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The Australian Energy Regulator (AER) Ring-Fencing Guideline Electricity Distribution November 2016
(Guideline) is the first consistent cross-jurisdictional ring-fencing guideline. The Guideline has replaced
ring-fencing arrangements under the Independent Pricing and Regulatory Tribunal.

The objective of the Guideline is to separate monopoly and contestable electricity services of Distribution
Network Service Providers (DNSPs) to promote competition in the provision of electricity services and
prevent:

« Cross subsidisation between monopoly services and other services

» Discrimination in favour of affiliated entities providing contestable electricity services.

The AER requires DNSPs to comply with the obligations contained within the Guideline as soon as
reasonably practicable, with full compliance required no later than 1 January 2018.

11 Purpose

This document provides Endeavour Energy’s draft ring-fencing implementation plan prepared in
response to the AER’s request for information ahead of the formal submission due by 31 July 2017. The
draft ring-fencing implementation plan sets out:
» A stocktake of Endeavour Energy’s current compliance with the Guideline
« Endeavour Energy’s overarching compliance approach, and description of the overall
implementation approach required to support this, potential challenges for compliance with the
Guideline, and potential waivers that Endeavour Energy is considering seeking from the AER
« A summary of the compliance activities Endeavour Energy has undertaken to date, and activities
planned to achieve compliance
e Implementation plan timeline; and
» Whether Endeavour Energy is likely to incur costs that would be the subject of a cost pass
through application.

Endeavour Energy has undertaken a review of its current level of compliance with the Guideline for each
service classification and guideline obligation. Figure 1, below, provides a snapshot of current
compliance with the Guideline. Currently, Endeavour Energy is not fully compliant with the Guideline,
however notes that although compliance is required as early as possible, that Endeavour Energy has
until 1 January 2018 to comply.

Endeavour Energy’s direct control services (DCS) are compliant with the majority of the Guideline,
except for the information access and disclosure and service provider obligations. Greater
implementation activity is required to achieve compliance for Endeavour Energy’s unregulated
distribution services, other electricity services and other non-electricity services (shown in Table 1).

shot of current compliance with ring-fencing obligations by service classification

Unregulated Other electricit Other non-

distribution AL | y electricity
services services

Figure 1 — Snap
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Obligation to not discriminate

Legal separation

Establish and maintain separate accounts
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Direct control distribution Other electricity electricity
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Branding and promotion

Service providers

B service is currently compliant with ring-fencing obligation
Service is partially compliant with ring-fencing obligation
Service is currently not compliant with ring-fencing obligation

's services by Guideline classifications

Unregulated Distribution Other Services

Services Othe.r Electricity Othe_r Non-Electricity
Services Services

Table 1 — Endeavour Energ

Direct Control Services

Common distribution services (formerly. ‘network Field services contracting Transformer Technical training
services’) including: (FSC) including: Workshop
. Emergency Recoverable Works *  Premises connection Embedded network
»  Other network support assets (contestable) services (including
. Temporary supply to embedded networks and *  Extensions undertaken by  Microgrid)
off-grid networks Accredited Service
i . Provider (ASP)
Ancillary network services - Augmentation undertaken
»  Design related services by customer i
+  Contestable network commissioning and +  Contestable metering
decommissioning (DNSP funded component) support roles (e.g.
+ Access permits and oversight Metering coordinator,
- Notices of arrangement meter data provider,
3 Property services metering provider)
Site establishment s_ervices Nightwatch lights
Network safety services
Customer vegetation defect works Distribution asset rental

Network tariff change request

Recovery of debt collection costs

(dishonoured transactions)

. Services provided in relation to a ROLR event

. Planned interruption — customer requested

. Attendance at customers’ premises to perform
a statutory right where access is prevented
Inspection services - private electrical
installations and ASPs

. Authorisation of ASPs and associated admin

services

. 4 % »

Metering Services:

. Meter reading and testing

. Type 5-6 metering provision (pre 1 July 2015)

. Types 5-6 meter reading, maintenance and
data services

. Meter recovery - type 56 current transformer
metering

. Emergency maintenance of failed metering
equipment not owned by DNSP

. Type 7 metering services

. Distributor arranged outage for purposes of

replacing metering

Correction of metering and market billing data

NMI extinction fee

Site alteration service

Meter bypass issue

Connection Services:

