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Dear Ms Collyer

Endeavour Energy’s submission to the “Electricity Network Regulation Review (Package
1), Clarifying Distribution Ringfencing in Emerging Energy Markets, and Enabling
Distribution Network Service Provider Led Electric Vehicle Charging Infrastructure”
Consultation Paper

Endeavour Energy welcomes the opportunity to respond to the AEMC's
Consultation Paper (the Consultation Paper). Our submission
addresses:

e the Electricity Network Regulation Review (the Review);

¢ the rule change request by Energy Networks Australia (ENA) in relation to Enabling
distribution network service provider led electric vehicle charging infrastructure; and

¢ the rule change request by Nexa Advisory (Nexa) in relation to Clarifying distribution
ringfencing in emerging markets.

Endeavour Energy acknowledge that multiple long-term changes are underway in the energy
transition which warrant a review on how networks are regulated. The energy sector is evolving
as it decarbonises, decentralises and becomes increasingly dynamic. At the same time,
technology is rapidly evolving, and consumer needs and expectations are changing as
consumers become more active participants. In this context, the role of distribution network
service providers (DNSPs) needs to evolve and keep pace with changes in the market to deliver
outcomes to support the long-term interests of customers.

Overall, we are supportive of the intent of the Review. We agree with the AEMC'’s observation
that these sector-wide changes mean that the boundary between what is a regulated service
that networks should provide, and what are those services that could be provided by the
competitive market, is blurry, and that reform is needed to ensure that the regulatory framework
for electricity networks continues to be fit-for-purpose as the system evolves.

In providing our support, we submit a set of principles, detailed in Appendix A, that we

recommend the AEMC adopt as it considers the Review and the two associated rule change
requests. This is centred around express recognition of the core objective of delivering long-
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term customer outcomes, supported by 4 guiding principles. We believe that this approach will
promote customer value by putting customers at the heart of decision making.

In relation to the two rule change requests, we:

are supportive of ENA’s rule change request. We agree that there is a coordination
failure in the electric vehicle charging infrastructure (EVCI) market, and that a DNSP-led
rollout of EVCI that puts customers at the centre of design will deliver kerbside electric
vehicles (EV) charging in a timely, cost-efficient and equitable manner. This will
accelerate the transition to EVs and fully realise the broader benefits for current and
future EV drivers and all electricity customers. It will also maintain current competitive
market roles while increasing competition and innovation for the sale of energy to
customer by Charge Point Operators (CPOs), eMobility Service Providers (eMSPs) and
retailers; and

are not supportive of Nexa's rule change request. Competition is an important factor
in the regulation of monopolies, however, it should not be prioritised at the expense of
achieving long-term customer outcomes. Additionally, competition should not be pursued
in isolation of the overall energy ecosystem dynamic; in circumstances where evidence
demonstrates that the competitive market is slower or failing, this evidence should not be
ignored, particularly to achieve national energy objectives. In the context of a broader
suite of regulatory tools, ring-fencing should be considered as a final backstop
mechanism to guard against customer harm. We consider that it is more efficient and
effective to improve these other existing tools, including service classification, to deliver
outcomes that support the long-term interests of customers. At a time when the energy
transition is moving faster than the regulatory framework will allow, Nexa’s proposed rule
changes will do more harm than good by slowing this change pace, creating additional
administrative steps that may inhibit innovative service offerings that would otherwise
contribute to long-term customer outcomes.

Our position on these two rule change requests is detailed further in Appendix A.

We look forward to discussing our submission further with you and contributing to the Review
and rule change process. For any further enquiries, please contact Shirley Dang, Principal
Policy Advisor at

Yours sincerely

Francoise Merit
Chief Financial Officer
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Appendix A — Endeavour Energy’s Detailed Response

The Review and rule change requests should be guided by the core objective of
delivering improved customer outcomes

We believe that the Review and the two rule change requests should be centred around the
core objective of

“delivering improved customer outcomes”

Customer outcomes should be at the heart of all decision-making. This is consistent with the
National Electricity Objective (NEO) and should be prioritised to ensure that the regulatory
framework is focused on customer-outcomes.

