o |||III||
500
‘1l Inilisnininm

O NN N WD QD D 92
Q Q A NV N\ r\ r\ /\ INZN
Q! QEOQ! QEOQlod d d d Q\ d A\ Q Q\\ d Q,d ’),Q Q,Q (],Q q,{( %Q{LQ "],{(3(]/

Average spend: Average spend: Average spend: Average spend: Average spend:
$1,179m p.a. $1,828m p.a. $762m p.a. $655m p.a. $662m p.a.

$ million real FY24

@ ....and becoming more trusted by customers.
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Engagement brings together BAU
insights, independent RCP and
bespoke community consultation

Highlights

@ Analyse 16 services across 12 customer segments and
channels to give clarity on where we are surpassing or failing to
meet customer expectations

Developed our FY23 strategy and updated vision in
collaboration with our CCC based on in depth community
engagement on priorities

Employed Al to analyse 40,000 BAU customer verbatims to,
amongst other things, identify potential metrics for our
Customer Service Incentive Scheme (CSIS) proposal

Delivered the Voice of Community Panel over 9 days, which
continues in 2023

‘f\Ausgrid

Voice of Community Panel

22 Feb Meet and Greet: Meet Ausgrid Board members, CEO and key staff
27 Feb Day 1: Hear from independent experts

15-17Mar”  Day 2: Panel call their choice of experts

22-24 Mar”® Day 3: Review insights and develop priorities

30 Apr Day 4: Define fairness and propose initial recommendations

14 May Day 5: Consider options and trade-offs

24 - 26 May” Day 6: Consider recommendations and regional perspectives

4 June Day 7: Agree final recommendations and present report to Ausgrid Chairman and CEO
17 Sep Day 8: Refine Draft Plan: Resilience and net zero

15 Oct Day 9: Provide feedback on the Draft Plan*

~ These days were held in the three different regions of Ausgrid’s network.

* The Voice of Community Panel joined with representatives from all of our other end customer engagement streams.

Attendees Own/rent Solar panel Engagement
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Engagement brings together BAU
insights, independent RCP and
bespoke community consultation

Highlights

Held stakeholder roundtables with 35 peak bodies, including
Vision Australia, NSW Tenants Union, Older Women’s Network
and Sydney Alliance

Engaged CALD (Vietnamese, Arabic, Mandarin) and ATSI
communities (Bahtabah, Wonnaruah, Metro)

Met with 31 business customers 1:1 and in small groups

Held 70 meetings with Reset Customer Panel (RCP) over 18
months, and continuing in 2023

"f\Ausgrid




Delivering value for money for our customers

s;\Ausgrid

External factors and customer priorities are driving our proposed price path

Average residential customer network charges ($ nominal)

Estimated bill in FY29 driven by
affordability measures we are

Estimated bill in FY29 including
factors in our control that we

Estimated bill in FY29 driven by
factors outside our control
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1. Ausgrid total network charges include distribution plus pass through of transmission costs and the NSW Climate Change Fund. In FY24 our estimate of total network charges is $581.

2. Bill calculated using 5,000 kWh, on EA010 to FY23 and EA116 from FY24 onwards.

For Official use only



January 2023

Our TSS Explanatory

Statement for

2024-29

“9HAusgrid
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Tariff Structure Statement

Network tariff reform enables efficient utilisation of the grid,
supporting a least-cost transition to a decentralised and
decarbonised energy system.

Cost-reflective demand tariffs remain our default tariff for
small customers, with the option to opt-out to time-of-use

m]
g}ﬂ Introducing embedded network tariffs

@E Introducing export tariffs with rewards and charges

49 Continuing to trial innovative EV pricing options, in
@ addition to our standard tariff offerings

Introducing flexible tariffs to incentivise large-scale storage
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AER Issues Paper

A fair and balanced initial assessment of our Regulatory Proposal

Initial observations

No surprises;
Recognises that customer views have driven our proposal;

Appropriate that key capex focus areas will be resilience, CER
integration and non-recurrent ICT (cyber security and SAP
ERP replacement);

March 2023

Positive feedback on Tariff Structure Statement;

Intending to re-integrate Type 5 & 6 metering services into
standard control services; and /\R .

Further discussion needed on NSW labour market and impact AAktar
on wage price forecasts for ancillary services.




Thank you
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Customer centric
Regulatory Proposal

AER Public Forum 5 April 2023







What was different in this reset?