. Premises connection assets (uncontestable)

. Extensions undertaken by DNSP

. Augmentations undertaken by DNSP

U Registered participant support services

. Site inspection

. Facilitation of generator connection and
operation of the network

. Reconnections/Disconnections

Public Lighting
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3.1 Overall approach to compliance

Endeavour Energy has developed its approach to compliance and implementation plan with a focus on
achieving the objective of the Guideline by separating Endeavour Energy’s monopoly and contestable
electricity services. Endeavour Energy’s staring point was a top-down approach, to understand which of
Endeavour Energy’s services would need to be separated from Endeavour Energy’s core DCS.

Endeavour Energy undertook a gap analysis for each service classification to determine the scope of
compliance activity required for each ring-fencing obligation. The outcomes of this gap analysis informed
the development of the compliance approach. The gap analysis identified the core focus of the
compliance approach would be to separate unregulated distribution services and other services from
Endeavour Energy’s DCS.

Endeavour Energy used a bottom up approach to develop the compliance approach, addressing each
obligation individually across all impacted services. The compliance approach identifies the activities
Endeavour Energy will undertake to implement the required changes to become compliant with the
Guideline.

3.2 Implementation approach

Endeavour Energy's overarching approach to implementing the Guideline is to separate all unregulated
distribution services and other services it provides into a new affiliated legal entity (AE), which will have a
separate brand. The AE will be considered a related electricity service provider (RESP) with respect to
the contestable electricity services (CES) it provides.

In connection with the provision of direct control services, Endeavour Energy will treat the AE on an
arms-length basis, on similar terms to competitors and potential competitors. It will review, update and
communicate policies and procedures prohibiting discrimination and enhance system and information
access controls to prevent discrimination between a RESP and its competitors. These will build on
existing policies and procedures in place to support the contestable works market in NSW and IPART
ring-fencing requirements.

Endeavour Energy will continue to provide corporate and other permitted functions to the AE, however
these functions will be provided on arm'’s length terms, to be documented through a mechanism such as
a Memorandum of Understanding. Endeavour Energy will also seek to share staff, property and offices
used for the provision and marketing of direct control services and other services, where the Guideline
allows staff, properly and offices lo be shared.

To achieve compliance with the Guideline for provision of equal access to information for all market
participants, Endeavour Energy will:
= provide the AE with information and access arrangements as used currently by Accredited
Service Providers (ASPs) in NSW with no further confidential or electricity information being
made available to the AE, and treat the AE on an arms-length basis.

Table 2 below provides a summary of Endeavour Energy’s implementation approach for each of the
guideline obligations.

Table 2 - Summary of Endeavour Energy's implementation approach key guideline obligations
OBLIGATION IMPLEMENTATION APPROACH
Diserimination’ = For the provision of DCS, Endeavour Energy will treat its AE on an arms-
length basis, on similar terms to competitors and potential competitors in
connection with the provision of direct control services by Endeavour
Energy. ,

» Endeavour Energy will continue to provide corporate and other permitted
functions to its AE, however these functions will be provided on arm's length
terms to be documented threugh a mechanism such as a Memorandum of
lUnderstanding. '

3| Ring-fencing iImplementation Plan | April 2017 .'.".1. Endeavour
o ¢ - Energy



OBLIGATION IMPLEMENTATION APPROACH

Legal / Accounting separation °

Physical separation o

Endeavour Energy will create a new affiliated entity (AE) to provide the
following services:

o Unregulated distribution services

o Other electricity services

¢ Other non-electricity services.
Endeavour Energy will seek waivers for:

o Emergency recoverable works

o Technical training.
Endeavour Energy will document and praovide its internal accounting
procedures for separately handling the accounting systems for DCS and its
unregulated activities to the AER; and report on transactions between
Endeavour Energy and its AE.
Endeavour Energy will establish and maintain separate accounts for
Endeavour Energy and the AE and any transactions between Endeavour
Energy and the new affiliated entity will be captured in the accounting
procedures.
Endeavour Energy will allocate costs to DCS and other services in a manner
that is consistent with its approved CAM.

the A
tly pmfk@i:x.o,\ l.@ A

Endeavour Energy WI|| move staff that are dedicated to the AE and are not
shared with Endeavour Energy to Parramatta or Hoxton Park (Transformer
workshep) with separation being achieved through electronic securing of
areas to ensure that only the correct staff have access.

