
 

 

 

 

 

  

 

Electricity Distribution Price Review  
2026-31 Regulatory Proposal  

 

Friday, 31 January 2025  

 

 



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

 

Table  

of c ontents  

 

 

Executive Summary  7 

1. Introduction  23 

1.1. Structure of this Regulatory Proposal  23 

1.2. Presentation of cost information  23 

1.3. Definition of distribution services  24 

1.4. Supporting documentation  24 

2. Customer engagement & research  25 

2.1. Key points  25 

2.2. Chapter structure  27 

2.3. Our engagement approach  27 

2.4. Outcomes of our engagement activities  34 

2.5. We publicly consulted on a Draft Proposal and have responded to feedback 50 

2.6. Plans for post -lodgement engagement  54 

2.7. Supporting documentation  54 

3. Network characteristics and operating environment  56 

3.1. Key points  56 

3.2. Chapter structure  56 

3.3. Key network statistics  57 

3.4. Physical and environmental characteristics  58 

3.5. Our customers  64 

3.6. Decarbonisation and energy transition  67 

3.7. Climate change and network resilience  71 

  



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

4. Demand and energy forecasts  73 

4.1. Key points  73 

4.2. Overview of the forecasting methodology  74 

4.3. Customer number forecasts  75 

4.4. Energy consumption forecasts  77 

4.5. Spatial demand forecasts  79 

4.6. Why our forecasts satisfy the Rules requirements  83 

4.7. Supporting documentation  83 

5. Building block revenue requirement  84 

5.1. Key points  84 

5.2. Chapter structure  84 

5.3. Summary of our revenue requirements  84 

5.4. Building block components of the revenue requirement  86 

5.5. Smoothed annual revenue requirement, X factor and revenue cap  89 

5.6. Average price path under the Proposed Revenue Cap  91 

5.7. Supporting documentation  91 

6. Capital expenditure  92 

6.1. Key points  92 

6.2. Chapter structure  94 

6.3. Summary of our capital expenditure forecasts  95 

6.4. Key inputs and assumptions  99 

6.5. Forecasting approach  107 

6.6. Demand driven augmentation  113 

6.7. Replacement expenditure  125 

6.8. CER enablement  142 

6.9. Reliability expenditure  148 

6.10. Connections expenditure  160 

6.11. Large renewables enablement  169 

6.12. Resilience expenditure  174 

6.13. Digital expenditure  194 

6.14. Safety and environmental expenditure  202 

6.15. Compliance expenditure  209 

6.16. Non -network expenditure  213 

6.17. Why our capex forecasts satisfy the Rules requirements  223 



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

7. Operating expenditure  226 

7.1. Key points  226 

7.2. Chapter structure  227 

7.3. Summary of Operating Expenditure Forecast  227 

7.4. Forecasting Approach  229 

7.5. Customer Preferences and Feedback  230 

7.6. Key Inputs and assumptions  232 

7.7. Base year expenditure  232 

7.8. Benchmarking  235 

7.9. Step Changes  239 

7.10. Bottom -up Forecasts  263 

7.11. Trend 265 

7.12. Why our opex forecasts satisfy the Rules requirements  267 

7.13. Supporting Documentation  268 

8. Innovation  269 

8.1. Key points  269 

8.2. Chapter structure  269 

8.3. Our innovation proposal  270 

8.4. Track record in innovation  275 

8.5. Customer engagement  278 

8.6. Supporting Documentation  278 

9. Regulated Asset Base  279 

9.1. Key points  279 

9.2. Chapter structure  279 

9.3. Review of Past Capital Expenditure  279 

9.4. Establishing the Opening RAB as at 1 July 2026  280 

9.5. Forecast Final Year Asset Adjustments  282 

9.6. Pre-lodgement engagement  283 

9.7. Forecast RAB over the 2026 -31 Regulatory Period  283 

9.8. Supporting Documentation  283 

10. Depreciation  284 

10.1. Key points  284 

10.2. Chapter structure  284 

10.3. Depreciation Methodology  284 



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

10.4. Opening RAB  284 

10.5. Standard Asset Lives  285 

10.6. Pre-lodgement engagement  288 

10.7. Forecast Depreciation  288 

10.8. Supporting Documentation  289 

11. Return on capital and gamma  290 

11.1. Key points  290 

11.2. Chapter structure  290 

11.3. Rate of Return Instrument  290 

11.4. Return on Equity  291 

11.5. Cost of Debt  291 

11.6. Nominal Vanilla WACC  292 

11.7. Equity Raising Costs  293 

11.8. Debt Raising Costs  293 

11.9. Imputation Credit Value (Gamma)  293 

11.10. Forecast inflation  294 

11.11. Supporting Documentation  294 

12. Corporate Tax Allowance  295 

12.1. Key points  295 

12.2. Chapter structure  295 

12.3. Method for Calculating the Tax Allowance  295 

12.4. Opening Tax Asset Base  296 

12.5. Standard Tax Lives  297 

12.6. Forecast of immediately deductible expenditure  298 

12.7. Pre-lodgement engagement  299 

12.8. Proposed Tax Allowance  299 

12.9. Supporting Documentation  300 

13. Incentive schemes  301 

13.1. Key points  301 

13.2. Chapter structure  301 

13.3. Recent performance and stakeholder feedback  301 

13.4. Customer Service Incentive Scheme  305 

13.5. Service Target Performance Incentive Scheme  309 

13.6. Capital Efficiency Sharing Scheme  312 



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

13.7. Efficiency Benefit Sharing Scheme (EBSS)  318 

13.8. F-factor Scheme  320 

13.9. Demand Management Incentive Scheme and Allowance  321 

13.10. Export Service Incentive Scheme  321 

14. Typical charges for residential and business customers  322 

14.1. Key points  322 

14.2. Chapter structure  322 

14.3. Network and retail bills  322 

14.4. Bill impacts for our typical customers  323 

14.5. Supporting documentation  324 

15. Proposed cost pass through events  325 

15.1. Key points  325 

15.2. Approach to developing cost pass through events  325 

15.3. Nominated pass through events  327 

15.4. Application of pass through arrangements to direct control services  335 

16. Alternative Control Services: Metering services  336 

16.1. Key points  336 

16.2. Chapter structure  336 

16.3. Our metering customer service  337 

16.4. Our investment plans  342 

16.5. Proposed costs and revenue  351 

16.6. Regulatory arrangements applying to metering services  361 

16.7. Supporting Documentation  362 

17. Alternative Control Service: Public lighting  363 

17.1. Key points  363 

17.2. Chapter structure  363 

17.3. Summary of our proposal  363 

17.4. Regulatory framework  366 

17.5. Key drivers of expenditure  367 

17.6. Council engagement  370 

17.7. Proposed prices  370 

17.8. Supporting Documentation  371 

  



 

 AusNet EDPR 2026-31 ð 31 January 2025  
 

 

18. Alternative Control Services: Ancillary network services  372 

18.1. Key points  372 

18.2. Chapter structure  372 

18.3. Approach to setting prices  372 

18.4. Proposed fee -based services and fees  374 

18.5. Proposed quoted services and rates  375 

18.6. Supporting documentation  379 

19. Form of control  380 

19.1. Key points  380 

19.2. Chapter structure  380 

19.3. Control mechanisms  380 

19.4. Control mechanisms for alternative control services  382 

19.5. Supporting documentation  384 

Glossary  385 

 



 

 7 
 

 

Executive Summary  
This proposal is about our customers, what they need and want now and in the future. It is about the levels of service 

they want and how we will deliver these for an affordable price. The next regulatory period covers the greatest 

period of change for elec tricity distribution networks since the electrification of the state. Through this early stage of 

the energy transition, it is critical that we understand how customers will use our network and what they expect from 

us, so we can make sure this change meet s and keeps pace with customerõs evolving needs and improving where 

we need to.  

Our customers rely on us to provide an affordable, safe and reliable electricity supply. As our customers electrify and 

invest in their own energy resources, we believe that these characteristics will become more important.  

It is well accepted that climate change is going to increase the frequency and severity of extreme weather events. 

Unfortunately, many of our customers have experienced the impact of prolonged power outages resulting from 

extreme weather events over the la st four years, as the network has suffered damage from major bushfires in early 

2020 and four major storms since. To inform our plans, many of our customers have shared their experiences of these 

outages, including the financial and non -financial costs the y have incurred. To address the growing risk of extreme 

weather, we have proposed a comprehensive package of resilience investments to future -proof the network, and 

additional community support, balanced by affordability considerations.  

In preparing our broader investment plans for the next five years, we have undertaken an extensive program of 

engagement and research to validate and build our understanding of our customersõ concerns, needs and 

preferences. The findings of these engagemen t activities have complemented and reinforced the insights provided 

by our industry -leading BAU research program on our customersõ ever-evolving needs.  

We have listened to our customers in developing this Regulatory Proposal. We know that, for many, energy 

affordability and broader cost of living pressures are top -of -mind. We acknowledge that the cost -of -living crisis is 

profoundly impacting Victorians. O ur five -year plan aims to strike a balance between investing to achieve the 

service levels desired by customers, while managing energy affordability and we are particularly focused  on the 

ultimate customer bill impact of this proposal This is a difficult b alance to strike, particularly as affordability concerns 

for many of our customers are acute, while at the same time their expectations of the electricity network are 

evolving. Our customers have also made it clear that improving network services can also help manage broader 

cost pressures, including costs that are borne by customers during outages (for example, buying a hot dinner), and 

(for those who are able) to electrify appliances and transport, reducing ongoing energy costs.  

Another key consideration is the global imperative of transitioning the energy system to net zero. This is driving 

investment on our network to support and enable Federal and Victorian Government emissions and renewables 

targets and reforms, unlocking the benefits of the energy transition for AusNet customers and beyond. We are 

working closely with the Victorian Government to ensure Victorians benefit from investments we are making to meet 

government objectives.  

In this context, and despite taking steps to reduce costs, our forecast investment requirement in the next regulatory 

period is 72% higher than expected investment in the current period. This uplift reflects a range of factors which are 

driving the need fo r greater investment, including new investment drivers (e.g., uplifting network resilience and 

regional reliability in response to evolving community expectations) and higher unit costs driven by market pressures. 

We have engaged deeply and broadly on whet her customers are willing to pay for service improvements and, as a 

consequence of this engagement, have taken active steps to reduce our proposed investment requirements.  

These include deferral of network expenditure where more efficient investment options are available, as well as a 

comprehensive top -down review and adjustments to reflect expenditure that will be funded through reliability 

incentive schemes. These actions are collectively referred to as ôaffordability measuresõ and we have worked with 

the Coordination Group ð our peak reset engagement body - and customers to develop a suite of these that will 

keep prices flat.  In total the implementation of these measures, which include both the removal of overlaps we have 

proactively identified, as well as  cost increases we will incur but have not sought recovery of,  amount to annual 

savings of $13 per residential customer.  

As a result, despite our rising investment needs, our plans will deliver  broadly  stable prices and bills, with all customers 

benefiting from increasing network utilisation. In its interim report on our Draft Proposal, the Coordination Group has 

recognised that our plans will deliver a range of service improvements at an affordable pri ce. Importantly, our 

Revenue Proposal delivers a similar level of service improvements with a slight increase in real prices.  

We have also proposed a set of renewed customer experience and advocacy commitments to our customers ð 

including where we will advocate on their behalf to address a range of regulatory and policy issues impacting 

customers - and will hold ourselves to acco unt to make sure we deliver what we set out to do. This accountability is 

important to both AusNetõs management team and Board. 

This proposal sets out in detail how AusNet has responded to our customersõ preferences in our plans for the 

electricity distribution network for the regulatory period commencing on 1 July 2026 and ending on 30 June 2031 and 

the revenue that will be requir ed to deliver those plans.  
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Our proposal has been informed by extensive customer engagement and 

research  

The engagement and research underpinning this Regulatory Proposal is the most extensive we have undertaken for 

a price review, by a significant margin. This was important to us as the decisions being made in the forthcoming 

regulatory period ð around our r ole in the transition to net -zero emissions, preparing for extreme weather events and 

many more ð will have a significant impact on our customersõ lives. 

We have carefully designed our EDPR engagement approach to:  

¶ Engage broadly and deeply . 

¶ Be sincere and genuine . 

¶ Clearly evidence the impact our engagement has had on the proposal.  

Our Panelsõ discussions have been underpinned by an extensive research and engagement program to understand 

the trends in and diversity of views among our customer base. In addition to our ongoing and business -as-usual 

research program we have undertaken s everal leading research projects to further deepen our understanding of 

electricity distribution customersõ preferences, including our Customer Segmentation and Quantifying Customer 

Values research projects.  

Figure 0-1 : Overview of AusNet customer engagement and research program  

 

Source: AusNet  
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The messages from our customers have been clear. The energy transition has featured prominently, and customers 

expect AusNet to keep pace with and be ready to deliver to their evolving needs and preferences. Affordability 

continues to be a top priority for customers, with no on e wanting to pay more for electricity than they need to. At the 

same time, customers expect ð and are willing to pay for - a more reliable and resilient electricity supply, increasingly 

so as they electrify.  

There is a marked difference in customersõ expectations compared to five years ago, with strong key themes 

emerging through surveys, workshops and engagement through Customer Panels. These themes are summarised 

below.  

Figure 0-2: The evolving expectations of our customers  

 

How feedback on our Draft Proposal has shaped this Revenue Proposal  

Based on feedback received, our Draft Proposal (which was published for consultation in September 2024) generally 

struck the right balance between cost and service level from both a value and affordability perspective. We 

received consistent feedback that our Draft Proposal was focused  on the right things, particularly reliability, 

resilience, customer experience and innovation.  

We were not expecting to and did not achieve 100% satisfaction or agreement, but for the overall proposal and 

specific elements within, feedback was largely neutral to positive, with small numbers of customers willing to accept 

lower levels of service for lower prices and small numbers requesting higher levels of service with a willingness to pay 

more for them.  

We know no one wants to pay more than they need to for electricity, but there was no consistent feedback 

received on areas where customers would accept AusNet cutting back on proposed service levels. Generally, there 

was very low appetite for cuts to the p roposed service levels, assuming AusNet can achieve them, which is 

something small numbers of customers were sceptical of particularly in the context of resilience improvements, given 

the uncertainty of climate forecasts.  

We understand customers want us to be looking for areas to reduce costs where it does not noticeably impact the 

quality of service they receive. In response, we have incorporated additional affordability measures (discussed on 

the next page) into this Reve nue Proposal, reducing our forecast expenditure requirements during the 2026 -31 

regulatory period by over $100m compared to the Draft Proposal. This includes deferral of $70m of resilience spend 

into subsequent regulatory periods. While our modelling shows  that this investment is needed to maintain network risk, 

it will not deliver net economic benefits to customers and, therefore, to improve the affordability of our overall plans 

has not been proposed.   

We have made additional, but more minor changes and clarifications to our proposal in response to feedback 

received on our draft plans, which are outlined throughout the remaining chapters of this document.  

Our plans will deliver value to our customers in 2026 -31 and beyond  

We are investing to uplift core services where our customers value this  

We have set out to deliver plans for a value -for -money electricity supply that responds to the key messages we have 

heard from our customers. Consistent with their evolving expectations, what value -for-money looks like to AusNet 

customers is also changing.  Customers expect a higher level of service than they did 5, 10 or 20 years ago, and while 

many are under financial pressure in a cost -of -living crisis, our customers overwhelmingly still see value in improved 

electricity services and are willing to pay so me extra for improved and expanded services.  

At the same time as supporting investment to make the network more resilient to extreme weather events, 

maintaining a safe and reliable network is a long -standing expectation of our customers. A dependable power 



 

 10 
 

 

supply is becoming increasingly important as households and businesses become more reliant on electricity for 

communications, cooking, heating, transport, to work and to manage their health and personal comfort.  

We also need to invest to enable customers to use electricity (and save money) in new ways, including rooftop solar, 

electric vehicles and moving to all -electric homes and businesses. We acknowledge the future is difficult to forecast, 

and while our invest ment plans are underpinned by robust demand forecasts, there is a need for greater flexibility 

within the regulatory framework to manage uncertainty over the pace of the transition.  

Our proposal also includes a range of initiatives to improve customer experience and address known customer pain 

points, including better customer relationship management and improved communications.  

We have comprehensively tested the price and service impacts of these proposals with our customers and, based 

on what we have heard, our proposed investment plans appropriately balance our customersõ desire for improved 

service levels with the importance t hey place on improving energy affordability.  

The key outcomes our Revenue Proposal will deliver for our customers are summarised below.  

Figure 0-3: The key customer outcomes we are planning to deliver , aligned to customersõ expectations  

Prioritising energy affordability and value for 

money  

Delivering reliable and safe electricity  

have always been and remain important. While the 

energy transition may lower household energy costs in 

time, we know itõs important to keep our network 

charges as low as we can while delivering the service 

levels our customers expect at a price they are wi lling to 

pay.  

We know no one wants to pay more than they need to 

for electricity, but we have not received any consistent 

feedback on areas customers would accept us cutting 

back on proposed service levels. Generally, there is very 

low appetite for cuts to the proposed service levels.  

Our proposal delivers flat bills for residential customers 

(excluding inflation) based on:  

¶ robust quantitative measurement and testing of the 

value customers place on service improvements (or 

degradations)  

¶ a thorough top -down assessment to identify 

synergies and areas to save  

¶ deferring investment in areas that wonõt significantly 

impact customersõ experience. 

including during extreme weather events. Households and 

businesses see value in us doing more to reduce the frequency and 

severity of unplanned outages, which are almost always 

inconvenient and can cost them. The level of funding we are 

proposing is to mee t compliance requirements, maintain similar 

reliability levels for most customers with uplifts for our worst -served 

customers, and investments to better prepare for, and respond to, 

extreme weather events.  

Our proposal includes 1: 

¶ $1,285m to maintain safety and reliability and meet 

compliance obligations by replacing aging assets on our 

network  

¶ $121m on a novel proposal to improve reliability for customers 

that are worst -served. This includes $25m to upgrade the 10 

least reliable feeders and $96m for a new Regional Reliability 

Allowance to address reliability challenges that emerge over 

time.  

¶ $264m to make the network more resilient to extreme weather 

and $16m to reduce the impact of outages to communities 

when they happen.  