Our Business Narrative embodied four key investment themes that responded directly to customer preferences

Key take outs from our Customer Panel:

Community mindedness (a strong focus on fairness, concern for those who are under financial pressure, interest in ‘working together’)
Customers valued actions today that they believed would deliver long term service outcomes and cost savings

Strong focus on increasing energy affordability and resilience

Strong focus on what individual customers can do - to save money, to proactively manage their energy and to use cleaner energy

Customer Panel preferences suggested a level of service and investment higher than Endeavour Energy had set out in our Preliminary
Proposal




A headline view of our Regulatory Proposal 2024 - 2029

@ Balancing our customers’ future @ Targeted investments that @ Longest and most

priorities with a sharp focus on demonstrate top-down restraint in comprehensive, co-designed
affordability by tightly managing the the services most valued by our engagement program meeting AER
costs we can control customers Early Signal Pathway requirements

@ Servicing historic growth in @ New emphasis on emerging .Accelerating the transition of
Western Sydney with 116,000 new customer priorities of resilience customers to cost reflective tariffs to
connections, including an and facilitating an accelerated improve fairness, manage demand
international airport and new city energy transition and empower customers




Stakeholder Deep Dive, July 2022

Stakeholder Deep Dive, July 2022 Customer Panel, May 2022

Co-design workshop, May 2021 Stakeholder Deep Dive, August 2022 Western Sydney site tour, May 2022




Co-designing our longest and most comprehensive engagement journey






Analysing ‘pillars of evidence’ for alignment or divergence of customer views
across many channels of engagement

More emphasis

Endeavour Energy sought robust pillars of evidence on key question areas Issues that attracted divergent views were deeply debated with the RRG to
with specific customer segments across many channels of engagement, form a final, balanced response. Endeavour Energy created a clear line of
with emphasis given to the Customer Panel and informed stakeholders. evidence between customer views and outcomes in the Proposal.



RRG support for Proposal

“....we are pleased to be able to provide our overall
support for Endeavour Energy’s Proposal.
Endeavour Energy has approached the
development of its proposal in an honest, open and
genuine way.

Throughout the process, Endeavour Energy has
listened to, taken on board and responded to
feedback from the Independent Members Panel as
well as its Customer Panel and other stakeholders.

As a result, we support the process that Endeavour
Energy has undergone to develop its Proposal and
we consider that the Proposal generally reflects
consumer perspectives.”

RRG Independent Members Panel 3'9 Report, March 2023




Prioritising value and restraint to affordably deliver customer preferences

Our value approach:

» We propose future investment that balances our customers’ future
priorities with a sharp focus on affordability for all customers.

* Our Regulatory Proposal is defined by a focus on value for money, with
an increased emphasis on our customers’ emerging priorities of enabling
their participation in the energy transition and resilience.

* We developed a Customer Value Framework in response to feedback
from our last reset to consistently identify value across the business and
prioritise customer outcomes. In practice, this meant responding to
customer preferences within the context of a top-down challenge to capex
and opex investment.

A customer centric but restrained approach to increasing service expectations:
Top-down challenge and constraint to capex and opex
Capex significantly below identified NPV positive projects

Top-down constraint of $60 million to increasing operating cost pressures

Reduced connections, overheads and no real cost escalation to capex (saving $117 million)
Not claiming CESS benefit for $54 million of project deferrals

22% reduction on total expenditure per customer; reduction in real RAB and RAB / customer

10



Key Proposal outcomes delivering on consistently revealed customer priorities

1



Delivering stable network charges by targeting investment to the priority
outcomes our customers most valued and continuing our efficiency trend

RRG Independent Members Panel Report, November 2022:
“We commend Endeavour Energy for its commitment to stay within the parameters of the early signal pathway agreed with the AER, and its focus on

affordability and providing energy consumers with services that are clearly seen as valued.”

12



Our approach to customer tariff reform

How cost reflective tariffs impact different Endeavour Energy customers
as demonstrated by our Tariff Structure Explanatory Statement (TSES)

13
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What we are proposing /"
! Continue to manage the network to reduce

Safety .