Parramatta depot is currently ring-fenced from offices of DNSP staff who
cannot be shared and has the capacity to accommodate the dedicated AE
staff. Hoxton Park is a shared site between DNSP employees and AE staff,
All employees dedicated to AE services at Hoxton Park are housed in a
separate puilding which is intended to be have electronic access security put
in place to ring-fenced AE staff from the remaining operations at the site.
There are no shared office spaces that are expected to complicate access
arrangements.

Where staff are able to be shared between DCS and the AE’s activities, they
will remain co-located. Endeavour Energy will apply any exemptions allowed
for staff who do not have access to electricity information or the cpportunity
to use that information in contravention of the Guideline.

'ﬁmfwmgﬁﬂk@mmm)
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OBLIGATION IMPLEMENTATION APPROACH

Branding & Promotion » Endeavour Energy’s new AE will have its own brand, AusConnex.
(Marketing & CRM) « Endeavour Energy will analyse its website, call centre scripts and
procedures, advertisements, external communications to identify
circumstances where DCS and CES are advertised together and amend
these.
e Endeavour Energy will implement a low cost rebranding solution for field
staff. Itis proposed that vests will be provided to RESP staff to cover
Endeavour Energy branded uniforms and magnetic stickers for fleet.
s Policies and procedures will be amended to ensure that Endeavour Energy
does not promote its DCS and CES together, and these amendments will be
supported by targeted communications to impacted staff members.

deavo n S tio je 101 rin

L

Waivers o Endeavour Energy is currently considering waivers for:
o the treatment of services subject to reclassification between
Regulatory Control Periods
o Technical training — external service — waiver from the legal
separation and functional obligations.
e Upon receiving a final waiver decision from the AER, Endeavour Energy will
establish a register of all successful waiver applications and maintain this on
an ongoing basis.

to contrav

3.3 Potential compliance challenges

Endeavour Energy expects to be fully compliant with the Guideline within the allowed transition period.
To date, no material risks to achieving compliance by 31 December 2017 have been identified.

5 | Ring-fencing Implementation Plan | April 2017 s oﬁ Endeavour

e <. Energy



3.3.1 Impacts of the Endeavour Energy lease transaction on ring-fencing compliance

The NSW Government is intending to enter into a long term lease for the majority share of Endeavour
Energy. As a result of the lease transaction, Endeavour Energy will have a new operator and to facilitate
this process a number of structural changes will necessarily occur. Endeavour Energy has no reason to
believe that the lease transaction will compromise its compliance with the Guideline.

However, there are some specifics of the implementation plan that will not be able to be finalised until
after the lease transaction has been completed: for instance the set-up of a separate legal entity cannot
be undertaken until after the new ownership structure is in place. This creates the potential for delays in
providing the AER with the level of detail that may be expected at some stages of the compliance
process. Endeavour Energy will provide the AER with as much notice as practical in the event that any
delays in provision of information within the transition period arise.

3.4 Potential waivers being considered

Endeavour Energy is considering seeking waivers in two areas:

1. Some services identified in the AER’s Preliminary Framework & Approach Paper for NSW
electricity distributors 2019-24 will change classifications between the current regulatory control
period and the next regulatory control period. Endeavour Energy is considering seeking waivers
for the services that will change classification to direct control services to be exempt from the co-
location, staffing and branding and promotion obligations.

2. A waiver from the legal separation and functional obligations for the technical training — external
service, which Endeavour Energy considers to be an Other Service.
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The implementation timeline allocates the compliance activities and actions identified in the previous
section to the relevant business area within Endeavour Energy that will be required to undertake the
activities. Endeavour Energy will use this timeline to track progress against the implementation plan. A
detailed implementation plan is shown in Appendix A.

Based on the activities outlined in the draft implementation plan, Endeavour Energy does not expect that
the estimated implementation costs will exceed the threshold for cost pass through.

Endeavour Energy also does not expect there to be material impacts on Endeavour Energy’s or the
RESP’s ongoing operational costs, based on the implementation approach outlined in this paper.
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Endeavour Energy - Staff Sharing Register

Implementation overview by function

Purpose This register is made publicly available in accordance with clause 4.2.4(b) of the AER Ring Fencing Guideline Eleciricity Distribution, November 2016.

