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Dear Anna  

 

Ausgrid’s submission on the AEMC’s Electricity network regulation review package 1 

Ausgrid welcomes the opportunity to provide a submission in response to the Australian Energy Market 

Commission’s (AEMC) Electricity network regulation review package 1 (Review). 

Ausgrid operates a shared electricity network that powers the homes and businesses of more than 4 million 

Australians living and working in an area that covers over 22,000 square kilometres from the Sydney CBD to 

the Upper Hunter.  

The Review presents an important opportunity to ensure the regulatory framework remains fit for purpose as 

the energy system evolves. While the existing framework has served consumers well, the emergence of new 

technologies and services is testing regulatory boundaries that were developed for a more stable electricity 

system. The Review provides an opportunity to ensure the framework continues to promote efficient 

investment, innovation and competition while retaining sufficient flexibility to respond to changing market 

conditions. 

Our overarching principle is that the regulatory framework should enable the delivery model best placed to 

maximise long-term consumer value in the circumstances at hand; not to choose between markets and 

natural monopolies. This guides our submission which contains the following key positions: 

• Service classification is the priority reform. We consider that the Review’s key task is to determine 

the approach for drawing the boundary between regulated and contestable services, rather than 

determining classification service-by-service. This approach begins from the optimal customer outcome 

and then assesses whether competition, regulated network provision, or a combination of both, is most 

likely to deliver it. We propose the framework could be enhanced to meet the pace and nature of the 

energy transition by including criteria to guide classification decisions and a provisional and time-limited 

pathway for emerging services. 

• The ring-fencing framework is fundamentally sound, though the waiver process would benefit 

from procedural improvements. The substantive protections against cross-subsidisation and 

discrimination remain essential, but the waiver process should be faster, more transparent and more 

predictable. 

• Ausgrid does not support Nexa's proposed reforms. We consider the classification of emerging 

services should precede decisions regarding ring-fencing, rather than Nexa’s framing in reverse. Further, 

the proposals to elevate detailed obligations into the National Electricity Rules (NER) and introduce a 

‘last resort’ test for waivers would introduce subjectivity and reduce flexibility. We expect the rule change 

would impose disproportionate cost and complexity for limited consumer benefit. 

• Ausgrid supports Energy Network Australia’s (ENA) proposed rule change as the most efficient 

way to unlock kerbside electric vehicle (EV) charging. We consider that the ENA’s open access 

proposal means DNSP-led kerbside chargers will increase, not reduce, competition in public charging. 

Under this rule, Ausgrid would accelerate EV uptake by solving the ‘overnight home charge’ problem for 

residents without off-street parking. The ENA’s rule change will build on the Commonwealth 

Government’s proposed Accelerating EV Charging program (concurrently under assessment by the 
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AEMC). The ENA’s proposal will establish an enduring framework to support the widespread roll out of 

EV kerbside chargers, beyond the short-term remit and limited funding envelope of the Commonwealth 

program.  

• The prioritisation framework should explicitly consider the timing of the upcoming 2029-34 

resets. DNSPs on cycles in the next two years may wait five years or more before they can implement 

the Review’s outcomes, unnecessarily delaying consumer benefits.  

Appendix A below sets out the economic principles that underpin our submission. Detailed responses to the 

AEMC’s questions are provided in Appendix B. Our submission addresses the Review, the proposed 

National Electricity Amendment (Clarifying distribution ring-fencing in emerging energy markets) Rule 2027 

(Nexa Rule Change) and the proposed National Electricity Amendment (Enabling distribution network 

service provider led electric vehicle charging infrastructure) Rule 2027 (ENA Rule Change). 

As an additional matter, we note that ENA flags in their rule change request that to enable the full capabilities 

of dynamic financially responsible market participants (FRMP), “some changes may be needed to the 

metering rules to facilitate open access to a DNSP’s Distribution electric vehicle charging infrastructure 

(EVCI), but these have not been included in the drafting at this stage”.1 Ausgrid strongly encourages the 

AEMC to progress this stream of work alongside development of the ENA Rule Change, and engage with 

the Australian Energy Market Operator (AEMO) to determine the extent and detail of changes necessary to 

enable dynamic FRMP capabilities. Ausgrid is happy to provide further information on dynamic FRMP to the 

AEMC and AEMO, and to support all endeavours to ensure that dynamic FRMPs are supported in the NER 

and AEMO guidelines.  

Please contact Fiona McAnally, Head of Regulation, at fiona.mcanally@ausgrid.com.au should you wish to 

discuss this submission further. 

Regards, 

 

 

Timothy Jarratt 

EGM External Affairs & Strategy  

 

1 ENA, ‘Rule change request – Unlocking affordable EV charging for all Australians’, (2 April 2026), p13 

mailto:fiona.mcanally@ausgrid.com.au
https://www.aemc.gov.au/sites/default/files/2026-04/ena_unlocking_affordable_ev_charging_for_all_australians_april_2026.pdf
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Appendix A: Economic principles  

This Appendix sets out the economic framework that underpins Ausgrid's submission. It explains that while 

competitive markets generally deliver efficient outcomes, there are circumstances in which they may not, and 

those circumstances may justify a targeted role for regulated networks. The framework is applied throughout 

this submission when considering where the boundary between regulated and contestable services should 

be drawn. 

The regulatory framework should enable the delivery model best placed to maximise long-term 

consumer value in the circumstances at hand 

Ausgrid supports regulatory reforms that deliver better outcomes for consumers, regardless of who provides 

the service. The objective should be an energy system in which competition, innovation and regulation each 

perform the role they are best placed to service in maximising long-term consumer value and lowering 

overall energy bills. 

We recognise that, in many circumstances, competitive markets deliver efficient outcomes. Businesses 

respond to price signals, innovate to attract customers, and invest where they expect to earn an adequate 

commercial return.  

However, markets do not always produce outcomes that maximise long-term consumer value. In some 

circumstances, investments that would benefit consumers do not proceed because the commercial 

incentives facing individual investors diverge from the broader interests of consumers and the electricity 

system. For example, this can occur where there are: 

• Coordination problems:2 Investment by one party depends on others investing first. Each participant 

waits for the others to move, so the market struggles to get started. 

• Positive externalities: An investment creates benefits for consumers or the wider community that the 

investor cannot recover through prices. As a result, the market invests less than is efficient. 

• Economies of scale and scope: An existing provider (e.g. regulated network) can deliver the service at 

significantly lower cost by using assets, systems or capabilities it already has. Duplicating that 

infrastructure would increase costs without improving outcomes. 

The common feature across these circumstances is that the value created by an investment exceeds the 

value that can be captured by the investor. This creates an ‘investment gap’. Although an investment may 

deliver net benefits to consumers, a commercial provider cannot recover enough of those benefits to justify 

making the investment or does not invest to the level that would maximise long-term consumer value. 

Competitive markets may therefore under-invest, even where additional investment would improve long-term 

consumer outcomes. 

The regulatory framework should preference consumer outcomes, not markets or regulated 

networks  

The existence of an ‘investment gap’ does not mean regulated networks should always provide the service. 

Nor does it imply that competition has failed. It simply recognises that, in some circumstances, competitive 

markets alone may not deliver the level or timing of investment that best serves consumers. 

The role of the regulatory framework is therefore not to choose between markets and networks. Rather, it is 

to provide a framework that enables the delivery model best placed to maximise long-term consumer value in 

the circumstances at hand. 

Where competitive markets are functioning effectively, they should continue to drive investment, innovation 

and consumer choice. However, where coordination problems, positive externalities or economies of scale 

and scope create a persistent investment gap, there may be a case for a targeted role for regulated networks 

to unlock investments that would otherwise not occur. 

 

2 The coordination problem is also referred to as the ‘chicken-and-egg’ problem. For avoidance of doubt, this term here is not referring 

to challenges associated with the coordination or orchestration of distributed energy resources, such as virtual power plants. 
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Regulated networks are well placed to invest for community outcomes 

The distinction described above reflects the way regulated networks are already required to make 

investment decisions. Unlike commercial providers, regulated networks do not invest based on where they 

can earn the greatest private return. Instead, the regulatory framework requires networks to demonstrate that 

investments deliver net benefits to all consumers, with oversight by the Australian Energy Regulator (AER). 

This principle is embedded throughout the NER. For example, under the Regulatory Investment Test for 

Distribution (RIT-D) and the Regulatory Investment Test for Transmission (RIT-T), networks must identify the 

credible option that maximises the present value of net economic benefits for those who produce, consume 

and transport electricity. This assessment considers the total value created across the market – including 

benefits to consumers, generators, other network users and the broader electricity system – rather than the 

financial return available to the network itself. 

The economic framework embedded within the RIT-D and RIT-T reflects the same principles described in 

our submission. Where coordination problems, positive externalities or economies of scale and scope mean 

that community benefits exceed private returns, the regulatory framework already requires networks to 

assess investments through a broader consumer lens than is available to individual commercial providers. 

For this reason, Ausgrid considers that the central question for the AEMC is not whether regulated networks 

or competitive providers should deliver a service as a matter of principle. Rather, it is whether the 

characteristics of the service give rise to an investment gap, and if so, which delivery model (or a hybrid 

model) is best placed to maximise long-term consumer value while maintaining appropriate safeguards for 

competition. 

We note that regulated network delivery of certain services can also overcome equity issues that are evident 

in the energy transition. For example, the lack of access to solar and batteries due to being a renter or not 

having the financial resources to invest in these assets, and no access to off street parking for electric 

vehicle charging can be resolved by networks being able to service all consumers, not only the ones that 

provide value to the competitive market. 

Subsidies may not resolve the investment gap in consumers interests as effectively as regulated 

networks 

A subsidy to commercial market participants could help address some of the short-term coordination 

problems and positive externalities that contribute to the investment gap in services, such as kerbside EVCI, 

by improving the commercial returns available to competitive market participants. However, a subsidy is not 

an economically equivalent substitute for regulated network provision, for two reasons. 

1. While a subsidy may encourage investment, it does not replicate the economies of scale and scope that 

regulated networks can bring to bear through their existing poles, wires, operational systems, workforce 

and asset management capabilities. As a result, subsidising multiple commercial providers may still 

result in higher whole-of-system costs compared to making use of existing infrastructure and capabilities 

available today within regulated networks. 

2. A subsidy does not replicate the governance framework that accompanies regulated investment which 

holds networks to ongoing service standards. Regulated networks are subject to comprehensive 

economic oversight designed to align investment decisions with the long-term interests of consumers, 

including ex-ante and ex-post expenditure scrutiny, incentive regulation, pricing controls, service 

standards, transparency obligations and ring-fencing requirements. These mechanisms provide the AER 

with ongoing levers to ensure investments continue to deliver consumer value over time, rather than 

simply encouraging investment to occur. A subsidy, by contrast, encourages investment to occur but is 

unlikely to provide the equivalent discipline and safeguards on how efficiently it is delivered or whether it 

remains in consumers' long-term interests. 

Where services exhibit economies of scale and scope alongside coordination problems or positive 

externalities, the regulatory framework should allow decision-makers to consider whether regulated provision 

may deliver superior long-term outcomes for consumers, compared to subsidising commercial market 

participants (or where subsidies have not resolved the challenge or been ruled out). 
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Appendix B: Response to AEMC questions 

Question 1: Prioritisation framework 

Position: Ausgrid broadly supports the proposed prioritisation framework. It is important that the 
interconnected nature of the regulation framework is considered (like the Distribution System 
Operator rule change), as separating-out related reforms risks overlooking consequential 
interactions. We also consider the prioritisation framework should explicitly consider the timing of 
the upcoming 2029-34 regulatory resets. 

 

Question 1.1  

Do you have any feedback on our approach to the Review, including the proposed 
prioritisation framework? 

Ausgrid welcomes the Review and supports the AEMC examining service classification and ring-fencing as 

an integrated package. We agree with the AEMC that a framework developed more than 15 years ago is 

now being tested by the pace and nature of the energy transition, making a considered review, grounded in 

the National Electricity Objective (NEO), both timely and necessary. 

We broadly support the AEMC’s proposed prioritisation approach, including the criteria of materiality, 

implementation feasibility, interaction with other processes and separability. We also welcome the proposed 

assessment criteria for reform, particularly the explicit recognition of innovation and flexibility alongside 

customer outcomes and emissions reduction. 

Our principal observation is that these criteria should guide, rather than constrain, the Review. The energy 

transition must resolve challenges that do not lend themselves to rigid gateway tests or a static assessment 

of market structure. For example, the "chicken-and-egg" relationship between EV uptake and charging 

infrastructure may justify different regulatory responses at different stages of market development (see our 

response to Question 9.1 for more information). 

Competition should not be treated as an objective in its own right. The better starting point is the customer 

outcome and whether competition, regulated network provision, or a combination of both is most likely to 

deliver it. 

Accordingly, we encourage the AEMC to: 

• treat prioritisation as an iterative exercise, revisiting priorities as evidence develops and related reforms 

progress, including the expected Distribution System Operator (DSO) rule change, the Integrated System 

Plan (ISP) Review, the distribution network planning rule change, and AER’s ring-fencing and shared 

asset guideline review; and 

• apply the separability criterion with care, recognising that service classification, ring-fencing, connection 

and facilities access, and emerging services such as EVCI, community batteries and DSO functions are 

highly interconnected. Artificially separating these issues risks overlooking important interactions and 

producing sub-optimal regulatory outcomes. 

The prioritisation framework should also take explicit account of the timing of upcoming regulatory 

determinations, particularly the 2029-34 regulatory resets for the NSW, ACT, Tasmanian and Northern 

Territory distribution network service providers (DNSP). These processes have already commenced. The key 

milestones for Ausgrid are in Figure 1 below.  
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Figure 1: Milestones for this Review, the reset and the F&A process for DNSPs 2029-34 reset cycle 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ausgrid is also intending to publicly consult on its F&A proposal in the coming weeks, ahead of submitting its 

F&A request to the AER in October 2026.  

This sequencing creates a clear timing mismatch. Unless the AEMC’s recommendations can be reflected for 

the 2029-34 regulatory period, DNSPs may be required to prepare F&A proposals and regulatory proposals 

under arrangements that the Review subsequently concludes should change. 

The practical consequence is that, without deliberate sequencing, the outcomes of the Package 1 Review 

would not be reflected in the regulatory arrangements for these networks until the 2034-39 regulatory period. 

Given the pace of the energy transition, we do not consider that outcome would serve consumers' interests. 

To manage this, we propose the following two courses of action: 

1. the AEMC should prioritise the foundational elements of the Review, particularly the service classification 

framework, so that clear direction is available in its Package 1 final report, due on 17 December 2026. 

The AER could have regard to those recommendations in making its F&A, allowing key elements of the 

review to inform the AER’s decisions on the 2029-34 regulatory resets, including the AER’s F&A 

decision, ahead of formal rule changes. 

2. the AEMC should consider implementation pathways as part of the review itself, including whether 

transitional arrangements are needed for networks whose determinations will be made under the current 

rules. Early clarity on these pathways would provide greater certainty for DNSPs entering the 2029-34 

regulatory reset process and assist the AER's planning. 