¶ $27m on a new Benalla to Euroa express feeder, improving 

reliability for customers in the area by 74%.  

¶ $38m to manage power quality on the network, consistent with 

our voltage management obligations.  

Our investment plans reflect customersõ willingness to pay, using 

data from our recent Quantifying Customer Values (QCV) research 

for residential customers and the AERõs 2023 Values of Customer 

Reliability (VCR) for non -residential customers.  

In December 2024, the AER published updated Values of Customer 

Reliability. For residential customers, these values are substantially 

higher than the previous values from 2019, and broadly in line with 

our QCV data. Our investment plans will improve reliab ility in line 

with the AERõs latest data on willingness to pay to avoid outages. 

Due to timing, we have not applied the AERõs new VCRs to plan our 

investments. We will consider the implications of the new VCRs for 

our investment plans in our Revised Proposal.  

  

 

1 Values include overheads and are expressed in real 2025 -26 terms. 
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Continuously improving customer service  Innovating to find better, more efficient ways to do things  

across all existing and new interactions. Customers 

expect us to improve the efficiency and quality of their 

interactions with us.  

Our proposal includes 2: 

¶ $49m for maintenance and upgrades to customer -

facing platforms to address known customer 

frustrations with service continuity and accessibility, 

including more self -service options to make 

customersõ interactions with us faster and easier 

¶ $11m for customer relationship managers to support 

large employers, councils and communities  

¶ an updated set of commitments to customers, with 

governance arrangements  

¶ a customer service incentive scheme (CSIS) that 

rewards or penalises us up to 1% of our revenue per 

year, based on customer satisfaction.  

Including using new technologies.  

Our proposal includes:  

¶ $19m3 for innovation programs over 5 years (double todayõs 

spending) while maintaining the strong customer -led 

governance arrangements, including an Innovation Advisory 

Committee.  

 

Preparing for net zero  A fair and equitable transition  

by ensuring the network can support rooftop solar, large 

renewables and electrification of transport and gas.  

Our proposal includes 4: 

¶ $431m (including $149m to address constraints in 

the LV network) to accommodate the 13% growth 

in summer peak demand and 18% growth in winter 

peak demand from customers using more 

electricity, including those going all -electric on gas 

and transport, and el ectric vehicle charging  

¶ $194m to enable generation and storage to 

efficiently connect to the sub -transmission network.  

for all, to look after those at risk of getting left behind.  

Our proposal includes:  

¶ reducing the reliability gap between metropolitan and 

regional customers  

¶ flexible solar export limits for all new systems, giving solar 

customers equal opportunity to send their excess generation 

back to the grid  

¶ adding a cheap ôsolar soakõ period (11am-4pm) to the 

residential time of use tariff, enabling all customers to benefit 

from solar, reducing cross -subsidisation and increasing network 

utilisation  

¶ taking a òtechnology neutraló approach to network planning 

and tariffs to support innovation and efficient outcomes  

¶ advocacy commitments ð to deliver the outcomes customers 

want through the energy transition.  

Building customersõ agency Staying accountable  

by supporting them through change and helping them 

make decisions in their long -term interests.  

Our proposal includes $5m 5 for communications and 

education to:  

¶ build customersõ ability to engage with tariffs (and 

save money)  

¶ make communications more reliable, 

accessible,  specific and accurate.   

and including òsafeguardsó in the Proposal to support revenue 

being spent appropriately, emerging customer priorities are being 

addressed and anticipated benefits are realised. This was identified 

as a key priority for many of our customer panels.  

This means a bigger role for our Customer Consultative Committee, 

who we will report to on progress and collaborate with on many key 

decisions, such as allocation of the Regional Reliability Allowance 

and outcomes achieved.  

Existing governance, including the Innovation Advisory Committee 

and public reporting via our annual Energy Charter Disclosure will 

remain.  

Source: AusNet  

  

 

2 Values include overheads and are expressed in real 2025 -26 terms. 
3 Made up of $8m opex and $12m in capex (does not add due to rounding). Values include overhead and expressed in real 2025 -26 terms. 
4 Values include overheads and are expressed in real 2025 -26 terms. 
5 Expressed in real 2025 -26 terms. 
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We have taken concrete steps to improve the affordability of our plans  

We know many of our customers are struggling with cost -of -living pressures, and we have consistently heard that 

they want keeping prices low to be our number one priority. Accordingly, we have had a firm eye on opportunities 

to reduce the cost of our plans  for customers without compromising too much on service and reliability outcomes the 

whole way through our planning process. To this end, we are taking concrete actions to reduce the impact of our 

plans on customer bills by reducing costs, recognising savi ngs and synergies from future investment and not seeking 

recovery for some cost increases that we will incur.  These measures, which account for savings of at least $13 per 

year for the average residential customer and $6 5 per year for the average business customer, are shown in the 

table below.  

Table 0-1: Concrete steps we have taken to improve the affordability o f our plans  

Good regulatory practice  Discretionary affordability measures  

¶ Deferring $29m in network expenditure where more 

efficient investment options are available.  

¶ Absorbing $3m in operating expenditure step changes 

and reducing other step changes by $9m by finding 

synergies in operations.  

¶ Applying the following negative opex step changes:  

-  $0.7m for electrifying our fleet, recognising lower 

energy costs of AusNet -owned electric vehicles.  

-  $4m to account for savings that are expected to be 

delivered through the Digital expenditure program, 

should that be approved.  

¶ Lowering our guaranteed service level (GSL) forecast by 

$2m to reflect the benefits of investment in improved 

reliability, should that be approved . 

¶ Reducing our resilience and reliability capital expenditure 

by $8m to account for funding we will receive through 

incentive schemes , should that capex be approved.  

¶ Reducing our capital expenditure by $42m to account for 

synergies between different capital programs.  

¶ Absorbing $20m of labour costs associated with 

expected EBA outcomes, which are not funded by the 

AERõs standard approach to labour escalation. 

¶ Deferral of $70m of our resilience program into 

subsequent regulatory periods.  

¶ Lowering our guaranteed service level (GSL) forecast by 

$3m to absorb GSLs for controllable services from our 

bottom line, consistent with the approach we agreed 

with customers for the current regulatory period.  

¶ Lengthening the period over which investment in our 

distribution management system is paid for by customers. 

This lowers revenue per customer by $4 per year over the 

next five years.  

¶ Applying a discretionary productivity growth factor to our 

forecast of capitalised network overheads, reducing 

them by $4m.  

¶ Absorbing $4m of Digital additional opex associated with 

higher  license  costs for existing systems and platforms.  

¶ Absorbing $14m of additional opex associated with our 

increased fleet requirements.  

¶ Making an innovation adjustment of $0.2m to true -up for 

differences between actual and approved spend.  

Source: AusNet  

In addition, our metering charges are expected to more than h alve by 2031, reducing from $83 per residential 

customer in 2025 -26 to $ 39 per customer in 2030 -31 (without inflation). Customers will continue to get a reliable 

metering service, with a gradual transition to newer, more intelligent, smart meters as we start replacing the older 

meters.  

We are keeping bills stable, despite higher investment and other cost pressures  

We are forecasting higher investment to uplift reliability, network resilience and other service levels based on 

customer feedback that this is value -for-money, and investment to facilitate net zero objectives. We have also seen 

large increases in the cost  of project delivery, due to higher costs of specialized labour and materials than forecast in 

our last regulatory decision. It is also becoming more expensive for us to maintain the network much of which 

traverses challenging terrain.  

Despite these pressures, we have kept energy bills flat in this Revenue Proposal because:  

¶ Our network will be more heavily utilised as customersõ energy usage changes, lowering the per unit cost of 

electricity ñby 2031, our network utilisation is anticipated to reach 75%, up from 60% today, which is already 

much higher than the 40% average acros s the National Electricity Market . 

¶ Other parts of our revenues are declining ñour metering revenue is anticipated to decline due to most smart 

meters reaching the end of their economic life, which will reduce the metering charge by half between 2026 

and 2031 . 

¶ We are taking actions to improve affordability by finding areas to save without significantly compromising 

customersõ bills. 

We need to support all our customers as we gradually move from a world of fossil fuel vehicles and fossil gas -

powered homes and businesses to one of renewable energies, electric vehicles and electric homes and businesses. 

This shift presents opportunities for customers, but also the risk that those who donõt or cannot invest in building 
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improvements, new technologies, and behavioural changes could be left behind. We have had both these groups 

in mind when developing our plans.  

The figures below show estimated price impacts of our Revenue Proposal for different types of residential customers 

on their electrification journey. Customers that increase electricity usage as they electrify their energy needs 

(including electrified gas and transpor t) will pay more in distribution charges than customers with gas and no electric 

vehicles, due to their higher electricity use. However, these higher charges will be offset by these customers paying a 

single energy bill ð electricity only ð instead of three (electricity, gas and petrol or diesel). The assumptions behind this 

analysis are explained in supporting document Household energy cost analysis . 

Figure 0-4: Households with gas and no EV ð including the metering charge, annual costs are expected to decrease 

by 1% (excluding inflation) between today and 2031  

 

Source: AusNet, assumes annual usage of 5.2MWh + incremental increase from today to 2031  

Figure 0-5: Households with all electric appliances and EV ð including the metering charge, annual costs are 

expected to stay flat (excluding inflation) between today and 2031  

 

Source: AusNet, assumes annual usage of 8.3MWh + EV incremental increase to 2031  

For business customers, particularly larger business customers, electrification trajectories are less clear and more 

variable, making it challenging to estimate bill impacts for these customers. While we expect some of these 

customers will electrify over t his period, and therefore their bills will increase, increased electricity costs will be offset 

by reductions in other energy bills (e.g., gas). However, due to the diversity of potential outcomes for different 

business customers we note the difficulty in modelling these impacts for businesses.  

Assuming usage increases incrementally from now to 2031, indicative bill impacts for business customers are as 

follows:  

¶ Small (<40MWh) businesses ð flat bills (excluding inflation) between today and 2031 (as shown below)  

¶ Medium (40 -160MWh) business ð increase of 2% (excluding inflation) between today and 2031  

¶ Large (>160MWh) business ð increase of 2% (excluding inflation) between today and 2031 . 
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Figure 0-6: Small businesses  ð including the metering charge, annual costs are expected to stay flat (excluding 

inflation) between today and 2031  

 

Source: AusNet, assumes annual usage of 11.7MWh  

Our network charge is only one part of customersõ electricity bills, and electricity bills are only one part of the overall 

energy bills paid for by customers. As customers increasingly electrify it is important to view our plans in the context of 

overall customer costs and not focus narrowly on network charges. Increased usage of the electricity network as 

more customers electrify helps to reduce network charges for each unit of electricity customers use, as our costs are 

spread over a higher base. Custome rs using electricity from the network more consistently throughout the day, rather 

than concentrating use during peak times like early evening, also helps keep costs lower by reducing the need to 

build more capacity.  

Our plans also include investment to improve network reliability and resilience. Network outages cost households a 

lot, in lost food, wages, production and other costs. Investing to reduce outages means investing to unlock overall 

cost savings. Our custome rs have overwhelmingly told us they see this as worthwhile, even if they do not directly 

benefit from investment in reducing frequency and duration of outages.  

The figure below shows the bill impacts of our Revenue Proposal for customers at different points of the electrification 

journey, taking account of electricity, gas and transport costs.  

Figure 0-7: Household total energy bill impact analysis for different types of households and appliances over time, 

including running cost and costs of electrification, (real, $2025 -26) 

 

Source: AusNet.  

Note: The above analysis is based on assumptions that are by nature uncertain, and actual bills may differ from the outlook s hown here.  

Many of the energy transition factors shaping our investment plans in the next regulatory period are expected to 

continue in the long -term. At the same time, pressure on AusNet to reduce its costs wonõt go away, and we know 

customers are unwilling to trade  off lower prices today at the expense of steep price rises or price instability later on.  

With electricity networks doing much of the heavy -lifting in the transition to net -zero emissions, and network charges 

forecast to rise as customers move away from gas and fossil fuel cars to electric alternatives, we have an eye to 

managing costs. While d ifficult to predict, as energy consumption and network utilisation increase, we expect 

charges to stay broadly the same, or perhaps even fall slightly, in the next planning period from 2031 -36. 



 

 15 
 

 

There is a need for additional flexibility in the regulatory framework to deliver the energy 

transition  

Compared to previous price reviews, the energy transition is creating greater uncertainty when forecasting future 

trends and developments that will impact the electricity distribution sector. Assumptions made today for key 

forecasting parameters including EV take -up rates, customer charging patterns (which is difficult to forecast based 

on the limited  evidence available today) and the rate of electrification of gas appliances may be materially 

different to what eventuates. In turn, this may require us to in vest more, or less, in the network than will be funded 

under this revenue determination.  

To manage this risk, we are proposing various ways to manage the uncertainty in the framework, including:  

¶ Proposing to exclude new connection types from the Capital Efficiency Sharing Scheme ; and  

¶ Nominating a range of cost pass through events to enable our revenue determination to be revisited if specific 

circumstances occur.  

We are also working with industry and Energy Networks Australia on a proposal for additional uncertainty 

mechanisms to be built into the national regulatory framework. These would enable determinations to be revisited 

should certain parameters, for example  peak demand, turn out to be materially different to forecasts.  

We are maximising network utilisation, and expect it to increase during 

2026-31 

We know we need to get the most value out of the existing network before upgrading it, given the acute cost of 

living pressures many of our customers are facing and the long period over which the costs of network investment 

are recovered from customers. Au sNet has the second highest utilisation rate in the NEM, with other Victorian 

distributors also having high utilisation comparison to other jurisdictions. This reflects several factors unique to AusNet 

and our Victorian peers, including:  

¶ Long -standing use of probabilistic planning practices, in contrast to deterministic planning relied upon in some 

other jurisdictions  

¶ The use of smart meters enabling Victorian networks to plan more precisely, by having access to more granular 

and accurate customer load data , and  

¶ Tariff innovation, with AusNet being the first network in the NEM to introduce Critical Peak Demand pricing for our 

C&I customers ð a program that continues to successfully run today.  

However, even with probabilistic planning, as utilisation grows, we will have less ability to absorb growing demand 

without network augmentation. We will continue to increase the utilisation of our assets, increasing from around 60% 

in 2023 to more than 75 % in 2031. Regardless of their electrification journey, all AusNet customers will benefit from 

higher utilisation, through lower unit costs of electricity.  
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Figure 0-8 Network utilisation across electricity distribution networks, 2023 and AusNet forecast  

 

Source: AER RIN data  

In addition to ensuring our network investment plans reflect prudent and efficient costs, our Revenue Proposal 

adopts several measures to maximise network utilisation out to 2031, including:  

¶ Looking at where capex can be deferred through the use of non -network solutions . 

¶ Proposing a solar soak period in network tariffs and rolling these out in line with Victorian Government policy . 

¶ Introducing flexible exports for new solar customers . 

¶ Investing to unlock large scale renewables . 

¶ Introducing flexible load connections for C&I customers.  

We also expect electrification of EVs and gas to improve utilisation because:  

¶ Electric vehicles use a large amount of electricity relative to most other appliances in the home, and our time of 

use tariff signals (if passed through by the retailer) can send customers a signal to charge outside of peak 

demand times, and ideally within the solar soak period . 

¶ The impact of gas electrification on the network will be most pronounced during winter. As the network currently 

peaks during the summer months in many localities, the initial wave of gas electrification is expected to improve 

utilisation of existing capac ity.  

We will continue to explore ways to improve utilisation throughout the next regu  

latory period, including exploring flexible load connections for EVs, trialling V2G and several other projects which 

form part of our proposed innovation program. Our tariff strategy also promotes this by introducing solar soak, time of 

use tariffs to mana ge maximum and minimum demand and introducing Individual Calculated Charges to provide 

our largest customers with targeted locational network signals.  
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We have worked closely with our customers to renew a comprehensive set 

of customer commitments  

For 2026-31, we are proposing to maintain key commitments from the current regulatory period where significant 

opportunities for improvement remain, and new commitments to address areas that have emerged as priorities for 

our customers. The list of commitm ents has been built out through the engagement and research we have 

undertaken over the past 18 months, to reflect opportunities are areas for improvement identified by customers.  

Our customers and stakeholders support necessary improvements that AusNet is planning to make over the next 

regulatory period, but they also wanted assurance these improvements are being made with several criteria in mind, 

including that AusNet should not seek funding for what was funded in the last reset, and assurance that customer 

experience and service resources will stay in place even if our ownership, Board or CEO change.  

We have accepted the criteria proposed by our Customer Experience Panel and worked with them to develop a 

proposed set of refreshed commitments for the forthcoming regulatory period. This includes how we plan to measure 

and report against their progress, h olding ourselves to account. We are also proposing an evolution in the way we 

track and report on progress based on customer feedback.  

Table 0-2: Our renewed customer commitments  

Commitment  Sub-commitment  

Significantly improve customer 

experience  by making 

customerõs interactions 

with  AusNet  quicker  and easier 

and fixing customer  pain points  

¶ Improve customer satisfaction with key points of interaction with the business  

¶ Extend meaningful and timely dedicated engagement with commercial, industrial 

and farm (CIF) customers, essential services, local councils and community energy 

groups, and improve access to key  information   

¶ Proactively detect and address pain points, including through monitoring sentiment, 

complaints and claims  

¶ Support communities impacted by extreme weather events with onsite presence in 

impacted  communities  

¶ Make it easier for customers to know who to contact  

Provide the foundations for and 

promote fair and 

equitable  outcomes for all 

customers in  the energy 

transition  

¶ Provide partnership grants to improve outcomes for specific customer cohorts, with 

relatively broad eligibility criteria  

¶ Advocate for fair and equitable outcomes on behalf of customers, and enable 

them to advocate on behalf of themselves  

¶ Action and publicly share learnings from research and innovation projects  

¶ Proactively detect, raise and address equity issues, using AusNetõs unique insights 

Continuous improvement of 

all  customer 

communications  across all 

channels to make  them more 

reliable, accessible,  specific and 

accurate   

¶ Approach to communications during extreme weather events that is designed for 

specific customer requirements during these types of events  

¶ Make our communication more accessible and specific, to meet the diversity in our 

customers' needs and preferences,  including uplifting communication for Culturally 

and Linguistically Diverse (CALD) customers, commercial and industrial customers 

and custom ers in specific locations on our network  

¶ Make communications more timely, clearer and more reliable in  message, 

language and delivery  

¶ Offer preference or channel -of -choice for customer messages and ensure 

consistency in language and messaging  

¶ Continue to improve accuracy of information shared with customers (e.g.  estimated 

start and finish times of planned  outages)  

¶ Responsiveness to new and emerging issues, as identified by customers and through 

changes in technology, climate change impacts etc.  

