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About this Tariff Structure
Statement



1.1 Introduction

Endeavour Energy is submitting this Tariff Structure Statement (TSS) to the Australian Energy
Regulator (AER) in accordance with the requirements of the National Electricity Rules (the Rules).

We have also submitted a Tariff Structure Explanatory Statement (TSES) that provides our reasons for
proposing the tariff structures in this document and explains how they are compliant with the Rules.
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1.2 Structure of this TSS

Endeavour Energy’s TSS is structured as follows:

Table 1 - Structure of this document

The structure and charging parameters for our tariffs
are set out in this section in addition to the policies and
procedures for assigning retail customers to tariffs

Structure and charging

€ parameters

Al Glossar This provides a definition for some key terms used
y throughout this TSS

This section sets out indicative prices for the regulatory
control period

A3 Indicative pricing schedule
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CHAPTER 2

Tariff classes and assignment
policies



This section sets out the tariff classes into which retail customers for direct control services will be
divided, and the policies and procedures we will apply for assigning retail customers to tariff classes.*
The policies and procedures for assigning retail customers to tariffs are set out in section 3.1.

2.1 Tariff classes

Our tariff classes for these customers are set on the basis of:?

o the nature of the customers’ connection to the network, i.e., whether they are high or low
voltage customers or whether they are metered or unmetered; and

° the nature and extent of customers’ usage, i.e., above or below a specified level of consumption
per annum.

A summary of our network tariff classes is set out in the table below:

Table 2 - Endeavour Energy network tariff classes

Customer type Tariff class Connection characteristics

LV Connection (230/400 V)
Total electricity consumption, per

Larger commercial and light Large Low Voltage

industrial financial year, is greater than
160MWh

Industrial Subtransmission Demand ST Connection (33, 66 or 132 kV)

Unmetered Unmetered Supply Unmetered

In addition to our standard control services, Endeavour Energy provides customer specific or customer
requested services, and so the full cost of the service is attributed to that particular customer. These
are referred to as alternative control services. One of the defining characteristics of these services is
that the AER determines the price for the service or the unit rates used in quoting for a service.

The AER has classified the following categories of direct control services as alternative control
services:

° ancillary network services;

° metering;

public lighting; and
° security lights (Nightwatch).

! Clause 6.18.1A(a)(1) and 6.18.1A(a)(2) of the Rules.
2 As required under the Rules, Clause 6.18.4(a)(1).



Endeavour Energy proposes that customers that use these categories of service form our alternative
control service tariff classes. A summary is set out in the table below:

Table 3 - Endeavour Energy alternative control tariff classes

Customer type Tariff class Service characteristics

Provision of Type 5 and Type 6
metering assets.
Low voltage customers Meter reading services for Type 5

consuming less than 160MW p.a. MIEE Y and 6 metering assets.
Retirement of Type 5 and 6

metering assets.

Provision of lighting

infrastructure.
—— Maintenance of lighting
g;rf/tig;nser represitee) e (el Security Lights (Nightwatch) infrastructure.
Supply of energy for lighting
service.
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2.2 Allocation of customers to tariff classes

The process under which new customers are assigned to network tariff classes and network tariffs
occurs following the receipt of a connection application by the customer or their retailer. Under our
process, a customer that lodges an application to modify or upgrade an existing network connection
from single to three-phase or upgrades their connection to a bi-directional flow is treated identically to
a new customer.

These procedures are set out below.

Assignment of existing customers to tariff classes at the commencement of the next regulatory
control period

1. Each customer who was a customer of Endeavour Energy immediately prior to 1 July 2019, and
who continues to be a customer of Endeavour Energy as at 1 July 2019, will be taken to be
“assigned” to the tariff class which Endeavour Energy was charging that customer immediately
prior to 1 July 2019.

Assignment of new customers to a tariff class during the next regulatory control period

2. If, after 1 July 2019, Endeavour Energy becomes aware that a person will become a customer
of Endeavour Energy, then Endeavour Energy will determine the tariff class to which the new
customer will be assigned.

3. In determining the tariff class to which a customer or potential customer will be assigned, or
reassigned, in accordance with paragraph 2 or 5, Endeavour Energy will take into account one
or more of the following factors:

a) the nature and extent of the customer’s usage;
b) the nature of the customer’s connection to the network; and

c) whether remotely-read interval metering or other similar metering technology has been
installed at the customer’s premises as a result of a regulatory obligation or requirement.

4, In addition to the requirements under paragraph 3, Endeavour Energy, when assigning or
reassigning a customer to a tariff class, will ensure the following:

a) that customers with similar connection and usage profiles are treated equally; and

b) that customers which have micro—generation facilities are not treated less favourably than
customers with similar load profiles without such facilities.

Reassignment of existing customers to another existing or a new tariff during the next
regulatory control period

5. If Endeavour Energy believes that an existing customer’s load characteristics or connection
characteristics (or both) are no longer appropriate for that customer to be assigned to the tariff
class to which the customer is currently assigned or a customer no longer has the same or
materially similar load or connection characteristics as other customers on the customer’s
existing tariff, then Endeavour Energy may reassign that customer to another tariff class.