Ausgrid would welcome the opportunity to continue working with the AEMC as the Review progresses to 

help ensure the regulatory framework preserves flexibility, retains future options and avoids locking in 

regulatory boundaries prematurely while the energy transition continues to evolve. 
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Question 2: Service classification 

Position: The service classification framework requires targeted reform to remain fit-for-purpose, 
but the Review's task is to agree the approach for drawing the boundary between regulated and 
contestable services, rather than determine classification service-by-service. That approach should 
begin from the customer outcome sought and recognise that regulated network provision may be 
best placed to deliver long-term consumer value where an ‘investment gap’ exists that competitive 
markets alone will not close. 

To operate effectively in the current environment, Ausgrid proposes that the framework needs: a 
provisional, time-limited classification pathway for emerging services; clear and consistent criteria to 
guide classification decisions; and a mechanism to reclassify services between revenue 
determinations. 

Classification cannot be considered in isolation from ring-fencing, cost allocation and shared asset 
arrangements, and the framework should accommodate hybrid service models and the DSO role 
expected to be formalised following the Consumer Energy Resources (CER) Taskforce's 
recommendations. 

 

Question 2.1:  

What network services should be subject to economic regulation and are changes to the 
service classification framework required? 

What, if any, changes do you think should be made to the service classification 
arrangements (including the timing of when service classification decisions are made) to 
ensure they remain fit for purpose into the future and sufficiently flexible to accommodate 
the changes underway? 

Ausgrid does not consider that the Review's task is to determine, service by service, which network services 

should be subject to economic regulation. Rather, and consistent with our answer to Question 2.2 below, the 

more useful starting point is for the Review to agree an approach for drawing that boundary, so that it can be 

applied consistently as market conditions evolve. Within that lens, we consider that targeted changes to the 

classification framework are warranted. The current arrangements were designed for a relatively stable 

environment and tie classification largely to the periodic revenue determination cycle. They are increasingly 

tested by services that are emerging rapidly and unevenly through the energy transition. To remain fit for 

purpose and sufficiently flexible, we encourage the AEMC to consider three changes: 

1. Provide clear and consistent principles to guide classification decision-making and require the 

AER to reach a decision. The service classification should begin with the customer outcome and the 

evidence on whether competition, regulated network provision, or a combination of both is best placed to 

deliver it. This should include how to treat services that may be contestable but exhibit coordination 

problems, positive externalities or economies of scale and scope. Additionally, clause 6.2.1(a) of the NER 

should require the AER to classify services and provide reasoning for their decision, rather than provide 

them with the option to do so.  

2. Introduce a provisional, time-limited classification pathway for emerging services. This would allow 

a service to be regulated while an investment gap persists, with defined review points so it can transition 

to contestable provision as the market matures, avoiding premature or permanent boundaries. 

Together, these changes would make service classification more responsive to the pace of change, preserve 

flexibility and future options, and reduce the risk of premature or permanent boundaries that competition or 

technology may later render inefficient. 
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Question 2.2 

Do you think there are any circumstances in which it would be in the long term interests of 
consumers for NSPs to provide regulated services in contestable markets? If so, please 
explain: 

a. what those circumstances are 

b. how this would work in practice 

c. how the framework should limit the ability of networks to leverage their regulated 
monopoly position to limit competition in contestable markets. 

Where markets are functioning effectively, they should continue to drive investment, innovation and choice, 

and regulated networks do not need to play a role. The relevant question is not whether regulated networks 

or competitive markets should prevail as a matter of principle. Rather, it is to identify the circumstances in 

which each delivery model is best placed to maximise long-term consumer value.  

(a) What those circumstances are 

The circumstances in which regulated networks may be best placed to provide a service arise where an 

investment creates more value for consumers than can be captured by the competitive market participant 

making the investment. This is most likely where services exhibit coordination challenges, generate positive 

externalities or benefit from economies of scale and scope, as outlined in Appendix A. 

(b) How this would work in practice 

Ausgrid considers that the AER’s decision-making on service classification should be guided by clear and 

consistent principles established in the NER. The details of applying these principles could be established in 

guidelines, following a consultation process. When making classification decisions, the AER should have 

regard to the weight of evidence supporting delivery through competitive markets, regulated networks, or 

hybrid approaches. 

We encourage the AEMC to consider requiring the AER to make classification decisions. NER clause 

6.2.1(a) states that the AER “may” classify distribution services. We are concerned that this provides an 

avenue to defer classification decisions. This can create unnecessary confusion, delay and uncertainty about 

how a service should be treated. The AER should still retain discretion as to what classification a service 

should retain, but this decision should not be optional. The reasoning for decisions, in the affirmative or 

otherwise, should be outlined by the AER. 

We consider that any principles established in the NER should have reference to the factors that determine 

the ‘investment gap’ outlined in Appendix A, i.e. positive externalities, coordination problems and economies 

of scale and scope. In Tables 1 to 3 below, we illustrate with reference to these factors how regulated 

networks address barriers to efficient investment, compared to competitive markets. 

Table 1: Co-ordination barriers to efficient investment 

Service The barrier (competitive market) How a regulated network helps 

Community batteries A battery is only commercially viable if 
enough customers and retailers and 
the network take part together. Each 
wait for the others, so investment 
stalls. 

The network already connects every 
customer and retailer on the street, so it 
can move first by sizing the battery and co-
ordinating leasing arrangements with 
retailers, instead of waiting for the deadlock 
to break. 
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Service The barrier (competitive market) How a regulated network helps 

EVCI 

(AC chargers) 

A ‘chicken-and-egg’ problem: drivers 
are disincentivised to buy EVs without 
enough public chargers, and providers 
are unlikely to build more chargers 
without enough EVs. 

The network can invest ahead of demand, 
giving drivers and other providers the 
confidence to follow. 

Local Energy 
Precincts 

(Community Power 
Networks regulatory 
sandbox) 

Precincts need generation, storage, 
flexible demand and network 
capability built together. Without 
coordination, no one has reason to 
move first. 

The network is the one party connected to 
every part of a precinct, so it can bring the 
pieces together in the right order where no 
single participant can. 

Table 2: Positive externality barriers to efficient investment 

Service The barrier (competitive market) How a regulated network helps 

Community batteries A battery benefits more than its owner 
(e.g. defers network upgrades, 
steadies voltage, maximises solar use 
and lowers price volatility). 
Competitive market participants 
cannot charge for these ‘positive 
externalities’, so they invest below the 
efficient level. 

Because regulated networks assess 
investments based on the total benefits 
delivered to consumers, rather than the 
returns available to a competitive market 
participant, they can take account of 
voltage and solar hosting benefits. A 
competitive market participant cannot 
capture these benefits unless part, or all, of 
the battery is leased to a network. 

EVCI 

(AC chargers) 

Public charging supports EV take-up 
broadly, benefiting other EV charging 
providers, car makers and the 
community through growth in EVs and 
lower emissions. However, no single 
provider can capture all those 
benefits, so investment falls short. 

Because networks invest on a consumer-
benefit basis, it can act on the wider 
adoption and emissions benefits that no 
single provider can capture, including in 
areas the market overlooks. 

Local Energy 
Precincts 

(Community Power 
Networks regulatory 
sandbox) 

A working precinct lowers peak 
demand and defers network 
investment for everyone nearby. 
Because the benefits are so widely 
shared, each participant alone has too 
little reason to invest. 

Because networks plan across the whole 
system, it can count the shared peak and 
network savings, meaning the precinct 
proceeds based on value that benefits 
everyone. 

Table 3: Scale and scope barriers to efficient investment 

Service  The barrier (competitive market) How a regulated network helps 

Community batteries Storage is much cheaper per kWh at 
neighbourhood scale than as many 
separate household units, and a 
competitive market provider entering 

The network already owns the connection, 
low voltage and monitoring assets and has 
planning and field crews. Therefore, it can 
add shared storage at a lower incremental 
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Service  The barrier (competitive market) How a regulated network helps 

one street cannot reach that scale on 
their own. Therefore, the same 
capacity is delivered at a higher cost, 
or not at all. 

cost than a standalone entrant starting 
from scratch. Networks are also able to 
host storage on their existing sites, 
removing the need to find land to host 
storage or host storage on public land. This 
helps to further reduce the cost and 
community impact of storage.   

EVCI 

(AC chargers) 

Charging has heavy upfront civil and 
connection costs, but a low cost per 
session. Therefore, utilisation acts as 
the determinant of viability and sub-
scale rollouts strand capital. When 
each charge point operator trenches, 
connects and augments separately, 
enabling infrastructure is built many 
times over, duplicating cost the 
system ultimately pays for and slowing 
rollout. 

The network can build the shared enabling 
infrastructure once, using its existing power 
poles, connection and civil capabilities. 
Provided on open access terms, this 
becomes a common platform that charge 
point providers and retailers connect to and 
compete over, rather than each duplicating 
the civil and connection works beneath 
every site. This is particularly valuable in 
lower utilisation areas, where the shared 
cost-base allows charging to be viable, 
which would not be the case for a 
standalone operator. 

Local Energy 
Precincts 

(Community Power 
Networks regulatory 
sandbox) 

Delivering generation, storage, flexible 
demand and network capability as 
separate, individually procured pieces 
costs more than delivering them as 
one integrated package. No single 
participant can spread the fixed 
enabling costs across a whole 
precinct. Further, there is no market 
incentive for commercial customers to 
oversize solar, or to install it all if a 
tenant. 

The network can provide the shared 
enabling backbone once, spreading its 
fixed cost across all participants, rather 
than each party replicating the planning, 
connection and integration functions that 
the network already performs. 

 

Where the evidence supports a regulated role, that role should be targeted at addressing the source of the 

investment gap. In most cases, this will not require regulated networks to compete across the entire value 

chain. Rather, it will involve networks providing the enabling infrastructure, coordination and/or shared 

capability needed to unlock investment that competitive markets are not yet delivering. We provide a 

practical example in Box 1 below. 

This creates a clear division of roles where the regulated network invests in the enabling infrastructure 

needed to address the investment gap, while competitive providers continue to innovate, differentiate their 

offerings and compete for customers. Rather than displacing competition, the network's role is to create the 

conditions in which competition can emerge and flourish. 

The difficulty is that the current ring-fencing framework does not readily accommodate this outcome. In 

practice, networks must seek ring-fencing waivers to implement arrangements. This process creates 

unnecessary uncertainty and delay and increases the costs of delivery. A more enduring framework would 

recognise this type of layered model as a legitimate way of addressing an investment gap, while continuing 

to apply robust safeguards against cross-subsidisation and discriminatory conduct. 
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Box 1: Community batteries as a practical example 

A regulated network can invest in a battery where doing so delivers community benefits, such as 
deferred network augmentation. Any spare battery capacity can be made available to retailers and 
other market participants on an open-access basis. Those providers compete to deliver customer-
facing services, including energy trading, virtual power plant participation and innovative retail 
products. The AER has identified that based on 2024 usage data, 1% of battery usage was for 
DNSP network support services and 99% was used by leasing partners. However, the 1% of usage 
dedicated to network support services covered a variety of valuable functions, including: 

• Capacity Support: The battery energy storage systems (BESS) reduce the load on the grid 
during peak hours by discharging stored energy, where demand is forecast to exceed 
equipment ratings. 

• Voltage Regulation: provides voltage support through providing reactive power support, 
and importing or exporting, particularly importing at locations with high and growing levels 
of distributed energy resources (DER) penetration. 

• Network Security: provides a variety of benefits that relate to the maintenance of network 
security, including reactive power support and reducing costs and reducing switching 
operations required to maintain network security during different network events.  

Costs are allocated to the network’s Regulated Asset Base (RAB) in proportion to the share the 
BESS is expected to provide network support services. 

(c) How the framework should limit leveraging of a monopoly position 

Safeguards are essential to ensure regulated provision remains a targeted response to a demonstrated 

market failure and does not unnecessarily displace competitive markets. The objective should be to address 

the investment gap identified in section (a), while preserving the incentives for commercial providers to 

innovate, invest and compete wherever markets can deliver efficient outcomes. The framework should 

therefore include two core safeguards. 

1. Open access requirements, ensuring regulated infrastructure is made available on fair, reasonable and 

non-discriminatory terms so that it enables, rather than restricts, competition. Where regulated networks 

provide enabling infrastructure, retailers, aggregators and other market participants should be able to 

access that infrastructure, via negotiated outcomes, to develop competing customer products and 

services. 

2. Robust cost allocation arrangements, retained from the existing framework, preventing cross-

subsidies between regulated and contestable services and ensuring costs and revenues are 

transparently attributed. Consumers should fund only those investments that deliver regulated benefits, 

while any contestable activities remain financially separate and appropriately costed. 

Taken together, these safeguards ensure regulated provision remains proportionate, transparent and 

accountable. They also reinforce that the purpose of regulated provision is not to expand the role of 

networks, but to address clearly identified market failures, where doing so improves long-term consumer 

outcomes. 

Question 2.3 

Is additional guidance required in the NER on: 

a. how the boundaries between regulated and contestable (unregulated) services should be 
drawn? 

b. how to accommodate the new DSO role for DNSPs? 
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(a) How the boundaries between regulated and contestable (unregulated) services should be drawn? 

Ausgrid considers that additional guidance on service classification may be valuable. However, it should 

begin from an accurate understanding of where the existing legal boundary already sits. 

Guidance should focus on the discretion for classification that already exists 

The concept of a distribution service under the NER is broader than is sometimes assumed. The AER 

appears to agree with this, stating that “under the NER ‘distribution services’ are defined as services 

provided by means of, or in connection with, a distribution system. This is a wide formulation that could 

capture a broad and evolving range of activities that a DNSP or its affiliates may undertake”.3 Additionally, 

the Federal Court's decision in Ergon Energy v AER illustrates this. Although public lighting was accepted to 

be capable of competitive provision, the Court nevertheless found it to be a distribution service because it 

was provided "by means of, or in connection with" the distribution system. In other words, the fact that a 

service is contestable does not, in and of itself, place it outside the regulated perimeter. Rather, the legal 

question is whether the service falls within the statutory concept of a distribution service. 

The current framework already provides scope for regulated networks to provide services that could, in 

principle, also be supplied competitively. The policy question is therefore not where to draw the legal 

boundary, but how that existing discretion should be exercised. 

Guidance should focus on the circumstances in which regulated provision is likely to deliver better long-term 

outcomes for consumers (i.e. where coordination problems, positive externalities or economies of scale and 

scope create an investment gap), rather than proceeding from the assumption that contestability alone 

determines whether a service should fall within the regulated framework.  

Classify services, rather than assets 

Classification could follow the function a service performs, not the technology or asset used to deliver it. The 

question is whether the service is network-facing, provided by the DSNP/DSO to enable others to serve 

consumers, or customer-facing, sold to an end user in a market that is, or could be, competitive. The 

AEMC's split into network-facing and market-facing components is a workable basis. For example, DSO 

service coordinating CER through operating envelopes, or procuring flexibility to manage a constraint, is 

network-facing and constitutes a distribution service, while the retail or aggregation product sold on top is 

contestable. 