-

Opex 2.6% $2,296 M $2,696 M Capex 4.8%

bushfires and other hazards
/ \

higher than higher than
\Iast period last periodj

~

(real $ 2023-24)

2024-29
OPEX CAPEX

Affordability

D:} Keep costs as low as possible and support those in financial hardship
> Based on recent placeholder rates, network bills will increase by

2.97% each year in real terms over the period

> Without increases in inflation and interest rates, we would have

proposed annual bill reductions of 0.09%

Reliability and resilience

Maintain a consistent supply, plan for and respond quickly to

extreme weather events

> Maintain reliability under normal conditions
> Improve community and network resilience to extreme weather events

Z

AN

egel

Good customer
service and communication

Be easy to deal with and keep customers informed
> Improved customer service metrics developed with customers

Future focused

T Proactively plan and integrate renewables and new
P technologies in a sustainable way

> Improving power quality
> Facilitating greater levels of exports and electric vehicle

> Reducing carbon emissions by more than 160,000
equivalent tonnes over 2024—-29

Collective benefit

Cater to the diversity of
customer needs in a fair and
inclusive way for all

s | | Making pricing fairer by transitioning
to more cost-reflective pricing and
two-way prices

Transparency and simplicity
Make managing electricity clear and simple so
° customers feel empowered to make informed
choices
> New customer system with basic portal

> A commitment to extensive customer
education around pricing changes

/ Network

Community

Individuals \

Essential Energy 2024-29 Regulatory Proposal

energy



Consumer
engagement

Open, genuine, sincere,

responsive, wide scope,

followed a good process
and had evolved from
the previous period.

Our stakeholders say

> genuineness removes
the need to challenge

Engagement plans
> |late additions
> promises made
> impending changes
> new issues that arise

Depreciation

Appropriateness of
the proposed weighted
average asset age for

the new DER asset

class?

Will consider

disaggregating into

> solar panels

> batteries

> generators

> distribution lines and
cables (existing asset
class)

CAPEX

Targeted review of
about 50% of capex —
focus on resilience,
future network, non-
recurrent ICT spend,
fleet and connections

Our proposed
investments

> programs are all NPV
positive

> achieve overall
objectives which
reflect customers
preferences

> increasing load
through connections
will help manage the
impact of our RAB

.
Addressing concerns in the AER Issues Paper

OPEX

Will target future
networks step change
and our opex
forecasting approach

Customers support

> Our increased future
network spend

Our forecasting
approach

> accepted all the other
AER recommended
changes to our Draft
Proposal

> will be revisited with
customers and
stakeholders

Essential Energy 2024-29 Regulatory Proposal

Tariff Structure
Statement

Desire more customer
impact modelling and
detail around
managing adverse
Impacts for customers

Note that a grace period
IS not proposed

We have since

> Shared customer
impact modelling with
the AER

We will
> Engage with
customers as to
whether a grace
period should apply

energy



We will undertake deeper one-on-one
PI an n ed e n g ag e m e n t engagement with retailers and aggregators SCC
Public hnlidaE meeting

WEEK 1 WEEK 2 WEEK 3 WEEK 4 WEEK 5

Mon Tue Wed Thu Fii Mon Tue Wed Thu Fri Mon Tue Wed Thu Fri Mon Tue Wed Thu Fri Mon Tue Wed

March Pink team

PCC
April Meeting
May I:;l:l)llrl\; PCC
i Meeting
New tech Peoples’ —
. [EEIE
June provider Panel X
- - Meeting
forum meeting N t h
duly providers
— forum
August Panel
meeting
PCC
September Meeting
New tech Peoples’
October provider Panel
forum meeting
November PCC OECC PCC
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CAG

meeting
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discussion
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Better Resets Handbook

* This is the first set of proposals developed and lodged with the AER since
the release of the AER's Better Resets Handbook (Handbook)

* The Handbook:
« encourages well-justified revenue proposals that reflect the needs and
preferences of consumers

 provides for a more efficient regulatory process

* Network businesses have started to apply the Handbook in formulating their
proposals and we have seen a step-up in the scope and quality of

consumer engagement
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Early Signal Pathway

 Business receives formal feedback during its pre-lodgement engagement

- Early signals provided at the Issues Paper stage on whether we will
undertake a targeted review of a proposal

- Atargeted review means that the AER has been able to narrow the scope of
Issues to be assessed, based on the expectations on key topic areas in the
Handbook being met

* We may be able to accept most or all major aspects of a proposal at the
Draft Decision stage
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Common drivers

« External economic conditions driving increases in rate of return, forecast
inflation, insurance premiums

 Capital and operating expenditure relating to new and emerging issues
such as Distributed / Consumer Energy Resources (DER/CER), cyber
security and network resilience

* Tariff structure statements - two-way pricing
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Areas of focus — Ausgrid
» High quality proposal driven by strong stakeholder engagement

* Areas of focus:

« Capex — key projects in the repex category, fleet, non-recurrent ICT, as well as
expenditure in new areas of CER integration, resilience and cyber security.