Notification of proposed assignments and reassignments

6. Endeavour Energy will notify the customer’s retailer in writing of the tariff class to which the
customer has been assigned or reassigned, prior to the assignment or reassignment occurring.

7. A notice under paragraph 6 above must include advice informing the customer’s retailer that
they may request further information from Endeavour Energy and that the customer’s retailer
may object to the proposed reassignment. This notice must specifically include reference to
Endeavour Energy’s published procedures for customer complaints, appeals and resolution.
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10.

11.

If the objection is not resolved to the satisfaction of the customer's retailer under the Endeavour
Energy's internal review system or EWON, then the retail customer is entitled to seek a decision

of the AER via the dispute resolution process available under Part 10 of the NEL.

If, in response to a notice issued in accordance with paragraph 7 above, Endeavour Energy
receives a request for further information from a customer’s retailer, then it must provide such
information within a reasonable timeframe. If Endeavour Energy reasonably claims
confidentiality over any of the information requested by the customer’s retailer, then it is not
required to provide that information to the retailer or retail customer. If the customer’s retailer
disagrees with such confidentiality claims, it may have resort to the dispute resolution
procedures referred to in paragraph 7 above (as modified for a confidentiality dispute).

If, in response to a notice issued in accordance with paragraph 7 above, a customer’s retailer
makes an objection to Endeavour Energy about the proposed assignment or reassignment,
Endeavour Energy must reconsider the proposed assignment or reassignment. In doing so
Endeavour Energy must take into consideration the factors in paragraphs 3 and 4 above, and
notify the customer’s retailer in writing of its decision and the reasons for that decision.

If a customer’s retailer objection to a tariff class assignment or reassignment is upheld, in
accordance with Endeavour Energy’s published procedures for customer complaints, appeals
and resolution then any adjustment which needs to be made to tariffs will be done by
Endeavour Energy as part of the next annual review of prices.

System of assessment and review of the basis on which a customer is charged

12.
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Where the charging parameters for a particular tariff result in a basis of charge that varies
according to the customer’s usage or load profile, Endeavour Energy will set out in its pricing
proposal a method of how it will review and assess the basis on which a customer is charged.
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Structure and charging parameters



This section sets out the structure of our tariffs and how customers are assigned to them, in additional
to the charging parameters for each of our tariffs.

3.1 Tariff structures and assignment

A summary of the type of tariffs offered for customers in each of our tariff classes and a description of
the customers that are eligible for each is set out below.*

An indicative pricing schedule for each of our tariff classes, setting out the parameters of each of our
tariffs over the regulatory period is set out in Appendix 3.

3.1.1 Small low voltage tariff class

The tariff structures available for residential customers in the small low voltage tariff class are:
o a flat energy tariff with a fixed charge for residential consumers;

° a transitional demand tariff, which has a seasonal demand based charge, a flat energy
consumption charge and a fixed charge; and

° a demand tariff, which has a seasonal demand based charge, a flat energy consumption charge
and a fixed charge.

The tariff structures available for non-residential customers in the small low voltage tariff class are:
° an IBT with a fixed charge for small to medium commercial customers;

° a transitional demand tariff, which has a seasonal demand based charge, a flat energy
consumption charge and a fixed charge; and

° a demand tariff, which has a seasonal demand based charge, a flat energy consumption charge
and a fixed charge.

We will continue to offer our optional controlled load tariffs — these tariffs apply to any customer that
has a residential or general supply tariff — the electricity load is separately metered and controlled at a
connection point.

Our tariff assignment policy aims to place our customers on the most appropriate tariff. From
1 July 2019:

° new customers (all of whom will have interval meters under competitive metering) will be
assigned to the default transitional demand tariff, with the option to opt-out to the flat energy
tariff;

° existing customers that upgrade their network connection to 3-phase or bi-directional flow will
be assigned to the default transitional demand tariff, with the option to opt-out to the flat energy
tariff; and

° existing customers with interval meters will remain on their existing tariff (i.e., a flat tariff or IBT
as appropriate), with the option to opt-in to the transitional demand tariff or demand tariff.

3.1.2 Large low voltage tariff class

The tariff structures available within the large low voltage tariff class are:

° a demand tariff, which has a seasonal demand based charge, a flat energy consumption charge
and a fixed charge; and

° a transitional energy tariff with a flat energy consumption charge and a fixed charge.

The demand tariff is the default tariff for customers that consume more than 160MWh per annum.

3 During the TSS period, Endeavour Energy may need to introduce new tariff codes for billing purposes. Any new tariff codes introduced will comply with the tariff
structures outlined in this document for each tariff class and the price level for NUOS services will equate to the tariff type under which the new tariff code has been
created.
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The transitional large LV demand tariff is a mandated transitional tariff for customers whose annual
consumption requires a demand based tariff, but who cannot be directly transferred to the default
demand tariff due to a lack of metering capable of supporting this tariff or where the expected bill
impact of a direct transition to the demand tariff is deemed excessive. The transition tariff is not
available on customer or retailer request.