The guidance could set out a short test: a distribution service is a service that is provided by means of, or in 

connection with, the distribution system, supports safe, reliable, and efficient, or whole-of-system, operation, 

and is an enabling function that the competitive market does not or could not provide. Where a competitive 

market exists or can emerge, the customer-facing service sits outside the boundary.  

(b) How to accommodate the new DSO role for DNSPs? 

The CER Taskforce has recommended that the DNSP is formalised as the DSO.4 Following this trajectory, 

additional guidance in the NER is required to accommodate the new DSO role for DNSPs, beyond 

recognising that DNSPs perform new functions as the electricity system evolves. The NER should:  

1. clearly define the DSO role; 

2. ensure that the DSO role is exercised in a competitively neutral manner; and  

3. align regulatory incentives with the outcomes the framework is seeking to achieve. 

1. Defining the DSO role 

As the energy system decarbonises, digitalises and decentralises, the role of the DNSP evolves from asset 

operation to -network orchestration by adding DSO capabilities. The NER should define the DSO role by its 

purpose. We suggest the role of a DSO is to actively manage and balance energy flows on the network to 

 

3 AER, ‘Call for input Review of the Ring-fencing guideline (electricity distribution) v4 and Shared Asset Guideline v2’ (June 2026), p 4.  
4 DCCEEW, ‘Redefining roles for market and power systems operations (M3/P5) final report’ (16 December 2025), p xiii. 

https://www.aer.gov.au/system/files/2026-06/Call%20for%20Input%20-%20ring-fencing%20and%20shared%20asset%20guideline%20review%20%283%29.pdf
https://www.energy.gov.au/energy-and-climate-change-ministerial-council/working-groups/electricity-working-group/consumer-energy-resources-sub-working-group/redefining-roles-for-market-and-power-systems-operations
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maximise the utilisation of our infrastructure and ensure grid stability, to help deliver a cheaper, faster energy 

transition.  

This purpose aligns with how Ausgrid currently sees its DSO framework, involving:  

• dynamic customer services, which increase overall value by meeting customers' needs and 

flexibility;  

• advanced system operations, which maximise network utilisation and CER participation; and  

• integrated planning, which ensures an efficient and sustainable end-to-end system. 

The NER should also set out the core functions of a DSO role at a ‘principles’ level, as part of their regulated 

distribution services. Recognising these functions in the NER gives customers and the market a clear view of 

the DSO’s role and the outcomes it is there to deliver; reliable, affordable power and a faster energy 

transition. 

The core functions should include the responsibilities described by the CER Taskforce: 

• Active system management: Actively manage network assets, CER and flexible loads to achieve 

safe, reliable and efficient operation of the distribution system in a two-way power flow environment. 

• Enabling CER flexibility: Employing distribution level tools, mechanisms, and market interfaces to 

value, incentivise, procure and coordinate energy and flexibility services from CER. 

• Transmission and distribution coordination: Active coordination between system operators and 

network operators to enable operational visibility and data exchange required for operations, and for 

system security and reliability. 

• Integrated distribution planning: Perform long-term distribution system planning, in consultation 

with the system operator (AEMO) in the National Electricity Market (NEM) and relevant transmission 

network, as an integral part of advanced whole-of-system planning (i.e. bottom-up distribution 

planning is effectively integrated with top-down system planning). 

Ausgrid considers that a further function should be added to the above: 

• Cyber security: Securing the distributed operational data and enabling data sharing for overall 

system outcomes. Securing the systems and control signals the DSO role now depends on for 

system security and reliability. 

The AEMC should consider the following factors, which affect how a DSO would provide the above core 

functions: 

• Reward for coordinated CER: The value of coordinated CER, set out in the NSW DNSPs’ 

Distribution System Plan Opportunities Report,5 is captured in AEMO's Integrated System Plan and 

demand forecasts. This value should be rewarded through a DSO incentive scheme, so a DSO is 

rewarded for the outcome it delivers, and not for how much network it builds and owns. 

• Neutral data steward: A DSO should maintain and share operational data on equal terms, ‘to inform 

planning and enable future markets’.6 The cost of implementing these data-sharing measures should 

be recognised and recovered efficiently. 

• Shaping demand ahead of time: A DSO should influence demand through information and price 

signals and plans and invests ahead of demand rather than reacting to it. 

• Provider of DER services where the market does not deliver: On a case-by-case basis and with 

safeguards, a DSO should own or operate DER (such as community batteries and kerbside EV 

charging) where it benefits consumers.  

 

5 Ausgrid, Endeavour Energy and Essential Energy, ‘Distribution System Plan Distribution System Plan Opportunities Report Opportunities 

Report’ (November 2025).  
6 DCCEEW, ‘Data sharing arrangements to inform planning and enable future markets Final report to progress M2 workstream of the 

National CER Roadmap’ (16 December 2025).  

https://www.nsw-dsp.com.au/
https://www.nsw-dsp.com.au/
https://www.energy.gov.au/energy-and-climate-change-ministerial-council/working-groups/electricity-working-group/consumer-energy-resources-sub-working-group/data-sharing-arrangements
https://www.energy.gov.au/energy-and-climate-change-ministerial-council/working-groups/electricity-working-group/consumer-energy-resources-sub-working-group/data-sharing-arrangements
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• Keeping control of its own network: A DSO should retain responsibility for operating and planning 

its own network and use its visibility and control where it adds value. 

• Driving national consistency: A DSO should work with other networks to achieve consistent 

customer-facing interactions managed by a time-limited body rather than a new permanent market 

body.7 

2. Ensuring that the DSO role is exercised in a competitively neutral manner  

The NER should specify that coordination and procurement activities completed by a DSO with competing 

parties must be neutral, with data provided to all on equal terms via standardised interfaces. This is 

important because a DSO coordinates and procures resources owned by competing parties.  

3. Aligning regulatory incentives with the outcomes the framework is seeking to achieve  

The NER should ensure that DNSPs are not financially disadvantaged, and therefore disincentivised, to 

perform their DSO role efficiently. However, the detailed design of any incentive scheme should remain with 

the AER.  

Many DSO functions rely on digital capability, operational systems, forecasting, data management and 

coordination rather than traditional network augmentation. Importantly, these capabilities enable DNSPs to 

make more efficient use of existing network assets and, in many cases, defer or avoid capital expenditure 

that would otherwise have been required. Unless the regulatory framework evolves alongside the DSO role, 

DNSPs may continue to face incentives that favour traditional network augmentation over more efficient 

operational and market-based solutions. 

In particular, the current framework may discourage efficient investment in DSO capability because it: 

• creates uncertainty about whether DSO activities form part of the regulated distribution service and 

can therefore be recovered through regulated revenues;  

• provides stronger financial incentives for traditional network augmentation than for investments in 

digital capability, coordination and flexibility that defer or avoid augmentation; and  

• may expose DNSPs that invest early in DSO capability to benchmarking and innovation risks that 

are not faced by DNSPs that delay investment.  

These outcomes are unlikely to promote the long-term interests of consumers. The objective should not be 

to provide additional rewards for DNSPs performing the DSO role. Rather, it should be to ensure that the 

regulatory framework does not penalise DNSPs from performing the DSO role and delivering outcomes in 

the long-term interests of consumers.  

The detailed design of any incentive arrangements should remain a matter for the AER. However, the NER 

should provide an appropriate foundation for incentive arrangements between traditional network investment 

and efficient operational solutions. 

Question 2.4 

Are there any other issues with the current service classification arrangements that you 
think we should consider in this Review? 

We emphasise that service classification cannot be considered in isolation. A classification decision 

determines the regulatory obligations that apply to a service, including the associated ring-fencing, cost 

allocation and shared asset arrangements. If these frameworks are not aligned, they can create uncertainty, 

 

7 See our suggestion of a time limited body in Ausgrid, ‘Ausgrid response to the roles and responsibilities in a high CER future 

Consultation Paper’ (20 August 2025), p 2.  

https://consult.dcceew.gov.au/download/fil37ae9cb5ab55c531bea71
https://consult.dcceew.gov.au/download/fil37ae9cb5ab55c531bea71
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duplication and unintended barriers to efficient investment, particularly for emerging services that rely on 

shared network capability. 

A related challenge is that the current framework largely treats services as either regulated or contestable. 

Increasingly, however, new energy services combine elements of both. A community battery, for example, 

may involve regulated network infrastructure alongside contestable market-facing services. Similarly, public 

EVCI may comprise regulated enabling assets with competitive retail offerings layered over the top. Forcing 

these services entirely to one side of the regulatory boundary risks either constraining competition or 

preventing efficient investment. 

The framework would therefore benefit from a more integrated approach that recognises hybrid service 

models and aligns classification, ring-fencing, cost allocation and shared asset arrangements accordingly. 

Considering these frameworks together, rather than sequentially or in isolation, would provide greater 

regulatory certainty and better support the delivery of efficient consumer outcomes as the energy transition 

continues. 
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Question 3: Ring fencing 

Position: The current ring-fencing framework is largely sound and has been broadly effective at 
preventing cross-subsidisation and discriminatory conduct. 

The opportunity to improve ring-fencing waivers are procedural, rather than structural. To make the 
waiver process more predictable and timelier, decisions should be time-bound, reasoning should be 
published in full, and class or standing waivers should be used more widely for low-risk services. 

Clearer service classification may the reduce waiver applications volumes and allow the waiver 
regime to focus on genuine, case-by-case questions of network participation. 

 

Question 3.1 

How effective do you think the ring-fencing obligations have been to date, in terms of 
preventing the cross-subsidisation of contestable activities and discriminatory behaviour? 
What changes, if any, are required to ensure they remain fit-for-purpose in the future? 

 

Ausgrid considers that the current ring-fencing framework has been broadly effective in the role it was 

designed to perform. In markets where competition is established, it provides important protections against 

cross-subsidisation (e.g. unwaivable rules to comply with cost allocation methodologies) and discriminatory 

conduct,8 helping to ensure regulated networks do not leverage their monopoly position to distort 

competition. Those protections remain appropriate and should continue to apply. 

 

Question 3.2 

How effective do you think ring-fencing waivers have been to date in promoting the long-
term interests of consumers? What, if any, changes do you think should be made to ensure 
they remain fit for purpose into the future? 

 

Waivers provide the flexibility the framework needs, because rigid separation is not always proportionate or 

in the long-term interest of consumers. They have allowed DNSPs to run trials and support early CER 

integration that separation would have blocked, including Ausgrid's Community Power Network trial. 

Ausgrid considers that the main limitations of waivers are procedural. That is, applications can be slow, and 

their outcomes hard to predict, which may deter trials and makes partners less likely to commit. Uncertainty 

about the timing and outcomes from waiver applications also slows investment and increases delivery costs, 

particularly where new waivers are required for ongoing programs (e.g. community battery roll-outs). 

Below we set out suggested changes to improve the waiver process: 

1. Time-bind the process. Set up target decision timeframes and a clear up-front list of information 

requirements, to reduce the potential for applications to stall. Any 'stop the clock' provisions should be 

tightly limited (e.g. confined to formal information requests, with the pause and its reasons published) so 

target timeframes remain meaningful. 

2. Standardised waiver conditions. Introduce a set of standardised ‘bare-minimum’ waiver conditions for 

common, low risk waivers that are proportionate to the competition risk of the activity, while retaining the 

 

8 AER, ‘Ring-fencing Guideline Electricity Distribution Version 4’, cl 3.2.2. 

https://www.aer.gov.au/industry/networks/ring-fencing/ring-fencing-guideline-electricity-distribution-2025
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AER's discretion to impose additional conditions, where justified. This would reduce time in preparing 

applications and reduce uncertainty for circumstances deemed to be low risk. 

3. Improve transparency. The AER already publishes waiver decisions, but the depth of published 

reasoning varies. Reasoning, especially for not granting waivers, would be of value. 

4. Greater use of class waivers for low-risk services. Class waivers should be used as a preference for 

lower-risk categories of services, whereas individual applications should be reserved for novel or higher-

risk cases. 

Question 3.3 

Are there any other problems with the ring-fencing arrangements or ring-fencing waivers that 
you think we should consider in this Review? 

 

While preventing cross-subsidisation and discriminatory conduct remains important, many emerging 

challenges require attention e.g., relating to regulatory uncertainty with new delivery models and the ability to 

trial, scale and invest in solutions that do not fit neatly within traditional regulated and contestable 

boundaries. 

The Review should consider whether some of the existing controls, particularly how DNSP and affiliate entity 

staff interact with each other, are proportionate to the risks they are intended to address. In some 

circumstances, these controls can impose significant operational, governance and compliance costs without 

necessarily delivering a commensurate competition and consumer benefit. As markets and business 

structures have matured, there may be an opportunity to adopt a more risk-based and outcomes-focused 

approach that preserves appropriate safeguards while reducing unnecessary administrative burden and 

friction.  

For example, staff and office controls require significant effort to establish and maintain, including 
implementing physical separation arrangements, staff training and awareness initiatives, ongoing and annual 
assessments of seating and reporting lines, and periodic reporting of these arrangements via registers. In 
practice, organisational structures and physical arrangements often change infrequently, yet compliance 
obligations require ongoing review and documentation of routine interactions between DNSP and affiliate 
staff. In many cases, the real risk of anti-competitive conduct may be more effectively managed through 
organisational-driven codes of conduct, information controls, confidentiality obligations and transparency 
measures than through restrictions on day-to-day physical arrangements. 

 

Question 3.4 

Do you think that there would be any change in the number of applications for ring-fencing 
waivers if there was more clarity around what services are distribution services and what 
services are not distribution services? 

 

Yes. We consider that clearer and more pragmatic service classifications should reduce the volume of waiver 

applications. The use of waivers can reflect the uncertainty regarding which side of the regulated/contestable 

boundary an activity sits on. Resolving that boundary, as discussed in our response to Question 2.1, should 

support waivers to serve their purpose i.e. managing genuine, shorter-term, case-by-case questions about 

network participation on an ad hoc basis.  
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Question 4: Connection and facility access  

Position: Connection and facility access arrangements provide entry into contestable markets and 
deliver safe and reliable operation of the network. Ausgrid has demonstrated that third-party can 
effectively access our regulated network assets, including kerbside EV charger providers and 
telecommunications companies. 

 

Question 4.1 

Do you think the current connection and/or facility access arrangements are acting as a 
barrier to entry into contestable markets? If so, how? 

Ausgrid does not consider the existing facility access and connection arrangements to represent a material 

barrier to entry into contestable markets. We welcome further information on the specific barriers and 

concerns for our network, as our experience demonstrates that these existing frameworks enable third 

parties to access regulated network assets. 

Facilities access arrangements 

We host approximately half of all kerbside EV chargers in NSW on our electricity poles, alongside 

telecommunications and other third-party equipment. Under the AER’s shared access framework, this has 

enabled significant third-party investment while generating material revenues that are shared with customers 

through the AER's Shared Asset Guideline. 