* Proposed base year adjustments for forecast opex
« Seven step changes proposed
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Areas of focus — Endeavour Energy

 As part of the early signal pathway, the AER is inclined to accept Endeavour
Energy’s proposal at the draft decision, subject to limited further review

 Targeted areas for review include:

« A small proportion of capex (15%) relating to demand forecast, DER, resilience
and cyber ICT capex.

* New step changes relating to DER

* First time we are seeking to send a signal at the Issues Paper stage
« We are seeking stakeholder input on the scope of our targeted review

10
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Areas of focus — Essential Energy

 As part of the early signal pathway, the AER’s initial assessment is that a
greater scope of review will be required prior to the draft decision compared
to Endeavour Energy

 Targeted areas for review include:

« Key drivers of replacement and augmentation capital expenditure, and ICT —
representing about 50% of the total capex forecast

* Proposed new asset class and asset life for depreciating DER assets
« Forecasting approach for base opex and the Future Networks step change



New South Wales Distribution
Determination

CCP26 discussion questions for AER Stakeholder Forum
5 April 2023

CCP26: Mark Henley (Chair), Elissa Freeman, and Robyn Robinson




Questions for Endeavour Energy

How did you balance diverse customer and stakeholder views to shape your proposals? Where there were
differences in views, how were these resolved, including for tariffs (eg Flat tariffs vs Time of Use)?

How restrained is Endeavour’s 2024-29 proposal, noting rising cost of living pressures on customers? Are there
further opportunities for savings for customers that Endeavour is testing?

Are there new issues or perspectives that have arisen through the current “Confirm” phase of your
engagement? Should any of these impact the ‘targeted review topics?

Western Sydney is one of the fastest growing regions in Australia and includes the Western Sydney Airport
(aerotropolis), which is due to be operational by 2026. How has Endeavour planned for this growth, without
putting additional cost burden on (existing) customers?

.



Questions for Essential Energy

How does your Regulatory Proposal set the business up to operate at industry best practice for efficiency?

How can you be confident that this increase in expenditure is valued by customers, and that they are willing to
pay for the increase given current cost of living pressures?

Your proposed resilience expenditure is relatively high $229m. Given the uncertainty and long-term challenge of
Network Resilience, isn’t it better to take a more cautious approach? (and recognise that other bodies also have
responsibilities too?)

S



Questions for Ausgrid

What do you see as your role in this environment and how is that reflected in your regulatory proposal? If
economic conditions deteriorate rapidly in the coming months, what changes would you consider making to
your regulatory proposal?

Your proposed resilience expenditure is relatively high: $202m. Given the uncertainty and long-term challenge
of Network Resilience, isn’t it better to take a more cautious approach?

How have the recommendations from the Ausgrid Community Panel report been reflected in Ausgrid’s
Regulatory Proposal? Were there any aspects of the recommendations that Ausgrid didn’t adopt?

S



Additional question time

Any other questions or issues relating to Ausgrid, Endeavour Energy or Essential
Energy’s proposals or the AER’s Issues papers?
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Next Steps

Ausgrid, Endeavour Energy and Essential Energy submits their regulatory 31 January 2023

proposals to AER
AER published an issues paper for each business 28 March 2023
AER holds a public forum 4 April 2023
- Submissions on regulatory proposals close 12 May 2023
AER publishes draft determination decision by 30 September 2023
AER holds a pre-determination conference October 2023
Ausgrid, Endeavour Energy and Essential Energy submits revised December 2023

regulatory proposals to AER

Submissions on revised regulatory proposals and draft decision close January 2024

AER publishes distribution determinations for regulatory control period by 30 April 2024
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Submission details

« We invite interested parties to make
submissions on the Issues Paper by
5pm AEST, 12 May 2023.

- We encourage early submissions,
where possible, to inform the next
phase of consultation.

« Submissions should be emailed to
AERresets2024-29@aer.gov.au

18
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