Holding ourselves to account  

¶ Maintain a Customer Consultative Committee or equivalent, that has an 

appropriate mix of skills, and is sufficiently informed to hold AusNet to account on 

things that matter to customers  

¶ Regular check -ins with our Customer Consultative Committee on progress against 

the proposal commitments, and engaging on forward plans to deliver against them  

¶ Provide channels for the Customer Consultative Committee and the AusNet 

executive team to hear directly from customers  

¶ Continue to report annually on progress against customer commitments. Reporting 

would be incorporated in the annual disclosure which is part of our Energy Charter 

commitment, plus an addendum for any unique items  
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Further to our refreshed customer commitments, we are also committed to making customer experience 

improvements for our customers identified in the learnings from our February storm post -incident review (PIR). This 

includes:  

¶ Improving the robustness of our Outage Tracker and having appropriate back -up systems in place so that 

customers can always have access to outage information, even if something goes wrong.  

¶ Implementing additional methods of communication during outages, including automated services that are 

welcomed by some customers, while always maintaining access to contact centre staff.  

¶ Improving the accuracy of our Estimated Times of Assessment (ETAs) and Estimated Times of Restoration (ETRs) 

provided to customers during unplanned outages, and training staff on the most appropriate customer 

communications around these metrics.  

¶ Improving the contact details of customers in our systems, to ensure we can access as many people as possible 

during storms, through their preferred channel of communication.  

Our customers also want us to create a better future for them through the transition, including by advocating for 

policy and regulatory changes that enable them to achieve their aspirations. It has never been more important for 

networks and other industry participants to listen to our customersõ needs and preferences and evaluate whether the 

current regulatory frameworks continue to be fit for purpose. The figure below summarises the key areas of reform 

where our customers want us to actively advocate on th eir behalf, as co -designed with our customers and 

stakeholders.  

These have been identified throughout our engagement process as areas where policy or regulatory settings limit 

customersõ ability to take control of their energy futures or limit AusNetõs ability to deliver outcomes in line with 

customersõ best interests. We are already progressing conversations with governments, market bodies and decision 

makers on all topics presented in the figure.  

Figure 0-9: Where we will advocate on behalf of our customers  
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Our plans in more detail  

Our proposed revenue requirement  

Our real revenue requirement for 2026 -31 is 13% higher than approved revenues in the current regulatory period, with 

the impacts of higher interest rates and expenditure partly offset by lower incentive scheme payments and 

depreciation. Higher revenues will be spre ad across a growing base of customers and energy throughput, keeping 

average prices relatively flat.  

Figure 0-10: Movement in revenue building blocks ($m, real 2025 -26) 

 

Source: AusNet.  

Our capital expenditure forecast  

Our forecast of prudent and efficient capital expenditure in the 2026 -31 regulatory period of $3.5bn is 72% higher 

than expected investment in the current period , in net terms.  This uplift addresses a range of investment drivers, 

including the need to:  

¶ Replace aging and deteriorated assets . 

¶ Manage higher unit costs driven by market pressures  

¶ Enable electrification and unlock renewable energy . 

¶ Uplift network resilience and regional reliability . 

¶ Commence a multi -period, risk -based strategy to upgrade and refurbish our ageing depots . 

¶ Deliver an improved customer experience.  

The increases required to fund these expenditure drivers have been partly offset by:  

¶ Deferring $70m of resilience network hardening expenditure to beyond the next regulatory period  

¶ A comprehensive, top -down assessment of each capex category, which has led to the removal of $42m of 

overlaps or synergies from the capex forecast  

¶ Deferring $29m in network expenditure where more efficient investment options are available  

¶ Adjustments to reflect expenditure that will be funded through incentive schemes, amounting to $8m, and  

¶ Applying productivity growth of 0.5% to our forecast of capitalised overheads, reducing our capex forecast by 

$4m. 

We have undertaken a comprehensive deliverability assessment of the proposed capital program. This has 

confirmed we have the necessary capabilities and resources in place to deliver the program and outlines the 

actions and initiatives we are implementing t o mitigate delivery risks.  
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Figure 0-11: Actual, expected and forecast  net  capital expenditure by driver ($m, real 2025 -26) 

Source: AusNet.  

* New drivers include resilience, large renewable connections, addressing worst served customer reliability, and smarter oper ations (DSO). 

Other includes non -network expenditure  

Our operating expenditure forecast  

Our forecast of prudent and efficient operating expenditure in the 2026 -31 regulatory period of $1.7bn including 

debt raising costs is 14% above our expected spend in the current regulatory period. This reflects large increases in 

the customers numbers and  demand expected on our network, improvements in our digital systems to keep up with 

customer expectations and new obligations imposed on us that will increase our opex costs. This includes new 

obligations relating to bushfire safety, maintaining system se curity and how we prepare for and respond to extreme 

weather events.  

With a focus on affordability, we have decided not to include in our forecasts $ 43 million in expected cost increases 

and have identified $9 million in synergies across our forecast during consultation. Additionally, we have reduced our 

GSL forecast by $5m to reflect our reliability related investment and the removal of GSLs for ôcontrollableõ service 

levels, consistent with the approach agreed with customers at the last reset. We have also  proposed a negative step 

change of $4m to reflect efficiency improvements from Digital investments, provided that expenditure is approved. 

AusNetõs proposed operating expenditure forecast minimises costs while ensuring that we can maintain the reliability 

and safety of network services and manage the expected growth in our network.  

We have selected the 2022 -23 year as our opex base year on the basis that it reflects:  

¶ Ongoing, efficient opex under normal operating conditions . 

¶ Most recent audited actual expenditure that is available at the time of submitting our Revenue Proposal.  

Opex for 2022 -23 passes the AERõs efficiency assessment in its Annual Benchmarking Report, published in November 

2024 which shows AusNet is efficient compared to its peers.  

The AERõs standard approach to real cost escalation is low compared to the labour increases we have seen in this 

current period and continue to face. This is an issue across Australia, and is evident through recent and ongoing EBA 

outcomes, which far excee d the cost escalators applied under the AERõs standard forecasting approach. Despite 

this, we have adopted the AERõs standard approach of averaging two forecasts of this measure, and intend to 

manage the additional, unfunded opex we expect to incur through  further productivity savings.  
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Figure 0-12: Actual, expected and forecast operating expenditure by element ($m, real 2025 -26) 

Source: AusNet  

Our tariff strategy  

We are moving to a decarbonised energy system with all -electric homes and businesses, electricity for transport and 

energy from renewables on a small scale (e.g. rooftop solar) and large scale (e.g. solar and wind farms, and 

commercial battery systems). Th is transition is creating new challenges for the grid and the energy system, including 

the risk of very high evening peaks from electrification of gas and transport and minimum operational demand and 

reverse flow peaks during solar exports in the middle of  the day. Network tariffs can play a role in managing those 

new challenges, by providing customers pricing signals to incentivise behavioural change.  

In the past, networks have mostly needed to manage evening peaks, so tariffs have been designed to send efficient 

price signals by making evening usage more expensive. However, with the growing penetration of solar, there is a 

new opportunity to encourage all customers to increase usage to soak up the excess solar. Under our proposed tariff 

strategy, customers that can shift some usage from the evening peak to the middle of the day would benefit from 

doing so through lower network charges.  

Our tariff strategy is designed to offer customers multiple opportunities to save on their energy bills through tariffs, as 

summarised in the below figure. The tariffs are also designed to improve equity by reducing the difference in network 

costs paid by customers with and without solar, where today customers with solar pay about half compared to those 

without solar. By making electricity very low cost during the day, both customers with and without solar can benefit 

from cheaper electricity during the day . 

Figure 0-13: Tariff strategy for 2026 -31, giving customer options to save on their bill  

 

Enable all customers to 

benefit from solar  

by adding a cheap 

òsolar soakó period 

(11am to 4pm) to the 

residential time of use 

tariff  

 

Reward household 

flexibility  

through an optional CER 

tariff  

 

Reward grid -scale 

storage flexibility 

through four new 

storage tariffs  

 

Increase optionality for 

commercial customers 

with optional critical 

peak demand (CPD) 

tariffs as well as 

considering potential 

locational tariffs  

 

Build customer agency 

to engage with tariffs 

and save money, via 

communications 

campaigns and 

regulatory framework 

advocacy  

Source: AusNet  

As explained in our Tariff Structure Statement (TSS) Explanatory Paper, the design of our tariff structures, assignment 

and transition rules are guided by pricing objectives that were developed during an extensive customer and 

stakeholder consultation proc ess undertaken by the Victorian distribution businesses. During this engagement 

process, stakeholders supported the simplification of the existing pricing objectives for the proposed 2026 -31 TSS, 

which are shown in figure 0-14 below.  
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Figure 0-14: Pricing objectives for our proposed 2026 -31 TSS 

 

Source: AusNet  

Uncertainties that may impact our Revised Regulatory Proposal  

While the forecasts included in this Regulatory Proposal reflect the best information currently available, there are 

several known externally driven uncertainties that may impact our Revised Regulatory Proposal. These include (non -

exhaustive):  

¶ Implications of the AERõs 2024 VCRs for our investment plans. 

¶ Revised demand forecasts reflecting the 2024 -25 summer and updated inputs, assumptions and projections from 

AEMO, the Victorian Government and other external sources . 

¶ Market conditions for bushfire liability insurance, which are volatile and may move in response to global 

developments such as the January 2025 Los Angeles fires . 

¶ Implementation of the Victorian Governmentõs response to the Network Outage Review of the February 2024 

storms and other changes to the resilience regulatory framework, which continues to evolve (e.g. AEMC Rule 

Change Review of Resilience) . 

¶ Updates to our connections capex forecast resulting from new connection applications received . 

¶                

      C-I-C        

   

¶ The costs of key inputs and materials which may change in response to market -driven cost pressures . 

¶ Any changes to our regulatory obligations or government policies that may impact our plans.  

As further information becomes available regarding these uncertainties, we will engage closely with the AER, our 

customers and other stakeholders on any implications for our plans.  

Conclusion  

Our proposal represents a significant step forward in delivering the network and services that our customers need 

and expect in 2026 -31, and beyond. While our plans require a significant increase in expenditure  compared to 

current spending levels , this reflects the evolving needs of our network and customers, backed by rigorous cost -

benefit analysis, extensive engagement, and a strong focus on deliverability. Customers have clearly voiced their 

expectations for improved service levels, and this pr oposal res ponds directly to them.  

With network utilisation already high and forecast to grow further by 2031, our plans deliver flat bills for residential 

customers  and a slight real increase in average prices , while maximising efficiency and value for customers so they 

are not paying more than they need to for the outcomes they expect. In addition to being shaped by our extensive 

engagement program, o ur proposed projects and programs have been subject to rigorous technical and economic 

assessment. A suite of affordability measures  ha s been  incorporated  into our plans , to respond directly to our 

customersõ affordability concerns and ensure our proposal reflects good regulatory practice.  

We have  also worked closely with customers to refresh and strengthen our customer service commitments, establish 

a set of advocacy commitments and expand on and strengthen governance arrangements, embedding 

transparency and accountability at the heart of our plans. Th e Coordination Group has recognised the value of our 

Draft Proposal in delivering meaningful service improvements at an affordable price, and this Regulatory  Proposal 

goes even further ð maintaining these improvements while keeping bills flat f or most customers.  

Our proposal strikes the right balance between investment and affordability, and is a forward -looking, responsible 

plan that reflects what our customers have told u s they want ð a network that is reliable, resilient, and responsive to 

their concerns , without unnecessary cost pressures.  
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1. Introduction  
This regulatory submission sets out AusNetõs proposal for its electricity distribution network for the next regulatory 

control period, which commences 1  July 2026 and runs through until 30  June  2031. 

1.1. Structure of this Regulatory 

Proposal  

Under the National Electricity Law (NEL) and the National Electricity Rules (the Rules), the AER is responsible for the 

economic regulation of electricity distribution services.  In accordance with the Rules, the AER conducts a periodic 

review to determine our revenue requirements and other matters relating to the provision of regulated electricity 

distribution services.  

This document is our Regulatory Proposal for the period commencing on 1 July  2026 and ending on 30 June  2031 

(2026-31 regulatory period). The proposal is accompanied and supported by:  

¶ An overview paper, which provides a plain -language summary and explanation of our Regulatory Proposal  

¶ A tariff structure statement and an explanatory paper, which describe our proposed tariff structures and the 

rationale for our approach  

¶ Completed templates and supporting information as required by the Rules and the AERõs Regulatory Information 

Notices (RIN), and  

¶ Appendices, supporting documents and models, which are cross-referenced in this document.  

This regulatory proposal explains our revenue requirement for distribution standard control services and our proposed 

prices for several alternative control services including:  

¶ Metering  

¶ Public lighting  

¶ Fee-based services, and  

¶ Quoted services.  

 

1.2. Presentation of cost 

information  

The actual and forecast expenditure in this proposal reflects our cost allocation methodology, as approved by the 

AER, and is consistent with:  

¶ AusNetõs capitalisation policy, which remains unchanged from the current regulatory period, and 

¶ The application of the AERõs incentive schemes that encourage cost and service efficiencies over time.  

 

In terms of the financial data presented in this submission, it should be noted that:  

¶ All monetary values presented exclude GST  

¶ Unless stated otherwise, monetary values are presented in June 2026 dollars  

¶ Where data is presented in nominal terms, an inflation forecast of 2.50 per cent per annum has been applied, 

consistent with our forecast of expected inflation and the AERõs inflation guideline, and 

¶ Numbers in tables may not add up due to rounding.  
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1.3. Definition of distribution 

services  

This revenue proposal covers the distribution services set out in the AERõs Framework and Approach (F & A) paper6. 

The diagram below shows the various available classifications.  

Figure 1-1: AusNetõs distribution services 

 

A full list of services and their classifications is provided in Appendix 1B Service Classification Proposal.  

This revenue proposal is consistent with the service classifications outlined in the F&A paper. Since the F&A 

consultation we have responded to feedback that any in -front -of -the -meter resilience services we provide to critical 

customers (such as other util ities) should be classified as alternative control services, rather than standard control. We 

consider that this fits under the definition of Connection Application and Management Services and so no change is 

needed to service classifications. This issue i s discussed further in section 6.12 ð resilience expenditure.  

1.4. Supporting documentation  

AusNetõs Regulatory Proposal has been prepared with reference to the following documents:  

¶ Appendix 1A ð Cost Allocation Methodology  

¶ Appendix 1B ð Service Classification Proposal  

¶ Appendix 1C - Related Party Arrangements ; and  

¶ Appendix 1D ð Capitalisation Policy .  

Further supporting material, which is specific to individual aspects of the proposal, are listed in the relevant sections 

of the proposal document . 

 

 

 

6 AER, Framework and Approach, July 2024. Available here . 

AusNetõs distribution services 

Direct control (revenue & price regulated)  Negotiated  Unregulated  

Standard control  Alternative control  

Common distribution 

service  

Bulk or boundary supply 

point metering  

Standard & negotiated 

connection services  

Public lighting services  

Type 5, 6 & 7 metering 

services  

Network ancillary 

services  

Basic connection 

services  

No services proposed  Unregulated distribution 

services (e.g., leasing of 

space on assets)  

https://www.aer.gov.au/system/files/2024-07/AER%20-%20Final%20Framework%20and%20Approach%20-%20Victorian%20electricity%20distribution%20determinations%202026-31%20-%20July%202024.pdf
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2. Customer engagement & 

research  

2.1. Key points  

¶ The engagement and research underpinning this Revenue Proposal is the most extensive we have undertaken 

for a price review, by a significant margin. This was important to us as the decisions being made in this regulatory 

period ð around our role in the tra nsition to net -zero emissions, preparing for extreme weather events and many 

more ð will have a significant impact on our customersõ lives in the upcoming regulatory period and beyond . 

¶ Our Regulatory Proposal includes higher levels of expenditure to enhance existing services and introduce new 

ones in response to our customersõ evolving needs and expectations. This includes investment in some areas that 

are high priority for our customers  and that they are willing to pay for (e.g. reliability improvements), but have not 

historically formed part of ex ante expenditure proposals or been incentivised through existing service standard 

schemes leading to adverse outcomes for customers. This has  necessitated rigorous engagement and research 

to test different price and service level trade -offs with our customers, and provide the AER with the information it 

needs to ensure its decision -making aligns with our customersõ preferences and long-term int erests.  

¶ Our engagement approach has met, and often exceeded, all requirements in the AERõs Better Resets 

Handbook, which outlines the AERõs expectations of networksõ approach to engagement. 

¶ Our engagement and research program has included:  

o Extensive customer research, hearing from over 16,000 customers via 17 unique studies , and  

o A broad program of engagement, totalling over 150 formal engagement hours with customers and other 

cohorts via workshops, forums, one -on -one meetings and others . 

¶ An additional 240 formal hours (and many more informal hours) of detailed discussion time with our 6 Customer 

Panels, debating the outcomes to be achieved for each of our Tariffs & Pricing, Electricity Availability, Future 

Networks, Benchmarking & Opex and  Customer Experience workstreams, supported by a Research & 

Engagement Panel and a Coordination Group tasked with an overarching governance and coordination role in 

the engagement program.  

¶ In addition to engaging on the contents of our proposal, we have engaged extensively on the design of the 

engagement program itself. This includes co -designing the engagement plan via a workshop in mid -2022, 

collaborating with our Panels on the topics and agendas for meetings and establishing a Research & 

Engagement Panel at the request of customer advocates, with whom we engaged on the design of several key 

research and engagement activities.  

