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EXECUTIVE SUMMARY

Executive Summary

We are proud to provide safe and reliable energy to more than 1.3 million customers in communities across
Melbourne’s south-eastern suburbs, down to the Mornington Peninsula, and across to South Gippsland and
the Yarra Ranges.

Energy is an essential service that our community needs whether at work, rest or play. We're a business that
is on every street across our network, helping to make our community tick, stay connected, light up, cool down
or keep warm.

This strategy outlines our approach and commitment to listening and speaking to our community.

We provide electricity and gas under a distribution licence issued by the Essential Services Commission of
Victoria. Our prices are approved and regulated by the Australian Energy Regulator.

We are just one part of a complex energy supply chain including generation, transmission, distribution — which
is where we fit in through the poles, wires, and pipes in the street — and retail businesses, which have
traditionally provided the link between the industry and its customers.

The community has begun to take a greater interest in the provision of energy, driven by concerns about the
environment and cost.

For a long time, electricity and gas distributors have been comfortably anonymous. As long as the lights or
heat stayed on no one really knew who we were, and no one seemed to care much either. Community
expectations are changing and we welcome these changes.

The biggest changes to our industry going forward won't be driven by regulation. They’ll be driven by
customers, in concert with technology. There are enormous benefits, both to our community and to us as a
business, from a deeper, genuine engagement with our stakeholders.

We recognise that to be meaningful, communication needs to be two-way. We have a responsibility to provide
information about what we do, what drives our decision-making and what we are doing to plan for the future.
Equally important is the need to seek the opinion of our community, take time to understand those views and
incorporate them into our planning.

Our objective in developing this strategy is to start a conversation with our community. We are committed to
listening to ways we can improve on it, to make our business easier to understand and more accessible to
anyone who has an interest in what we do.

I look forward to working with you.

Tony Narvaez
Chief Executive
United Energy and Multinet Gas
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EXECUTIVE SUMMARY

1. About this document

This is United Energy and Multinet Gas’ (UE and MG) customer and other stakeholder engagement strategy.
Its purpose is to explain how we will communicate and consult on issues relating to our electricity and gas
distribution services.

Our strategy incorporates views from some of our stakeholders and our employees. It has been developed
with input from our senior management and will be provided to our Board for endorsement.

We see meaningful engagement as an investment in broader and deeper relationships with our stakeholders.
We will review and update this strategy annually to ensure that it continues to meet the evolving needs of our
stakeholders and our business.

Our strategy is structured as follows:

e Section 2 explains who we are and the services that we provide in the energy supply chain;
e  Section 3 overviews our service area and our customer base;

e Section 4 identifies our stakeholders and segments them into groups to help identify the best
engagement channels for them;

e Section 5 explains our vision, objectives and the outcomes we are seeking to achieve;

e  Section 6 outlines our strategy in order to provide a high-level roadmap for our stakeholder
engagement activity;

e Section 7 details the channels we will use to engage with our stakeholders;

e Section 8 outlines the issues that we propose engaging with our stakeholders about, although part
of our engagement will also involve understanding what our stakeholders consider to be the most
important issues;

e Section 9 explains how we will implement our strategy
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ABOUT US AND OUR SERVICES

2. About us and our services

2.1 United Energy

UE is an electricity distribution network service provider to more than 650,000 customers across east and
south-east Melbourne and the Mornington Peninsula over an area of 1,472 square kilometres. Ninety per cent
of our customers are residential:

e The northern part of our service area is a developed urban region in
metropolitan Melbourne, comprising predominantly residential and

commercial centres such as Box Hill, Caulfield, Doncaster and Glen . s
Waverley, and light industrial centres such as Braeside, Clayton, o il
Heatherton, Mulgrave and Scoresby. -
e The central part of our service area is a mix of developed and undeveloped o ___
land and includes the industrial and commercial centre of Dandenong, y =
which is Victoria’s manufacturing heartland in the south-east of Melbourne. = o

Dandenong and the adjacent suburb of Keysborough is our largest growth e
area for new residential and industrial development.

e The southern part of our service area comprises Frankston and the
Mornington Peninsula. Frankston is one of the largest retail areas outside
the Melbourne CBD. The Mornington Peninsula has a large retirement population and significant
holiday use with a coastal boundary of over 190 kilometres.