3.1.3 High voltage demand tariff class

The tariff structures available within the High Voltage (HV) Demand tariff class are:

o a HV demand tariff, which has a seasonal demand based charge, a flat energy consumption
charge and a fixed charge; and

° an individually calculated HV demand tariff with the same structure as the HV demand tariff.

Our HV demand tariff is the default tariff for customers where electricity is supplied at a voltage level
defined as high voltage.

Our individually calculated HV demand tariff is a customer specific tariff applied where the customer’s:

° electricity consumption has been equal to or greater than 100 GWh in total for the 36 months
preceding the application; or

° electricity consumption has been equal to or greater than 40 GWh per annum in each of the two
financial years preceding the application; or

° monthly peak demand has been equal to or greater than 10 MVA for 24 of the 36 months
preceding the application.

3.1.4 Subtransmission demand tariff class

We plan to offer two network tariff types within the subtransmission demand tariff class:

° a ST demand tariff, which has a seasonal demand based charge, a flat energy consumption
charge and a fixed charge; and

° an individually calculated ST demand tariff with the same structure as the HV demand tariff.

Our ST demand tariff is the default tariff for customers where electricity is supplied at a voltage level
defined as subtransmission voltage.

Our individually calculated ST demand tariff is a customer specific tariff applied where the customers:

° electricity consumption has been equal to or greater than 100 GWh in total for the 36 months
preceding the application; or

° electricity consumption has been equal to or greater than 40 GWh per annum in each of the two
financial years preceding the application; or

° monthly peak demand has been equal to or greater than 10 MVA for 24 of the 36 months
preceding the application.

3.1.5 Inter-distributor transfer demand tariff class
We plan to offer one network tariff type within the inter-distributor tariff class, being the inter-distributor

demand tariff. This tariff is a mandated, distributor specific demand tariff for electricity transferred
through the Endeavour Energy network on behalf of Ausgrid and Essential Energy.

3.1.6 Unmetered supply

We plan to offer one network tariff type within the Unmetered Supply tariff class, being an unmetered
energy tariff.

We plan to offer four unmetered energy tariffs for the specific purpose of:
0%, o
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° unmetered energy (the default tariff for customers in this tariff class);

° streetlighting connection points;
° traffic control signal lights connection points; and
° nightwatch connection points.

3.1.7 Alternative control services

Ancillary network services
Ancillary service prices are provided to customers as either of the following:

° Fee based services: the work involved in some ancillary service activities are relatively fixed
and are charged on a per activity basis. Fees are derived from the relevant labour rates and
average time required to perform the task and are charged irrespective of the actual time taken
to complete the activity; and

o Quoted services: costs for some ancillary service activities may vary considerably between
jobs. This is often the case for one-off activities that are specific to a particular customer’s
request. For quoted services, charges are levied on a time and materials basis. Prior to
commencing work, customers are informed of the per hour cost with the final total charge
payable dependent on the time taken to complete the respective activity.

For the 2019-24 period, we propose to provide most of the ancillary service activities that were
provided to customers in the current regulatory period. We have also proposed to provide several new
activities to reflect recent regulatory and service classification changes that require us to provide them
to our customers.

We propose the following forms of control for ancillary network services over the 2019-24 regulatory
period consistent with the AER’s F&A decision, i.e.:

° a schedule of fixed prices for ancillary network services for the first year of the regulatory period,
and
° a price path for the remaining years of the regulatory control period, based on the CPI-X

methodology contained in the submitted ancillary network services model.

Further detail on our ancillary network services proposal can be found in chapter 14.4 of our
Regulatory Proposal.

Our proposed charges for our ancillary network services for the 2019-24 period are set out in
Attachment 14.10 of our Regulatory Proposal.

Metering

Our proposed pricing approach is the same as that which applied for the 2014-19 period for the same
reasons. To summarise, we have split metering services between primary and secondary categories.
The latter are metering services that are in addition to the basic network service most customers
receive, such as off-peak hot water or solar PV meter services. These additional services result in only
marginally higher overall costs and therefore attract a lower incremental charge.

This means that a customer will pay a greater amount for their first metering service as this creates the
majority of costs we incur as their meter provider. This approach also ensures that customers who
have more metering services than a basic accumulation service will pay more to reflect the additional
services being provided. We consider this balances the need for cost reflectivity and fairness. Our
approach involves the following:

° Existing metering assets: we will seek to recover the existing capital costs for Type 5 and 6
meters during the course of the 2019-24 period. The collection of existing meter costs will be on
a per-customer basis to avoid penalising customers for past decisions; and

° Opex: ongoing costs such as maintenance, meter reading, meter testing and data services will
be recovered via a cents per day charge. The prices for ongoing opex have been developed on
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a per-service basis. This means that each unique data stream will attract a price. For example,
a basic metering charge and an off-peak metering charge equates to two data streams and two
services.