¶ We acknowledge that some customers, customer advocates and other stakeholders do not support every 

aspect of this proposal for a variety of reasons, including that weõre doing too little (and theyõre willing to pay 

more for a higher level of service), that  weõre doing too much (and itõs too expensive), or that our plans include 

spending on an activity they donõt personally see value in. Where we have heard dissenting views and trade-

offs, we have acknowledged these through the proposal.  

¶ Notwithstanding this, we strongly believe our proposal strikes the right balance between service levels and costs 

in the 2026 -31 period, while setting us up to deliver the outcomes customers want and expect longer -term. This 

balance has been determined on a wide range of quantitative and qualitative engagement and research 

activities, and deliberations with our Panels to select approaches taken in this proposal. The Coordination 

Groupõs report on our Draft Proposal recognised the strong role our research and engagement activities played 

in driving our proposal, and we await their comments on this Revenue Proposal.  

¶ We believe it is important customers are given the opportunity to participate in the regulatory reset process and 

have their say on our proposal. We published our Draft Proposal in September 2024 and extensively promoted 

that document for consultation and the channels available for customers to provide feedback. Our promotion 

of the Draft Proposal and opportunity to provide feedback on it reached over a million people in AusNetõs 

distribution area.  
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Table 2-1: Our engagement program by numbers  

Source: AusNet  

 

Figure 2-1: AusNet panel members with AusNet staff on site in the Dandenongs  

 

Source: AusNet   

Over 240 hours  
in deep discussion with our 6 Customer 

Panels & Coordination Group  

Over 150 

hours  
of EDPR-specific engagement 

with customers, communities 

and other key groups  

  

More than 

16,000 
people shared their views, 

experiences, needs, & aspirations 

via 17 unique research activities  

  

22 
focus questions guided discussion & 

exploration of key topics, to ensure laser 

focus on customer outcomes  

1,000,000+ 
customers reached during 

engagement on our Draft 

Proposal  

3 

intensive 2 -day 

forums   
with all EDPR Panel members, 

AusNet board members and staff, 

and AER and Victorian Government 

staff.  
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2.2. Chapter structure  

The structure of the remainder of this chapter is as follows:  

¶ Section 2.3 : Our engagement approach  

¶ Section 2.4 : Outcomes of our engagement activities  

¶ Section 2.6 : Our proposal was òstress testedó via public consultation process 

¶ Section 2.7 : Our plans for post -lodgement engagement , and  

¶ Section 2.8 : Supporting documentation . 

 

2.3. Our engagement approach  

This chapter outlines our approach to inclusive and evidence -based engagement and research process. We have 

remained committed to sincere, effective, open and honest customer engagement over the two years we have 

been engaging on this Revenue Proposal to develop plans that reflect long -term interests of customers.  

This chapter focuses largely on our engagement process ð what we discussed, how and with who m. 

For the overall proposal and specific elements, feedback has largely been neutral to positive, with small proportions 

of customers willing to accept lower levels of service for lower prices, or asking for higher levels of service with a 

willingness to pay more for them. We did not, and do not think it realistic to expect, that we can achieve 100% 

satisfaction or agreement with any or all aspects of our proposal.  

The remaining chapters reflect the outcomes of our engagement process ð that is, the network plans that have been 

developed using outputs from our engagement process and understanding of customersõ long-term needs, 

preferences and other interests and the v ariation within them, as well as the expectations of the Australian Energy 

Regulator and Victorian Government.  

2.3.1. Our extensive business -as-usual engagement and research 

enabled our price review engagement to start off a higher base  

Listening to customers is something we do all the time ð not as a one -in-five -year event when we need to develop 

our proposals for the Australian Energy Regulator. We conduct around a dozen research studies each year on 

regular or one -off topics. In addition we have several standing customer fo rums, account managers for key 

customers and segments, and engagement professionals working on the delivery of day -to -day services and major 

projects. We also participate in trials and research projects with universit ies, social service organisations and other 

partners. These activities give us regular and robust insights on our customersõ experiences and preferences and how 

they are changing over time.  

We have leveraged these insights in this engagement program and as a result, our 2026 -31 engagement has started 

off a much higher base than in previous regulatory reviews. We largely knew what our customers were thinking 

about, how their needs and prioriti es were shifting, and the emerging issues they were wanting to talk about in more 

detail. Our price review -specific research and engagement program enabled deeper, quantitative and qualitative 

explorations of customer needs and priorities to select the rig ht cost vs service level balance. This included exploring 

willingness-to -pay for different service levels (such as reliability).  

2.3.2. Customers collaborated on our initial engagement design and its 

evolution  

Our high -level approach to research and engagement for EDPR 2026 -31 was developed in collaboration with our 

Customer Consultative Committee, EDPR 2021 -26 engagement participants, government representatives and other 

key stakeholders via a workshop in Octob er 2022. Our strategy, principles and engagement model were refined at 

this forum, and we collaborated -to -empowered customers to select the topics for engagement, the design and 

terms of reference for a Stakeholder Reference Group (SRG) and series of panel s, and activities to support their 

deliberations in a broader engagement program. The initial engagement plan was published for public consultation 

in December 2022. It was treated as a living document, and the engagement plan was formally updated three ti mes 

through the process.  
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It was decided that our customer engagement program should focus on topics and issues that are meaningful to 

customers and where customers can meaningfully impact outcomes. This includes new expenditure categories such 

as resilience, areas where customers are seeking outcomes above minimum compliance standards such as reliability 

for worst -served customers, and novel proposals identified by AusNet for testing such as how to efficiently connect 

more renewables.  

Given this, we acknowledge not all detailed aspects of our proposal have been engaged on, though the proposal 

as an overall package has.  

The engagement approach evolved and expanded enormously through the process, largely driven by the wishes of 

the customer advocates involved in the process. AusNet was highly responsive to requests for more meetings, more 

analysis and additional conversati ons on topics. This included a restructure of the Panels early in the process to a 

model that better fit our engagement objectives.  

Our approach incorporates and builds on the extensive customer engagement and research  we do in our day -to -

day activities. To strengthen our process and ensure weõre respecting the extensive contributions customers and 

others are already providing to AusNet, insights and data already gathered have  been brought into the EDPR 

engagement process.  

Figures 2-2 to 2-5: Collaborating on the engagement program design and evolution in 2022, 2023 and 2024   
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2.3.3. Overview of our key engagement activities  

Table 2-2: Summary of our deep and broad engagement  

Deep engagement  

with our 6 panels and Coordination Group has 

determined the approach taken to key elements of 

our proposal  

Broad research and engagement  

involving over 16,000 customers and other 

stakeholders has supported the deliberations 

of our panels  

We established a set of customer panels ð a new approach 

AusNet has taken for engagement on a price review ð to 

engage deeply on the outcomes to be achieved in the 

proposal.  

Broad research and engagement have informed 240 hours 

of deliberation by our panels on the right cost vs service 

level balance to be achieved in the proposal.  

Our 6 customer panels:  

¶ Covered 6 workstreams: Future Networks, Tariffs & Pricing, 

Benchmarking & Opex, Customer Experience, Electricity 

Availability, and Research & Engagement.  

¶ Involved 22 customers and advocates, with most sitting on 

multiple panels. Membership is aligned to expertise and 

interest areas  

¶ Collaborated on 22 focus questions  that defined their 

remit and determined meeting agendas, and clearly link 

the outcomes of our engagement program with the 

inclusions in this proposal. We empowered the panels to 

tell us what information they wanted to consider when 

answering the focus que stions, which informed the 

agendas for meetings.  

¶ In answering the focus questions, considered things 

like current and desired states, including customersõ 
current experiences, needs, expectations and willingness 

and capacity to pay for improvements (or save for 

degradations), regulations and frameworks, government 

objectives and directions, various options and  service 

levels, and many other factors as relevant.  

Our Coordination Group:  

¶ Has had an overarching governance and alignment role 

in the engagement program, including identifying and 

resolving conflicts, overlaps and value -stacking 

opportunities between workstreams  

¶ Comprises a Chair and one representative ð a Panel Lead 

ð from each of the 6 workstreams  

¶ Engaged on key topics not addressed by the workstreams, 

such as the regulatory building blocks and price path  

¶ Authored an independent reports on the Draft Proposal 

and this proposal.  

The purpose of our broad engagement and 

research was to give more customers and 

stakeholders an opportunity to engage and hear 

the views of many to inform the detailed 

deliberations of our panels.  

¶ 20 customer workshops  across 4 rounds in 

Wangaratta, Epping, Morwell/Traralgon & online 

(2) with more than 100 customers  

¶ 9 joint network forums  on opportunities for joint 

engagement (1), vulnerability (2), resilience (1), 

framework & approach (2), tariffs & pricing (3)  

¶ Quantifying Customer Values study  interviewing 

120 customers and surveying 3,527 customers.  

¶ Major customer engagement  via 1 forum and 

13 meetings  

¶ 2 council forums on the overall proposal and 

public lighting   

¶ Customer segmentation research  involving 3,263 

customers  

¶ Energy sentiments research  with 400 business 

and residential customers every 6 months  

¶ Customer satisfaction (C -Sat) research 

conducted monthly on customersõ experiences 

with planned and unplanned outages, new 

connections and complaints  

¶ Community interviews  conducted by panel 

members  

¶ Generation developers surveyed and 

interviewed  

¶ Digital Energy Futures  study involving 200 AusNet 

and Ausgrid customers  

¶ Community Hub  online engagement pages 

received thousands of views  

¶ Public engagement on the Draft Proposal  

reaching over 1 million customers and receiving 

feedback from over 200 customers via formal 

submissions, in customer workshops or in 

meetings.  

Source: AusNet  
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2.3.4. Our engagement program meets the AERõs requirements for 

nature, breadth and depth, and clearly evidencing the impact of 

engagement  

The AERõs Better Resets Handbook describes their expectations of networksõ engagement outcomes with respect to 

a) the nature of engagement, b) the breadth and depth of engagement and c) clearly evidenced impact of this 

engagement. Our engagement program has been designed to align with these expectations while remaining 

flexible and responsive to participant needs.  

We have responded to each of the AERõs engagement program requirements below. 

Table 2-3: How we have met the AERõs Better Resets Handbook requirements 

The AERõs 

requirements  

How we have met this requirement  

a) Engaging the right way  

Sincere 

engagement  

¶ Our program has had the strong support of the AusNet Board and senior leaders, who participated 

in and/or observed almost all engagement activities.  

¶ Our engagement program has been well -resourced, co -designed with customers, and evolved 

considerably with their input during the process. The considerable changes made based on 

participant feedback included a restructuring of the panels in mid -2023 and a s ignificant increase 

in planned panel meeting time.  

¶ We resource a robust business -as-usual research and engagement program that enables more 

informed, transparent and nuanced discussions.  

¶ There are many examples of expenditure categories and engagement activities that came from 

our customers and other advocates, such as reliability for worst -served customers, voltage 

management and support for key organisations and communities.  

¶ We provided panel members with access to confidential and sensitive information on many 

aspects of our performance, operations and operating environment.  

Treating 

consumers as 

partners  

¶ We engaged consumers from the very beginning of the revenue proposal process, working with 

them at every stage of our planning. Research and engagement with customers to inform key 

decisions has been embedded into our ways of operating. Our research progra m is unique among 

networks and equips us to track trends and understand customersõ preferences and variation within 

it in a more nuanced and robust way  than can be done with engagement alone.  

¶ We collaborated with customers on the target level of influence they wanted to have on the 

outcomes included in this proposal with respect to each workstream.  

¶ The engagement approach evolved and expanded enormously, largely driven by the wishes of 

the customer advocates involved in the process. AusNet was highly responsive to requests for more 

meetings, more analysis and additional conversations on topics. This included a restructure of the 

Panels early in the process to a model that better fit our engagement objectives.  

¶ We have invested heavily in upskilling customers and other advocates to be effective 

representatives of customers on the details of our proposals, over a long period of time. Many of 

the customers and advocates engaged in this process have a long history w orking with AusNet, 

enabling them to challenge us more deeply and on a wider range of matters.  

¶ We also held workshops with groups of customers that better -reflect AusNetõs broader customer 

base ð that is, those who are not especially interested in or knowledgeable about energy matters, 

but who have views and can comment on what feels and sounds righ t for, and the expectations of 

customers. Their contributions were invaluable and complemented our customer panels well. We 

checked in with them at 4 key stages in the planning process.  

Equipping 

consumers to 

engage  

¶ We prepared detailed pre -reading packs for panel meetings that were sent in advance. Panel 

members were paid to prepare for meetings and to engage with each other via online Padlet  

boards prior to meetings.  

¶ We prepared a weekly bulletin to keep our panel members and key stakeholders informed on 

developments in the engagement process, changes in our operating environment, opportunities to 

engage, materials available for review, and other items of interest to t he group.  

¶ We re mun erated participants for their time to incentivise involvement and ensure financial 

capacity was not a barrier to their involvement. Some panel members chose to donate their 

remun eration, and a very small number elected not to be paid.  

¶ We shared extensive research and engagement from multiple sources to help panel members form 

their own opinions and participate in deeper and more nuanced discussions ð for example, 

tracking and sharing how customersõ feedback has changed over time and providing multiple 

data sources on many topics. Through research we hear from many customers, which is highly 
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valued by our customers and advocates whose role it is to represent their interests in discussions on 

the detail.  

¶ We appointed many customers to our panels who are well -connected to communities, who have 

lived experience as AusNet customers and a strong personal interest in achieving great outcomes 

for their communities. Their participation complemented that of longer -standing and professional 

customer advocatesõ contributions, who were well-equipped to challenge on more detailed 

and/or historical matters, and bring insights from other jurisdictionsõ processes. 

¶ We paid panel members to observe and debrief on broad engagement activities, such as 

customer workshops and webinars.  

¶ We encouraged participants to engage directly with customers and communities and seek 

additional information/viewpoints beyond what we provided.  

¶ The Coordination Group was given a fund to spend at its discretion on research and engagement 

activities to support them in being effective advocates for AusNet customers. The Coordination 

Group developed its own governance framework for the fund, which su pported approximately 100 

hours of additional member -initiated research with AusNet customers.  

¶ Panel members were encouraged to submit topics and/or questions for various research and 

engagement activities we were undertaking, to support their deliberations.  

¶ We provided opportunities for our panel members to see and hear new customer perspectives. This 

included face -to -face meetings in different areas of the network, visits to areas impacted by 

extreme weather events, some guest speakers and a visit to a major  customer site.  

¶ We encouraged and responded to extensive requests for more information or analysis, more 

resourcing and more engagement sessions.  

Being 

accountable  

¶ Most of our engagement was observed by at least one member of the AERõs Consumer Challenge 

Panel (CCP) and various members of the AERõs project management and technical teams. 

¶ Our engagement outcomes and materials have been published on our Community Hub page, 

and we have been publicly sharing summaries of key meetings and activities throughout the 

engagement process. We have also kept advocates and stakeholders up -to -date with what we 

are working on via weekly bulletins.  

¶ We engaged experienced advocates who have been able to keep us accountable to 

commitments and plans made  in the past.  

¶ We acknowledge that not all of our engagement and research activities have been subject to the 

same level of scrutiny or co -design ð particularly those undertaken prior to the formal 

commencement of our price review engagement, as well as certain business -as-usual activities 

that have informed this process. While we see great value in a co -designed and closely scrutinised 

approach, implementing it universally across all our engagement and research activities is 

inherently resource -intensive. Doing so would inevitably constrain the scope and breadth of 

engagement we can undertake and negatively impact the quality of our more operational 

engagement and research activities.  

¶ Where our engagement and research has not been closely scrutinised we have sought to uphold 

accountability and build trust through alternative measures, such as presenting longitudinal data, 

engaging experienced advocates who can provide continuity and ins ights, leveraging the 

expertise of our staff, and fostering confidence in the process through clear and open 

communication and welcoming challenge. We remain committed to finding the right balance 

between rigorous engagement and the practicalities of deliv ering meaningful and timely 

outcomes for the communities we serve.  

¶ We have also regularly sought feedback ð informally such as through conversations and emails, 

and more formally such as through surveys ð on our engagement approach. We have held 

ourselves to continuous improvement and adjusting our approaches to suit the preferences of our 

participants. We recognise the engagement process canõt be optimised for any one individual, so 

have sought to make improvements that deliver the overall best approach for each engagement 

ògroupó. We acknowledge that some feedback and suggestions have not been implemented  

because they are not in line with the preferences of the majority who would be impacted by a 

change, or are not practical for us to achieve.  

 b) Achieving breadth and depth of engagement  

Accessible, 

clear and 

transparent 

engagement  

¶ For every engagement activity, we clearly described the purpose, scope, and the parameters 

within which decisions could be influenced, helping participants understand their role and the 

potential impact of their contributions. We also clearly communicated any constr aints or limitations 

that affected the boundaries of influence and the outcomes that can be achieved, including 

government policy or precedent, existing feedback and insights from customers, to help 

participants understand the boundaries of influence.  

¶ We published engagement plans and our engagement outputs on our Community Hub site, to 

help those who are not directly involved in activities stay abreast of the process and participate if  

they choose . 
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¶ Preparation time was provided, particularly for our panel meetings, enabling participants time to 

review information, seek clarification, and provide thoughtful feedback, particularly on complex or 

technical issues.  

¶ Materials were prepared with the audience in mind, and with input from experts and people from 

the target audience where practical (noting this is often not practical). We focused  on accessibility 

and clarity of the materials, which is particularly important but also especially challenging for more 

complex matters. This included efforts to use plain language, visual aids, explainers, providing 

additional background material, and op portunities to seek clarifications (including for our panels, 

one -on -ones wit h the AusNet team prior to meetings) support participant understanding of 

technical topics. We also encouraged our panel members to learn from each other.  

¶ Engagement opportunities were promoted extensively and at various stages of the process , 

variously through social media (Facebook, LinkedIn and TikTok), our Community Hub site,  and  email 

updates to reach a broad audience.  

¶ We welcomed feedback throughout the process via a range of formal (e.g. surveys before/after 

engagement activities, submissions online, via email or in writing) and less formal channels (e.g. 

phone conversations, meetings).  

¶ Wherever possible we provided a clear timeline of the EDPR process at the outset and updated it 

throughout, give participants visibility and predictability. We acknowledge some may have liked 

more certainty and we could have been clearer, but it is advanta geous to maintain flexibility in 

many areas to help the engagement program stay relevant and responsive to participantsõ input. 