Connection process 

The distribution connection process has a clear regulatory framework. Where connecting parties experience 

challenges, these are more commonly operational rather than regulatory. Engineering assessments, safety 

requirements and network capacity constraints are integral to the safe operation of the electricity network 

and should not be viewed as unnecessary barriers to entry. Similarly, application processing times, 

information availability and technical requirements can create friction, but these are matters of 

implementation rather than deficiencies in the regulatory framework itself.  

Question 4.2 

Do you think changes are needed to the regulatory framework for negotiating connections 
and/or facility access arrangements? If so, what changes are required? 

Ausgrid considers the existing facility access and connection frameworks are each fundamentally sound. 

Facilities access arrangements 

We do not consider there is a case for introducing a regulated facility access regime or fundamentally 

changing the existing shared asset arrangements. The available evidence suggests the current framework is 

facilitating third-party access and investment through negotiated agreements with Ausgrid. 

Negotiated connection arrangements 

We note that the AEMC has raised general stakeholder concerns regarding bespoke EV connection 

agreements. Ausgrid connects EVCI, in the vast majority of circumstances, as a standard connection using 

standard terms (we do not offer an EVCI-specific connection pathway). Our standard connection process 

has enabled proponents to install EV chargers across our network and sits outside the framework for 

negotiated connections. 
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Ausgrid provides negotiated connections to large customers seeking to connect at sub transmission. Ausgrid 

negotiates productively with customers, such as large loads, generators and BESS, to connect to our 

network. In our experience, the existing framework under the NER provides an appropriate process for 

customers to connect who wish to do so. We are not aware of evidence that would justify material reform to 

the existing process. 

Question 4.3 

Are there any other service regulation related issues with the connection and/or facility 
access arrangements that you think we should consider in the review? 

Ausgrid considers the scope of the review in this area to be appropriate. We note that connection and facility 

access arrangements should not be considered separately from the broader service classification framework. 

As discussed throughout our submission, service classification, connection arrangements, facilities access, 

cost allocation, shared assets and ring-fencing are closely interconnected. Decisions in one area inevitably 

affect the operation of the others. For example, the regulatory treatment of emerging connection services, 

including dynamic and flexible connections, depends first on how those services are classified. 
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Question 5: Cost allocation and shared asset 
arrangements 

Position: The current cost allocation and shared asset arrangements are operating effectively and 
do not require fundamental reform. Customers should fund only the share of costs of an asset 
associated with regulated network services. The allocation of costs for shared assets should not be 
revisited over time. Cost allocation and shared asset arrangements should not extend to negotiated 
services to avoid unnecessary complexity and inconsistent incentives.  

 

Question 5.1 

Do you think that changes should be made to the cost allocation and/or shared asset 
arrangements? If so, what changes are required? 

We consider that the current cost allocation and shared asset arrangements are operating effectively and do 

not require fundamental reform. Ausgrid's recent experience provides direct evidence of this. We lease 

access to our distribution assets for secondary purposes as unregulated services under the AER's Shared 

Asset Guideline and currently host approximately half of all kerbside EV chargers in NSW on this basis.  

Because the associated unregulated revenues exceed the threshold in the AER’s Shared Asset Guideline, 

customers receive a direct benefit. This amounts to approximately $15.7 million (FY24 real) in revenue that is 

being returned to customers over the 2024-29 regulatory period. This benefit would be eroded if facilities 

access fees were capped. This example highlights that the framework is delivering precisely the outcome it 

was designed to achieve by enabling the efficient secondary use of regulated assets while sharing the 

resulting benefits with customers.  

Question 5.2 

How do you think the costs and benefits associated with assets, such as community 
batteries, should be accounted for when making cost allocation decisions? 

In our view, the allocation principles for multi-purpose assets, such as community batteries, are already well 

established. Under the AER's class waiver for the Commonwealth's Community Batteries for Household 

Solar Program, only the share of costs attributable to regulated network benefits can be allocated to the 

RAB.9 

We consider this benefits based approach should be adopted as the general principle for multi-purpose 

assets. Customers should fund only the share of costs associated with regulated network services, while 

contestable activities remain funded through other revenue streams. This prevents cross-subsidisation and 

ensures customers pay only for the benefits they receive. The key principles underlying the existing 

framework, which should be retained, are: 

1. The allocation should be determined ex-ante, based on the forecast benefits expected over the life of 

the asset.  

2. The same benefits based approach should apply regardless of the funding source, whether the asset 

is grant-funded, customer-funded or commercially funded. 

 

9   AER, Guidance note: Distribution ring-fencing class waiver under the Australian Government's Community Batteries for Household 

Solar Program, February 2023, p.2. 

https://www.aer.gov.au/system/files/Guidance%20Note%20-%20Ring-fencing%20Class%20Waiver%20for%20Batteries%20Funded%20Under%20the%20Community%20Batteries%20for%20Household%20Solar%20Program%20-%20February%202023_0.pdf
https://www.aer.gov.au/system/files/Guidance%20Note%20-%20Ring-fencing%20Class%20Waiver%20for%20Batteries%20Funded%20Under%20the%20Community%20Batteries%20for%20Household%20Solar%20Program%20-%20February%202023_0.pdf
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Question 5.3 

Do you think that the allocation of costs for shared assets should be revisited over time? 
Please explain your answer. 

We do not consider that cost allocations for committed assets should be routinely revisited over time. The 

allocation should be determined ex-ante, based on the forecast benefits the asset is expected to deliver over 

its life, and then remain fixed. The AER's approach to community batteries provides an appropriate model. 

This approach is important for three reasons: 

1. Customers receive their share of the benefits over the life of the battery. Under the AER's class 

waiver for community batteries, forecast revenues from non-regulated services reduce the proportion 

of the asset allocated to the RAB. Revisiting the allocation later would effectively reopen a benefit 

that customers have already received through a lower initial RAB allocation. 

2. A stable allocation provides certainty for both customers and investors. If allocations could 

routinely be revisited after an investment has been made, DNSPs and third parties would face 

ongoing regulatory uncertainty. That uncertainty would ultimately be reflected in financing costs, 

commercial arrangements and investment decisions, reducing the value delivered to consumers. 

3. Fixing the allocation preserves efficient incentives. Where DNSPs outperform forecast non-

regulated revenues, they retain the benefit. Where revenues fall short, they bear the downside. 

Reopening allocations over time would weaken those incentives and reduce the value created by 

multi-purpose assets. 

That is not to say the framework itself should never evolve. The AER should continue to review and refine its 

allocation methodology as experience grows on a periodic basis. However, those refinements should apply 

prospectively to future investments for the next five-year period, rather than retrospectively to assets already 

committed. 

Question 5.4 

Do you think that the current approach to cost allocation and shared asset arrangements, if 
maintained, should extend to negotiated services? 

 

No. We do not consider there should be a hybrid approach. Once a service has been classified, the 

corresponding cost allocation framework should follow. 

Mixing the shared asset arrangements with negotiated distribution services would create unnecessary 

complexity and inconsistent incentives. If an activity is classified as an unregulated use of a shared asset, 

customers should receive the offsetting benefit through the AER's Shared Asset Guideline. If the activity is 

instead classified as a negotiated distribution service, it should be treated as such, without also applying the 

shared asset mechanism. This issue is properly addressed through the service classification framework by 

the AER having regard to the characteristics of the service and the long-term interests of consumers. We 

note that negotiated services may in future include services other than rental of shared network assets, in 

which case applying the shared asset guideline would be inappropriate. 
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Question 6-8: Nexa rule change request 

Question 6: Proposed issues 

Position: We do not support Nexa’s framing of issues because it treats a service classification question 
as a ring-fencing issue, assuming emerging services are contestable before the boundary. In Ausgrid's 
view, classification should be based on the characteristics of each service and the long-term interests of 
consumers, and Nexa's concerns are more appropriately addressed through the service classification 
framework than by amending ring-fencing arrangements. 

We share Nexa's recognition of the important role that competitive providers play. 

Service classification should be determined before ring-fencing 

Our point of departure is Nexa's starting premise. Its proposal assumes that emerging services are inherently 

contestable and that network participation should therefore be constrained. In doing so, it treats what is 

fundamentally a service classification question as a ring-fencing issue. The service classification question is 

which services should be provided in a competitive market, and which should be capable of regulated 

provision. Ring-fencing governs the boundary between regulated and contestable services; it does not 

determine where that boundary should be drawn. That is the question the Package 1 Review has been 

established to consider, rather than assume. 

The table below sets out this difference in starting point between Ausgrid and Nexa, together with two further 

points of divergence. These are the basis for classifying an activity as a distribution service, and the key 

question we suggest the AEMC should be asking in this Review. 

Table 4: Comparison of Ausgrid and Nexa’s approach to service classification 

 Nexa’s framing Ausgrid’s assessment 

Starting point Treats the service classification boundary 
as already settled, with emerging services 
placed on the contestable side of the line 
before the Package 1 Review has 
considered where the boundary should 
sit. 

The boundary should be drawn without a 
presumption in favour of either regulated 
networks or competitive providers and should 
be capable of evolving as the energy system 
changes. 

Basis for 
service 
classification 

The presence of a new technology or 
business model is taken, in and of itself, 
to mean the service is appropriately 
delivered through a competitive market. 

Classification should be guided by clear 
economic and regulatory principles, rather than 
the identity of the service provider or the 
delivery model adopted.  

It should turn on the characteristics of each 
service – network dependencies, coordination 
challenges, economies of scale or scope, 
positive externalities, or other features that may 
support regulated provision in the long-term 
interests of consumers (see response to 
Question 2). 

Question 6.1 

Do you agree with Nexa's framing of the issues raised it its rule change request? Why/why 
not? 
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 Nexa’s framing Ausgrid’s assessment 

Question 
posed 

How tightly should network participation 
be constrained within markets that are 
assumed to be contestable?  

Should the service be contestable at all? This is 
a service classification question (rather than a 
ring-fencing question) and the task of the 
framework being considered in this Review. 

Nexa’s concerns should be considered in this Review as part of the service classification framework, 

rather than ring-fencing arrangements. 

Accordingly, we do not support Nexa's framing of the issues. Our understanding is that the purpose of the 

Package 1 Review is not to begin from an assumption in favour of either regulated networks or competitive 

providers, but to determine where the boundary should be drawn in the long-term interests of consumers. 

That is the approach we have taken in responding to Question 2. It follows that the concerns underlying 

Nexa's rule change request are more appropriately addressed through the service classification framework 

being considered in this Review than through changes to the ring-fencing arrangements. 

Question 6.2 

Do you think that there are any deficiencies in any of the following areas of the distribution 
ring-fencing arrangements that need to be addressed? If so, what are the deficiencies and 
how material are they: 

a. ring-fencing waiver conditions 

b. affiliate dealings and data access 

c. branding and cross-promotion 

d. financial resilience ring-fencing 

e. reporting, complaints and enforcement transparency? 

We have observed areas where the current distribution ring-fencing arrangements could be improved. 

However, these are largely procedural and transparency issues rather than structural issues in the 

framework. In our view, the existing ring-fencing protections continue to strike an appropriate balance 

between protecting competition and allowing networks to pursue efficient customer outcomes. The focus 

should therefore be on improving the consistency, predictability and transparency of the existing 

arrangements, rather than narrowing the waiver gateway or elevating the Ring-fencing Guideline into the 

NER (see our response to Question 7.2). We address each area below. 

a. Ring-fencing waiver conditions  

The issue is not that waiver conditions are insufficiently robust. Rather, given conditions are effectively 

developed on a case-by-case basis for each application, the challenge for stakeholders is that depending on 

the complexity of an application: 

• outcomes are difficult to predict; and  

• assessment timeframes may be extended.  
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For example, CitiPower, Powercor and United Energy’s (CPU) kerbside EVCI trial waiver took 10 months to 

reach a decision,10 compared to less complex applications that may take around a month.11 As noted in our 

response to Question 3.2, we suggest that consistency and predictability may be enhanced by a set of 

standardised ‘bare-minimum’ conditions for common, low risk waivers, and target timeframes for AER 

decision-making. 

b. Affiliate dealings and data access 

The existing principles remain appropriate, and the requirements governing electricity information under the 

AER's Ring-fencing Guideline (Electricity Distribution, version 4) are already broad and robust. Ring-fenced 

information is defined widely, capturing electricity information acquired or generated by a DNSP in 

connection with the provision of direct control services that is not publicly available.12 A DNSP must keep 

that information confidential and use it only for the purpose for which it was acquired,13 may disclose it only 

in limited, defined circumstances,14 and, where information is shared with a related electricity service 

provider, must provide access to that information to other legal entities on an equal basis.15 These 

obligations cannot be waived.16 Compliance is also subject to annual reporting which, under the February 

2025 amendments to the Guideline, must be accompanied by a letter signed by a Director or the most senior 

executive.17 In our view, these arrangements are operating as intended, and we have not observed 

deficiencies that would warrant any change. 

c. Branding and cross-promotion 

We do not consider there are material deficiencies in this area. The current obligations are clear, and we are 

not aware of evidence of consumer harm or competitive distortion that would warrant reform. We recognise 

that stakeholders have questioned the appearance of network branding on equipment located alongside 

third-party kerbside EV chargers. In our view, this illustrates how the existing framework is intended to 

operate, rather than exposing a deficiency in it. 

Clause 4.2.3 of the Ring-fencing Guideline is directed at preventing a DNSP from using its regulated brand 

to confer a competitive advantage on an affiliated electricity service provider. It does not prevent a DNSP 

from putting branding on its own regulated network assets, which serves legitimate operational, safety and 

fault-reporting purposes. 

Importantly, we are not aware of evidence that network branding on adjacent metering or network equipment 

has influenced customers' choice of charging provider or deterred entry by competing charge point 

operators. Where questions of this nature do arise, the existing framework already provides an appropriate 

mechanism for resolving them. Compliance with clause 4.2.3 of the Ring-fencing Guideline is supported by 

the annual reporting obligations in clause 6.2, while complaints and potential breaches can be investigated 

under clause 6.4. The transparency improvements we support elsewhere in this submission would further 

strengthen confidence that these matters can be raised and resolved on their merits without changing the 

underlying obligations. 

 

 

10 AER, ‘CitiPower, Powercor, and United Energy - Ring-fencing waiver - Electric vehicle charging infrastructure’ (accessed 23 July 

2026).  
11 For example, AER, ‘Essential Energy - Ring-fencing waiver (streamlined process) - August 2022’ (accessed 23 July 2026); AER, 

‘Transgrid - Ring-fencing waiver (backup generation) - January 2024’ (accessed 23 July 2026).  
12 AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 1.4 (definitions of ‘ring-fenced information’ and 

‘electricity information’). 
13 AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 4.3.1. 
14  AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 4.3.2. 
15  AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 4.3.3. 
16  AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 4.3.5. 
17  AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 6.2.1–6.2.2. 

https://www.aer.gov.au/industry/networks/ring-fencing/citipower-powercor-and-united-energy-ring-fencing-waiver-electric-vehicle-charging-infrastructure
https://www.aer.gov.au/industry/networks/ring-fencing/essential-energy-ring-fencing-waiver-streamlined-process-august-2022
https://www.aer.gov.au/industry/networks/ring-fencing/transgrid-ring-fencing-waiver-backup-generation-january-2024
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
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d. Financial resilience ring-fencing 

The absence of prudential financial obligations from the Ring-fencing Guideline is not a deficiency. It reflects 

a deliberate distinction between competition regulation and prudential regulation within the NEM. 