We propose the following forms of control for metering services over the 2019-24 regulatory period
consistent with the AER’s F&A decision, i.e.:

o a schedule of fixed prices for metering services for the first year of the regulatory period; and

° a price path for the remaining years of the regulatory control period, based on the CPI-X
methodology contained in the submitted metering services model.

Further detail on our metering proposal can be found in chapter 14.3 of our Regulatory Proposal.

Our proposed charges for our metering services for the 2019-24 period are set out in Attachment
14.06 of our Regulatory Proposal.

Public lighting

We propose to continue applying the current tariff structures and component based pricing over the
next regulatory period, based on supportive feedback provided by councils in our network area on the
current structures. The tariff classes are broken down into two key subgroups, tariffs for assets
installed before 8 August 2009 and those after this date:*

° Tariff class 1: is an aggregate capital recovery and maintenance tariff. This applies where the
asset was initially funded by us and was included as part of the RAB determined by IPART prior
to 8 August 2009. Capital cost recovery built into this tariff class will trend in line with the
residual RAB value reducing over time and historical price escalation constraints. Assets priced
under tariff class 1 may sometimes also be referred to as legacy assets. No new public lighting
installations are covered by this tariff class;

o Tariff class 2: is a maintenance cost recovery only tariff. This applies to assets where we did
not fund the initial construction which occurred prior to 8 August 2009. As we did not fund the
construction we are not entitled to any capital recovery charges for these assets. Similarly with
tariff class 1, assets priced under tariff class 2 may sometimes also be referred to as legacy
assets. No new public lighting installations are covered by this tariff class;

° Tariff class 3: is an aggregate capital recovery and maintenance tariff similar to tariff class 1,
however this tariff class is priced using an annuity approach and only applies to assets installed
after 8 August 2009. Unlike tariff class 1 there is no RAB value driving variable prices over time
and is specific to the asset installed;

° Tariff class 4: is a two part tariff; the first element is a maintenance cost recovery only charge
similar to tariff class 2. This applies to assets where we did not fund their initial construction
which occurred after 8 August 2009. As we did not fund the construction we are not entitled to
any capital recovery charges for these assets. However, we are required to pay income tax on
assets gifted to us in this manner. The second element of tariff class 4 is a tax cost recovery
charge that is paid through an annual amount over the life of an asset that is gifted to us by our
customers after 8 August 2009; and

° Tariff class 5: is a pure capital recovery tariff that is paid in a lump sum at the time of agreeing
to replace an asset before the end of its useful life. This tariff class does not have specified
prices but rather a specified formula for calculating the residual unrecovered capital and tax
costs when a customer requests an early replacement of assets paid for by us.

We propose the following forms of control for public lighting services over the 2019-24 regulatory
period consistent with the AER’s F&A decision, i.e.:

° a schedule of fixed prices for public lighting services for the first year of the regulatory period;
and
° a price path for the remaining years of the regulatory control period, based on the CPI-X

methodology contained in the submitted public lighting model.

* Even though the AER cut-off date for switchover of charges from legacy rates to annuity rates was 1 July 2009, on demand from its Public Lighting Customers and
ASPs, Endeavour Energy agreed to a date of 8 August 2009 to cater for completion of projects that were already under way and to give time for Public Lighting
Customers and ASPs to understand the new rates.
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Further detail on our public lighting proposal can be found in chapter 14.2 of our Regulatory Proposal.

Our proposed charges for our public lighting services for the 2019-24 period are set out in Attachment
14.09 of our Regulatory Proposal.

Security lights (Nightwatch)

For the purposes of transitioning this service to regulation by the AER we have proposed a forward
looking pricing methodology for security lights similar to that of public lighting tariff 3. Customers are
required to pay a one-off installation cost and a monthly rental charge. These charges will vary
depending on the type of lighting service requested and length of the contractual period. The ongoing
charge will cover the costs of operating, maintaining and replacing the assets as required.

We propose the following forms of control for ancillary network services over the 2019-24 regulatory
period consistent with the AER’s F&A decision, i.e.:

° a schedule of fixed prices for ancillary network services for the first year of the regulatory period,;
and
° a price path for the remaining years of the regulatory control period, based on the CPI-X

methodology contained in the submitted ancillary network services model.

Further detail on our security lights (Nightwatch) proposal can be found in chapter 14.4 of our
Regulatory Proposal.

Our proposed charges for our security lights (Nightwatch) services for the 2019-24 period are set out
in Attachment 14.10 of our Regulatory Proposal.
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3.2 Proposed charging parameters

3.2.1 Small low voltage tariff class

The charging parameters for the proposed tariffs for our low voltage customers in this tariff class are
set out in the table below.

Table 4 - Charging parameters for the small low voltage tariff class

Components Charging parameter®
Residential --_

Flat Tariff ) )
Energy c/kWh Charge applied to all energy consumption.

Energy c/kWh Charge applied to all energy consumption.