Consulting on 

desired 

outcomes and 

then inputs  

¶ We acknowledge that the outcomes to be achieved in the proposal are tempered, necessarily 

and importantly, by what customers are willing to pay (i.e. what is value -for-money) and have 

capacity to pay (i.e. what is affordable). After initial exploration of desired outcomes, finding the 

right balance of cost vs service level requires bouncing between desired outcomes and input for 

achieving it throughout the process, so they were not completely separated.  

¶ Our ongoing research program (including our Energy Sentiments and customer satisfaction [C -Sat] 

tracking research) provides insights on the gaps between current and desired expectations and 

customer needs, which we regularly disclose information on and eng age with various forums on, 

and informed the early planning stages for our proposalõs overall strategy and our engagement. 

¶ Very early in the process we collaborated with the then -SRG on an Aspiration for this revenue 

proposal setting a clear, high -level objective for everything to be achieved beneath it.  

¶ Supporting early -stage engagement including our Round 1 customer workshops focused on broad, 

long -term outcomes, enabling a deeper exploration of priorities like reliability, affordability, 

sustainability, electrification of everything, customer service an d how customersõ needs and 

expectations are changing or may change over time. Our participation in the four -year Digital 

Energy Futures  partnership with Monash University, Energy Consumers Australia and Ausgrid 

provided a framework for thinking about house holds of the future and was very useful in our early 

planning.  

¶ Our Quantifying Customer Values study was an integral piece of work to robustly test customersõ 

willingness to pay for service level improvements (and willingness to save for degradations), to help 

inform the selection of the right cost vs service -level ba lance.  

¶ Collaborating on 22 focus questions with our panels clearly guided our exploration of outcomes to 

be achieved in the next layer of detail down from the Aspiration, and selecting an appropriate 

option (inputs) to achieve that outcome. Customer workshops wer e used to bring a wider range of 

view in and inform the panelsõ discussions, and act as a check-and -balance for the panelsõ 

outputs.  

Engaging via 

multiple 

channels  

¶ To gain a well -rounded understanding of consumer preferences, we adopted multiple 

complementary engagement methods, including customer and advocate panels, customer 

workshops, webinars, surveys, forums, interviews, and one -on -one discussions. Engagement 

methods were selected to match the nature and complexity of each topic, participantsõ 

preferences and meet various accessibility needs.  

¶ Importantly, we engaged on key concepts via multiple channels, recognising that different 

methodologies have different strengths (and weaknesses), and are better (and worse) for reaching 

different groups. On the topic of resilience, for example, we worked with our Electricity Availability 

Panel to determine the package in this proposal but their deliberations were informed by 15 other 

sources of customer insights on resilience. In another example, our Quantifying Customer Values 

research was excellent at ga thering the views of many and giving us robust quantitative data, but 

testing the same concepts qualitatively in our Round 2 Customer Workshops validated the findings 

and provided insight into the thought patterns of customers that explain the QCV results.  

Consumersõ 

influence on 

the proposal  

¶ Our 6 customer panels and Coordination Group were charged with deliberating on the selection of 

key inclusions for their respective workstreams in this proposal, with the broader engagement 

activities designed to support them. As such, the òhighestó level of influence sat with our panels.  

¶ We collaborated on the òaverageó level of engagement on the IAP2 spectrum to be achieved by 

each panel, and made it clear what the parameters for negotiating were.  
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¶ All participants, across activities including workshops and surveys were made aware of how their 

feedback was being used. Our panels, customer workshop participants and engaged large 

customers have had a clear line -of -sight to the proposal development thro ugh the process.  

¶ Our panel meetings included costed options for the panel to select from wherever practical. Our 

third all -panel 2 -day off -site in August 2024  focused  selecting a bundle of inclusions for the proposal  

from a set of options , clearly linking the our engagement and the overall balance of this proposal . 

This session was observed by an AER board member, a range of staff and two CCP members, along 

with Victorian Government representatives.  

¶ Participants were actively encouraged (and many did, particularly in the panel setting) to 

challenge assumptions, processes, and methodologies underpinning the proposal.  

c) Clearly showing how customers have impacted this proposal  

Linking our 

proposal to 

consumer 

preferences  

¶ The inclusion of novel expenditure categories, customer commitments and advocacy 

commitments is evidence of the openness we have had to reflecting customersõ interests in the 

proposal and innovating within the regulatory framework to develop a proposal that responds to 

their needs and preferences.  

¶ Evidence of the link between customer preferences and our proposal can be found:  

o embedded throughout the proposal in the relevant chapters  

o in the supporting document on answers to focus questions, and  

o in the independent report authored by the Coordination Group on the 

engagement process and extent to which customersõ preferences are reflected 

in the Draft Proposal  published October 2024, and  

o in other submissions received on the Draft Proposal , and from our customer 

workshop participants.  

Independent 

consumer 

support for the 

proposal  

¶ We are proud to have published a draft plan for public feedback in September 2024 that was 

developed with an extensive research and engagement process.  

¶ Feedback received on the Draft Proposal  shows broad support for the proposal and the overall 

balance of cost and service levels it delivers, noting we have made some adjustments to this 

proposal based on feedback received during this consultation. This includes resolving some areas 

for further engagement with our panels in November 2024 and making some affordability 

adjustments where they do not significantly impact outcomes for customers, noted in the Executive 

Summary.  

¶ Specific feedback from customers on our draft plan, which can broadly be taken as feedback on 

this proposal, can be found:  

o throughout this proposal, alongside our proposed plans and the rationale for 

them  

o in the Coordination Groupõs report on the extent to which the Draft Proposal  

reflects customersõ preferences, noting the Coordination Group will submit 

another report on this proposal to the AER in or around March 2025  

o in the Round 4 customer workshop report, which focused  on òstress testingó the 

Draft Proposal , and  

o in the submissions received on the Draft Proposal , which have been published on 

Community Hub and summarised in section 2.5.3.  

¶ We acknowledge that our proposal is not unanimously supported. There are some customers and 

stakeholders who think we should be proposing a different balance (either higher or lower) of 

service levels and costs, and there are trade -offs to be made in every  decision on who pays and 

who benefits. We do strongly believe our proposal is in customersõ long-term interests and that the 

feedback received on it, noting there are varying views between and within groups, supports this.  

Source: AusNet  
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2.4. Outcomes of our 

engagement activities  

This section provides an overview of outcomes from key engagement 

activities referred to throughout this proposal. It is not an exhaustive list 

of engagement activities or feedback received.  

2.4.1. Energy Sentiments tracking research  

Energy Sentiments is a bi -annual survey that provides strategic insights 

into customer attitudes, behaviours, and trends across AusNetõs 

electricity and gas networks. It tracks how customer sentiments evolve 

over time and gathers feedback on emerging prior ities and initiatives 

under consideration. Every Autumn and Spring, 300 residential and 100 

business customers on our electricity network complete the survey, with 

a matching sample for gas customers.  

Topics include customer perceptions of AusNet and the broader energy 

industry, experiences with different aspects of gas and electricity supply, 

and energy behaviours and future intentions. It is higher -level in nature 

and complements more specific and one -off research and 

engagement we do.  

Energy Sentiments is a business -as-usual program for us, but to enhance 

its usefulness for this process we invited customer advocates to 

contribute questions on topics they wanted explored or questions they 

wanted to put to customers. For example, in Autum n 2024, we 

introduced new questions on customer intentions around load shifting 

based on panel membersõ input.  

2.4.2. Customer segmentation  

Our innovative customer segmentation research combined behavioural and attitudinal insights (via a survey of 3, 263 

customers) with actual usage patterns from smart meter data for the first time.  

We now understand how households are interacting with the network (i.e. usage patterns), and the relationship 

between household demographics, characteristics and motivations, and their usage patterns.  

Findings have been used in our demand forecasting approach for the EDPR 2026 -31 and to inform aspects of our 

pricing and customer communications proposals . We shared the results of this study broadly across industry and 

government via several tailored webinars. It was also used in engagement with our customer panels, particularly to 

inform deliberations on fair and equitable tariff design and CER strategies.  

The initial study was completed in early 2023. Updated analysis of usage profiles completed in December 2024 shows 

the study remains relevant, with the only material change in usage profiles being significant shrinkage of the Day -

time actives segment. The key findings of the customer segmentation study are outlined in section 3.5.2.  

2.4.3. Major customer engagement  

We have engaged extensively with commercial and industrial customers to inform the development of our proposal. 

As large users with complex needs, these customers interact with AusNet regularly, making their insights particularly 

unique and valuable. Our l arge customers span a diverse range of industries, including agriculture, paper processing, 

water supply, chocolate manufacturing, healthcare, and grocery distribution, among many others. While their 

energy needs and expectations vary, many are navigating their own decarbonisation journeys, with some 

electrifying operations and investing in medium -scale electricity generation.  

Through this process, we have gathered feedback from commercial and industrial customers on key topics such as 

energy priorities, tariffs and pricing, customer experience, reliability and resilience, and planned outages. Our 

engagement approach has largely been designed with the support of the Energy Usersõ Association of Australia 

who:  

¶ Collaborated on the discussion guide for meetings with commercial and industrial customers  

¶ Assisted with the design of a commercial and industrial customer forum in December 2023, and  

The Coordination Groupõs 

perspective on AusNet initiated 

research  

In their report on our draft proposal, 

the Coordination Group provided 

the following comments on our 

research:  

òThe Coordination Group 

acknowledges that AusNet has 

invested considerably in its business -

as-usual research program and has 

shared the findings of this research 

with panel members to help inform 

their views. AusNet has also 

continued to invite panel membe rs 

to seek more detailed analysis of the 

research and even suggest further 

research. Although panel members 

generally considered they had 

sufficient information, we commend 

AusNet for the offer and 

responsiveness to our queries. ó 
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¶ Provided advice on the approach to tariff engagement with commercial and industrial customers in 2024.  

Additionally, several large customers participated in interviews conducted by the Research & Engagement Panel 

and other panel  members, who reported their findings to us and their peers.  

These insights have been incorporated into panel discussions and have directly influenced many aspects of our 

proposal, helping to shape plans that reflect and balance the needs of all our customer cohorts.  

2.4.4. Quantifying Customer Values research  

AusNet conducted the Quantifying Customer Values (QCV) research to 

measure the value customers place on a range of benefits not currently 

reflected in traditional investment decisions and to provide a more up -to -date 

value of customer reliability (VCR). Th e study was co -designed with research 

experts Lewers and the Research & Engagement Panel, and included a 

qualitative research stage to inform the survey design. The research has 

provided robust, quantitative insights into customersõ priorities, and assigned 

tangible values to inform cost -benefit assessments and trade -off discussions.  

Our study is the largest of its kind in the National Electricity Market, with 3,527 

residential and business customers completing the online survey.  

The research had two key components:  

¶ Value of customer reliability and resilience, measured with a contingent 

valuation study and a choice model, and  

¶ Broader benefits quantification for five services: flexible EV charging; 

enabling solar exports; improving reliability for worst -served customers; 

avoiding (or experiencing) a one -hour outage; and avoiding (or 

experiencing) one 24 -hour outage.  

This was measured via:  

¶ Willingness to pay (for individual service improvements)  

¶ Willingness to accept (service degradations) , and  

¶ Willingness to pay for a bundle of services, providing an important check 

for overall value -for -money and affordability in the context of the 

proposal.  

2.4.4.1. Key findings  

The Quantifying Customer Values study told us:  

¶ Customers valued reliability considerably higher (almost double) compared to the AER's VCR at the time. The 

AER has since refreshed its VCR calculations which is similar to our studyõs finding, which accounts for changes in 

sentiment and more up -to -date va lues of unserved energy.  

¶ Both households ($37.56pa) and businesses ($118.56pa) attach a positive value to having flexibility in speed and 

timing of EV charging, and there is reluctance to accept managed charging  

¶ Customers value ònot wastingó solar (their own and othersõ), above economic levels. Both households 

($52.26pa) and businesses ($197.74pa) attach a positive value to investing to enable more solar exports.  

¶ Both households ($55.65pa) and businesses ($224.28pa) attach a positive value to improving reliability for worst 

served customers. We did not test a degradation case (i.e. de -investing for more outages).  

¶ Both households ($31.68pa) and businesses ($173.04pa) attach a positive value to reduce one 1 hour -long 

unplanned outage per year.  

¶ Customers value resilience above all other services tested, across all demographics. Both households ($73.44pa) 

and businesses ($293.16pa) attach a positive value to reducing one 24 -hour -long unplanned outage per year.  

¶ Customers are open to cost sharing even where they donõt directly benefit, including on improvements for worst 

served customers and solar exports  

¶ Willingness to pay for the bundle of services increases with both capacity to pay (for households) and size of 

business (for business), but is positive for all demographic groups. Even those households who say they cannot 

meet basic expenses are willing to  pay for the bundle of service improvements, at $114.40 per year (compared 

to the network average $135.12 per year and those who live comfortably at $143.50 per year)  

Designed in collaboration 

with the Research & 

Engagement Panel  

A working group comprising 

the Research & Engagement 

Panel and Mark Grenning 

collaborated with AusNet on 

many aspects of the 

Quantifying Customer 

Values study design.  

The Coordination Groupõs 

report states: òOverall, the 

R&E panel considers its 

engagement with AusNet in 

shaping the QCV research 

was timely, sincere and 

transparent. While AusNet 

led the project, the way the 

R&E panel worked with 

AusNet in the projectõs 

development was largely 

collaborative. òRefer to the 

Coordination Groupõs report 

for more details on how the 

Panel was engaged in the 

design.  
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¶ Customers see the value in investing in improved services while still being concerned about affordability. Some 

respondents are not willing to pay for any improvements, however almost all customers expect significant 

compensation for service degradations  

¶ Using the AERõs methodology for calculating the Value of Reliability is not suitable for calculating a Value of 

Resilience (long duration outages), due to the high value of unserved energy.  

2.4.4.2. Validating and applying the findings  

To enhance confidence in the findings, the QCV research was complemented by qualitative engagement in our 

Round 2 customer workshops, where the same concepts were explored using a different methodology. Despite 

varied individual opinions, the findings from  both approaches were highly consistent. A peer review was conducted 

by Scott McLean, Fellow of the Australian Research Society, to test the robustness of the study and validity of the 

results. 

The panels and Coordination Group collaborated extensively on the decision of how to apply the results in the 

proposal.  

The outputs of the QCV study have been applied throughout this proposal and in business cases, helping  to  guide 

decisions on service levels, network reliability, support for worst -served customers, and investments in EV charging 

and solar exports.  

2.4.5. Customer workshops  

The customer workshops were a key component of AusNetõs grassroots 

engagement strategy, complementing other research and engagement 

initiatives. These workshops aimed to gather diverse perspectives from a 

broad cross -section of AusNetõs customer base, focusing on 

understanding trends in sentiment, exploring a breadth of views, and 

generating ideas.  

The purpose of the workshops was to build an understanding of 

overarching themes and diversity within customersõ experiences, 

priorities, and expectations across various aspects of electricity use and 

services, and to test and refine elements of the propos al.  

While not decision -making forums, the workshops provided critical 

insights to inform higher -level deliberations by the Panels (aligned with 

upper levels of the IAP2 spectrum). Approximately 120 customers were 

engaged across the four rounds. Workshops were held in each of 

Morwell/Traralgon, Wangaratta, Epping and two online, with four  

focused  on residential customers and one focused  on business.  

The workshops were planned in collaboration with our Research & 

Engagement Panel and our facilitators, SenateSHJ. Professional recruiters, 

Focus People, recruited and selected to represent a broad cross -section 

of AusNetõs customer base. We recorded a very low attrition rate across 

the process, with less than 9% of participants from Round 1 not present in 

Round 4.  

Nearly all participants felt heard during the discussions, with 97% 

agreeing the format allowed them to contribute effectively, and 83% 

agreeing (50% strongly agree, 33% agree) that AusNet took their feedback seriously.  

The reports from the 4 rounds of workshops and participantsõ feedback are provided as supporting documents. The 

table on the next page summaries the details and key themes from the four rounds of workshops.  

Figures 2-6 to 2-8: Photos from customer workshops in Traralgon, Epping and Wangaratta  

  

Designed in collaboration with the 

Research & Engagement Panel  

AusNet worked with the Research & 

Engagement Panel to design many 

aspects of the overall approach and 

the 4 rounds of customer workshops.  

The Coordination Groupõs report on 

our draft proposal states: òOverall, the 

R&E panel considers its engagement 

with AusNet in shaping the customer 

workshops, regardless of the 

outcomes, was timely, sincere and 

transparent. While the customer 

workshops were initiated and led by 

AusNet, the way the R&E panel 

worked with  AusNet was largely 

collaborative.ó 

Refer to the Coordination Groupõs 

report for more details on how the 

Panel was engaged in the design, 

and for their reflections on the 

workshops.  
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Table 2-4: Summary of key themes from the four rounds of customer workshops  

 Round 1  Round 2  Round 3  Round 4  

Focus Higher -level 

conversation about 

customersõ use of 

electricity and their 

plans for the future.  

Priorities, balance of 

costs and services, and 

how costs of 

improvements to service 

levels should be shared. 

Qualitatively tested the 

same themes as the 

Quantifying Customer 

Values study.  

Customer services, 

customersõ propensity to 

change electricity use, 

information and/or 

incentives needed to 

change. Some also spoke 

about the major outage 

events in February 2024.  

Sharing and ôsense checkingõ 

the Draft Proposal  and key 

elements of it.  

Held  29 August and 6 

September 2023  

10 October and 18 

October 2023  

12 February to 20 March 

2024 

8 October and 15 October 

2024 

Summary 

of key 

themes  

¶ The need to improve 

reliability  

¶ The high cost of 

electricity and low 

value of solar 

¶ Rewards and 

incentives for CER 

are too low  

¶ The networkõs 

resilience to extreme 

weather  

¶ Need for more 

information and 

support on energy 

matters  

¶ A need for 

standards and 

guarantees for CER  

¶ The sector not being 

lack of 

preparedness for 

and speed of the 

transition to all -

electric and 

renewables.  