Expressly articulating a core objective that is consistent with the National Electricity Objective
will enable stakeholders to more clearly prioritise the key outcome sought in providing
submissions and engaging on related matters, rather than having multiple (and potentially
competing) objectives

This core objective should be supported by five guiding principles, as follows:

e Adopt a customer-centric approach: Considering the needs and perspectives of
customers to ensure value-driven outcomes.

e Flexible and adaptive regulation: Decision making in a rapidly transitioning sector
requires regulators to embrace anticipatory regulation that evolves to balance innovation
with compliance, and foster growth and technological advancement.

o Fostering market efficiency: Achieving market efficiency as an objective, focusing on
optimising resource allocation and creating value rather than pursuing competition as an
end in and of itself.

e Building investability to foster confidence and support growth: Deliver regulatory
certainty, financial stability and predictability of returns to promote efficient and timely
investment in networks and contribute to achieving Australia’s net zero targets.

e Aligning with best-practice regulation: Embracing regulatory approaches that align
with the Commonwealth Government’s
(RPPPF).

Guiding Principle 1: Adopt a customer-centric approach

The regulatory framework should be considered from the perspective of electricity customers.
As electrification of the market continues, with customers adopting more consumer energy
resources (CER) and DNSPs moving away from being ““poles and wires” to taking on a
Distributed System Operator (DSO) role, there will necessarily be more complexity within a
dynamic, two-sided ecosystem. Customers seeking services from the distribution network will
interact with multiple specialised market participants, such as the network service provider,
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Accredited Service Providers (ASPs), energy retailers, third party intermediaries and more, to
manage their energy production, storage and consumption. This complexity has the potential to
create friction in customers’ electrification journey that may inhibit good customer outcomes.
Indeed, Energy Consumer Australia’s June 2026 Consumer Energy Report Card found that
most customers prefer a passive relationship with the electricity system, over an active
relationship, including having a good price, reliable electricity supply, and good customer
service from the supplier.

Consistent with Recommendation 3 of the , we believe that complexity
should be shifted away from consumers and onto providers and systems that are better
equipped to handled it. That is, the regulatory framework should make it easy for customers to
receive the service they are seeking in an efficient and effective manner. For example,
customers utilising kerbside EV chargers have to download multiple third-party applications
depending on the CPO, and these are likely separate from their electricity retailer for their
home. However, from the customer’s perspective, many would want a simpler service — e.g.,
access to electricity retail offers that meets their lifestyle needs whether it be electricity for
heating and cooling in their homes to access off-street EV charging. In contrast, a DNSP-led
EVCI rollout can place customers at the centre of design to bring forward a seamless customer
experience, while also not impacting commercial opportunities for CPOs and retailers through
the use of open standards for roaming.

Changes to the regulatory framework, and in particular service classification and ring-fencing,
should be considered from a customer-lens, including how services are defined and the role of
networks in the delivery of those services. These frameworks should be technology-agnostic
and outcomes-focused.

Guiding Principle 2: Flexible and adaptive regulation

The current regulatory framework needs to evolve to keep at pace with technology that can
deliver multiple value streams and major trends like electrification. In our view, the regulatory
framework needs to be adaptive, flexible and embrace an anticipatory model where regulation is
future-facing and proactively identifies emerging risks and opportunities. This approach will not
only enable the utilisation of emerging technology but keep pace to enable us to leverage
opportunities for innovation, address emerging risks and better manage uncertainty.