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

Low-season

Demand $/kW/month

Low-season includes the months April to October
inclusive.

Energy c/kWh Charge applied to all energy consumption.

Residential
Demand

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

Low-season

Demand $/kW/month

Low-season includes the months April to October
inclusive.

Charge applied to energy consumption up to and
including 120 MWh per annum.

Energy Block 1 c/kWh

° Endeavour Energy has displayed block tariff consumption thresholds on a MWh per annum basis. In practice, this annualised consumption threshold will be calculated
on a pro-rata basis corresponding to the billing period.

&° %" Endeavour
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Fixed c/day Access charge reflecting a fixed amount per day.

Charge applied to maximum energy demand

genelral ol e between 16:00 to 20:00 on business days.
upply } $/kW/month

Transitional ~ Demand High-season includes the months November to
Demand March inclusive.

Access charge reflecting a fixed amount per day.

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

High-season

Demand $/kW/month

High-season includes the months November to
March inclusive.

Fixed c/day Access charge reflecting a fixed amount per day.

Controlled
Load 1

Access charge reflecting a fixed amount per day.

@
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3.2.2 Large low voltage tariff class

The charging parameters for the proposed tariffs for our low voltage customers in this tariff class are
set out in the table below.

Table 5 - Charging parameters for the large low voltage tariff class

Energy c/kWh Charge applied to all energy consumption.

LV Demand

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

Low-season gy amonth
Low-season includes the months April to October
inclusive.

Energy c/kWh Charge applied to all energy consumption.

3.2.3 High voltage demand tariff class

The charging parameters for the proposed tariffs for our high voltage demand customers are set out in
the table below.

Table 6 - Charging parameters for the high voltage demand tariff class

Energy c/kWh Charge applied to all energy consumption.

HV Demand

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

Low-season

Demand $/kVA/month

Low-season includes the months April to October
inclusive.

&% Endeavour
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3.2.4 Subtransmission voltage demand tariff class

The charging parameters for the proposed tariffs for our subtransmission voltage are set out in the
table below.

Table 7 - Charging parameters for the subtransmission voltage demand tariff class

Energy c/kWh Charge applied to all energy consumption.

ST Demand

Charge applied to maximum energy demand

between 16:00 to 20:00 on business days.
Low-season

Demand $/kVA/month

Low-season includes the months April to October
inclusive.

3.2.5 Inter-distributor transfer tariff class

The charging parameters for the proposed tariffs for our inter-distributor transfer customers are set out
in the table below.

Table 8 - Charging parameters for the inter-distributer transfer tariff class

Energy c/kWh Charge applied to all energy consumption.

Individually
Calculated
Demand

Charge applied to maximum energy demand
between 16:00 to 20:00 on business days.

LOWSSason gy amonth
Low-season includes the months April to October
inclusive.
S..;...’..' Endeavour
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3.2.6 Unmetered supply tariff class

The charging parameters for the proposed tariffs for our unmetered supply customers are set out in
the table below.

Table 9 - Charging parameters for the unmetered supply tariff class

&% Endeavour
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CHAPTER 4

Approach to setting tariffs



This section details Endeavour Energy’s approach to setting tariffs for direct control services®. We
have set these tariffs by:

° setting the tariff at a level such that the revenue we expect to recover from customers lies
between:

e the stand alone cost of serving those customers who belong to that tariff class; and

e the avoidable cost of not serving those customers;

° setting each tariff so that it is based on the long run marginal cost (LRMC) of providing services
to those customers assigned to that tariff;

o setting our tariffs to reflect the efficient costs of providing the services; and

° taking account of, and limiting the customer impact of changes to tariffs.

For more information on our approach to setting tariffs, see the associated TSES.

4.1 Revenue is between stand-alone and avoidable cost
for each tariff class

Endeavour Energy sets its tariffs at a level such that, for each tariff class, the revenue we expect to
recover from customers lies between:

° the stand alone cost of serving those customers who belong to that tariff class (the upper
bound); and
° the avoidable cost of not serving those customers.

The stand-alone cost of serving a group of customers is the total cost required to serve those
customers alone, i.e., were we to build the network anew, removing all other customers from the
network.

The avoidable cost of serving a group of customers is the reduction in cost that could be achieved if
those customers were no longer served, i.e., the reduction in cost associated with a reduction in output
that was previously provided to that class of customer.

Endeavour Energy calculates stand-alone and avoidable costs by first classifying each of our network
cost categories on the basis of the following two dimensions:

° whether costs are direct or indirect; and

° whether costs are scalable or non-scalable.

Avoidable cost for each tariff class is calculated as the sum of all direct costs multiplied by some
weight,” which represents the proportion of direct costs that are attributable to that tariff class.
Stand-alone cost for each tariff class is calculated by taking the avoidable cost for that tariff class and
adding to it:

o all non-scalable indirect costs we incur in operating the network; and

° a proportion of our scalable, indirect costs that can be attributed to that tariff class.