 

 

 

 

 

 

 

 

 

 

 

¶ The need to improve 

reliability and 

resilience, with 

differing views on 

proactive vs reactive 

investments  

¶ Cost -sharing 

preferences for 

improvements, 

including EV charging 

and solar exports, with 

mixed opinions on 

whether costs should 

be socialised or borne 

by beneficiaries  

¶ Strong support for 

enabling EV charging 

and solar exports, 

seen as worthwhile 

investments for 

convenience, 

flexibility, and 

renewable energy 

adoption  

¶ Sensitivity to cost of 

living pressures, 

influencing some 

participants to prefer 

minimal improvements  

¶ The importance of 

innovation to improve 

outcomes, such as 

reducing outages and 

enabling faster repairs  

¶ A desire for 

government to 

contribute to 

financing the energy 

transition, given its role 

in shaping energy 

policy.   

¶ Timely, accurate, and 

accessible information is 

crucial, especially during 

outages  

¶ Continuity in interactions 

with AusNet is important  

¶ AI can complement 

service channels but 

shouldnõt replace human 

interaction  

¶ Better information and 

support during outages 

are needed, particularly 

for vulnerable customers  

¶ Improved communication 

and promotion of existing 

services are needed  

¶ Transparency and 

accountability for outage 

durations and service 

levels are priorities  

¶ Innovative ideas include 

polls for planned outage 

scheduling and staff 

presence in public spaces 

during outages  

¶ Some are willing to adjust 

appliance usage but are 

less flexible with cooking 

and heating  

¶ Public education on 

energy use and tariffs is 

needed  

¶ Peak/off -peak pricing is 

seen as unfair for those 

who canõt work from 

home  

¶ $100-$300 per month is 

expected to incentivise 

behaviour change.  

¶ òCustomers found the 

proposal acceptable, with 

94% rating it adequate or 

better (23% rated it very 

good, 56% good and 15% 

adequate). Generally, they 

supported proposed 

improvements and expect 

accountability and 

evidence of benefits to 

customers.ó 

¶ Strong support for 

improving reliability and 

resilience, especially for 

vulnerable customers, 

though some raised 

concerns about the pace 

of electrification and 

suggested deferring 

certain upgrades  

¶ Positive feedback on 

renewables and net -zero 

goals, but mixed views on 

daytime tariff incentives, 

with concerns about 

limited accessibility  

¶ High support for 

transparent outage 

communication and 

relationship managers, 

alongside requests for 

clearer tariff information 

and expanded messaging 

on energy efficiency and 

storm preparation  

¶ Most found the proposal 

affordable and good 

value, with calls for 

transparency and 

evidence of tangible 

outcomes. Concerns 

remain about affordability 

for vulnerable customers, 

with suggestions for 

subsidies or support 

programs.  
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2.4.6. Joint network engagement  

Beyond our own engagement program, we also participated in working groups and engagement activities with 

Victorian Distribution Businesses Jemena, CitiPower, Powercor and United Energy. These groups have been created 

for joint engagement opportunities, whe re it makes sense to align with other Victorian electricity networks and 

resulted in 9 joint engagement forums on:  

¶ Identifying opportunities for joint engagement , with a forum in late 2022 held prior to the commencement of our 

formal engagement programs, used to inform networksõ respective engagement program designs. 

¶ Tariff structures , with 3 forums focusing on developing a timeline for the TSS, developing common baseline tariffs 

across the networks, and considering opportunities for further engagement on common tariff matters. 

Representatives from AusNetõs Tariffs & Pricing Panel attended all joint tariff forums, along with retailers and other 

interested advocates and stakeholders. These joint forums have influenced the approach taken to tariffs, 

including the Tariff Structure Statement, considerably. The reports from the workshops are attached as 

supporting documents.  

¶ Framework and approach  matters , with 2 forums on service classifications and decisions on what distributorsõ 

role is for some new and emerging areas. Representatives from AusNetõs Coordination Group attended all 

Framework & Approach forums, which informed the development of AusNetõs Framework & Approach paper, 

submitted to the AER in October 2023. The reports from the workshops are attached as supporting documents.  

¶ Network resilience , with a forum on common studies on climate impacts, actioning the Department of 

Environment, Energy and Climate Actionõs (formerly the Department of Environment, Land, Water and Planning) 

resilience review, valuing the impact of resilience, and other resi lience matters. The Electricity Availability Panel 

attended this forum, along with a broader group of customers and stakeholders with lived experience or a 

personal or professional interest in resilience planning including emergency servi ces, social service organisations 

and volunteers, and councils. The outcomes of the joint forum on resilience have been incorporated into our 

broader resilience planning activities including with the Electricity Availability Panel. The reports from the 

wor kshop are attached as supporting documents.  

¶ Supporting customers experiencing vulnerability , with 2 forums identifying opportunities to better support these 

customers and promoting consistency in customer experience across Victoria. Representatives from several 

AusNet panels attended the vulnerability forums. The outputs of the joint forums on v ulnerability have been 

acted upon separately and differently by each network. For AusNet, they have been used to aid our 

understanding of various groupsõ needs and hear from voices that may otherwise have been missed. While we 

have not included a òvulnerability packageó as such, the needs of our various customer segments have 

considerably shaped our and our panelsõ understandings of what a òfit-for -purposeó proposal looks like. The joint 

network discussions inf ormed a number of the customer commitments in the Executive Summary and fed into 

the broader approach for customer service and communications . The reports from the workshops are attached 

as supporting documents.  

These joint engagement opportunities provided a more efficient way for stakeholders and customers to engage with 

multiple networks at the same time. Open invitations to most of these events broadened participation in our 

collective engagement activities.  

Figure 2-9: Our first joint network forum on tariffs  
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2.4.7. Our 6 customer panels  

In late 2022 we appointed 22 customers and advocates to a series of Panels*, via a competitive recruitment process. 

The panels began meeting in February 2023.  Most Panel members are AusNet customers with a personal and/or 

professional interest in improving outcomes for their communities. Some are professional customer advocates who 

are not AusNet customers themselves but have been appointed to the Panels for th eir subject matter expertise, 

experiences in other jurisdictions, and/or professional affiliations with organisations advocating on behalf of energy 

users, and complement the contributions of AusNet customers on the Panels.  

Customer panels  for deep engagement organised by topic are a new approach AusNet has taken for engagement 

on a price review. It was clear to us early on in our planning that a multi -panel engagement model, organised by 

topic, was the right model for us as:  

¶ there was too much deep engagement to do for the standard price review model (i.e. one Panel of 

experienced advocates overseeing the whole engagement program) to cover  

¶ given AusNetõs network has some unique challenges and it is a critical time in the energy transition, with many 

high -impact, long -lasting decisions to be made, we felt strongly about including AusNet customers in the 

engagement program alongside domain exp erts and experienced energy advocates, which necessitated 

engaging a bigger group  

¶ it meant we could involve more customer advocates in detailed discussions to shape the proposal, and let 

people focus on the topics of most relevance to their interests and expertise  

Five topic -specific Panels were established ð Tariffs & Pricing , Future Networks , Customer Experience , Electricity 

Availability , and Benchmarking & Opex  ð plus a process -focused  Panel to support the design of select engagement 

activities ð the Research & Engagement  Customer Panel.  

Our panels have played a critical role in the engagement process, defining the focus areas for their respective 

workstreams and deliberating on them in detail. Their work has been heavily informed by the outputs of the broader 

research and engagement activ ities outlined in 2.4, but they have also considered a range of other relevant inputs 

such as policies and regulations, forecasts, fairness and equity, safety and, where practicable, costed options and 

the selection of a preferred option.  

The Panelsõ purpose, targeted level of influence on the IAP2 spectrum, indicative topics in remit, time commitment 

and the types of applicants sought were initially defined in the 2022 co -design session and refined with the panels 

through the process.  

Most of our Panel meetings ran in a very similar way ð exploring a òfocus question ó and seeking direction from the 

Panel on key aspects of the decision -making. AusNet supplied a Chair for Panel meetings, as given the volume of 

engagement occurring it would not have been practical to have an independent Chair for these meetings. This 

arra ngement was supported by a significant majority of our Panel members, noting a small number expressed a 

preference for all meetings to be independently Chaired. AusNet also supplied a secretariat. Panel members were 

given the opportunity to raise material issues with meeting summaries prepared by AusNet but did not review them in 

detail.  

2.4.7.1. What we mean when we talk about Panelsõ support (or lack of support) for 

elements of the Revenue Proposal  

When we refer to our customer engagement panels "supporting" or "agreeing" to a proposal, this does not imply 

unanimous or unqualified support. Examples of qualifications are included in the Coordination Groupõs report on our 

Draft Proposal. These panels r epresent a diversity of customer perspectives, with feedback reflecting a range of 

views. Members have been strongly encouraged to think critically as individuals and engage in constructive debate, 

which has been considered critical to the success of the e ngagement process.  

Panel positions have been assessed based on the overall sentiment expressed during discussions, the extent to which 

qualifiers and caveats have been addressed, and whether the majority of panel members agree that the proposal 

aligns with customer interests . These positions have been validated by the Chair of the Coordination Group and the 

òLeadsó for each panel. 

While broad support may exist, individual members hold individual views, which have been carefully considered by 

both the panels and AusNet when developing positions. The support (or lack of support) of a panel should not be 

interpreted as full and unquali fied support (or lack thereof) from each individual member.  
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2.4.7.2. Tariffs and Pricing  

Our Tariffs & Pricing Panel spent 25.5 hours across 8 meetings as a panel and 

collaborated (to the extent it was able) on the approach to designing and 

implementing network pricing that reflects customer behaviour and electricity 

usage in this proposal. Th e panel also participated in the joint network tariffs 

engagement activities.  

The Tariffs & Pricing Panel designed and answered the following focus questions.  

Complete answers are published on Community Hub and attached as a 

supporting document:  

1. How might we allocate revenue across different tariff classes in a 

balanced, justified and proportional way, that also provides support for 

customers with specialised needs?   

2. How might we better analyse and understand customer impact, including 

understanding the impact of ôdoing nothingõ, to help us make more 

informed decisions?  

3. How might we use tariffs to enable and facilitate an energy transition without unexpected downside impact, 

and reflect the value of CER in the energy system irrespective of their specific technologies?   

4. How might we build customersõ agency on tariff choices, and smoothly support customers to transition to cost-

reflective tariffs?   

5. How might we ensure tariff design reflects agreed  pricing objectives?  

 

The Tariffs & Pricing Panel reached the following key agreements:  

¶ There are limited opportunities to make substantive changes to the revenue allocation between tariff classes.   

¶ Tariff classes should be technology neutral as much as possible, given the rapid emergence of new 

technologies. There was also an acknowledgement some tariffs may only be effective with specific 

technologies.  

¶ Need to update the opt -in Time of Use (TOU) tariff to incorporate a low -cost solar soak period.  

¶ In the absence of a mandatory transition to TOU (government mandated optional assignment policy), there is 

still value in implementing a broader communications strategy to inform the public about the changing tariffs 

and opportunities to save (among other topics). Noting distributors should play an active role in encouraging 

customers to move to TOU tariffs.  

¶ Government policy is clear that the  two -way CER tariff will be opt -in, but should have a low incentive and be 

available to all.  

¶ The tariff impact assessment should be more 'personalised', including examples of customers underpaying or 

overpaying based on current tariffs, including understanding the impact of ôdoing nothingõ. 

 

The Coordination Groupõs Report on our Draft Proposal provides a detailed overview of our panel membersõ 

feedback on our engagement with them and the extent to which the Draft Proposal  reflects customersõ views and 

preferences. An excerpt is below. The Tariffs & Pricing Panel met once more in November 2024, to inform on related 

feedback weõve received on the Draft Proposal to date and confirm how the topics in the Panelõs remit will be 

presented in this Proposal.   

Tariffs & Pricing Panel 

members  

¶ Gavin Dufty (Lead)  

¶ Kate Hansen  

¶ Chris Harvey  

¶ Dean Lombard  

¶ Nick Mason -Smith 

¶ Jeff Nottle  

¶ Emma Chessell (to Feb 

2024) 

Excerpt from the Coordination Groupõs Report on the Tariffs & Pricing workstream 

The panel is supportive of both AusNet õs direct engagement but also the joint DNSP engagement around tariffs and tariff reform. The engagement 

was detailed, included a diverse group of customer classes, consumption types and those with various community energy resourc es. The 

engagement included responsive modelling, which further enhanced and nuanced consumer preferences. This was expressed in adju stments to the 

peak rate window, the strength of the price signals, the appetite for two -way pricing and prefer ences regarding the community energy resource 

tariff. Unfortunately, the key enabling piece for the introductions of the supported tariffs is contingent on a change in the  Victorian government 

policy  
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2.4.7.3. Future Networks  

Our Future Networks Panel spent 37.5 hours across 10 meetings as a panel and 

working with us to plan for the future of the network and integrate and maximise 

value from new technologies for the benefit of customers.  

The Future Networks Panel designed and answered the following focus questions.  

Complete answers are published on Community Hub and attached as a supporting 

document:  

1. How might we best prepare for, and accommodate, the anticipated 

electrification of gas and transport loads (and other fuels)?  

2. How might we support communities to realise their needs and energy 

aspirations?  

3. How might we lay the foundations for a low -cost decarbonised future, where 

everybody can benefit?  

4. How might we unlock more value for customers and reduce unit costs through 

an efficient mix of smart grid technology and new capacity?  

5. How might we support customers in unlocking other CER value streams?  

 

The panel reached the following key agreements:  

¶ To roll out Flexible Exports  quickly to address minimum demand challenges and keep costs down.  

¶ Investment in CER integration  must be efficient, based on AER's metrics for efficiency.  

¶ Quantify emissions reductions  as a benefit stream from enabling export services, and avoided network 

augmentation  from 'marrying up' electrification and CER integration.  

¶ Commit to additional information -sharing on network constraints  to help customers make more informed 

decisions.  

¶ Explore flexibility mechanisms  to accommodate change in pace of electrification.  

¶ Only introduce Export Service Incentive Scheme  (ESIS) if known pain points are better addressed through an 

incentive scheme rather than through expenditure programs.  

¶ Support for sub-transmission investment where it delivers benefits  to AusNet customers and broader energy 

consumers, particularly compared to alternative transmission connection.  

¶ AusNet's role in community energy  should support community energy groups and invest where efficient to do so 

(i.e., where there is network benefit), and include providing upfront information on network benefit and planning 

for an increase in demand for community energy solutions.  

 

The Coordination Groupõs Report on our Draft Proposal provides a detailed overview of our panel membersõ 

feedback on our engagement with them and the extent to which the Draft Proposal  reflects customersõ views and 

preferences. An excerpt is below. The Future Networks Panel met once more in November 2024, to inform on related 

feedback weõve received on the Draft Proposal to date and confirm how the topics in the Panelõs remit will be 

presented in this Proposal.   

Future Networks 

Panel members  

¶ Dean Lombard 

(Lead)  

¶ Gavin Dufty  

¶ Kate Hansen  

¶ Chris Harvey  

¶ Darren McCubbin  

¶ Prof. Nando Ochoa 

Pizzali 

¶ Emma Chessell (to 

Feb 2024)  

¶ Linus Mayes (to 

June 2024)  

Excerpt from the Coordination Groupõs Report on the Future Networks workstream 

AusNet met nine times with the Future Networks Panel in addition to the attendance at the three all panel offsites with other  AusNet 

stakeholders: seven times between March 2023 and March 2024 to collaboratively develop the focus questions and explore how to address 

them. AusNet was very responsive to the panel õs input, and the panel played a key role in shaping and finalising the focus questions.; once in 

June 2024 for a deep dive into costed options for CER enablement and enabling electrification (as well  as to discuss opportunities and options 

for the smart meter replacement program); once in August 2024 to revisit aspects of proposals to address the focus questions that were not yet 

settled, in preparation for the combined panels workshop later in August .  

AusNet showed a strong commitment to engaging deeply with the panel, providing comprehensive background material and useful a nalysis to guide 

discussion and decision -making. AusNet was responsive to panel views, adjusting proposals in response to feedback,  choosing options supported by the panel, 

and withdrawing proposals when the panel made a strong case to do so (for example, the proposed Export Services Incentive Sch eme, which the panel 

determined was not needed due to no evidence that there was scope fo r a higher level of service beyond what was already justified by existing obligations). 

Generally, the engagement ranged from the òconsultó to òcollaborate ó levels of the IAP2 spectrum of public participation with most being around the 

òinvolve ó and òcollaborate ó levels 
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2.4.7.4. Customer Experience  

Our Customer Experience Panel spent 23.5 hours across 10 meetings as a stand -

alone panel and engaged on our  approach to customer service, the design of our 

Customer Service Incentive Scheme and the updated set of customer experience 

commitments.  

The Customer Experience Panel designed and answered the following focus 

questions.  Complete answers are published on Community Hub and attached as a 

supporting document:  

1. How might we minimise the adverse impacts of outages on customers?   

2. How might we ensure fit -for -purpose service for all customers, including those 

with specialised support needs?  

3. How might we meet customersõ preferences on the form, content and 

frequency of communication, as well as educational material that improves 

customer experience?   

4. How might we design connection processes that meet evolving customer 

expectations, across all our customers?  

5. How might we design a CSIS that delivers maximum benefit for customers?  

 

The panel reached the following key agreements:  

¶ No double counting  through the CSIS and customer experience expenditure.  

¶ Importance on aiming for first call resolution  to include in the CSIS.  

¶ Selection of mix of customer satisfaction and service level -type metrics.  

¶ Customer satisfaction should include all aspects  of the customer experience.  

¶ Support to consider increasing the CSIS  revenue at risk.   

¶ Importance of communication during planned outages . This includes providing clear and informative messaging 

to customers and offering a variety of ways of receiving notifications.  

¶ Importance of improving accuracy of ETRs  during unplanned outages.  

¶ Consider impact of outages on businesses  (especially in smaller towns) and ensure power supply for major 

events.  

¶ Support for customised services  in planned outages and connections.  

 

The Coordination Groupõs Report on our Draft Proposal provides a detailed overview of our panel membersõ 

feedback on our engagement with them and the extent to which the Draft Proposal  reflects customersõ views and 

preferences. An excerpt is below. The Customer Experience Panel met once more in November 2024, to inform on 

related feedback weõve received on the Draft Proposal to date and confirm how the topics in the Panelõs remit will 

be presented in this Proposal.   