Some of the innovations and changes we anticipate in relation to the role of DNSPs to enable
the energy transition to occur in a timely manner include:

¢ DNSPs taking on a more active role in the orchestration and operation of CER to support
power system quality as a DSO. This will enable more generation and storage within the
distribution network, dynamic use of the network assets and increasing market
participation and value for CER. We are looking to enable competition amongst other
market players to utilise our digital infrastructure and ensure CER provides optimal value
to customers and the system.

o DNSPs partnering with third parties more regularly in integrating and operating
community batteries and microgrids, as well as systems that support Virtual Power
Plants and electrification. For example, we have partnered with AGL to explore non-
network alternatives through our policy-led sandbox application, “Flex Together”, a
customer-centred initiative to incentivise the deployment of CER coordinated and
orchestrated by a retailer to support the Endeavour Energy network and avoid network
augmentation costs.

1 Energy Consumer Australia, , June 2026
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To trial innovative technologies and services, it would be likely that DNSPs will rely more on
both regulatory sandbox waivers and ring-fencing waivers. In particular, ring-fencing waivers are
critical to trial emerging and potentially contestable services, especially those that operate at the
intersection of network and market functions, to identify innovative solutions that will address
emerging opportunities and risks in the long-term interests of customers. These tools should be
leveraged to enable timely, proportionate, efficient and regulatory responses that may support
further innovation in emerging opportunities and challenges in a timely fashion.

Equally, the broader suite of regulatory tools, including service classifications, cost allocation
and shared asset revenue sharing, should be flexible to adapt to emerging technologies, service
delivery models and operating approaches. For example, the electricity network regulatory
framework historically and currently favours capital expenditure (capex) and potentially
underinvest in innovative operational solutions. A total expenditure (totex) approach would
mean that networks are not constrained to individual funding categories but would enable
networks to consider how to holistically optimise expenditure, supporting networks to explore
innovative solutions and deliver better outcomes for consumers.

Guiding Principles 3: Promoting market efficiency

Market efficiency can be categorised under three areas — productive, allocative, and dynamic.
All three are vital to enabling the achievement the objectives of the NEO in respect to
“...efficient investment in, and efficient operation and use of, electricity services...”.

The exercise of service classification reflects these market principles and is oriented around
whether a service displays characteristics of a natural monopoly. Where a service does not
satisfy the natural monopoly test, it defaults to a contestable service —i.e., an unregulated
service. However, we believe that the innate tendency to default to classify a service as a
contestable service does not necessarily serve the long-term interests of customers. This is
because facilitating a competitive market is, but one means of achieving market efficiency; it is
not always appropriate, particularly where there are market imperfections and market failure.

For example, there is a coordination failure in the delivery of EVCI, compounded by 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. 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. Left to itself,
these dynamics can lead to an outcome where there are persistent low levels of EVCI
deployment.

While competition is important, it should not be prioritised at the expense of long-term customer
outcomes. In a context where technology is moving at a pace faster than regulation can
accommodate, customers are at risk of being trapped in a cycle of underdevelopment and
inefficient resource allocation, despite the potential for wider community and environmental
benefits to arise. In such circumstances, the regulatory framework and tools available should be
designed to prioritise the delivery of long-term customer outcomes.

Accordingly, we consider that the service classification framework should not have as a primary
driver the consideration of whether there is the potential for development of competition. Rather,
the provision of services by regulated networks should depend on whether there is evidence
that the competitive market is not delivering, or is unlikely to deliver, prudent and efficient
long-term customer outcomes, net of the potential costs to competition.

Equally important, the service classification should be technology agnostic. As technology

moves at pace and customer expectations evolve, the service classification should not focus on
the asset or technology, but the service provided to the customer.
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Guiding Principle 4: Building investability to foster confidence and support growth

The long-term nature of the industry and step change in investment to meet government targets
for net zero by 2050 necessitates a change in the regulatory environment to focus on long to
deliver customer outcomes. The regulatory framework needs to support the investability of the
electricity network sector to promote efficient, timely and sustainable investment in networks
over the long-term.