[~ TT———

Although our service area is geographically small (about one percent of Victoria’s land area), it accounts for
around one quarter of Victoria’s population and one fifth of Victoria’s electricity maximum demand.

2.2 Multinet Gas

Multinet Gas distributes gas safely and efficiently to its 687,000 customers via a
network covering 1,790km? across Melbourne’s inner and outer east, the Yarra

Ranges and South Gippsland. -"';".
e The Multinet Gas network includes the densely populated commercial zones MM.':'."-‘*___ 3
of Mount Waverley and Port Melbourne and is made up of 10,300km of — s

transmission and distribution gas mains, 687,000 end use meters, seven city
gate pressure reduction stations, 121 field regulator sites and144 district
regulator sites i)

e One of three separate regulated gas distribution businesses in Victoria,
Multinet Gas has a pipeline network covering about 43 per cent of the ;
Melbourne metropolitan area. T— s =~

As part of the State Government’s natural gas extension program, Multinet Gas is continuing to connect
customers in the South Gippsland and Yarra Ranges townships with reticulation in Warburton expected
to be completed by the end 2016.
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EXECUTIVE SUMMARY

2.3 Energy Distribution Chain

We do not generate electricity or gas. Nor do we retalil it to
N customers.

—— TT ... Electricity is produced by generators in the National Electricity
e | i Market and is transported through the transmission network into
r I r our distribution network.

’ The distribution network we construct, operate and maintain
\ AN o o
[] transforms electricity from sub-transmission voltages to
' distribution voltages to supply our customers. Currently, our
distribution network comprises 46 zone substations,
approximately 205,000 poles, 13,200 distribution substations, 10,200 kilometres of overhead power lines and
2,600 kilometres of underground cables.

Historically, distribution and retailing of gas was
conducted by one company within each state, and % Frdacon

gas customers had no choice of supplier. However,
these activities are now separated so energy

companies may now distribute gas on behalf of oEsemison

more than one retailer and can compete for i]
customers in other states and territories.

The gas supply chain starts with the exploration ’ e A
and production of natural gas. Once produced, gas \ [ |

is transported at high pressure through pipelines,
with pressure reduced before it enters local networks.

Distribution companies such as Multinet deliver gas through a network of low pressure, smaller diameter
pipelines to customers.

We supply continuous energy to our customers but traditionally we have only communicated directly with them
on an occasional basis. These interactions are generally about a limited number of matters such as
connections to our network, specific service requests, supply interruptions, general inquiries and complaints.
Our customers pay energy retailers for energy and these retailers, in turn, pay UE and MG for our distribution
services that provide electricity or gas to customers. However, the relationship between distributors and
customers is evolving. Ongoing stakeholder engagement is part of our response to these changes.

Many of the services that we provide have monopoly characteristics. As a result, the Australian Energy
Regulator (AER) regulates the prices that we can charge for our services.

Every five years UE and MG submit proposals to the AER for the regulation of our services. These proposals
include our forecasts of the capital and operating expenditure that we require to construct, operate and
maintain our distribution network over the five year regulatory period.

Our regulatory proposals will need to obtain, consider and reflect to the extent possible our stakeholders’ views
and expectations. It is therefore important that we engage effectively with our stakeholders during its
development and as part of our business going forward.

Public 25 February 2016 © United Energy and Multinet Gas 3
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OUR SERVICE AREA

3. Our service area

Our distribution area has a demographically diverse resident population and a broad mix of commerce and
industry. Our strategy responds to this diversity and breadth and explains how we will engage with our
residential and business customers and their representatives as important stakeholders.

3.1 Residential population

Ninety per cent of both our electricity and gas customers are residential, however, the demographic mix is
different for both businesses.

United Energy has notable differences when benchmarked against Victorian averages:
e  More older persons: 17 per cent of our resident population was 65 years of age or older compared

to the Victorian average of 14 per cent. This difference may in part be attributed to the attractive
retirement lifestyle on the Mornington Peninsula.

e  Greater cultural diversity: 36 per cent of our resident population was born overseas compared to the
Victorian average of 28 per cent. The cultural diversity of our distribution area is further highlighted
by 31 per cent of people who spoke a language other than English at home compared to the
Victorian average of 24 per cent.