The table below sets out those siaff who hold positions in Endeavour Energy's Distribution Network Service Provider (DNSP) business who, from time to lime, are shared with E Energy's Cor Service Provider business. These positions
have been assessed against the crileria set out in clause 4.2.4(b) of the Guideline and are considered to meet ihe relevant staff-sharing exemption to enable the position to be shared between the two businesses.

This register includes all shared staff roles that are involved in the provision or marketing of direct control services and contestable slectricity services, except those that perform services that are not electricity services (such as general administration,
accounting, payroll, human resources, legal or information technology support services).

Funetian Posiion Title Information Access

(Branch) {PDs in lundtion}

Provide Services 1o Other considerations

pHan ol role (e.g, puiposs)

Nature ol position (roles, lunctions, dutles) reidis Etagoty of Talo rmanton] " 1 4
e 0 Do any of the &

Network Services Project Assistant

Role is lo ensure work site safety and WH&S
Regions i on high risk i

projects

(Duties inciude:

imonitoring the implementation of site safety management plans,

work site hazard and risk assessments

sile induclions,

Assists the projecl leam in reporting on project delivesy performance.
[Ensura consistent application and ulilization of busi and

Siall member has access to nlo:lrl:ujr
ion but no ¥l

by using the alectricity |nrormal|on
(4.22(b)G)(b))

Netwark Sarvices Eecmclty Worker
Regions

Duties include:
i il of
Provide field support services to tho work crow.
Use basic hand tools and equlpmenl
Identify and
Slock levels for vahicles and work sile,
Operale support plant and equipment.
Lay underground cables.

[Siaft member has access ln eleclm:lly
ion but no to i

by using lhe elechricily information
422(b)G)(b)

2
Erecting, assembly or maintenance of public lighting systems/ poles and
associated hardware,
inging and mai ol hoad and cables.
ol
Nolificalion to cuslnmsrs of syslem outages and interruptions on the netwark.
Read geographic maps.
Nelwork Services [Plant Opemator |Rofer Electricily Woiker, In addition, dulies include: ~[Stall member has nccess 00 elw:hl:inr
3 Regions Appointment to operate heavy planl. ion but no i
by using the eleclricity mfnmtlun
4.2
[Network Services Line Worker Duties include: [Staff member has access m elec\nclly
Regions Stock levels for vehicles and work sile. ion but ho to 1
Assist in erecting and maintaining poles ond inted hand by using the electricily information
Prepare site for support installation and operale suppart plant and equipmenL 422m)0HH)
Nelification to customers of system outagss and inlerruplions an the network.
Inspect and
Conduct low voltage swilching operations.
mede hasu: cusfomer service |n the field ln visitors,
4 of d
Tree tnmmmg functions near kive lowvunage conductors.
Read and i project
Install and maintain low voltage and cables.
L issioni of low voltage apparalus and associaled
basic circuits.
Inslall and maintain electrical equipment
Nelwork Services Leading Hand Linewarker ’Enm Line Worker duties. In addition, duties include: |Stall member has access to aleclicity
[Regions and pmlmle Enemy 's values within the work team. L tion but no opp ¥ 1o di 1
C i y and using the electricity information
[l ive change 1 within thelr work team. “422b)D0)
5 Inspire and molive Lheir work team to achieve set work tasks and goals.
Take accountability for (he results of their work team.
Focus on broader busi / branch objectives in the of their day lo
day duties.
Network Services Cable Jointer Duties include: f_lnl'l member has access Io ehlzmnl\}
Regions Traffic control — stop/go. ion but no il
Noftification lo customers of system outages and interruptions on (he network. by using the electricity mfnmnhon
Conduct fow voltage switching operations. (42.2(b)([D(b))
of project
Joinling and lemunalmg of high voltage nndevglound cables.
Install and maii
identification of fauls and return to sovice.
6 anlﬁcalmn o cusmmets of system oulages and interruptions on the network.