See Appendix 5 of the explanatory statement that accompanies this TSS for more information on how
we have calculated stand-alone and avoidable costs.

® Clause 6.18.1A(a)(5) of the Rules.
" Endeavour Energy’s current weights are derived from the estimated value of the assets at each voltage level.
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4.2 Estimating long-run marginal cost

We set our tariffs based on the long run marginal cost (LRMC) of providing services to those
customers assigned to that tariff. The LRMC of supplying each tariff class is estimated using an
average incremental cost approach, i.e., by taking the average change in projected operating and
capital expenditure attributable to future increases in demand. This averages the total cost of
supplying new growth in demand over that growth in demand.

In practice, under this approach LRMC is estimated by:

° projecting future operating and capital costs attributable to expected increases in demand;

o forecasting future load growth for the relevant network asset (or assets); and

° dividing the present value of projected costs by the present value of expected increases in
demand.

The average incremental cost approach yields an LRMC estimate for each network service expressed
in dollars per kW per annum. However, many customers are not, and indeed cannot, be charged on
the basis of their contribution to the network’s maximum demand. It is therefore necessary to express
these ‘dollars per kW per annum’ LRMC estimates (hereafter termed ‘base LRMC estimates’) in terms
of the charging parameters that constitute each tariff.

4.2.1 Translation of LRMC into charging parameters for non-TOU tariffs
Translation of LRMC into charging parameters for non-TOU tariffs involves two steps, ie:
1. Converting the base LRMC estimate using the power factor for a given customer class.

2. Converting the resulting estimate to dollars per kWh by dividing by the number of hours in the
year that the variable tariff component can be charged, i.e.:

LRMC ($ per kW per year)

LRMC estimate ($ per kWh) = Hours per year

4.2.2 Translation of LRMC into charging parameters for time of use demand
tariffs

The efficient high season charging parameter can be estimated as follows:

n—1 LRMC
)

48 7

LRMC estimate ($ per kVA or KW per month ) = (1 —
>+ TTHsPP

The efficient low season charging parameter can be estimated as follows:

LRMC esti $ per kVA or kW h)=11 nol S
estimate ($ per or kKW per mont )—( T 48 )X(5stpp+12)

Where:

e LRMC = Long Run Marginal Cost of the service ($/kW/year or $/kVAlyear)
e n =The number of half-hour periods in the demand charging window

e HSPP = The high season price premium relative to the low season price (%)

See Appendix 6 of the explanatory statement that accompanies this TSS for more information on how
we have calculated LRMC.
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4.3 Tariffs reflect the efficient costs of providing the
services

Endeavour Energy’s approach to setting demand charging parameter of tariffs is to set prices that are
cost reflective, i.e.:

° prices should be lower when there is more excess capacity, because increased demand will not
lead to additional investment, i.e., the cost of additional demand is low; and

° prices should be higher when increased demand for electricity may require additional
investment, i.e., the cost of greater demand is high.

By setting our demand charging window to reflect those times of the day that additional demand may
require network augmentation, Endeavour Energy is more accurately signalling to consumers those
times where the cost of greater demand is high.

See section 7.2 of the explanatory statement that accompanies this TSS for more information on how

we have determined the charging windows in a manner that reflects the efficient costs of providing the
service.
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4.4 Tariffs mitigate impact on customers

Endeavour Energy’s approach is to ensure that any changes to tariffs are made gradually, to limit the
impact on customers each year.

The transition from energy to demand based tariffs for our residential and small business affect some
customers network bills. To mitigate the impact on customers Endeavour Energy proposes:

° a ten year transition period for the demand tariff parameter of the transitional demand tariff; and

° to provide customers on the transitional demand tariff with an opt-out option should they wish to
return to the energy based tariff

The expected network bill impacts of our proposed tariffs are Appendix 10 of the TSES.
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Glossary



AEMC Australian Energy Market Commission

AlIC Average incremental cost

DBT Declining block tariff

EWON Energy and Water Ombudsman NSW

HV High voltage

kV Kilovolt

kW Kilowatt

LRMC Long run marginal cost

NEM National Electricity Market

NUOS Network Use of System

MW Megawatt

PTR Peak time rebate

ST Subtransmission voltage

TSES Tariff structure explanatory statement
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Compliance checklist



This section sets out the TSS Rule requirements and the section in which those requirements have
been met within this the Tariff Structure Explanatory Statement accompanying this TSS.

Rule Amending | Requirement Relevant
Provision Clause section

6.8.2(b) 11.73.2(a) A regulatory proposal and a proposed tariff structure Noted
statement must be submitted: by 27 November 2015

6.8.2(cla) 11.73.2(a)  The proposed tariff structure statement must be Overview
accompanied by an overview paper which includes a Paper
description of how the Distribution Network Service
Provider has engaged with retail customers and retailers in
developing the proposed tariff structure statement and has
sought to address any relevant concerns identified as a
result of that engagement

6.8.2(d2) The tariff structure statement must comply with the pricing Chapter 7
principles for direct control services.

