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Our Vision,
Purpose & Values

Our Vision Our Purpose
What we want to be What we stand for
Empowering communities to share and To enable energy solutions
use energy for a better tomorrow. that improve life.

Our Values

What we care about
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Make safety Be easy to do Make every
your own business with dollar count

W

Corporate Objectives

What we aim to achieve

Safety performance & culture
Best practice operations
Real reductions in charges
Acceptable return on capital

Be courageous,
shape the future

Be inclusive,
supportive and honest



One of Australia’s Largest Distribution Networks
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Zone substations and
140,000 distribution
substations
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square kilometres
of network
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183,612 km

of overhead powerlines —
equivalent to driving
around Australia 13 times

4.6 customers

to fund every 1km of
overhead powerlines
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Our customer engagement journey
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Our Proposal — shaped by customers and AER engagement

Deliver a safe and reliable electricity network for customers
« Maintain current reliability and service standards
« Deliver an average 25% improvement in poor performance areas improving supply for
15,000 to 20,000 customers
« Continue and enhance public safety, bushfire and biosecurity management programs

* Investing for the future
« Trialling new technologies to serve future needs of customers in a rapidly changing
energy ecosystem
» Lower network charges, predicated on significant data, business process and change
management program of work, supported by new enabling systems

« Reduce cost base - deliver long-term price stability
* 6% real operating expenditure reduction* (lowest in 20 years)
» 19% real capital expenditure reduction* (lowest in 19 years)

« Average annual network charge increases limited to 1.43 per cent above CPI (impact
of ongoing RAB growth minimised)
* Longer term objective remains to achieve real reductions in distribution charges
through the 2024-29 period
« Capital expenditure is greater than current depreciation

S | * compared to the 2014-19 regulatory period allowances.
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Transforming to improve efficiency

Phase 1:
Largely FTE reduction and
investment freeze

Phase 2:
Business process and

: systems change
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Total expenditure
$1,422m
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Phase 2 represents a
significant stretch for
the business to
improve capability,
processes and
technology
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The focus is on reducing network charges

underway to

and quantify
\_ drivers

fFurther analysis\

better understand

J

/2014-19 and 2019-24\
proposals adopt the
AER’s rate of return

guideline placing
downward pressure on

\_ network charges Y,

Rate of
Return
RAB

Reduce cost base sustainably by investing\

in core systems and innovative and
enabling technologies

\.

Linking risk-based asset management
strategies to asset management decisions
to deliver benefits to customers
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Cost reductions minimising revenue increases
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Cost reductions minimising impact of RAB growth

Closing RAB
$M Real 2018-19

Cost reductions including a 6% reduction in opex and a 21% reduction in capex (compared to 2014-19
allowances) will minimise the impact of RAB growth and limit network charge increases to 1.43% above
CPl over 2019-24

Necessary ongoing capital expenditure is higher than depreciation, resulting in ongoing growth in the
Regulated Asset Base (RAB)

Proposed investment over the next five years to deliver efficiencies and stabilise RAB growth
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Creating long term value for our customers

Enablers

Customer

Expenditure

Priorities

reductions

E-tech and
data
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Deploy modern core systems

Phase 1 and Phase 2 of the transformation

SIEMIRCUSEULIIRCHILEEYE  oquire investment of $250M to deliver

and advanced data analytics

Best practice processes
Customer connected

sustainable expenditure reductions of
~$84M* p.a. by 2023/24
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Capital Maintenance Vegetation
Projects and Management
Replacement
1
$4M $14M $14M

$84M per annum by 2023/24
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Outage Field force External Support
Response Productivity Spend functions

$1M $27M $7M $17M
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Safety Leader
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Affordability Reliability Good customer service Transparency/ Environmentally friendly/ Innovative
& communication bill itemisation encouraging renewables technologies
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*Numbers may not add due to rounding



Our energy and demand forecasts

2300 mw

maximum demand by 2024

Very slow and
steady growth In
maximum demand

17 January 2017

2,326 MW
(Extreme weather)
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annual energy consumption by 2024

No material change in
forecasted energy
consumption

2016-17
12,389 GWh
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900,000

Customers by 2024

Customer connections
forecast to grow by
0.8% per annum

2016-17
842,381 customers
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Creating pricing stability

Distribution network charges in 2023-24 are proposed to be 25% lower compared to 2011-12

TYPICAL RESIDENTIAL CUSTOMER USING SMWH PER ANNUM 2

$1,200  Annual distribution network bill — real 2018-19%
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Transforming the core business to support evolution of network

Electricity

~ i

Electricity
distributors

Elactricity
ratailers

Edge of Grid
Stand-alone systems

ettt . More reliable and lower
cost over time

Mid Grid
Microgrids

Improved reliability and
network resilience

Heartland Grid
Scale delivery through poles and wires

Lower costs and greater value from DER
13 | orchestration

Investigations & trials
currently underway:

Partnering with Reposit in
Northern NSW to use solar and
batteries to manage voltage
fluctuations

Working with NRMA on EV
charging

Trialling a stand alone power
system near Bulahdelah

Grid scale storage trials at Byron
Bay

Microgrid trials Lockhart (mid
2018) and Byron Bay (Q3 2018)

OEH vulnerable customer
program
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Tariff reform is vital

Improvements implemented as part of our current TSS

> Changed our declining block > Removed morning peak charge for > Introduced a new demand
pricing plans to a flat charge customers with an interval meter charge option for small
Current ~ Reduced shoulder charge to residential and business
TSS provide better cost reflectivity customers who have

interval meters
> Time of use default charge

for customers with an interval
meter from 1 July 2018

LEAST COST-REFLECTIVE IMPROVED COST-REFLECTIVENESS MORE COST-REFLECTIVE

BLOCK CONTROLLED TIME -
CHARGES OF USE I" 83| DEMAND
Fixed Charge leed Charge CHARGING CHARGES

L

CAPACITY
CHARGING

Further improvements proposed for our new TSS

> Small increase of $5 per annum > Customers who install new
to fixed charge with offsetting technologies will be
changes to variable charges assigned to a demand
\_/ allowing a slow progression charge with ability to opt out
to cost reflective network charges to time of use if preferred

Proposed
TSS

CONTINUED SLOW AND CAREFUL TRANSITION TO COST REFLECTIVE NETWORK CHARGES
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Essential
Energy

General enquiries 13 23 91
Power outages 13 20 80

essentialenergy.com.au $’/ essentialenergy engage.essentialenergy.com.au
info@essentialenergy.com.au

' EssentialEnergyAU (>] essentialenergytv