Nexa's proposal imports financial resilience measures from the UK. Those measures are not part of the UK's 

ring-fencing rules in the Australian sense. They are licence conditions imposed directly on monopoly network 

businesses.18 

The UK precedent does not demonstrate a deficiency in the Australian framework. The financial resilience 

measures Nexa relies upon were introduced following the collapse of a number of retail suppliers. As Nexa 

itself acknowledges, none of the UK's ring-fenced distribution businesses failed during that period.19 The 

reforms strengthened an existing prudential licensing framework in response to failures in a different 

segment of the market, rather than addressing shortcomings in network ring-fencing. 

By contrast, the AER's Ring-fencing Guideline, made under clause 6.17.1 of the NER, has a different 

purpose. It exists to prevent cross-subsidisation and discrimination between regulated distribution services 

and contestable services.20 It is a competition instrument rather than a prudential one. Financial resilience is 

addressed elsewhere through the revenue determination framework. 

Nexa's proposal would effectively overlay a second prudential capital structure requirement by imposing 

minimum credit metrics and automatic distribution lockups (i.e. suspending dividends to shareholders). This 

moves away from the incentive framework towards mandates.  

To the extent the underlying concern is the leakage of regulated value to affiliates, the AER’s Ring-fencing 

Guideline already contains the instruments designed for that task. These are the legal separation and cost 

allocation obligations, which cannot be waived, and annual compliance reporting that captures transactions 

between a DNSP and its affiliated entities.21  

e. Reporting, complaints and enforcement transparency 

The AER’s Ring-fencing Guideline already establishes a comprehensive compliance architecture comprising 

three complementary elements. These are:  

1. Substantive obligations 

DNSPs must maintain internal compliance procedures and prepare an annual compliance report describing 

their compliance measures, any breaches, the services they provide, and their dealings with affiliated 

entities.  

2. Ongoing reporting and independent oversight 

Reporting to the AER must be independently assessed and, since Version 4 of the Ring-fencing Guideline, 

must also be accompanied by a declaration from a Director or the DNSP's most senior executive.22 DNSPs 

are also required to notify breaches within 15 business days and maintain public registers covering matters 

such as waivers, staff and office sharing, and information sharing.23 The AER publishes compliance reports, 

breach information and an annual compliance update, providing a significant level of transparency into the 

operation of the framework.24 

 

 

 

18   Ofgem, 'Standard conditions of the Electricity Distribution Licence' (consolidated 10 June 2025), conditions 29 (restriction of activity 

and financial ring-fencing), 30 (availability of resources), 31 (undertaking from ultimate controller), 40 (credit rating of the licensee) 

and 41 (restriction of indebtedness and transfers of funds). 
19  Nexa Advisory, 'Proposed rule change', March 2026, Rule 2, p.28. 
20   NER, cl 6.17.1; AER, Ring-fencing Guideline Electricity Distribution Version 4, cl 3 and 4.1. 

21   AER, Ring-fencing Guideline Electricity Distribution Version 4, cl 3.1, 3.2.2 and 6.2.1(b)(iv). 
22   AER, Ring-fencing Guideline Electricity Distribution Version 4, cl 6.1 and 6.2.1. 
23   AER, Ring-fencing Guideline Electricity Distribution Version 4, cl 6.3 and 4.2.4. 
24   AER, Annual compliance and enforcement report 2024-25, July 2025. 

https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20distribution%29%20version%204_0.pdf
https://www.aer.gov.au/system/files/2025-07/AER%20Compliance%20and%20Enforcement%20Annual%20Report%202024-2025.pdf


 

 

26 

 
 For Official use only 

3. Enforcement 

Ring-fencing is one of the AER's published compliance and enforcement priorities for 2025-26. The AER has 

stated that it will be “closely monitoring compliance with our ring-fencing guidelines to benefit consumers”25 

and will “investigate serious non-compliance where appropriate”.26 It has also demonstrated a willingness to 

use its enforcement powers, including accepting a court-enforceable undertaking from Evoenergy in relation 

to self-reported breaches of clause 3.1(b) of the Guideline.27 

Together, these arrangements demonstrate that the Guideline already contains a comprehensive 

compliance framework, comprising clear obligations, independent oversight and credible enforcement. 

Question 6.3 

Do any of the problems that Nexa has identified in relation to the distribution ring-fencing 
arrangements also apply to the transmission ring-fencing arrangements? 

Some of Nexa's specific concerns may have analogues in the transmission context, but in our view the more 

significant issue for policy reform is the current structural inconsistency between the two frameworks rather 

than a problem common to both. 

The current transmission and distribution Ring-fencing Guidelines already treat the two segments differently 

– and the differences run in the opposite direction to that implied by Nexa's rule change request. Distribution 

ring-fencing imposes materially heavier functional separation than transmission ring-fencing. DNSPs are 

subject to staff separation obligations that extend beyond marketing staff, restrictions on co-branding and 

cross-promotion, and requirements to maintain public staff and office registers and update them quarterly.28 

By contrast, under version 5 of the Ring-fencing Guideline (Electricity Transmission), staff separation is 

confined to marketing staff and there are no branding or cross-promotion restrictions.29 

The AER considered extending distribution-style functional separation to transmission networks as recently 

as February 2025 and declined to do so. The AER made this decision on the basis that TNSPs have a 

smaller and more specialised workforce that would be costly to duplicate, that greater staff separation could 

slow new connections, and that most connecting parties are sophisticated buyers unlikely to be confused by 

branding.30 More generally, the AER's stated approach was to change the Guideline only where there is a 

compelling case for doing so.31 

We agree with that reasoning, but we consider that it applies comparably to significant and growing parts of 

the distribution sector. For instance, the counterparties to many emerging distribution services, such as 

kerbside EV charging infrastructure and community batteries, are equally sophisticated (e.g. councils, charge 

point operators, retailers, developers and other institutional customers). Further, we consider the pace of 

new connections is just as critical in distribution as it is in transmission. 

In our view, the more useful question for the Review is therefore not whether the problems Nexa asserts in 

distribution also arise in transmission, but whether the materially heavier functional separation obligations 

imposed on distribution networks remain justified. Levelling the playing field between the distribution and 

transmission would mean testing the distribution obligations against the same evidentiary standard the AER 

applies in transmission, rather than extending further obligations for DNSPs. 

 

25  AER, Compliance and Enforcement Priorities for 2026-27, 1 July 2025. 
26  AER, Compliance and Enforcement Priorities for 2026-27, 1 July 2025. 
27  AER, AER accepts court enforceable undertaking from Evoenergy for ring-fencing breaches, news release, June 2024. 
28  AER, Ring-fencing Guideline Electricity Distribution Version 4, February 2025, cl 4.2 (physical separation, staff sharing, branding and 

cross-promotion, and office and staff registers). 
29  AER, Ring-fencing Guideline Electricity Transmission Version 5, February 2025, cl 4.3. The transmission guideline contains no 

equivalent to the branding, cross-promotion or office separation obligations in the distribution guideline. 
30  AER, Ring-fencing Guideline Electricity Transmission Version 5 – Explanatory Statement, February 2025, p 3 and pp 31–32. 
31  AER, Ring-fencing Guideline Electricity Transmission Version 5 – Explanatory Statement, February 2025, p 32. 

https://www.aer.gov.au/documents/aer-compliance-and-enforcement-priorities-2026-2027
https://www.aer.gov.au/documents/aer-compliance-and-enforcement-priorities-2026-2027
https://www.aer.gov.au/news/articles/news-releases/aer-accepts-court-enforceable-undertaking-evoenergy-ring-fencing-breaches
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Question 7: Proposed solutions  

Position: Nexa’s proposal is not the most efficient way to address the issues identified in the rule 
change request. The issues raised relate to classification of emerging services, which cannot be 
directly addressed by tighter ring-fencing arrangements.  

There are no fundamental problems with the ring-fencing framework that warrant a change to the 
NER. However, if some elevation into the NER were to proceed, these should be principle based, 
rather than contain operational details. 

Ring-fencing waivers should not be considered as a ‘last resort’ mechanism. They provide needed 
flexibility to account for circumstances where in strict compliance with a ring-fencing obligation does 
not promote the long-term interests of consumers. 

If the AEMC were to proceed with Nexa’s proposal, several implementation matters would need to 
be considered, for example any changes should come after changes to the service classification 
framework as part of this Review. 

 

 

Question 7.1 

Do you consider that Nexa's proposals would most efficiently address the issues identified 
in the rule change request? Why/why not? 

We do not consider that Nexa's proposals represent the most efficient way to address the issues identified in 

the rule change request. 

The reforms Nexa proposes respond to a different problem from the one that underlies its rule change 

request. As noted in our response to Question 6.1, concerns regarding the classification of emerging 

services cannot be addressed by tightening ring-fencing arrangements. Additionally, as discussed in our 

response to Question 3.2 and 6.3, any improvements to the ring-fencing framework should be procedural 

improvements that amend the Ring-fencing Guideline, without fundamentally changing the NER. 

Nexa's proposals would also reduce the flexibility of the framework at a time when adaptability is increasingly 

important. The energy transition is giving rise to new and evolving services, including community batteries, 

stand-alone power systems, EVCI and other distributed energy services, that are unlikely to fit neatly within 

rigid legislative boundaries. The Ring-fencing Guideline has been amended on multiple occasions since its 

introduction in 2016 to respond to changing market conditions. That ability to evolve is a strength of the 

current framework. By contrast, amendments to the NER are necessarily more prescriptive and typically take 

considerably longer to implement. 

More generally, we are not persuaded that the benefits of embedding additional ring-fencing obligations in 

the Rules outweigh the costs. The existing framework already provides a comprehensive compliance 

architecture, supported by reporting obligations, independent assurance, transparency measures and 

enforcement by the AER. Before introducing a more prescriptive framework, the AEMC should be satisfied 

that there is clear evidence of a systemic problem that cannot be addressed through more targeted changes. 

On the evidence available, we do not consider that threshold has been met. 

Question 7.2 

What are your views on Nexa's proposals to: 

a. change the ring-fencing governance arrangements by elevating core ring-fencing 
obligations and waiver conditions into the NER? 

b. amend the NER to only allow ring-fencing waivers as a last resort? 

c. address other potential deficiencies in the current ring-fencing arrangements? 
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We set out our views on each of Nexa's three proposals below. In summary, we do not support elevating 

core ring-fencing obligations or waiver conditions into the NER, nor confining ring-fencing waivers to a last 

resort. The improvements genuinely available to the framework are procedural in nature and can be 

delivered through targeted amendments to the AER's Ring-fencing Guideline, rather than through changes to 

the Rules. 

a. Change the ring-fencing governance arrangements by elevating core ring-fencing obligations 

and waiver conditions into the NER? 

We do not support elevating core ring-fencing obligations and waiver conditions into the NER. The current 

allocation of responsibilities reflects a deliberate and well-founded division of roles. The AEMC sets the 

enduring principles of the regulatory framework through the NER, while the AER, as the regulator closest to 

market developments, calibrates the detailed obligations through a Guideline that can be updated as market 

conditions change. Elevating those obligations into the NER would collapse that division and turn every 

future recalibration into a full rule change process. 

There is also no evidence that the AER's stewardship of the Guideline has failed. As set out in our response 

to Question 6.2(e), the framework is already supported by substantive compliance obligations, independent 

assurance, public reporting and active enforcement by the AER, including its recent acceptance of a court-

enforceable undertaking.32 That record indicates that the current governance arrangements are working, not 

that they require the rigidity of new NER requirements. 

b. Amend the NER to only allow ring-fencing waivers as a last resort? 

We do not support amending the NER to allow ring-fencing waivers only as a ‘last resort’. Waivers are an 

important feature of the current framework. They recognise that it is neither possible nor desirable to 

prescribe in advance every circumstance in which strict compliance with a ring-fencing obligation will 

promote the long-term interests of consumers. The AER introduced the waiver mechanism to deal with those 

situations, with every application subject to public consultation and an assessment against the Guideline. 

A ‘last resort’ test would introduce an additional and inherently subjective threshold. It would increase the 

evidentiary burden on applicants, raise assessment costs and extend decision-making timeframes, 

exacerbating the predictability and timeliness concerns identified in our response to Question 6.2(a). It would 

also create a bias towards refusing waivers, as decision-makers are likely to adopt a cautious approach 

when applying a new and uncertain standard. 

The practical consequence would be to discourage precisely the activities the framework should enable 

during the energy transition, including trials, partnerships and other net-beneficial services such as 

community batteries, even where the risk of harm to competition is low. In our view, that outcome would not 

be in the long-term interests of consumers. The AER itself has recognised a version of this risk in the 

transmission context: in finalising the 2025 transmission Ring-fencing Guideline, it declined to extend staff 

separation obligations in part because of concerns that doing so could slow new connections. The same 

principle should guide the AEMC's assessment of a ‘last resort’ test: ring-fencing settings should not become 

the binding constraint on the pace at which connections and new services are delivered during the energy 

transition. 

c. Address other potential deficiencies in the current ring-fencing arrangements? 

Please see our response to Question 3.2 

We also recognise that Nexa places significant weight on transparency across its proposed reforms. Greater 

transparency does not, however, require the creation of new reporting mechanisms. The AER already 

maintains a public register of ring-fencing waivers and publishes breach and compliance information. The 

 

32 AER, AER accepts court enforceable undertaking from Evoenergy for ring-fencing breaches, news release, June 2024. 

https://www.aer.gov.au/news/articles/news-releases/aer-accepts-court-enforceable-undertaking-evoenergy-ring-fencing-breaches
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opportunity is instead to improve the quality and consistency of the reasons accompanying waiver decisions, 

so that applicants and third parties can better anticipate how the AER's discretion will be exercised. 

Question 7.3 

If core ring-fencing obligations were to be elevated into the NER as proposed by Nexa, what 
ring-fencing obligations do you think should be specified in the NER and what should be left 
to the AER's ring-fencing guidelines? 

We consider it important that, for the reasons set out in our response to Question 7.2(a), ring-fencing 

obligations remain in the AER's Ring-fencing Guideline.  This would preserve what should endure (i.e. the 

purpose and architecture of the framework) without embedding operational detail that needs to evolve over 

time.  

By contrast, operational matters should remain within the AER’s Ring-fencing Guideline. This includes the 

detailed obligations on conduct (such as staff separation, branding and cross-promotion, and information 

access and disclosure), quantitative thresholds, waiver conditions, reporting requirements and public 

registers. Embedding them in the NER would require routine regulatory refinements to be made through the 

rule change process, introducing rigidity at a time when the regulatory framework needs to remain adaptable 

to the evolving energy transition. 

Question 7.4 

Are there any other implementation-related matters that we would need to consider if Nexa's 
proposed rule change were to be made (e.g. timeframes or grandfathering existing ring-
fencing waivers)? 