50% -
40% + 36%
30%
20% -

10%

Proportion of the total population

0%

<
pry
(<]

15-29
30-49
50-64

65+

s United Energy
= Victoria

Overseas born
Language other
than English

Attachment A provides further details about the demographic characteristics of our distribution area and shows
how it has changed between 2006 and 2011, including against the Victorian average.

Gas penetration in the residential market in Victoria is high in comparison to other states.

High Victorian gas penetration in the residential market is due to a combination of a cool climate in Victoria
and the competitive price of gas since the late 1960’s.

Average residential consumption per connection is higher in Victoria than any other state by a long margin.

Penetration of gas central heating and gas hot water is high in the residential market in Victoria due to the
above factors and the extensive marketing of these utilisations over a long period in the 1980s and 1990s. It
is now the norm for new houses in gas reticulated areas of Victoria to install gas central heating and gas hot
water systems which drives high average gas consumption rates.
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EXECUTIVE SUMMARY

Gas Penetration Rate (capital city)
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OUR CUSTOMERS AND OTHER STAKEHOLDERS

4. Our customers and other stakeholders

UE provides electricity distribution services to everyone who lives, studies, works in or transits through east
and south east Melbourne and the Mornington Peninsula while MG customers are located in Melbourne’s inner
and outer east, the Yarra Ranges and South Gippsland.

We consider all individuals and organisations that have an interest in our services to be our stakeholders.

e Our stakeholders have different levels of interest and knowledge of our operations and services.
With this in mind, we have segmented our stakeholders to help identify the best engagement
channels for them. This segmentation is necessarily generalised and we will adapt our engagement
based on what works best for our stakeholders.

Knowledge and Interest Stakeholders
i Essential A (I'ypl'cal domestic and business
s Have limited or no knowledge GUSIERIER:
of UEMG. Are typically * Future customers, including
concerned with energy students
outcomes generally {(not energy « Media {mainstream)
distribution services
specifically). May not currently
be a customer
o J/ \. J
f/ Intermediate \ (’ Local members of parliament \
* Have, or will develop, good s Local Government
knowledge of UEMG. Are * Developers
typically concerned with » Large customers

energy distribution services
that are directly or indirectly
relevant to their own interest
or activities

» Customer representative
bodies

» Social services agencies and
advocates

s Other utilities
e Registered contractors
s Sub-contractors
e Debt providers and ratings
agencies

¢ Environmental group
%, e \_ .
4 *

Deep (Energy Minister and Depa rtment\

e Have, or will develop, deep * Regulators
knowledge of UEMG. Are « Industry participants (other
typically concerned with energy distribution and transmission
distribution services as they are businesses, retailers, suppliers)
critical to their own roles and

o * Demand aggregators
responsibilities.

s UEMG employees

¢ UEMG shareholders
N 7 N J
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EXECUTIVE SUMMARY

5. Our aims

Our stakeholder engagement has traditionally been relatively limited in nature and scope, largely reflective of
the electricity distribution sector which has had little customer interaction. As our relationship with stakeholders
is evolving, so too is our approach to engaging with them.

Our objective is to lower the barriers to our stakeholders engaging with us and to increase the accessibility of
our business to our stakeholders in the future, so that we can continually improve our services for the benefit
of our customers.

Our stakeholder engagement is two way. It involves:

e Consultation, where we listen to our stakeholders, consider their views and opinions and, to the
extent possible, reflect them in the future planning of our network.

Communication, where we inform our stakeholders about our business and plans, building capacity and
understanding that enables them to have valuable input into the future planning of our network. Our corporate
vision, to create ‘The Intelligent Utility’, means much more than engineering and IT innovation. It is also about
genuine and effective engagement with internal and external stakeholders to deliver our services better and
more efficiently than we have in the past, and to make ourselves accessible to anyone who has in interest in
our business and the services that we provide.

We will create The Intelligent Utility by focussing on industry leadership and innovation and working in the best interests of all our
stakeholders.

We will achieve this vision by living our values, which are: safety, accountability, collaboration, communication, empowerment and
respect.

We will be an outwardly focussed business. We will embed effective stakeholder engagement throughout our operations and
develop mature relationships with our stakeholders based on effective two-way communication and understanding.

Actively inform and educate

Listen to, understand and
learn from our stakeholders.

Our stakeholders feel that
we listen, consider and
value their views and
expectations in making our
decisions.

our stakeholders about our
industry and business.