of and basic circuits.
I of
of cables, i ing di is of faults and
commissioning.
Diagnose faults in power cables.
Network Services Leading Hand Cable Joinler rRefer Cable Jointer duties. In addition, duties include: [Stait membor has nccess. ln mmcn\-
Regions and pmmote Energy 's values within the work team. ion but no il
C i ly and by using the electricity lnfnrmatlon
change within their work team, (4.2.2(0)() (b))
7 Inspite and motive their work team o achieve set work tasks and goals.
Take accountability for the results of their work team.
Focus on broader busi / branch objectives in the of their day lo
day duties.
LNelwnvk S [+ P b Reler Line Worker and Cable Jointor dutivs, Position can be a combination of [Stall mombor hias access In alm»:lh'
8 Regions Worker lineworker and cable jointer duties depending on the area they are working in. ian but no N
L_ by using the electricity |nlovmatlnn
(4.2
N i S| Di Reler Distribution Powerline Worker, [Stalt member has access to elenmcny
s Regions Powerline Worker ion but no to di i

by using the elsctricity information
(4.2 2(0)()(b))

Staff Sharing Register
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|Regions

Fiington

|Branch)

Network Services

Puosition Tille
(PDs i lunction)

Efectrical Fitter Mechanic
(EFM)

Desdription ol 1ole (e.g, purpose)

Nature of position {1oles, lunctions, duties)

Dutes include:
Read HV and LV drawings and geographic maps / project construction drawings /
schemalics.
Conduci ground line inspection and malntenanca of poles.
Inspect h and
Conduct! low voliage swilching operations.
Test low voltage apparatus and basic circuits.
L routine mai on complex and circuits.
Install and maintain public lighting syslems, including diagnosis of faults and
commissioning.
Install and connect lred wired electricallolectiontc opparatus.
Prwlda hsm :ustemn: sorvice in the field to vislors.
of in
Diagnose and rectify faults in apparatus and assuclaled basic circuits.
Attend to of and i
Install and in electrical equi and inlod hord
Inslallation, testing and repair of earhing system,
[Co-ordinale ials relevant to j
Diagnose fault in low voltage cables.

Pravide Services

Do any ol Hhe sxceplions apply?

Stalt member has access to ahclﬂr—lh'
ion but no

by using the eleclriclty |nformalmn
(4.2.2(b)()(b))

Explanation as o why th

(Network Services
Regions

Leading Hand EFM

[Reler EFM dutios. T addilon, dulles meluds:
D and promote Ei Energy's values within {he work team.
Cs i Hectively and (t
change within their work team.

Inspire and motive their work team to achieve set work tasks and goals.
Take sccountabillty fot the results of thelr work leam.
Focus on broader b I/ branch objectives in the
day duties.

of their day lo

bul no ity lo

|Staff member has access lo eleclnclty

by using the electricity information
4.22()0)(b))

12

Regions

El

Duties include:
ion of

of

Di is and repair of
0 ion of i
Interpretation of design, canry out design to ensure equipment utilily, prepare
|works as executed drawings and prepare test plans for electrical equipment.

but no

|_lnllnl!mhul has nccess (o nlucmdly

by using lhe eleclricity inhm\atmn
(4.22(b)() (W)

14

15

Network Services
Regions

Designer

Duhss include:

Py i design for

Developmen! of scope of work fof quoting purposes (design and construction
quotes)

(1l member has access In elul:v'lubr
bul no L]

bry using the nln:mdl\r Information
(4.2:200)0 )

1 Glandards &
Design (Mains Design)

Transmission Mains
Designer

This rolo produces preliminarny and delsiled designs
for and ission Enes

Duties include:

Produce delailed mains designs and drawings

Produce Salety in Design reports

(Contri to the ol Project D for SAMP Major Projects
[Develop preliminary mains designs for substalion upgrades and network
improvemenls

Development of scope of work for quoting purposes (design and construction
quoles)

[Conducl and report on technical invesligations for Network Planning, System
Operalions and regional field staff

Develop detailed specifications 1o tender and procure major transmission mains
overhead and underground assels

|Review ASP designs for Network Cannections

Produce Project Definitions for ASP projects (Network Connections)

[RESP: MOS, Level 3 Design 11Kv to
132Kv OH & UG Pole and Tower,
Construction SupporL. DNSP: Mains
Design (afl cats), WAE Reviews,
Consultation Reports and lhe bke,
Conslruction Support.