Ausgrid has broad concerns with Nexa's proposed reforms for the reasons set out elsewhere in this 

submission. However, if the AEMC were to proceed with the proposal, we propose the following 

implementation matters should be considered to avoid unnecessary disruption and preserve regulatory 

certainty:  

• Any changes should be sequenced after the service classification framework being considered 

through the AEMC’s Package 1 Review has been settled. As noted above, ring-fencing should follow 

service classification decisions. Embedding new ring-fencing obligations before the classification 

boundary has been determined would create a real risk of unnecessary rework and further regulatory 

change. 

• Existing waivers should be grandfathered for their full term. They underpin investments made in 

good faith, and retrospectively changing the rules would undermine regulatory certainty and 

discourage participation in future projects that deliver net benefits to consumers. 

• Waiver applications already on foot when any new arrangements commence should continue to be 

assessed under the framework that applied when they were lodged. 

• NSPs would also require an appropriate transition period to update compliance systems, reporting 

processes and staff training. The six-month period between commencement and compliance 

adopted for version 5 of the Electricity Transmission Ring-fencing Guideline provides a useful 

benchmark.33 

 

33   AER, Ring-fencing Guideline Electricity Transmission Version 5, February 2025, clauses 1.4 and 7.2 (version 5 commenced on 24 

February 2025; full compliance was required within six months, by 24 August 2025). 

https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20transmission%29%20-%20version%205%20-%20Feb%202025_1.pdf
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Question 7.5 

Do you think Nexa's proposed solution should only apply to the distribution ring-fencing 
arrangements, or should it also apply to the transmission arrangements? 

Consistent with our response to Question 6.3, we consider that distribution and transmission should be 

subject to a consistent regulatory approach unless there is evidence to justify different treatment. That is not 

to endorse extending Nexa's proposal to transmission. For the reasons set out in our responses to Questions 

7.1 and 7.2, we do not support the proposal for either segment. 

Question 7.6 

Are there alternative solutions that would more efficiently address the identified problem and 
that would be more consistent with the NEO that you think the AEMC should consider? If so, 
describe what those solutions are and how they would be more consistent with the NEO. 

See our response to Question 3.2. 

In our view, our proposals outlined in that response are more consistent with the NEO because they address 

the coordination issues identified in the current framework without compromising its flexibility. It preserves 

the ability of the framework to adapt as technologies and markets evolve, supports efficient network 

participation where it benefits consumers, and avoids imposing unnecessary regulatory costs and rigidity that 

would ultimately be borne by consumers. 

Question 8: Costs and benefits 

Position: The costs of Nexa's proposed solution include increased rigidity of the framework, 
increased evidentiary burden, costs and timeframes for waivers, increased risk of slowing the 
delivery of new connections and emerging services and increased financing costs ultimately borne 
by consumers. The benefits claimed by Nexa can be achieved at materially lower costs through 
other means. The costs outweigh the benefits proposed.   

 

Question 8.1 

What do you consider the costs and benefits of Nexa's proposed solution, including the 
risks and benefits of elevating ring-fencing obligations into the NER? 

 

In our view, the costs of Nexa's proposed solution would clearly outweigh its benefits, and the benefits it 

targets can be achieved at materially lower cost within the existing framework. 

The proposal would impose three principal costs: 

1. Elevating core obligations and waiver conditions into the NER would trade adaptability for rigidity. 

The Ring-fencing Guideline has been amended repeatedly as market conditions have evolved, 

whereas amendments to the NER require a full rule change process.34 Embedding today's settings 

in the Rules would reduce the framework's ability to respond to new and emerging services 

throughout the energy transition. 

 

34   AER, Ring-fencing Guideline Electricity Distribution, versions 1-4 (November 2016, October 2017, November 2021, February 2025); 

AER, Ring-fencing Guideline Electricity Transmission Version 5, February 2025, p ii (amendment record). 

https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20transmission%29%20-%20version%205%20-%20Feb%202025_1.pdf
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2. The ‘last resort’ waiver test would increase the evidentiary burden, assessment costs and decision-

making timeframes for every application. It would also discourage trials, partnerships and other net-

beneficial activities in circumstances where the risk of harm to competition is low. 

3. The proposal would risk slowing the delivery of new connections and emerging services. The AER 

has itself recognised the importance of avoiding unnecessary barriers to timely delivery, declining to 

extend staff separation requirements when finalising the 2025 Electricity Transmission Ring-fencing 

Guideline because of the potential impact on connection timeframes.35 Nexa's proposal would 

introduce similar risks into the distribution framework at a time when the pace of the energy transition 

is increasingly important. 

To the extent the proposal would also elevate financial resilience obligations into the NER, we refer to our 

response to Question 6.2(d).  

By contrast, the principal benefit claimed by Nexa – greater certainty and stability in the core obligations – 

can be achieved at materially lower cost through the procedural improvements, including standardised 

waiver conditions, time-bound decision-making and more consistent published reasons for waiver decisions, 

and greater consistency in the approach to ring-fencing frameworks for transmission and distribution. 

Ultimately, reforms of the scale proposed by Nexa require clear evidence of a systemic problem that cannot 

be addressed through more targeted means. For the reasons set out throughout this submission, we do not 

consider that evidence has been established.  

 

35   AER, Ring-fencing Guideline Electricity Transmission Version 5 – Explanatory Statement, February 2025, p 3 and pp 31–32. 

https://www.aer.gov.au/system/files/2025-02/Ring-fencing%20guideline%20%28electricity%20transmission%29%20%20-%20Explanatory%20Statement%20version%205_0.pdf
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Questions 9-11: ENA rule change request 

Question 9: Proposed issues 

Position: Ausgrid supports the ENA’s rule change request. 
 

Question 9.1 

Do you think that there is a 'chicken and egg' problem with EVs and kerbside EVCI? If so: 

a. how material do you think this problem is? 

b. do you think it is a permanent or temporary problem? 

c. do you think the problem is limited to: 

i. kerbside AC slow charging (<24kW), or does it apply more generally to other forms of 
EVCI, including DC fast charging (>24kW)? 

ii. particular locations (e.g. regional areas) or does it apply in all locations, including 
metropolitan areas? 

d. how do you think this problem could be best addressed and do you think this should be 
funded by electricity consumers or other mechanisms? 

 

Do you think that there is a 'chicken and egg' problem with EVs and kerbside EVCI? If so: 

a. how material do you think this problem is? 

Yes, there is a 'chicken and egg' problem with EVs and kerbside EVCI, as is often the case with market 

transformation and the early stages of a technology adoption curve.  

Capital investment is needed to set up and maintain charging stations but without a critical mass of EVs, 

business models for the competitive market are unsustainable and appetite to invest in infrastructure is 

limited. However, without more public chargers, consumers remain hesitant to switch to EVs, reinforcing a 

negative feedback loop. The result of this is that Australia is falling behind in providing EVCI – there are 

currently 2.5 public charge points for every 100 EVs in Australia, compared to a global average of 9.36 EV 

ownership rates in Australia lag behind much of the OECD. Australians who stand to benefit from owning an 

EV (one estimate has the savings of owning an EV over a car with an internal combustion engine at $1,440 

per year) instead miss out because they lack the opportunity to charge at home, and public charging remains 

insufficient to meet their needs.37  

In economic terms, this is a classic coordination problem. Private deployment of EVCI is made more 

challenging by the presence of positive externalities. Each additional charger increases the value of owning 

an EV and each additional EV improves the commercial viability of charging infrastructure. However, 

individual investors are unable to capture the full value of these broader benefits, nor any benefits from 

increased network utilisation. As a result, the private return on investment can be lower than the overall 

benefit delivered to the community, creating a risk that investment falls short of the level that would maximise 

overall consumer value. While Charge Point Operators (CPO) only benefit if an EV driver uses their 

particular charger, DNSPs benefit from any investments that increase the volume of EVs on the road, as 

wherever those EVs are charged, the electricity will be supplied through the distribution network, while all 

 

36 International Energy Agency, Global EV Outlook 2026. 
37 ENA, ‘Rule change request – Unlocking affordable EV charging for all Australians’, (2 April 2026), p1,2, citing Energy Consumers 

Australia, Stepping Up: A smoother pathway to decarbonising homes, Figure 6, 2023.  

https://www.iea.org/reports/global-ev-outlook-2026/electric-vehicle-charging-chap-6-and-10
https://www.aemc.gov.au/sites/default/files/2026-04/ena_unlocking_affordable_ev_charging_for_all_australians_april_2026.pdf
https://energyconsumersaustralia.com.au/sites/default/files/wp-documents/Stepping-Up-Report-Final.pdf
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electricity consumers benefit from the reduced unit cost of electricity that results from increased utilisation of 

networks under revenue caps.  

Left to itself, these dynamics can lead to a market that is stuck in a low level of EVCI deployment. There is 

strong evidence that this is occurring in Australia, where the ratio of EVs to public chargers has largely 

deteriorated over time.38 Commercial deployment relies on customers buying EVs first, meaning there is little 

incentive to deploy charging infrastructure ahead of demand. Taxpayer-funded grants have sought to solve 

this issue, but impacts have been modest by international standards as they are still largely reliant on 

underlying commerciality and have had limited impact on expanding access outside locations where EVs are 

most common. The NSW Government’s Electric Vehicle Kerbside Charging Program grants have expanded 

availability of kerbside EV charging in some areas,39 but have not brought about a commercial sector able to 

supply large volumes of kerbside charging without government support. Nor have they been able to solve the 

‘chicken and egg’ problem in significant parts of the state.  

In NSW, government support for kerbside charging deployment has been greater than in any other part of 

Australia. However, we have seen no evidence of a viable commercial market being built up. Every kerbside 

charger installed across our networks has been underwritten by either ARENA, the state government or a 

local council.  

Despite the NSW grants program, charging options are still limited for those who are unable to install their 

own private EV chargers due to a lack of off-street parking, rental agreements or strata restrictions, 

particularly in areas where overall EV uptake is low. These challenges were also highlighted in a recent 

Ausgrid community survey which found 72% of Metro Sydney residents, and 79% of apartment residents, 

are more likely to base their decision to adopt EVs on the availability of public charging.40  

 

 

Box 2: How would Ausgrid deploy kerbside EVCI under the proposal? 

Ausgrid’s objective is to accelerate the electrification of the NSW light vehicle fleet.  

When a NSW resident is facing their next vehicle purchase decision, we want them to have 
downward pressure on the cost to charge at the kerb and choice as to who they buy their electricity 
from. We want them to feel comfort and security that, should they choose an EV, widespread and 
reliable charging infrastructure is there to support them. 

There is strong evidence showing that the lack of reliable, consistent, and abundant charging 
infrastructure continues to be one of the key reasons vehicle buyers fall back to the safety and 
comfort of what they’ve always used: a petrol or diesel vehicle. We can do our part to change this, 
rapidly, efficiently, and under existing reliability frameworks – providing current and future EV 
drivers a consistent, fair (same price and choice as charging at home) and dependable EV 
charging experience. 

We will address a single market segment only: the overnight home charge. For a variety of 
reasons, many residents in our network area do not have the ability to park and charge their car at 
their home, making it challenging for them to transition to an EV. We will provide EV charging 
infrastructure that will extend an at-home like charging experience on the kerb to these people. 

We will do this by: 

 

38 International Energy Agency, Global EV Outlooks 2022-2026. 
39 https://www.energy.nsw.gov.au/business-and-industry/programs-grants-and-schemes/electric-vehicles/electric-vehicle-kerbside  
40 https://www.ausgrid.com.au/transforming-the-grid/innovating-for-the-future/electric-vehicles/kerbside-charging  

https://www.energy.nsw.gov.au/business-and-industry/programs-grants-and-schemes/electric-vehicles/electric-vehicle-kerbside
https://www.ausgrid.com.au/transforming-the-grid/innovating-for-the-future/electric-vehicles/kerbside-charging
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• Installing AC EV chargers on existing electricity poles on locations that are no more than a 

short stroll (<3 minutes) to homes i.e. ones without off street parking where they can charge 

onsite, and in consultation with local councils and community groups. 

• Target approximately 11,000 poles throughout Sydney, the Central Coast, Newcastle, and the 

Upper Hunter, focussing on areas where access to off-street charging is most constrained. 

• Making these kerbside chargers open for any EV charging service provider at the same price 

we charge for electricity used in homes with no additional fees and under the same reliability 

standards as the electricity grid. 

We will NOT: 

• Directly sell EV charging services to consumers – we will provide infrastructure only, as we do 

already with poles and wires. 

• Install chargers on anything but an existing electricity or streetlight pole nor install any rapid or 

fast chargers (unless directed to do so to close a regional blackspot). 

• Install chargers in locations that are likely to encroach or displace private CPOs; doing so at 

the expense of a charger in an underserved location is counter to achieving our objective of 

electrification. 

• Seek to modify existing parking arrangements (no creation of EV-only dedicated parking 

zones). 

We are uniquely positioned to deliver an infrastructure program of this shape: we have a skilled 
workforce and systems in place to rapidly mobilise, we have the capital structure and regulatory 
framework to be able to invest ahead of demand, and we are subject to existing regulatory 
oversight safeguards. Like electricity supply, reliable, abundant, and good value EV charging will 
become critical infrastructure for the nation’s transport needs.  

b. Do you think it is a permanent or temporary problem? 

Ausgrid has seen little evidence that the ‘chicken and egg’ problem with kerbside charging is likely to resolve 

itself without policy reform. Deployment of chargers at kerbside locations remains driven almost exclusively 

by government support. The recent increase in EV sales has not been matched by any commensurate 

increase in applications or enquiries for kerbside charging connections – the only applications we have 

received are those associated with the NSW Electric Vehicle Kerbside Charging Program.  

The Commonwealth Government is proposing, via its Accelerating EV Charging program, funding support for 

deployment of kerbside EV chargers. However, both the short time horizon and limited funding window of 

that program mean it will be unable to provide the full amount of EVCI needed to sustain consumer uptake of 

EVs in future years, necessitating a further, enduring alternative for provision of kerbside EVCI. Therefore, 

Ausgrid supports the ENA’s proposed rule change to address the ‘chicken and egg’ problem. 

Further, by stimulating increased EV adoption, the rule change should also stimulate non-DNSP investment 

in EVCI in previously marginal locations by increasing the serviceable market demand and thus improving 

returns on investment. In other words, more EVCI leads to more EV adoption, which generates more 

certainty in EVCI RoI in the contestable part of the market. 

c. Do you think the problem is limited to: i. kerbside AC slow charging (<24kW), or does it apply more 

generally to other forms of EVCI, including DC fast charging (>24kW)? ii. particular locations (e.g. 

regional areas) or does it apply in all locations, including metropolitan areas? 

The problem is most acute in the case of kerbside AC slow charging, where low margins pose a greater 

barrier to commercial viability. However, it is clear that in large parts of regional Australia and along major 

highway corridors, fast charging has also lagged behind expectations, as demonstrated by the variety of 

government programs at both state and Commonwealth levels to increase provision of fast charging.  
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This lack of commercial viability affects all parts of the Ausgrid service area, including metropolitan Sydney. 