$"**%" Endeavour
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Rule Amending | Requirement Relevant

Provision Clause section

6.8.2(f) If, at the commencement of this Chapter, different parts of  Not applicable
the same distribution system were separately regulated,
then, unless the AER otherwise determines, a separate
tariff structure statement are to be submitted for each part
as if it were a separate distribution system.

6 18.1A(a)( The tariff structure statement must include the policies and Appendix 2
procedures the Distribution Network Service Provider will  Chapter 6
apply for assigning retail customers to tariffs or reassigning
retail customers from one tariff to another (including any
applicable restrictions).

6.18.1A(a)( The tariff structure statement must include the charging Appendix 3
4 parameters for each proposed tariff.

6.18.1A(b) The tariff structure statement must comply with the pricing Chapter 7
principles for direct control services.

&% Endeavour
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Rule Amending | Requirement Relevant
Provision Clause section

6.18.3(c) Separate tariff classes must be constituted for retail Section 6.1.1
customers to whom standard control services are supplied and 6.1.2
and retail customers to whom alternative control services
are supplied (but a customer for both standard control
services and alternative control services may be a member

of 2 or more tariff classes).

6.18.4(a)(1) retail customers should be assigned to tariff classes on the Section 6.1.1
basis of one or more of the following factors: and 6.1.2
the nature and extent of their usage;
the nature of their connection to the network;
whether remotely-read interval metering or other similar
metering technology has been installed at the retall
customer's premises as a result of a regulatory obligation
or requirement;

6.18.4(a)(3) however, retail customers with micro-generation facilities Section 6.1.1
should be treated no less favourably than retail customers
without such facilities but with a similar load profile;

@
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Rule Amending | Requirement Relevant
Provision Clause section

6.18.4(b) If the charging parameters for a particular tariff resultina  Appendix 2
basis of charge that varies according to the usage or load
profile of the customer, a distribution determination must
contain provisions for an effective system of assessment
and review of the basis on which a customer is charged.

6.18.5(c) A Distribution Network Service Provider's tariffs may vary Chapter 7 and
from tariffs which would result from complying with the pricing Appendix 9
principles set out in paragraphs (e) to (g) only:

to the extent permitted under paragraph (h); and

to the extent necessary to give effect to the pricing principles

set out in paragraphs (i) to (j).

w
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Rule Amending | Requirement Relevant
Provision Clause section

6.18.5(f) Each tariff must be based on the long run marginal cost of Section 7.4 and
providing the service to which it relates to the retail customers Appendix 6
assigned to that tariff with the method of calculating such cost
and the manner in which that method is applied to be
determined having regard to:
1. the costs and benefits associated with calculating,
implementing and applying that method as proposed;
2. the additional costs likely to be associated with
meeting demand from retail customers that are
assigned to that tariff at times of greatest utilisation of
the relevant part of the distribution network; and
3. the location of retail customers that are assigned to
that tariff and the extent to which costs vary between
different locations in the distribution network.
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Rule Amending | Requirement Relevant

Provision Clause section
6.18.5(h) A Distribution Network Service Provider must consider the Section 7.6 and
impact on retail customers of changes in tariffs from the Appendix 10

previous regulatory year and may vary tariffs from those that
comply with paragraphs (e) to (g) to the extent the
Distribution Network Service Provider considers reasonably
necessary having regard to:

1. the desirability for tariffs to comply with the pricing
principles referred to in paragraphs (f) and (g), albeit
after a reasonable period of transition (which may
extend over more than one regulatory control period);

2. the extent to which retail customers can choose the
tariff to which they are assigned; and

3. the extent to which retail customers are able to
mitigate the impact of changes in tariffs through their
usage decisions.

6.18.5()) A tariff must comply with the Rules and all applicable Noted
regulatory instruments.
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36 %°<.s Energy



Indicative pricing schedule



The tables below set out the indicative prices for our standard control services for the regulatory
period.

Indicative prices for alternative control services are provided as attachments to our Regulatory
Proposal:

° Metering - Attachment 14.06
° Public Lighting — Attachment 14.09
° Ancillary Network Services and Security Lights (Nightwatch) — Attachment 14.10
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Table 10 - 2019/2020 Indicative network pricing

Fixed Energy consumption Demand
Tariff type ($/day) (c/kWh) ($/kVA or kW/mth)

High Season

Residential Energy 0.3681 9.0176

et Tesionoemans | oaow s e oww
Residential Demand 0.4047 3.9035 10.5058 8.7548

CowwswysoxEew | oses  ews | ww
General Supply Transitional Demand 0.5795 8.0221 1.0000 0.8333

Cowaswyomend oses sew osm o
Controlled Load 1 0.0282 0.5863

et o210 st 0 O A [
LV TOU Demand 18.6700 2.1667 10.7880 10.3260

i T0U e a1 a0 i [ [
HV TOU Demand 33.6900 1.6402 9.0122 8.6425

Stovoemd | wewo | ame e oo
Unmetered Energy 8.9734

e svee a0 s O M I
Unmetered Traffic Lights 8.9734

El
e “5.¢ Energy 39



Table 11 - 2020/2021 Indicative network pricing

Fixed Energy consumption Demand
Tariff type ($/day) (c/kWh) ($/kVA or kW/mth)