We improve our operations
to achieve better service
outcomes for the benefit of
our customers.

Improve how we make and
justify our decisions.

Our customers feel that we
provide high quality, value-
for-money services that
meet their needs.

Improve our justification of
our regulatory submissions.

Our stakeholders support,
and the AER accepts, our
public submissions,
including our next
regulatory proposal

Public
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OUR STRATEGY

6.

Our strategy

Our stakeholder engagement strategy has five elements. Although they are represented here
sequentially, in practice, these five elements will be part of an on-going process of engagement.

1. Identify and understand

our stakeholders
We will identify and segment our stakeholders, understand
how they use our services and identify what is of greatest
interest to them.

5. Obtain and action independent
verification
We will engage an external expert to independently verify

that we have implemented our strategy. We will publish the
results of this independent review.

We will annually update this strategy document following
each independent review so that we continuously improve
our engagement.

4.Take action
We will take action to address our stakeholders’ needs and
expectation. We will measure our performance.

We will keep our stakeholders continually informed about
our actions and performance.

/ 2.Consultand communicate \

with our stakeholders

We will undertake a mix of consultation — to understand our
stakeholders’ views and expectations —and communication
—to inform and educate our stakeholders about our
operations.

We will do this using a variety of channels, including: face-
to-face meetings, workshops and focus groups; surveys; our
website; social media; and by participating in other
processes run by third parties.

We will make the information arising from our consultation

and communication publicly available, including on our
website.

/ 3.Considerourresponse \

We will consider and assess how best to respond to the
outcomes of our engagement and we may seek to validate
what we have learned from our consultations through further
analysis.

We will explain the reasons for our decisions in documents
that we publish on our website, including in our Distribution
Annual Planning Report, and in submissions that we make
to the AER, such as our next regulatory proposal.

(& )
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EXECUTIVE SUMMARY

7.  Our engagement channels and outputs

We will use a variety of channels to proactively engage with our stakeholders, reflecting the diversity and
breadth of our distribution area as described in Section 3. Using a range of channels will also enable our
stakeholders to choose how to engage with us, in a manner that works best for them.

Customer
Consultative
Committee

Customer
Challenge
Panel
(AER)

Working
Groups

Mail —
Australia
Post

Other
targeted
meetings

Surveys—
telephone
and on-line

e We will use multiple channels of communication to suit our stakeholders’ preferences. This will
reduce barriers to engagement and make our business more accessible to our community.

e All of our written communication, whether provided by mail or on our website, will be in simple and
accessible English, given the cultural diversity and variety of languages spoken in our service area.
In some cases, we will also prepare our written materials in languages other than English.

e We will produce a range of outputs through our engagement channels. The figure below details:

e The engagement channels we propose using for each stakeholder segment, although we will use
other channels if they can provide a better means of engaging with individual stakeholders; and

e The types of outputs that we intend producing through each engagement channel.

Public 25 February 2016 © United Energy and Multinet Gas 9
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OUR ENGAGEMENT CHANNELS AND OUTPUTS

The section below discusses the matters that we propose engaging our stakeholders about.

Stakeholder Potential Engagement
Group Channels

Website

Social media
Surveys—telephone and on-line
Mail — Australia Post

~

Social media

Website

Surveys —telephone and on-line
Mail — Australia Post

Working groups

Focus groups

Targeted meetings

J
~

Customer Consultative Committee
Working groups

Targeted meetings

Customer Challenge Panel (AER)
Demand side engagement register
Joint planning MoUs

J
)

J

Outputs

-

Website content
Fact sheets
Meeting minutes
Letters

Reports
Feedback

As required

« Presentations
¢ Consultation documents
* Reports

Regulatory outputs

Regulatory proposal
Pricing proposal
RIT-D

Distribution Annual
Planning Report

Regular \

& J

10
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EXECUTIVE SUMMARY

8. What is there to talk about?

We want to understand the most important issues that our stakeholders want to discuss with us. There
are also certain issues that we already know that we want to engage our stakeholders on.

Consultation &

Communication

Public 25 February 2016 © United Energy and Multinet Gas 11
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WHAT IS THERE TO TALK ABOUT?

The following tables explain the importance of each of these issues to our stakeholder engagement.

Issue

Safety

‘ Importance to stakeholder engagement

Safety is our highest priority. We are committed to operating and maintaining safe networks
in order both to meet our safety obligations and to be an employer of choice.