Customer 

Experience Panel 

members  

¶ Emily Peel (Lead)  

¶ John Mumford  

¶ Jeff Nottle  

¶ Mark Grenning  

¶ Piang Lillian  

¶ Tony Robinson  

¶ Johnathan 

Kneebone  

¶ Lynne Chester (to 

June 2023)  

 

Excerpt from the Coordination Groupõs Report on the Customer Experience workstream 

The panel has met eight times for 2 ð3-hour meetings since its establishment in March 2023. In addition, the panel õs work has 

progressed at the three off -site AusNet meetings at which customer experience discussion and agreement was confirmed: Yarra 

Ranges (August 2023), Epping (March 2024) and Yarra Valley (August 2024). These two -day events provided valuable opportun ities 

for broad discussion with AusNet as well as ratification of progress being made by the different panels.  

Panel members were also involved closely in two elements of AusNet õs customer research and engagement program: Members 

observed selected Customer Workshops in each of the rounds conducted to date at Epping, Morwell and Wangaratta where they 

learned first -hand about customers õ expectations of AusNet with a particular focus on 2026 -31 and beyond; Panel members also 

participated in the Customer Interview Program initiated through the Coordination Group (see Section 4.34.3 for details) in w hich 

customers across  AusNetõs service area consistently indicated their dissatisfaction with their customer experience.  

AusNet has responded positively to the feedback provided by panel members around customer service and acknowledges that its 

attention over recent years to these concerns has not been consistent.  
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2.4.7.5. Electricity Availability  
Our Electricity Availability Panel spent 25 hours across 11 meetings as a stand -alone panel and 

engaged on customers' preferences regarding network reliability, resilience and availability, and 

striking the right balance between investments in reliability and resilience, and value -for-money 

and affordability.  

The Electricity Availability Panel designed and answered the following focus questions.  

Complete answers are published on Community Hub and attached as a supporting document:  

1. How might AusNet minimise adverse impacts of power quality and variability on 

customers?   

2. How might AusNet best plan its works to minimise adverse impacts of planned outages on 

customers?   

3. How might we efficiently improve reliability for our worst -served customers to a level that is 

considered value for money to all customers?   

4. How might we assess how customer characteristics and activities are influencing the value 

they place on reliability and ensure our investment plans reflect this?  

5. How might we work with customers and other stakeholders to identify and plan for resilience solutions that meet our 

customers' needs?  

The panel reached the following key agreements:  

¶ Investigate options to improve reliability for poorest served customers . Identified worst served feeders as follows: 

average performance over 5 years; exclude major event days; use AER Inadequately Served Customer 

measure; socio -economic, remoteness and life support customers shouldn õt be used to identify worst served, but 

should be overlaid qualitatively when talking about solutions  

¶ Include expenditure for proactive investments that improve reliability for the 10 worst served feeders  (including 

projects which may not be economic)  

¶ Include expenditure to proactively improve network resilience  by hardening the network and investing in a 

range of non -network solutions (e.g., SAPS, mobile generators) where the benefits are NPV positive  

¶ Direct costs and QCV VCRs to provide important willingness -to-pay evidence  for use in economic assessments 

(direct costs warrant further consideration, e.g. an adjustment to generator purchase costs)  

¶ Critical customer back up supply projects  should be paid for by those customers (classified as an Alternative 

Control Service)  

¶ Include expenditure to energise Community Hubs , with optimal locations decided via engagement with those 

communities and ascertain partnership opportunities  

¶ Assess economic benefits of uplifting the hazard tree program  to improve resilience  

¶ Consider if and how the customer benefits of investments  that improve reliability and resilience warrant 

adjustments to STPIS targets, GSL payment forecasts and maintenance opex  

¶ AusNet to advocate for a review of life support customer register  and play a role in improving reliability for these 

customers. AusNet should not undertake major investments in this area due to number of customers and cost 

e.g. home batteries for each customer  

¶ Voltage compliance  should continue to be managed through the most economic approach, but there is an 

expectation that AusNet should aspire to performance equivalent to other Victorian networks.  

An excerpt of the Coordination Groupõs Report on our Draft Proposal is below. The Electricity Availability Panel met once 

more in November 2024, to inform on related feedback weõve received on the Draft Proposal to date and confirm how the 

topics in the Pa nelõs remit will be presented in this Proposal.  

Electricity Availability 

Panel members  

¶ Kieran Donoghue 

(Lead)  

¶ Helen Bartley  

¶ Emma Birchall  

¶ Mark Grenning  

¶ Chris Harvey  

¶ Tricia Hiley 

¶ Piang Lilian  

¶ Jeff Nottle  

Excerpt from the Coordination Groupõs Report on the Electricity Availability workstream 

AusNet and the panel met nine times, with a view to òcollaborating ó, per the IAP2 spectrum of public participation and in line with the AER õs Better 

Resets Handbook expectations. Most panel members also attended AusNet õs three all -panel offsite meetings which included other stakeholders and 

where relevant issues were discussed in detail.  

Panel members participated in a joint DNSP workshop on resilience. The Coordination Group also participated in a workshop on how AusNet õs QCV 

research could inform the values it uses for unserved energy in assessing the cost -effectiveness of projects.  

AusNet gave panel members the opportunity to provide feedback on AusNet õs draft submissions to the AER õs value of customer reliability (VCR) and 

value of network resilience (VNR) processes.  

The panel õs interactions with AusNet were constructive and ranged from òinformó to òcollaborate ó on the IAP2 spectrum. AusNet provided an 

impressive level of background information and analysis to assist the panel in its work and provided multiple channels for fe edback. High levels of 

collaboration were achieved on the selection criteria for worst se rved feeders. Time pressures meant the panel did not have a chance to consider 

the step -up in hazard tree removal and while the panel supported the concept of t he RRA, we did not land on a suitable figure nor the detail of the 

governance arrangements. These caveats aside, noting that there were a range of views among the panel, the relevant elements of the draft 

proposal are reflective of at least most of the pan elõs preferences.  
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2.4.7.6. Benchmarking & Opex  

Our Benchmarking & Opex  Panel spent 15.5 hours across 7 meetings engaging on 

opex and benchmarking -related matters. This small panelsõ work was focused  on 

quite technical regulatory topics and the group were primarily engaged at an 

inform -to -consult engagement level.  

The Electricity Availability Panel designed and answered the following focus 

questions.  Complete answers are published on Community Hub and attached as a 

supporting document:  

1. How might benchmarking be applied to give customers confidence theyõre 

paying no more than necessary for an efficient service?  

2. How might we be confident that AusNetõs opex represents value-for -money and prudent and efficient 

expenditure?  

 

The panel delivered the following outputs:  

The Benchmarking and Opex  panel were engaged at an inform/consult engagement level. As a result, the panel 

reached only a small number of outcomes to be included in the EDPR Proposal:  

¶ Adjust GSL forecast  to reflect proposed/ funded reliability and resilience improvements  

¶ Choice of base year  will be subject to the AERõs assessment  

¶ Scrutinise pole inspection cycle step change  to assess whether an adjustment needed given previous funding 

received.  

The panel were actively engaged in discussion on opex drivers including early fault detectors, expensing corporate 

overheads and insurance.  

The panel expressed a preference for a more ambitious 1.0% on the productivity factor to be applied. AusNet is 

proposing the standard 0.5% p.a. for productivity and capitalised corporate overheads. They suggested that the AER 

should adjust productivity ben chmarking results in the 2023 annual report to account for capitalised leases which 

was subsequently rectified.   

The panel did not provide agreement on prudency and efficiency of costs as this is a decision to be made by the 

AER.  

 

The Coordination Groupõs Report on our Draft Proposal provides a detailed overview of our panel membersõ 

feedback on our engagement with them and the extent to which the Draft Proposal  reflects customersõ views and 

preferences. An excerpt is below. The Benchmarking & Opex Panel met once more in November 2024, to inform on 

related feedback weõve received on the Draft Proposal to date and confirm how the topics in the Panelõs remit will 

be presented in this Proposal.   

Benchmarking & 

Opex Panel members  

¶ Mark Grenning 

(Lead)  

¶ Kieran Donoghue  

Excerpt from the Coordination Groupõs Report on the Benchmarking & Opex workstream 

The Benchmarking and Operating Expense panel met with AusNet on five occasions, including one in depth face to face meeting. 

Engagement covered ôinformõ and ôconsultõ on the IAP2 spectrum.  

The panel had a number of detailed discussions with AusNet on the base case, impact of benchmarking and trend estimates. We 

have also benefitted from the discussion with the AER Operating expenditure team on this topic. We had some detailed discussi ons 

on cost options in step changes and we look forward to further discussions in the coming months before being able to come to a 

view on our second focus question around ôvalue for money õ. 
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2.4.7.7. Research & Engagement  

Our Research & Engagement Panel spent approximately 120 hours of professional time 

engaging on the design of key research and engagement activities. Their contributions 

have been referenced in the sections above on the customer workshops, Quantifying 

Custo mer Values research.  

The role of the Research & Engagement Panel was to work with AusNet on the design of 

research and further engagement activities to support the proposal and Panelsõ 

deliberations. The Panelõs remit stretched across Panels to ensure they have access to 

custo mer insights needed for their discussions. The Research & Engagement Panel also 

participated in designing research and engagement activities and assisting with 

prioritisations of resources.  

The Research & Engagement  Panel also initiated their own independent engagement 

with customers, with a range of customer advocates from across Panels travelling the 

network meeting with customers directly and without AusNet. More details on this are in 2.4.11.  

 

The Research & Engagement Panel with AusNet achieved the following engagement outcomes:  

¶ Incorporated the R&E Panelõs inputs into the scope of works and selection criteria, and collaborated on the 

choice of supplier for the customer workshops. Collaborated on recruitment approach, locations and design of 

workshops.  

¶ For the Quantifying Customer Values research, we incorporated the panelõs inputs into the scope of works and 

selection criteria wherever practical, and collaborated on the choice of supplier. Panel engaged with supplier 

and AusNet team on design of the res earch. Panel completed extensive review into the in -depth interview guide 

and questionnaire to ensure all the concepts, terminologies and service benefits were described in easy and 

clear language for customers.  

¶ Panel collaborated on high -level approach to resilience engagement, with local communities to be engaged on 

more detailed design.  

¶ Panel engaged on the broad mix of research and engagement activities, based on inputs and suggestions from 

other panel members.  

¶ Panel collaborated on a range of design elements and AusNet reflected its feedback in the design of the new C -

Sat program, launched January 2025. Aspects engaged on included the platform, delivery & collection method, 

digital inclusion, questionnaire & dri vers of satisfaction being tested and any other considerations. The Panel 

expressed strong support for the change, and we took away clear direction on the approach for more detailed 

C-Sat design elements.  

An excerpt of the Coordination Groupõs Report on our Draft Proposal is below. The Research & Engagement Panel 

met one more time, in November 2024, to debrief on the Draft Proposal engagement process itself, and engage on 

key design aspects of AusNetõs refreshed Customer Satisfaction (C -Sat) program.  

 

 

 

 

Research & 

Engagement 

Panel members  

¶ Helen Bartley 

(Lead)  

¶ Dr Tricia Hiley 

¶ Darren 

McCubbin  

Excerpt from the Coordination Groupõs Report on the Research & Engagement workstream 

The R&E panel has met regularly with AusNet both face -to face and online. We have contributed to the design, delivery, review of and 

reflections on AusNet õs key customer engagement and research activities specific to informing the development of its draft proposal. Panel 

meetings have been collegiate with healthy debate and discussion to enhance the value of AusNet õs EDPR research and engagement 

activities, such as ensuring what is presented to customers is balanced and uses language that is familiar to customers. Key areas of R&E panel 

influence were: A series of Customer Workshops undertaken at different stages throughout the development of AusNet õs draft proposal ; 

AusNetõs research to Quantify Customer V alues (QCV) ; resilience Research (this work is in development at the time of preparing this report).  

The R&E panel has also contributed to AusNet õs planning of its deeper engagement with other panels. It has acted as a sounding board for 

AusNet to test its proposed approach to gathering wider panel member input at the three off -site face -to -face meetings held in August 2023 at 

Kalorama, March 2024 at Epping and August 2024 in the Yarra Valley. Additionally, the R&E panel has provided general advice on broader 

customer communication and engagement related to the EDPR, such as AusNet õs broader engagement to gain customer feedback on its Draft 

Proposal.  

Additionally, AusNet funded the Coordination Group to undertake work of our choice provided it was related to and helped info rm our advice 

to AusNet. The Coordination Group in turn agreed to fund panel members to independently gather evidence of customer n eeds and 

preferences (customer interviews) to help inform responses to the focus questions and to test customer support or otherwise f or AusNetõs 

proposals. The R&E panel was responsible for the design, delivery and oversight of the customer interviews.  
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2.4.8. The Coordination Group  

The Coordination Group is responsible for incorporating the outcomes of Panel 

process into the proposal. Key to this role is working transparently and 

collaboratively with the Panels and AusNet and challenging AusNet, as 

necessary, to prepare a high -qualit y evidence -based proposal reflective of 

customersõ preferences.  

The Coordination Group has an overarching governance role in the EDPR 2026 -

31 engagement program, with a focus on:  

¶ Working collaboratively with the panels and AusNet to prepare a high -

quality evidence -based proposal reflective of customersõ preferences 

¶ Identifying and raising conflicts or overlaps between panels and working 

collaboratively with AusNet to identify value -stacking opportunities across 

workstreams, understand and resolve trade -offs for inclusion in the proposal  

¶ Going into detail on building blocks (incorporating panel inputs) and the 

price path  

¶ Reflecting customersõ interests and value in technical considerations of the 

proposal with a clear line -of -sight from AusNetõs research and engagement 

program  

¶ Authoring an òindependentó report(s) on the engagement process and 

extent to which customersõ preferences are reflected in the Revenue 

Proposal, per the AERõs requirements. 

Coordination Group meetings are Chaired by the Peter. The Coordination Group took their own minutes, which 

AusNet was given an opportunity to comment on before they were finalised by the Chair. AusNet was present for 20 

of the Coordination Group õs formal meetings plus meetings following each all -Panel Offsite forum but the 

Coordination Group also met independently numerous times through the process.  

The Coordination Group oversaw a budget that they could allocate at their discretion, and invited proposals from all 

Panel members on beneficial research or engagement activities to address perceived gaps.  

2.4.8.1. The evolution of the Coordination Group  

We commenced our engagement program with a different model, with a SRG responsible for the now -Coordination 

Groupõs remit. The SRG was also much more active in the direction-setting for the price review.  

In mid -2023, we took the opportunity to reflect on the first 6 months of engagement with our panel members. Based 

on feedback and suggestions from panel members and our own observations, we refined aspects of our 

engagement program to ensure we remained on  track to meet our engagement objectives.  

We made the following changes to the engagement approach:  

¶ Disbanded the SRG and re -launched the sub -Panels as stand -alone Panels  

¶ Appointed a Coordination Group with an independent Chair, responsible for working with AusNet to coordinate 

the Panel outputs into the overall proposal and to engage with AusNet on other important and technical 

considerations not addressed elsewhere in the  engagement program. With the group now comprising a 

representative from each Panel, we empowered the Group to define its role and responsibilities  

¶ Formed a new Panel, the Research & Engagement Panel, to work with AusNet on the design of research and 

further engagement activities to support the proposal and Panelsõ deliberations. The Research & Engagement 

Panel has taken this responsibility over from the SRG 

¶ Co -designed a series of focus questions with each Panel to better focus engagement and help provide clear 

links between desired customer outcomes and proposal inclusions (see Appendix 2). These questions have also 

informed forward engagement plans and enab le gaps and overlaps to be identified and managed.  

¶ Added more time for Panels to meet and engage during 2023, so a broader range of topics could be included 

and allow for more in -depth discussions during meetings  

¶ More clearly articulated how the deliberations and involvement of panel members will inform the development 

of our Draft Proposal  

¶ Expanded the remit of the Benchmarking Panel to include operating expenditure (opex)  

¶ Established a $150,000 independent budget for the Coordination Group to manage  

Coordination Group 

members  

¶ Peter Eben, Chair  

¶ Helen Bartley, Research 

& Engagement  

¶ Kieran Donoghue, 

Electricity Availability  

¶ Gavin Dufty, Tariffs & 

Pricing  

¶ Mark Grenning, 

Benchmarking & Opex  

¶ Dean Lombard, Future 

Networks  

¶ Emily Peel, Customer 

Experience  
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¶ Welcomed one new panel member, while one decided to exit the process. A further 2 panel members 

changed panel to better align to their expertise and availability , and  

¶ Added 2 new members to our Customer Consultative Committee (both are EDPR 2026 -31 Panel members) to 

further strengthen the customer focus of this group and links between Price Review and business -as-usual 

engagement.  

Through 2023, the Coordination Group played a key role in identifying and raising conflicts or overlaps between 

panels and working with AusNet to identify value -stacking opportunities across workstreams. As the program 

progressed, the group undertook the r ole to understand and resolve trade -offs for inclusion in the proposal.  

From 2024 onward the Coordination Group were instrumental providing detail on building blocks (incorporating 

Panel inputs) and the price path. During this time the group also helped ensure that both proposal reflects 

customersõ expectations and honours the panelsõ outputs and that it is balanced and efficient. 

The Coordination Group provided the following comments in its independent report on the Draft Proposal : 

2.4.8.2. The Coordination Groupõs focus areas 

The Coordination Group is responsible for incorporating the outcomes of Panel process into the proposal. Key to this 

role is working transparently and collaboratively with the Panels and AusNet and challenging AusNet, as necessary, 

to prepare a high -qualit y evidence -based proposal reflective of customersõ preferences.  

One of the Coordination Group (then the SRGõs) earliest and most impactful outputs was the Network Aspiration  they 

collaborated on with us. The Network Aspiration was developed in response to the panelõs desire for a clear 

objective for the price review ð that is, ultimately what we were looking to achieve through the price review. It set 

the high -level objective  beneath which the panels developed their focus questions.  