High Season

Residential Energy 0.3876 9.0686

et Tesiooemns oaw s o dew
Residential Demand 0.4160 3.7494 10.7684 8.9737

CowwswysoxEew | osse | ema | msw
General Supply Transitional Demand 0.5957 7.6262 2.0000 1.6667

Cowwswyomed oswsows  omw | oow
Controlled Load 1 0.0283 0.6038

et o211 1 s 0 0 S
LV TOU Demand 18.7200 1.9683 11.7761 11.2678

i TGU e e 11 70 s [ [ S
HV TOU Demand 35.4700 1.6330 9.2269 8.8480

Stovoms | smmwo | awme asw | m;
Unmetered Energy 9.0541

i svee a0 s O M I
Unmetered Traffic Lights 9.0541
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Table 12 - 2021/2022 Indicative network pricing

Fixed Energy consumption Demand
Tariff type ($/day) (c/kWh) ($/kVA or kW/mth)

High Season

Residential Energy 0.4070 9.1112

et Tesionioemans 0w swe | swe zsm
Residential Demand 0.4264 SISk 11.0376 9.1980

CowwswysoxEew | oses | ems | mwm
General Supply Transitional Demand 0.6105 7.3639 3.0000 2.5000

Cowwswyomed osos | asms  mows | omm
Controlled Load 1 0.0283 0.6222

et o210 0 0 0 O A
LV TOU Demand 18.7200 1.8577 12.4891 11.9477

i TaU e e 11 70 s [ [ O
HV TOU Demand 37.2400 1.6217 9.4479 9.0596

Stovomd s awe o aww | nen
Unmetered Energy 9.1233

e svee a0 sz O M I
Unmetered Traffic Lights 9.1233

E
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Table 13 - 2022/2023 Indicative network pricing

Fixed Energy consumption Demand
Tariff type ($/day) (c/kWh) ($/kVA or kW/mth)

High Season

Residential Energy 0.4273 9.1370

et Tesiooemans oa | swss ame | sem
Residential Demand 0.4371 3.5635 11.3135 9.4280

CowwswysoxEew | osus | eme | mews
General Supply Transitional Demand 0.6258 7.1127 4.0000 3.3333

Cowwswyomed owsm e nas  omm
Controlled Load 1 0.0283 0.6404

et o211 0 s 0 O A
LV TOU Demand 18.7200 1.8640 12.8473 12.2897

i T0U e e 11 70 st [ [ O
HV TOU Demand 39.1000 1.6060 9.6715 9.2735

Stovsmd ewwo asm gem | rme
Unmetered Energy 9.1903

e svee a0 sz O IO I
Unmetered Traffic Lights 9.1903
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Table 14 - 2023/2024 Indicative network pricing

Fixed Energy consumption Demand
Tariff type ($/day) (c/kWh) ($/kVA or kW/mth)

High Season

Residential Energy 0.4475 9.1559

et TesionOemans | oasss a0 saeo | aww
Residential Demand 0.4468 3151145 11.5963 9.6637

CowaswysoxEew | oses | eme | wwe
General Supply Transitional Demand 0.6397 6.9071 5.0000 4.1667

Cowwswyomend osw e omew omw
Controlled Load 1 0.0282 0.6564

et o211 0 s [0 0 S [
LV TOU Demand 18.6600 1.8593 13.1484 12.5769

i T0U e e 111 g s [ [ O
HV TOU Demand 40.9400 1.5792 9.8901 9.4821

Stovommd eseasw s o
Unmetered Energy 9.2529

s carra ] 0 s O M I
Unmetered Traffic Lights 9.2529

E
.-...:.. Energy 43



Table 15 - Tariff Codes relating to tariff type

Tariff type Tariff codes

Residential Transitional Demand

General Supply Block Eneray NOD,NSS0,NGOO,NETJ, NETK,NETA,NETB
_ N84 , N845 , NS84 , NG84 , NS85 , NG85 , NFTL , NFTM , NFT5 , NFT6

General Supply Demand

Controlled Load 2 N54

LV TOU Demand Transition N89 , NS89

ST TOU Demand N39, NS39

Unmetered Street Lighting ENSL

Unmetered Night Watch ENNW

Residential Block + Controlled Load 2 NCO02 , NFTD

General Supply Block + Controlled Load 2 NCO04 , NFTF

Some of the above tariffs codes include generated energy (credit) rate components in addition to the charging parameters. During the TSS period, Endeavour
Energy may need to introduce new tariff codes for billing purposes. Any new tariff codes introduced will comply with the tariff structures outlined in this Tariff
Structure Statement and the price level for NUOS services will equate to the tariff type under which the new tariff code has been created.
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