Environment

We are committed to reducing our environmental impacts and to contributing to the
community’s environmental targets so that we are a respected corporate citizen.

Supply reliability

We are committed to meeting or exceeding our customers’ needs and expectations for the
reliability of supply, having regard for what they are willing to pay for.

Quality of supply

We are committed to ensuring that the energy our customers receive is of a high quality that
meets their needs.

Customer connections

We are committed to providing an efficient, high quality connection service that meets or
exceeds customers and developers’ needs and expectations.

Customer satisfaction

We are committed to providing our customers with a high quality on-going electricity service
and to meeting their needs and expectations.

Social obligations

We aspire to be a respected corporate citizen by being positively involved in our community
and helping customers in vulnerable situations.

Affordability

We are committed to providing our customers with sustainably cost-efficient, value-for-money

services.
Pricing We are committed to obtaining stakeholder input into the development of the prices that we

charge for our services that we reflect in the annual pricing proposals that we submit to the
AER.

Major projects and investment

We are committed to obtaining stakeholder input into the development of our capital and
operating expenditure forecasts and to identifying the preferred investment options that
maximise the benefits to all energy producers, consumers and transporters, whether through
traditional or innovative network solutions.

Innovation & new technology

We are committed to innovating, and investing in new technology, where it can help us
deliver better, or more efficient, services to our customers.

Regulatory processes

We are committed to ensuring our stakeholders’ views and expectations are reflected in our
regulatory submissions, including our up-coming regulatory proposal.

12 25 February 2016 © United Energy and Multinet Gas Public
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EXECUTIVE SUMMARY

9. Implementing this strategy

We will undertake our stakeholder engagement in four stages:
e Plan

e Prepare

e Implement

e Act, review and improve.

We are likely to be engaging with our stakeholders about a number of matters, for a number of purposes,

at any given time.

(J SO

Engagement is an ongoing process

This four-staged approach is consistent with the Australian Standard AA1000 Stakeholder Engagement
Standard (2011).

9.1 Plan
Our stakeholder engagement will be:

e  On-going — we will embed engagement throughout our operations;

Two-way — we will use both consultation and communication;

Accessible — we will tailor our engagement to our stakeholders’ different needs and priorities;

Timely — we will allow adequate time to undertake our engagement and to achieve our desired
outcomes; and

Public 25 February 2016 © United Energy and Multinet Gas 13
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IMPLEMENTING THIS STRATEGY

e Transparent and accountable — we will publicly report the outcomes of our engagement in a timely
and accessible manner.

We will establish a stakeholder engagement implementation plan that details:

e The roles and responsibilities within UE for engaging different stakeholders;
e The level, channels and focus areas for engaging different stakeholders; and

e The “boundaries for disclosure” of information arising from our engagement and how this disclosure
will be managed.

Our implementation plan will also detail project management issues, such as: timelines; resource
requirements; budget; technologies to be used; communications; performance indicators; and oversight,
monitoring, evaluation and reporting.

9.2 Prepare

We will prepare for our engagement by mobilising the financial, human and technical resources required for
effective engagement.

We will also identify and prepare for key potential risks arising from our engagement, such as:

e An unwillingness by some stakeholders to engage with us
e Animbalance between the stakeholders we engage with

e Certain stakeholders being relatively under-resourced or disempowered.

9.3 Implement
We will implement our engagement program by:

e Providing a range of avenues for stakeholders to engage with us on their terms
e Proactively inviting stakeholders to engage with us

e  Providing necessary briefing material about our engagement

e Undertaking the engagement through the identified channels

e Documenting the engagement and its outcomes and outputs

e Developing an action plan to respond to the outputs of the engagement

e Communicating the engagement outputs and action plan to our stakeholders.

94 Act, review and improve

We will monitor the delivery of our engagement implementation plan, having regard for this strategy. We will
identify and act on opportunities for improving our engagement.

We will fully consider the outcomes of our engagement in our future decision making. In the event that we do
not act on our stakeholders’ feedback, we will explain why.
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EXECUTIVE SUMMARY

We will engage an independent party to conduct an annual review of the implementation of our stakeholder
engagement strategy and our implementation plan. We will report on the outcomes of this review through our
Customer Consultative Committee.
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