Regulatory certainty, financial stability and predictability of returns are important factors to lower
risk, support confidence and attract sufficient and sustainable funds to deliver timely and
efficient investments to the network. This includes ensuring that the Rate of Return Instrument
(RORI) is fit-for-purpose and the settings embedded in the instrument provides regulatory
certainty to attract efficient and sustainable finance at a scale and pace to support the energy
transition. The absence of these factors will undermine investability and may result in under-
investment and impact customer outcomes.

In this regard, we welcome the AEMC's recent rule determination on Enhancing Distribution
Network Planning and Report which clarifies that the AER must have regard to the Distribution
Network Development Plan (DNDP) when assessing DNSPs’ revenue proposals. We believe
this will provide the AER an opportunity to take a long-term view of DNSPs’ regulatory
proposals, including the long-term benefits, risks and trade-offs beyond the five-year regulatory
period. We believe that over time, as networks refine their DNDP and the AER is more informed
about networks’ long-term planning process, the regulatory framework would benefit from
clarifying how the AER must consider the DNDP in assessing a regulatory proposal to provide
greater certainty for DNSPs on their long-term planning and investment decision-making
processes.

Guiding Principle 5: Aligning with best-practice regulation

More broadly, the regulatory framework and tools should be effective and fit-for-purpose while
minimising the potential costs and regulatory burden for all market participants. In the Review
and rule changes, the AEMC should ensure that any changes should align with the
Commonwealth Government’s Regulatory Policy, Practice and Performance Framework
(RPPPF). Some of the six principles are referenced above, with amendment to reflect the
unique nature of the electricity distribution market and the NEO, which includes:

targeted and risk-based;

¢ integrated in existing systems;

e user-centred;

e evidence-based and data-driven;

o reflective of the digital era; and

e continuous improved and outcomes-focused.

At its core, the RPPPF provides principles to drive fit-for-purpose regulation and regulatory
systems that drive “...competition, productivity, and investment, and protects Australia and its
people from harm now and into the future, creating certainty, building trust and facilitating
growth”.2 As innovations are rolled out at scale, we expect that regulatory controls should be
fit-for-purpose, including promoting certainty for market participants to efficiently invest to deliver
positive customer outcomes.

However, there are inconsistencies in the regulatory framework that do not always provide
certainty. For instance, community batteries are a particular asset type where we consider that
there are opportunities for improvement in relation to the current regulatory approach.

2 Australian Government, Department of Finance, Regulatory Policy, Practice & Performance Framework, p 7.
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Ordinarily, DNSPs can share under-utilised assets with third parties (e.g., pole rental to
telecommunication providers). In circumstances where these assets are new, costs are
allocated between the regulated and unregulated uses; where these assets are existing, the
Shared Asset Guideline provides for a sharing of a portion of the unregulated revenue subject to
a materiality threshold.

However, a different approach has been adopted for batteries, such that DNSPs are restricted
from sharing this particular asset type in the ring-fencing guideline. This means a waiver,
subject to a 'streamline’ or ‘full’ review process depending on the circumstances, is required in
each instance that a DNSP owns a battery and wishes to share it with a third party. We
understand that the rationale for this approach in relation to this specific asset class was so that
the AER could address competition concerns and understand appropriate regulatory
mechanisms to allocate battery costs between regulated and unregulated users.

Our practical experience, however, is that the application of this approach to this asset class
creates investment uncertainty, delays or ability to work with third parties on community battery
projects and, in turn, hinders the benefits of community batteries from flowing to NSW electricity
customers. This approach also results in a somewhat adverse outcome such that the AER’s
service classification guidelines and decisions as part of regulatory determinations are
subordinate to the ring-fencing guidelines, not vice-vera, as would be the usual application of
these controls.

We support ENA’s rule change request

We agree with ENA that the EVCI market suffers from a ‘chicken and egg’ problem (i.e., a
coordination failure) which results in a sub-optimal outcome where resources are not efficiently
allocated. We believe that if the competitive market is left to its own, then it is unlikely to
overcome the coordination failure nor deliver on the long-term benefits of customers. In this
respect, we recognise that there are two potential avenues to address this issue — either
government-funded or DNSP-funded intervention. In general, intervention on a government or
DNSP approach should be determined on a case-by-case basis.