Even in the parts of NSW best served by kerbside EV chargers, all the chargers that have been installed 

have been heavily subsidised by taxpayer funding, either via the NSW Government, ARENA or local 

councils. The only chargers we are aware of in Australia that have not been government funded are those 

being installed by CPU as part of its kerbside trial. 

By increasing customers’ confidence in the public charging network, we anticipate that the resultant 

increased market size would increase demand for DC fast charging as well as DNSP-provided kerbside 

chargers. 

d. How do you think this problem could be best addressed and do you think this should be funded by 

electricity consumers or other mechanisms? 

Ausgrid supports the ENA rule change proposal, but notes that it does not specifically direct whether or not 

funding to address the problem would be sought from all electricity consumers, or more narrowly from the 

users of EV chargers. By requiring that EV charging be classified as a distribution service but leaving to the 

discretion of a proponent DNSP and the AER the judgment of whether it be classified as a SCS or ACS, the 

rule change is neutral on the question of whether electricity consumer funding is appropriate. We note that 

under ACS, the pricing could not be equivalent to home charging, which would compromise the outcomes 

we envision above. Additionally, a SCS classification would be consistent with the rationale that it is 

appropriate for electricity consumers to pay for EVCI as they are all are expected to benefit from increased 

utilisation of the network, which leads to lower costs of electricity per unit under a revenue cap.  

See also our response to Question 10.2 below. 

Question 9.2 

Are there any other problems or barriers that you think third party providers might face in 
developing kerbside EVCI that could be addressed through the NER? 

One of the attractive features of the ENA rule change proposal is its recognition that not all beneficial reforms 

need to be addressed directly via the NER. In preserving key areas of AER discretion (service classification) 

and in creating the ‘deployment strategy’, it avoids the need for narrow rulemaking by the AEMC.  

The same principle applies for reforms that could assist third party providers in developing kerbside EVCI 

and public EVCI more broadly. Ausgrid considers there are a number of beneficial actions that could be 

taken (and Ausgrid is actively making improvements in many of these areas) but does not view the NER as 

the appropriate venue for addressing them. These include:  

Improving the connections experience for commercial EV chargers 

• Ensuring greater visibility and coordination across all stakeholders from the initial application stage. 

Planned Ausgrid process improvements could shorten the overall timeline by roughly 15–20%. 

• Implementing shared tracking of design, deed, and payment milestones to enable earlier issue 

detection and reduce rework cycles. 

• Clear accountability checkpoints between Accredited Service Providers (ASP), customer, and 

Ausgrid to prevent process stalls due to incorrect submissions or missed actions. 

Making hosting capacity more visible for third parties 

• In June 2024, we made low voltage network load and rating data available to authorised ASP Level 

3 designers, enabling them to view existing network capacity live and provide more accurate 

connections options to their connecting customers. 
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• In May 2025, NSW distribution networks, in partnership with the NSW Government, released the 

NSW network opportunities map, allowing third party charging providers to understand where in the 

network has spare capacity that can accommodate EV charging demand. 

• We are working on augmenting our existing DTAPR capacity maps down to the low voltage supply 

points in local streets, targeting release later in 2026-27. We expected this will support the objectives 

of the new distribution network data reporting framework that will commence on 1 September 2028, 

as outlined in the AEMC’s Enhancing distribution network planning & reporting final rule (ERC0410). 

• Additional work could be undertaken to pre-identify suitable poles for kerbside charging. However, 

DNSPs would require cost recovery options to undertake this assessment on a broad scale. The 

AEMC would need to consider the appropriate funding model for DNSPs to carry out analysis 

designed to deliver benefits which accrue to private CPOs rather than to end consumers.  

Trialling new flexible tariff designs to better respond to price signals from large loads 

• Ausgrid has had a trial flexible load tariff (EA964) in place since July 2023 which is designed for 

flexible loads such as EV chargers with an annual consumption of <160MWh/yr. Customers on 

EA964 may be able to realise savings in the network component of electricity bills for EV charging 

stations under the trial structure compared to our default tariff (EA256), if they respond to the sharper 

price signals during ‘critical peak events’ by shifting demand.   

• Ausgrid introduced a new flexible load trial tariff (EA905) in 2026–27 for larger LV sites that consume 

between 60 and 750 MWh per year. The expansion of the flexible load trial tariff to large LV business 

customers aims to test whether these higher-utilisation customers will shift load away from peak 

periods when provided with a sharper price signal. While trial tariff EA964 has resulted in significant 

demand reduction across small business sites during critical peak events, its 160 MWh ceiling 

prevented high-utilisation sites from continuing their participation as they scale. Extending the trial to 

larger users allows Ausgrid to evaluate the grid-benefit potential of larger business sites. 

Expand use of dynamic connections to accelerate connection of EVCI 

• Since July 2024, Ausgrid has included high-voltage dynamic connections as part of negotiated 

contracts. These allow proponents to reduce connection costs and timeframes by accepting variable 

capacity during periods of network constraint and are particularly well-suited to EV fast-charging 

providers. Ausgrid will continue offering dynamic connections to support proponents seeking faster, 

lower-cost access while maintaining network reliability. 

• Ausgrid is currently exploring tailored options to enable low-voltage solutions for EV fast-charging 

providers. 

 

Question 9.3 

Do you think that DNSPs could roll out kerbside EVCI at a lower cost and faster rate than 
other providers, if the proposed rule were made? If so, why do you think DNSPs have this 
advantage over other third party providers? 

Yes. DNSPs possess significant advantages that enable the cost-effective deployment of infrastructure 

including EVCI. We have the purchasing power to procure hardware in volume, benefitting from economies 

of scale. Our existing field force, distributed across the area we serve, enables us to carry out installations at 

scale and speed, without needing to train personnel to work on network equipment. We have well-

established safety systems and are used to building electrical equipment in the public domain. Based on 

costs observed in NSW government-funded programs, we believe that if able to deploy EVCI at scale, we 

could achieve 30-40% lower costs than has been typical under the NSW Government grants program and 

could install 40 chargers per week. 
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Unlike commercial EVCI providers, who typically lock their hardware to one charging provider, DNSP-

provided EVCI would be open access, allowing customers their choice of e-mobility service providers 

(eMSP) to purchase their charge from. The impacts of the open access model are set out in more detail in 

Question 10.1.   

 

Question 9.4 

How do you think the market for the provision of public EV charging services is likely to 
evolve over time? 

Should the AEMC make this proposed rule change, it would lead to a significant evolution in the provision of 

public kerbside EV charging services. The proposal would shift the focus of the contestable market from the 

building of kerbside hardware to focus on consumer-facing service provision, while allowing DNSPs to 

replicate their role in the broader electricity system by providing infrastructure assets for community use. This 

will yield a marketplace where EV drivers (and people who will become EV drivers in the future), rather than 

CPOs, are placed at the centre of market design and regulatory considerations. DNSPs would in effect be 

responsible for providing the minimum level of community infrastructure, and enabling the marketplace 

based on it via open access standards, while competitive market participants would retain their existing role 

in the delivery of premium fast-charging services. 

As described below in Question 10.1, the proposed solution will expand consumer choice, allowing 

consumers to choose from a multitude of EV charging service providers from each charging point. A much 

larger fleet of chargers increases the opportunity to develop benefits from orchestrating charging, both by 

discouraging charging at peaks of system demand, and by encouraging it at times when electricity is 

abundant. Emerging vehicle to grid (V2G) capabilities will further expand on the opportunities available from 

orchestrated EV resources, including making the opportunities of V2G available to those EV owners who 

don’t have the option to charge (and discharge) at home.  

Incentives to innovate remain, both with the customer-facing eMSP, and in the hardware market as 

significantly larger purchasing power is brought to bear. These drive down consumer costs, both in terms of 

the cost of an individual charging session, and in the aggregate cost of deploying a society-wide fleet of EV 

chargers.  

Without such reforms, we risk remaining in the environment where charging provision remains dependent on 

government funding, leads to fragmented provision across states and territories and varied customer 

experiences across different CPO networks. The divide between EV haves and have-nots risks being 

perpetuated and the benefits outlined in Question 11.1 remain unrealised.  
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Question 10: Proposed solution 

Position: Ausgrid supports the ENA's proposed solution as the most efficient way to resolve the 
chicken-and-egg problem in kerbside EVCI, with the residual barriers facing third-party providers 
best addressed outside the NER through the connections, hosting capacity, dynamic connection 
and tariff improvements Ausgrid is already progressing. 

Open access is central to the proposal and will increase, not reduce, competition in public 
charging, because DNSPs would provide hardware only and every charger could be opened to any 
eMSP, widening customer choice. 

The EVCI service should be a ‘distribution service’ and SCS classification would be aligned with 
the NEO. Ausgrid views the EVCI service as being provided "by means of, or in connection with" 
the distribution system. A SCS classification would enable EVCI deployment in areas with low 
current EV ownership thereby supporting broader uptake, as opposed to an ACS classification 
which may not achieve cost recovery given lower levels of utilisation (and which would necessitate 
higher than at-home pricing for public charging). 

A re-opener in the current regulatory control period should also be permitted to give effect to the 
rule change, as otherwise DNSPs may wait up to five years to deploy EVCI, unnecessarily delaying 
resolution of the chicken-and-egg problem, household cost savings and greenhouse gas 
reductions. 

 

Question 10.1 

Do you consider the ENA's proposal to amend the NER to enable DNSPs to install, own and 
maintain EVCI and to provide distribution EVCI services on an open access basis would 
most efficiently address the issue identified in the rule change request? If not, why? 

Yes. Ausgrid supports the ENA’s proposal to amend the NER to enable DNSPs to install, own and maintain 

EVCI and to provide distribution EVCI services and considers that it would most efficiently address the 

issues identified in the rule change request. 

Open access is a key feature of the DNSP-led EVCI proposal and is central to achieving multiple key 

benefits. 

1.  Open access means DNSP-led EVCI will increase, not reduce, competition in public charging: 

Kerbside chargers installed by commercial operators under government funding grants are typically 

locked to a single business which acts as both the CPO who owns and operates the charging hardware, 

and as the eMSP which transacts the purchase of energy. In order for commercial operators to recover 

the costs incurred in rolling out charging hardware, being able to control the retail of electricity is key to 

their business model. This is equivalent to roles of network and retailer elsewhere in the system, where 

the networks provide the infrastructure and retailers compete to deliver electricity supply through the 

network. 

Table 5: CPOs and eMPSs 

“CPOs and eMSPs” – what do we mean? 

An eMSP offers charging services to drivers, 
generally though B2C retail subscriptions. eMSPs 
provide access to network(s) of charging points, 
but do not themselves own or operate any 
charging points. An eMSP will often have 
agreements to access multiple CPO networks. 

A CPO operates a fleet of charging points. They 
are responsible for maintaining availability and 
collecting charge session data. There is always 
exactly one CPO per charge point – often, but not 
always, the owner. 
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“CPOs and eMSPs” – what do we mean? 

An eMSP: 

• performs branding and marketing 

• attracts and signs-up customers 

• manages customer accounts 

• provides an app for customers 

• bills customers 

• provides customer support 

A CPO:  

• operates a charge point management 
platform 

• engages a telco for data carriage 

• appoints a retailer for energy purchase 

• monitors faults on network 

• raises maintenance service order 

• gathers data and reports 

• enters network access agreements with 
eMSPs 

• authorises charging sessions with eMSPs 

• provides billing determinants to eMSPs 

Often a single company may be both CPO and eMSP in a vertically integrated model. Such 
companies often refer to themselves as CPOs, despite doing more than a “pure” CPO. 

Under the rule change proposal DNSPs would solely be responsible for deployment of hardware, and 

not able to be involved in retailing of electricity. Therefore, DNSPs would be able to open their hardware 

to any eMSP which signs up. This is currently being trialled by CPU.41  

However, there is further innovation beyond the model currently being trialled by CPU that could unlock 

even greater competition for both consumers and the retail energy market. Under the current model, all 

participating eMSPs must share a common retailer acting as the FRMP. While eMSPs can still 

differentiate through customer offerings such as loyalty programs or bundled services, they face the 

same underlying electricity supply costs. Ausgrid is proposing a model referred to as Dynamic FRMP 

that would allow each eMSP to nominate its own retail partner, with the FRMP changing dynamically 

between charging sessions. This would maximise competition at the kerb, giving consumers the 

freedom to choose the eMSP that offers the best value, convenience, or existing retail relationship at the 

time they charge.  

As ENA noted in their rule change request, to enable the full capabilities of dynamic FRMP “Some 

changes may be needed to the metering rules to facilitate open access to a DNSP’s Distribution EVCI, 

but these have not been included in the drafting at this stage.” We strongly encourage the AEMC to 

progress this stream of work alongside development of the rule change and engage AEMO to determine 

the extent and detail of changes necessary to enable dynamic FRMP capabilities. Ausgrid is happy to 

provide further information on dynamic FRMP to the Commission and AEMO and to support all 

endeavours to ensure that dynamic FRMP is supported in the NER and AEMO guidelines. To enable 

this model, we anticipate that an amendment to rule 7.6.2 may be required to permit the DNSP to 

appoint the metering coordinator for DNSP-owned EVCI sites. 

 

41 https://www.aer.gov.au/industry/networks/ring-fencing/citipower-powercor-and-united-energy-ring-fencing-waiver-electric-vehicle-

charging-infrastructure/decision  

https://www.aer.gov.au/industry/networks/ring-fencing/citipower-powercor-and-united-energy-ring-fencing-waiver-electric-vehicle-charging-infrastructure/decision
https://www.aer.gov.au/industry/networks/ring-fencing/citipower-powercor-and-united-energy-ring-fencing-waiver-electric-vehicle-charging-infrastructure/decision
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In future this may open up further possibilities, such as linking kerbside EV charging to home energy 

accounts (including potentially matching solar exports at home to charging in public); paying for EV 

charging with loyalty or frequent flyer points, or other innovative options that eMSPs could pursue. With 

barriers to entry reduced, as eMSPs no longer gain their main advantage from deploying and managing 

EV charging hardware, all sorts of existing or new businesses could become an eMSP and offer EV 

charging services. Crucially, all of these options can be accessed via the same, DNSP-provided 

charging hardware and create increased customer propositions, choice and competition. 

This is distinct from the current model where CPOs compete to receive government grant funding, but 

after securing a particular site, face minimal subsequent competitive pressure on the pricing of the EV 

charging service. 

2.  Open access can help eliminate the cost gap between charging at home and charging in public: 

At the moment a source of significant inequity exists where people with access to off-road parking can 

charge their car at approximately 24 cents/kWh (or effectively for free if they have a solar system or are 

on a Solar Sharer tariff and charge during daylight hours). Meanwhile at kerbside chargers in the Ausgrid 

network today, consumers can expect to pay 50 c/kWh, and for fast charging the price may increase to 

70 c/kWh.  

By maximising competition at the kerb, we expect dynamic FRMP-enabled open access to drive down 

and potentially eliminate the pricing difference that currently exists between at-home and public 

charging. 