|E_E Syslem Access:
Network drawings
Systemn schemalics

but no

~[Stalf member has access to elecmmy

by using Lhe electricity mrmmaimn
(42.2(b)()(b)}

[Shared staft will not praduce Projact Def

leam made available for unregulated work

for ASP's and i
from ASP's. Staff who perform these funclions will not be included within Ihe

The majar aspacl of concem is the Transmission Mains
Designer may be asked lo review / approve and eklamal
ASP L3 design bya To

any any ity to discrimil the

Is to devolve this function lo Customer Connections who
would apprwe and ceriify L3 dssngrs mlhaut

with the Ti

|Frojects & Programs 'T’m]ect Manager

This role the: project

and issioning of works upon
hand over from Asset Ik

IR bilities -
iew Project Definili for

ility (not required if Lhe quality of

is al ble levels)

SAMP), Network C i (C funded
non-conlestable works) and FSC (unregulated/field
service conlracting)

Revi i by Ti ission Project Di and Mains
Design

i fori ) works
Engage and lmnsge for lly

works

and toning of works
subml network access requesls for all works for alfocated projects
lar ! d projects
[Currenlly ing invaicing for funded works (as an
interim pending on a process across the company)

(Dekvery of all sub-
projects

Drawings
Network Schematics

Praject Costing and budgeling

Project and Porifolio Management System
GIS System

Js_lalf member has access ln elecmcrlv
ion but no

by using Lhe electricity m[urmatmn
422()((b)

ey pravide

riunity 1o give heads Tﬁmmammummm:mmm:wm

1) Early visibility of Project Defi

an ASP is appointed.

works Vs EEs works - for

up to the FSC branch. This will be controled by ensuring visibility of PD anly e
provided afler the client has approached the market for conlesiable works and |either FSC or

2) May discriminate on quality of work by ASP i.e. may find faults with ASPs
worls whether k

itde for neg inl torms for

funded non. ble works.
This will be the responsibility of bid manager in FSC and
Project in Network Ci Y.

ASP or EE staflis by Network C

removed

by
branch and hence is once |Decision about whal is conlestable or non-contstable is
made by Network Connections branch in Asset
Managament which will nol be shared

[Duo to their experience working on EEs network for a
number of years, the PMs would be expecled to be more
elficizn! compared to their ASP counterparis, however,
do not think would be able to discriminate and provide
unfair advantage to EE FSC branch over lheir ASP
compelitors

Staff Sharing Register
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Endeavour Energy - Information Register

Purpose This register is made publicly available in accordance with clause 4.3.5(a) of the AER Ring Fencing Guideline Electricity Distribution, November 2016.

The table below lists the legal entities that have requested access to information identified in clause 4.3.4(a), that is, confidential information that a DNSP shares with a related electricity service provider, and a
description of the kind of information requested.

Legal entity Category of information requested Description of information™
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* The description of information must be in sufficient detail to enable other legal entities to make an informed decision about whether to request that kind of information from the DNSP.
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Endeavour Energy - Office Sharing Register

Purpose This register is made publicly available in accordance with clause 4.2.4(a) of the AER Ring Fencing Guideline Electricity Distribution, November 2016.

The table below lists the offices which Endeavour has applied the exceptions to the physical separation obligation and provides details of the services
and functions being provided from the shared offices, and access restrictions that are applied.

Exception applied

Offices for staff who, in the course of their
duties, do not have access to electricity

information, have access but do not have an
opportunity to discriminate or only have access
to the extent necessary to perform non-electricity
services (4.2,1(b)(i))

Description Staffiservices utilising the office Regional office (4.2.1(b)(iii))

Parramatta Parramatta depot is currently ring-fenced from offices of DNSP RESP staff working in the area of Field Yes No
staff who cannot be shared and has the capacity to accommodate |Service Contracting and Nightwatch as well
the dedicated RESP staff. as Endeavour shared operational staff with

no access to confidential electricity
information or opportunities to discriminate.

Hoxton Park Hoxton Park is a shared site between DNSP employees and AE  |RESP staff working in the Transformer Yes No
staff. All employees dedicated to AE services are housed in a Workshop
separate building which can be ring-fenced from the remaining
operations at the site. There are no shared office spaces that are
expected to complicate access arrangements.

Nl bdlw

Office Sharing Register
Page 1 of 1