Nevertheless, we believe that that the service classification framework should be amended to
provide flexibility for NSPs to choose to provide regulated services in contestable markets (and
this should be technology agnostic) if it passes two tests - there are signs that the competitive
market is unlikely if left to its own devices, and there are net benefits of DNSPs delivering the
contestable services which supports the delivery of long-term customer outcomes.

We believe that ENA’s rule change request satisfies these two criteria through the following:

e The ratio of EVs to public chargers has largely deteriorated over time in Australia.®
Government 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 limited impact on expanding access outside locations where EVs are most
common.

e The rule change request provides benefits to customers by enabling networks to
leverage economies of scale to deliver the service at a lower cost and faster deployment.

Importantly, a DNSP-led EVCI model would promote competition for the supply of charging
services to EV users by providing EV charging service providers open access to the Distribution
EVCI. That is, this model will provide further retail competition in providing charging services on
DNSP-owned hardware, particularly with the use of open standards for roaming between CPOs.
This will simulate the development of the market rather than foreclose competition.

3 International Energy Agency, Global EV Outlook 2022-2026
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We are supportive of amendments to the service classification to allow DNSPs to deliver
contestable services in timely and temporary manner to address the market failure. In this
respect, we believe that it is timely to implement the rule change as soon as possible, and,
ideally, ahead of the conclusion of the Commonwealth’s Accelerating EV Charging Program to
accelerate the transport sector to electrify and meet governments’ environmental targets.

Additionally, we recognise that if the coordination failure in the EVCI market is addressed and
there is demonstrable evidence of a sustainable competitive market, then it may be reasonable
for DNSPs to no longer provide the contestable service. We believe that there is current scope
for the AER to assess and make an evidence-based decision on the extent of competition in the
market and re-classify the services at part of the regulatory reset process. We note that where
there is a risk of stranded assets, for example in the re-classification of services, then DNSPs
should be able to be the ‘provider of last resort'.

We do not support Nexa’s rule change request

While we agree in principle that competition is important for market efficiency, it should not be
prioritised ahead of delivering long-term customer outcomes. Pursuing competition for
competition’s sake may unintentionally hinder the delivery of long-term customer outcomes. In
this view, we do not support the rule changes proposed by Nexa.

At a time where technology is accelerating at pace and the market is evolving rapidly, Nexa's
proposed rule changes, such as elevating the core ring-fencing obligations and waiver
conditions into the NER and only allow waivers as a last resort, will do more harm. The
proposed amendments will disproportionately increase the administrative and regulatory burden
for DNSPs to pursue potential emerging innovations, thereby hindering the delivery of long-term
customer outcomes.

We note that under the current ring-fencing guidelines, the AER must consider whether the
benefit, or likely benefit, to electricity consumers of the DNSP’s compliance with an obligation
would be outweighed by the cost to the DNSP of compliance.* This cost-benefit assessment is
an important factor in the ring-fencing waiver application; however, quantification of economic
costs and benefits may not always be practical or possible, especially in the context of emerging
technology and services where there is limited information to support such analysis.

More broadly, we believe that ring-fencing should be the final backstop mechanism within a
broader suite of regulatory controls. We submit that prioritisation should be given to the broader
suite of regulatory frameworks and tools to address current and future regulatory gaps,
specifically the:

e service classification framework to enable DNSPs to deliver contestable services where
there are indicators of market imperfections and there are demonstratable long-term
benefits for customers;

¢ cost allocation and revenue sharing framework to protect customers and share the
benefits of efficient utilisation of assets; and

¢ sandboxing and/or incentive schemes to promote innovation.

4 AER, Ring-fencing Guideline Electricity Distribution, Version 4, February 2025, p 17.
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