3.  Open access improves customer service quality and removes the need for consumers to manage 

multiple apps: A common complaint about the current EV charging market is the need to download and 

use a different app for each different EV network. The open access model means that if a consumer has 

an eMSP app that they prefer, they can use it at any charger in the network. Crucially, different 

customers with different app preferences would all be served by the same charging hardware. 

 

Question 10.2 

Do you consider that the distribution EVCI service identified by ENA should be a 'distribution 
service' (i.e. a service provided by means of, or in connection with, a distribution system)? 
Why/why not? 

 

Yes. While Ausgrid supports ENA’s intention that discretion over the specific service classification of the 

EVCI service identified by ENA should be retained by the AER, we consider that the service should be 

classified as a distribution service, and further, a direct control service and a SCS. 

Classification as SCS is the most appropriate service classification to expand access to EV charging, thereby 

acting in the long term interest of electricity consumers. This classification allows DNSPs to install chargers 

in locations where EV ownership can be increased through provision of public chargers, enabling more 

consumers to access the benefits of EV ownership.  

If, however, the EVCI service was classified as ACS, the expansion of charging that could be achieved 

through a SCS classification may not eventuate. Therefore, in our view, an ACS classification is not in the 

long-term interest of consumers when a viable alternative (i.e. SCS) exists. This is because DNSP-provided 

EV chargers under an ACS classification would be reliant on higher levels of utilisation to recover costs, 

incentivising deployment in locations where utilisation would be high immediately i.e. in places where EV 

ownership is already high. This would not encourage the same level of EV uptake, and resulting savings, 

that a SCS classification could achieve.  

See also our response to Question 11.2. 
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Question 10.3 

Do you have any feedback on the proposed requirement for a DNSP to develop a deployment 
strategy? Would any additional regulatory oversight be required? 

Ausgrid considers the requirement to develop a deployment strategy strikes an appropriate balance between 

soliciting stakeholder feedback on deployment plans, while avoiding prescriptive requirements in either the 

NER or an associated guideline. It would allow for variation in approach between DNSPs that reflects local 

conditions and avoiding excessive reporting and compliance obligations for what will be, in the context of 

overall DNSP spending plans, a relatively small expenditure program. 

As part of Ausgrid’s deployment strategy, should the rule change proposal be made, Ausgrid would commit 

to measures that support EV uptake while preserving contestable market outcomes: 

• Focusing deployment in locations where there is little or no existing EV charging provision, but where 

there is expected to be current or future need. 

• Providing AC chargers, avoiding encroaching into premium fast-charging provision which can be 

supplied by commercial operators. We are providing a basic service standard, with others retaining 

the market for premium service. 

• Implementing ‘open access’ (see response to Question 10.1) to allow any eMSP to serve customers 

via DNSP-provided chargers, with the future prospect of an innovative model allowing each eMSP 

operating out of each charger to select its own retail partner/FRMP and for the FRMP to change 

along with the eMSP from one charging session to the next (subject to alignment with AEMO). 

Regulatory oversight is already baked into the process at two key stages. We expect the AER’s decision to 

classify as SCS or ACS to be strongly informed by the deployment strategy and this would provide oversight 

that DNSP deployment plans strike the appropriate balances between serving end-consumer needs and 

ensuring that any commercial EVCI providers are not unduly harmed. Secondly, the AER would determine 

what prudent and efficient costs from EVCI may be recovered from consumers, providing oversight in line 

with the existing revenue determination process. We consider these two stages of oversight to be adequate 

to ensure that both consumers’ and commercial CPOs’ interests are considered.  

Question 10.4 

If the ENA's proposed rule change was to be made, do you think any constraints or time-
limits should be imposed? 

No. Ausgrid does not support time-limiting the proposed rule. A short-term program-based approach is 

already under consideration via the Commonwealth’s Accelerating EV Charging program and associated 

rule change. The purpose of the ENA rule change is to create an enduring solution to the question of EVCI 

deployment. Further, if there are unanticipated and material changes to the market for EVCI and EV 

charging services in the far future, the rule change process remains adequate to address those should they 

arise.   

Question 10.5 

Do you agree with the proponent's proposal that DNSPs should be able to recover costs in 
the current regulatory control period through a reopener if they wish to provide EVCI in the 
current period? Why/why not? 

Yes. Ausgrid agrees with ENA’s proposal that DNSPs, if they wish to provide EVCI in their current period, 

should be able to apply to recover costs by reopening their distribution determinations. This would support 

DNSPs in deploying EVCI as rapidly as possible to maximise the consumer and environmental benefits that 

can be achieved through increased EVCI uptake. Without this critical provision, DNSPs may have to wait up 

to five years after a rule change is implemented to deploy chargers. This would unnecessarily delay: 
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• resolving the ‘chicken and egg’ problem, retaining a barrier to EV ownership for longer; 

• the significant cost savings to consumers from switching from an internal combustion engine to an 

electric vehicle (by one estimate, $1,440 per year);42 and 

• the social benefits from reduced greenhouse gas emissions.  

Question 10.6 

Economic regulation can, in some cases, be beneficial in establishing service standards and 
outcomes that deliver the services required by customers. Do you consider that would be a 
potential benefit of ENA's proposed solution in the case of kerbside EVCI? 

Yes. Moving EV charging within the regulated domain introduces a number of benefits for consumers. 

Networks are strongly incentivised under the Service Target Performance Incentive Scheme (STPIS) to 

maintain and improve reliability and services standards. DNSPs have field crews located across their service 

area able to respond to incidents and conduct maintenance works. EVCI could be folded into the existing 

framework that already governs the reliability of other parts of the network. There is an exceedingly low risk 

of EV chargers being abandoned, as there would be an obligation to maintain them as distribution assets. As 

discussed in Question 10.1, economic regulation of EVCI creates the opportunity for open access 

arrangements allowing customers access to chargers via a wider variety of apps.  

Question 10.7 

Are there alternative solutions that would more efficiently address the identified issues and 
be more consistent with the NEO that you think the AEMC should consider? If so, please 
describe the solutions and explain how they would be more consistent with the NEO. 

No, Ausgrid supports the ENA’s rule change proposal and considers it to be consistent with the NEO. 

Question 11: Costs and benefits 

Position: DNSPs can accelerate deployment at materially lower cost. Leveraging existing field crews, 
safety systems, procurement scale and capital structure, we estimate around 30–40% lower cost than 
government-funded programs and at a rate ~40 chargers/week. Other benefits include equity of 
access to EVCI and EV ownership, competition enablement, maintenance and service standards, 
reducing market fragmentation, improved network utilisation and greenhouse gas reductions 

 

Question 11.1 

What do you consider the direct and indirect costs and benefits over the short and longer 
term would be of the ENA's proposal to amend the NER to enable DNSPs to roll out EVCI and 
to provide EV charging service providers open access to EVCI services? 

Key benefits of the ENA’s proposal include: 

• Equity of access to EVCI and EV ownership: Energy Consumers Australia (ECA) considers EVs 
as “perhaps the greatest opportunity for consumers in the energy transition” to significantly reduce 
their energy costs, with EV-owning households expected to save $1,440 a year by 2030.43 However, 

 

42 ENA, ‘Rule change request – Unlocking affordable EV charging for all Australians’, (2 April 2026), p1,2, citing Energy Consumers 

Australia, Stepping Up: A smoother pathway to decarbonising homes, Figure 6, 2023. 
43HoustonKemp Economists, Creating Accessible and Affordable Public EV Charging Networks for Australia (July 2025); Energy 

Consumers Australia, Stepping Up: A Smoother Pathway to Decarbonising Homes (August 2023). 

https://www.aemc.gov.au/sites/default/files/2026-04/ena_unlocking_affordable_ev_charging_for_all_australians_april_2026.pdf
https://energyconsumersaustralia.com.au/sites/default/files/wp-documents/Stepping-Up-Report-Final.pdf
https://energyconsumersaustralia.com.au/sites/default/files/2025-07/website-doc-report-houstonkemp-creating-accessible-affordable-public-ev-charging-networks-australia.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/energyconsumersaustralia.com.au/sites/default/files/wp-documents/Stepping-Up-Report-Final.pdf
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to date, EVCI has been concentrated in commercially viable locations with higher EV ownership 
rates (i.e. wealthier suburbs). DNSP-led deployment of EVCI can expand access to EV ownership by 
encouraging deployment of EVCI in places without pre-existing levels of high EV ownership.  

• Competition at the kerb: While commercial chargers are typically locked to a single retailer and a 
single, or small number of, eMSPs, NSW DNSP-provided chargers will be open access and support 
market development. Any eligible business can become an eMSP via our kerbside chargers thereby 
increasing competition by giving end customers the choice of whom they wish to purchase their 
charge from. NSW DNSPs are also considering opportunities to expand the scope of competition 
even further, through a technology solution that takes advantage of the newly instituted Type 9 
metering to allow not just competition between eMSPs, but competition between multiple underlying 
electricity retailers to occur via each individual charging point. DNSP procurement of new technology 
also creates competition within the supply chain. Together, this competition will ensure end users 
have the choice of the lowest possible pricing when charging their vehicle and should help equalise 
the costs faced by those reliant on public charging with those who are able to charge their EV at 
home. 

• Reduced market fragmentation and improved customer experience: Unlike chargers provided 
by contestable operators under government grant programs, the open access nature of DNSP-
provided chargers means that a customer can go to any pole with any app and have confidence that 
it will work with a consistent price and consistent service. 

• Improved network utilisation: More EVs on the road will increase electricity consumption. 
However, to the extent that EV charging takes place outside of peak times, that increase in overall 
consumption need not be matched with an increase in peak consumption. As Energy Consumers 
Australia recently told the Commission in response to a different rule change process, “increased 
electric vehicle adoption reduces rates for all electricity consumers. In California, where EV adoption 
is significantly more advanced than in Australia, it has been overwhelmingly demonstrated that 
increased electricity sales from EV charging have helped spread fixed electricity system costs across 
a larger volume of electricity sales, reducing average electricity costs for all.”.44 Boosting Australia’s 
AC charging network, and reducing reliance on more demanding high-speed charging provision, 
should therefore help reduce electricity bills for all consumers, whether or not they are EV owners. 
The AER has been clear that DNSPs should seek to improve utilisation of existing assets before 
seeking funding for augmentation; by increasing the numbers of EVs on our network, this rule 
change would help to fulfil the AER’s request.45 

• Reduced greenhouse gas emissions: By encouraging switching from internal combustion to 
electric vehicles, increased provision of EVCI can make a material contribution to meeting Australia’s 
emissions objectives and fulfilling the NEO in relation to “the achievement of targets set by a 
participating jurisdiction for reducing Australia's greenhouse gas emissions; or that are likely to 
contribute to reducing Australia's greenhouse gas emissions.” We note that the Commonwealth 
Government Department of Climate Change, Energy, the Environment and Water (DCCEEW) set 
out a method for quantifying the potential emissions reduction benefit of EV charger deployment as 
part of its ‘Facilitating EV charging infrastructure rollout under Commonwealth grants’ rule change 
(ERC0436). 

The main direct cost, should DNSPs be permitted to deploy kerbside EV chargers, would be the cost of 

installing the chargers. Ausgrid has estimated that it would seek to have 11,000 chargers deployed by 2032. 

We estimate the total cost would be approximately $55-72 million, or just 0.3-0.35% of the Ausgrid RAB.  

Additionally, we anticipate ongoing maintenance requirements would add a small additional cost each year 

the chargers remain in operation.  

 

44 Energy Consumers Australia, Submission to Australian Energy Market Commission - Facilitating EV Charging Infrastructure Rollout 

Under Commonwealth Grants (June 2026)  
45 T-shirt worn by Savage, Clare at Energy Networks Australia Regulation Seminar (inter alia), Brisbane, 6 August 2025; 

https://www.aer.gov.au/news/articles/speeches/ena-regulation-seminar-2025-keynote-regulators-address. 

https://www.aemc.gov.au/sites/default/files/2026-07/energy_consumers_australia.pdf
https://www.aemc.gov.au/sites/default/files/2026-07/energy_consumers_australia.pdf
https://www.aer.gov.au/news/articles/speeches/ena-regulation-seminar-2025-keynote-regulators-address
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Question 11.2 

Do you think these costs and benefits would differ depending on whether the AER classifies 
the service as a standard control service or an alternative control service? Are there any 
other interdependencies (e.g. with government policies) that we should take into account? 

Ausgrid does consider that the benefits could differ depending on the AER’s decision to classify the EVCI 

service as SCS or ACS. The decision on service classification has significant consequences for key 

variables in the DNSP’s deployment strategy, particularly the choice of sites for EVCI and whether they 

primarily aim to:  

a) Meet needs of existing EV owners (which implies focusing deployment on locations with higher 

levels of current EV ownership, higher levels of asset utilisation, and ACS classification recovering 

costs solely from charging customers), or 

b) Aim to encourage EV uptake among consumers who presently do not own EVs (which implies 

focusing deployment on locations with lower levels of current EV ownership, lower levels of asset 

utilisation in the near term, and SCS classification recovering costs solely from all electricity 

customers) 

Ausgrid’s view is that the public policy and NEO objectives around increasing EV uptake to reduce consumer 

energy costs and improve environmental outcomes strongly favour SCS classification. ACS classification 

would potentially also lead DNSPs to focus on the locations which are most viable for potential commercial 

deployment. It may also be the case that different service classification designations are appropriate for 

different DNSPs, depending on local market conditions. Consequently, Ausgrid supports the proponent’s 

recommendation that service classification decisions should be delegated to the AER rather than enforcing 

SCS classification by rule.  

See also response to Question 10.2. 
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Question 12: Assessment criteria 

Position: We are largely comfortable with the proposed assessment criteria, however, suggest that 
promoting efficient outcomes for consumers is a better objective to pursuing competition.  

 

Question 12.1 

Do you agree with the proposed assessment criteria, which would be used for both the Nexa 
and ENA rule change requests and the Review? Are there any additional criteria that you 
think the Commission should consider, or are there criteria that you consider are not directly 
relevant to the issues likely to be considered in the rule change requests or the Review? 

Ausgrid is broadly comfortable with the proposed assessment criteria. However, we highlight how consumer 

outcomes may be considered more fully within the ‘principles of market efficiency’ criterion. In explaining this 

criterion, the AEMC states: 

We intend to consider the extent to which the proposed rule changes and reform options identified through the 

Review will … foster competition in contestable markets, including by ensuring appropriate ring-fencing 

arrangements are in place. 

As stated in our response to Question 2, while competition may promote efficient outcomes for consumers, 

competition should not prevail as a matter of principle. Our recommendation to the AEMC would be to 

consider the customer outcome sought and the delivery model, whether competition or regulated network 

provision or hybrid, that would maximise consumer value. Additionally, as stated in Question 2.2(c), 

regulated network delivery of infrastructure can enhance competition in customer-facing market segments 

via open access arrangements. Therefore, the AEMC should consider amending this criterion to include 

considering whether the rule changes “foster market efficient for consumers, either through encouraging 

competition (including ensuring appropriate ring-fencing arrangements are in place), introducing regulated 

delivery, or a combination of both”.  