Figure 2-10: Our network aspiration  

 

Source: AusNet  

 

Excerpt from the Coordination Groupõs Report on the program restructure 

After six months operation, and following discussions with the Chair at the time, AusNet undertook a formative evaluation and  

reviewed its original engagement plan. The evaluation concluded that EDPR engagement could be improved by establishing the 

Coordin ation Group and a Research and Engagement (R&E) panel.  

The Coordination Group commends AusNet on its willingness to reflect and listen to the views of the original SRG and from wha t it 

learnt to restructure the SRG into stand -alone panels, each with a lead, and with the leads forming the Coordination Group õs 

membership. The Chair at the time also opted to step aside due to unrelated commitments and AusNet appointed a new Chair.  

The Coordination Group also commends AusNet for establishing the R&E panel dedicated to working with the business to 

contribute to its EDPR customer research and engagement. The Coordination Group sees this as tangible evidence of AusNet õs 

commitment to ensuring the business õs research and engagement activities are transparent and reflect customers õ views.  
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The Coordination Group has contributed in the following additional ways:   

¶ Shared and discussed outcomes for Panel specific meetings to ensure overlaps and interactions were 

understood and considered  

¶ Provided detail on the Building Blocks including deep dives on incentives, non -network spend, depreciation and 

innovation  

¶ Monitored and shared external recommendations that significantly impacted the proposal  

¶ Completed a deep dive to apply Quantifying Customer Values outcomes to our forecasts  

¶ Provided input into the design of offsites and Panel meetings   

¶ Regularly communicated with the AER and the CCP to keep them updated regarding engagement and key 

issues  

¶ Resolved any Panel member escalations , and  

¶ Developed and delivered the Independent Report on the Draft Proposal on behalf of all the Panels.  

A meeting schedule for the Coordination Group can be found below in 2.4.6.3.  

2.4.8.3. Meeting schedule  

In early 2023 the SRG was established to provide support to the panels and oversight of the overall proposal and 

engagement process governance.  

The SRG met monthly between February and May 2023, after which it disbanded and the Coordination Group 

formed.  

The primary focuses of each SRG and Coordination Group meeting is below, noting it is not an exhaustive list of all 

topics discussed.  

In addition, all Coordination Group agendas included the following standing items:  

¶ Panel Leads providing updates on their workstreams, and  

¶ AER CCP and staff providing updates, and  

¶ An òopen flooró where other issues could be raised by members and AusNet. 

All the SRG and Coordination Group meeting summaries are provided as supporting documents.  

Table 2-5: A schedule of our SRG and Coordination Group meetings and primary focuses  

Meeting summary    

SRG Meeting #1  | 23 February 2023  

Ways of working, and feedback on the draft Engagement Plan  

SRG Meeting #2 | 28 March 2023   

Approach for the Quantifying Customer Values research, and collaborative discussion on broader customer engagement, a 

network vision  and process governance.  

SRG Meeting #3 | 27 April 2023   

Finalising the draft Network ôAspirationõ, determining next steps for customer workshops and discussing criteria for a òvalue-for-

moneyó proposal 

SRG Meeting #3a | 25 May 2023  

Quantifying Customer Values Working Group met to agree on the purpose of the research and next steps.  

SRG Meeting #4 | 25 May 2024  

Process re-design and focus questions. No meeting summary is available, but the pack is attached as a supporting document.  

Coordination Group #1 |  28 August 2023   

Revising their purpose and agreeing on ways of working.   

Coordination Group #2 | 28 September 2023  

AER speaking on their expectations for the Independent Report, and extra -long Panel Lead updates.   

Coordination Group #3 | 26 October 2023   

Early signals pathway update, emergency backstop cost pass -through and customer workshops.  

Coordination Group #4 | 30 November 2023  

CCP òground rulesó, early signals pathway update, March offsite agenda review, customer workshops and brand campaign 
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Coordination Group Deep Dive on Investment Planning Approach | 11 December 2023  

Full day forum on the approach AusNet takes to economically justify capital expenditure  

Coordination Group #5 | 24 January 2024  

Customer interview proposal, customer workshops, resilience planning, March offsite planning , and emergency back -stop 

mechanism pass -through  

Coordination Group #6 | 13 February 2024  

Q&A with AusNetõs CEO, preparation for customer workshops, preparing the Draft Proposal  and the independent report, and 

March all -panel meeting  

Coordination Group #7 | 28 February 2024  

Major outage event discussion, and final preparations for the March all -panel meeting  

Coordination Group #8 | 6 March 2024  

Debrief on Epping offsite focused on first impressions of the Draft Proposal  and areas for further work  

Coordination Group #9 | 26 March 2024  

Major outage event update, customer workshops update, consolidated feedback from the offsite poster sessions, Draft Proposal  

outline and approach to the upcoming Deep Dive on incentives, depreciation and innovation  

Coordination Group #10 | 9 April 2024  

Regional long -run supply planning, early signal pathway update, the upcoming Deep Dive on incentives, depreciation and 

innovation, and interim findings from the Research & Engagement Panel -initiated customer interviews  

Coordination Group Deep Dive on Incentives, Depreciation & Innovation | 16 April 2023 

Agreeing on an approach to innovation, next steps for depreciation, and an approach and to incentive schemes.  

Coordination Group #11 | 23 April 2024 

Non -network expenditure costed options, the AERõs draft F&A decision, and an Energy Community Resilience Fund overview 

Coordination Group #12 | 15 May 2024  

Regulatory re -openers, and NSW determinations and lessons/implications for AusNet  

Coordination Group #13 & Deep Dive on Quantifying Customer Values study | 29 May 2024  

Approach for August offsite and resilience engagement, followed by a deep dive into the Quantifying Customer Values study 

and how to apply the results  

Coordination Group #14 | 11 June 2024  

February 2024 major outage event Post Incident Review findings, and implications for AusNetõs planning 

Coordination Group #15 | 25 June 2024  

August 2024 all -panel meeting planning, expenditure forecasting methodology, and the Draft Proposal  structure  

Coordination Group #16  & Deep Dive on Connections | 10 July 2024  

Bill impacts analysis, August 2024 all -panel meeting planning, and a deep dive to agree on an approach to network 

connections policies and charging arrangements  

Coordination Group #17  25 July 2024 

Further preparations for the August 2024 all -panel meeting and pre -meetings with panels, AusNetõs new strategy and structure, 

and The Energy Charter the extra responsibilities AusNet has for accountability and disclosures  

Coordination Group #18 | 8 August 2024  

Early Draft Proposal  discussion and inclusions, and final preparations for the August 2024 all -panel meeting  

Coordination Group #19 | 1 November 2024  

Draft proposal feedback with a focus on affordability, metering, and approach for upcoming panel meetings  

Coordination Group #20 | 6 December 2024  

Continuing the discussion on affordability, the process for finalising the proposal and the Coordination Groupõs report on it 

Source: AusNet  
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2.5. We publicly consulted on a 

Draft Proposal  and have 

responded to feedback  

We believe it is important that customers are given the opportunity to participate in the regulatory reset process, and 

have their say on our proposal. We published a draft of this proposal in September 2024, which was developed 

based on the views of more than 16,000 customers and 130 hours of broad engagement, plus over 230 hours of deep 

engagement with our Customer Panels and Coordination Group.  

The purpose of this step was to òstress testó the Draft Proposal  as a whole, and the process had several components:  

1. Opening appropriate channels for feedback  

2. Making customers aware of the Draft Proposal  and opportunity to engage  

3. Receiving feedback  

4. Responding to feedback in this proposal.  

We extensively promoted the Draft Proposal  and the channels available for customers to provide feedback, 

reaching over one million customers, receiving 1,949 views of our Community Hub page on the Draft Proposal , and 

758 downloads of Draft Proposal . 

2.5.1. We opened appropriate channels for customers to provide 

feedback  

We provided many ways for community members to get involved and provide feedback including:  

¶ Quick and extended surveys available on the Community Hub  

¶ Accepting written submissions via Community Hub, email & mail  

¶ Open invitation for people to invite us to meet  

¶ A public webinar with 23 participants  

¶ Large customer meetings , and  

¶ A forum with 30 c ouncil representatives . 

The AusNet Community Hub served as the central platform for all information regarding the EDPR Draft Proposal .  

The dedicated proposal page featured a digital PDF of the Draft Proposal , a video of our customer panels explaining 

the process and key elements of the proposal, a timeline of the engagement process, and information about an 

upcoming webinar (later updated with the recorded video and Q&A). Customers could provide feedback thro ugh 

quick or detailed surveys, with submissions open for eight weeks (23 September to 17 November 2024), and 

incentives included a chance to win one of 10 $500 vouchers. The page also highlighted our engagement plan, 

collaboration with stakeholders, and added the Coordination Groupõs Independent Report once available. 

2.5.2. We made customers aware of the Draft Proposal  and the 

opportunity to engage  

To engage with our community members we utilised various communication methods and techniques. We reached 

around 1 million community members with our promotion. All our communications included a call to action for 

feedback on the Draft Proposal . 

We completed an extensive social media campaign to drive awareness of the EDPR Draft Proposal  and directed 

community members to the Community Hub for more information and to submit feedback.  

¶ Facebook and Instagram, reaching approximately 50,000 community members in total with paid and organic 

Facebook posts. We produced an animated video introducing AusNet and the EDPR through a customer -

friendly lens and invited feedback. This video received over 30,000 views.  



 

 51 
 

 

¶ LinkedIn engagement with over 5,500 views and 500 clicks on our Draft Proposal  post ð a very strong 

engagement rate of 9%.  

¶ Radio promotion on ABC Radio Goulburn Murray (est. 17,000) and Shepparton (est. 16,000).   

¶ TikTok promotion, which received over 130,000 views. Youth engagement was flagged as a priority by our 

Research & Engagement Panel, given they are harder to engage in processes such as our Panels and will form a 

significant proportion of our AusNet custome r base in 2026 -31.  

¶ Local television on WIN 5.30pm News Albury Wodonga (est. audience 10,000).  

¶ Newspaper advertisements in all 31 regional newspapers in AusNetõs distribution area (excl. The Age and The 

Herald Sun). The advertisements appeared in every issue of the papers over a two -week period in mid -October, 

reaching over 700,000 customers.  

¶ Directly contacting approximately 200 stakeholders, including social service organisations, people whoõd 

registered to receive a copy or updates on the EDPR process via Community Hub, community energy groups, 

large customers, councils, CALD community membe rs, First Nations groups, community organisations and others. 

We also reached out to several youth councils with invitations to meet, though there was little  to no interest in 

engaging more deeply.  

¶ Encouraging our Panel members to make individual submissions and/or engage with their communities to 

collect feedback on the Draft Proposal. Several provided their own submissions on the Draft Proposal . 

2.5.3. Responding to feedback received  

We received some great  feedback from a wide range of customer and stakeholder profiles. It is always challenging 

to entice people to spend their free time commenting on electricity network services, so despite the extensive 

promotion we had a relatively low number of submission s on our Draft Proposal , but many we have received have 

been high quality and some quite detailed.  

We received 10 formal submissions from individual customers and community groups, and an extensive report 

authored by AusNetõs Coordination Group. The number of submissions is relatively low but not unexpected. 

We have taken some  novel actions to increase the amount of feedback received and ensure the Draft Proposal õs 

been challenged robustly, noting that some are less formal in nature than others. They include:  

¶ AusNet staff speaking with large customers and community groups to talk about key aspects of the proposal 

and collect feedback in both formal and less formal settings  

¶ Having our 103 customer workshop participants to read the proposal and provide feedback on it prior to the 

sessions 

¶ Holding a workshop for all Councils in the AusNet distribution area, and presenting on key aspects of the 

proposal for feedback and discussion, and to encourage them to engage internally and within their 

communities  

¶ Listening to feedback and answering questions during a webinar on the EDPR Draft Proposal , and  

¶ Our panel members collecting their own feedback and sharing it within the panel setting.  

2.5.3.1. Support for the Draft Proposal  

Feedback received on the Draft Proposal  was broadly positive and consistent, on both the outcomes and it was 

seeking to achieve and its value for money and affordability overall. While customers would always like their bills to 

be cheaper, there was no consistent feedback on areas they would li ke to see us cut back on. Of our customer 

workshop participants, 94% rate it as adequate or better, and many highlighting the strong balance achieved 

between affordability and service improvements and the sentiment wa s similar among those who made submissions.  

Again, we have not aimed for nor think it practical to achieve unanimous support for our proposal. We understand 

there are some customers who would like us to be doing more or less, but we strongly believe our proposal strikes the 

balance that is in the be st overall interests overall for our customers.  

Specific areas of our proposal that received support were:  

¶ Stable network charges (before inflation) was generally seen as a positive story by customers, and the dominant 

sentiment in submissions and from our customer workshop participants was that appreciated AusNetõs plan 

keeping prices down.  

¶ Our plans for improving reliability for worst -served customers were seen to be the right approach, focussing on 

narrowing the òreliability gapó by investing in the poorest-performing feeders. We did not receive any feedback 

that customers were not comforta ble with our plans to maintain todayõs reliability standards for most customers. 

¶ Resilience investment was well -received, especially among those who have lived experience of natural disasters 

and/or long duration outages. While it is clear that customers would ideally like the power not to go out at all, 
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both network hardening and investments to support our response were widely seen to be worthwhile and 

several submissions, particularly from regional areas, expressing a view that the proposal does not go far enough 

to prepare for major events and that they  would like to see a bigger proposal with more communities 

benefitting. Some customers in the workshops, particularly those from more urban areas such as those in the 

Epping group, did not see value in resilience investments.  

¶ There was strong interest in the proposal for a Benalla -Euroa express feeder from those communities that expect 

to benefit from it  

¶ The proposalõs alignment with sustainability, government policy and net-zero goals was generally well -received. 

Some in the customer workshops acknowledged that even though they are not enthusiastic supporters of 

renewables or think the government is movin g too quickly on renewables and electrification, that supporting 

new technologies and connecting new generation is critical for future energy security ð a priority for all.  

¶ The Coordination Groupõs report on our Draft Proposal  included many explicit references to elements of the 

proposal that they support, including the following direct exce rpts: 

o òThe [Electricity Availability] panel is supportive of the proposed proposals and initiatives and that they are 

suitable for being presented for stakeholder consideration. The panel is pleased that it will improve resilience 

and reliability most notably for  worst served customers. The panel also supports the QCV related analysis and 

approach that should provide a more accurate assessment of proposed expenditure. The panel expects 

the detail to be reviewed by the AER and applied consistently across the propo sal.ó 

o òThe [Future Networks] panel is supportive of the proposed initiatives and expenditure to deliver the 

requirements for electrification, CER and to better integrate renewables into the network and that they are 

suitable for being presented for stakeholder consideration. The panel also supports the QCV with similar 

conditions as noted above .ó 

o òThe [Customer Experience] panel is supportive of the proposed additional customer service and 

experience related initiatives and measures and that they are suitable for being presented for stakeholder 

consideration. The panel welcomes and acknowledges that  if implemented appropriately it should lift 

customer service standards and address many pressing issues customers are facing .ó 

o òThe [Tariffs & Pricing] panel is supportive of the tariff design work, the proposed tariffs and the consistent 

approach across the DNSPs .ó 

2.5.3.2. Updates made based on feedback received  

Specific themes we noted, and have responded to as appropriate, are:  

¶ All customers would like bills to be cheaper, and although they are willing to pay for improvements, they want 

confidence that they are not paying more than they need to for the outcomes they expect. They asked us to 

keep looking for areas to save without impacting the customer experience . It was also clear particularly from the 

customer workshops that few customers fully understand network charges, and some were surprised at how 

much they were paying for network services today. We also engaged with custome rs who cannot afford their 

living expenses and felt any amount was too high. Some also noted that AusNet is only one component of the 

bill so AusNetõs price path shouldnõt be interpreted as the price path for bills overall. 

¶ Since the Draft Proposal  was published , we completed a thorough top -down assessment to identify synergies 

and areas to save and deferring investment in areas that wonõt significantly impact customersõ experience. 

These adjustments are outlined in the Executive Summary. We acknowledge the AER wi ll also be fulfilling its role 

assessing the prudency and efficiency of our plans, and in doing so respect customersõ expectations of higher 

levels of service and their willingness to pay for them.  

¶ Another caveat over almost all support is that customers want confidence that AusNet will deliver on its plans 

and achieve the outcomes we are claiming in this proposal. There is also an expectation that we monitor and 

adjust the plans during the regulatory period to make sure they are a) as efficient as they can be,  and b) on 

track to deliver the intended outcomes.  

In response, we have included òsafeguardsó in the Proposal to support revenue being spent appropriately, 

emerging customer priorities are being addressed and anticipated benefits are realised. This means a bigger 

role for our Customer Consultative Committe e, who we will report to on progress and collaborate with on many 

key decisions, such as allocation of the Regional Reliability Allowance and outcomes achieved. The Innovation 

Advisory Committee will be retained as a governance committee for innovation spe nding ð a model pioneered 

by AusNet in the current regulatory period, and that is working well today and now being adopted by other 

networks. We will also continue reporting publicly on our performance via our annual Energy Charter Disclosure.  

¶ A number of customers asked for more evidence that customers will be better -off -overall from the connections 

enablement and flexible exports programs. While customers in the workshops were generally comfortable with 

others benefitting (even if they were no t directly paying), they did want confidence that AusNet customers 

would benefit. We have provided more evidence to this effect in our proposal and businesses cases in response.  
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¶ Our Coordination Group and panels outlined a number of areas they wanted to engage further on, or that their 

support was conditional on. We have addressed these to the extent we feel we practically can:  

o In meetings in November 2024, to finalise approaches with the relevant panels on several matters including 

but not limited to the design of the Regional Reliability Allowance and approach to hazard tree 

management, and  

o Throughout this proposal, where their support was contingent on us providing various justifications or data to 

support the approach.  

2.5.3.3. Some feedback has not changed our proposal  

We did receive some feedback on our Draft Proposal , of varying strength in sentiment, that has not changed its 

contents.  

This includes preferences of some groups that we do not consider is broadly supported by the customer base or in 

customersõ interests, including:  

¶ Higher levels of resilience investment, including from the Sandy Point community  

¶ Reviewing our allocation of costs between tariff classes, which previously had flat prices for residential users and 

small price increases for large users. We have responded by not changing our current approach as any 

substantive changes to the revenue all ocation between tariff classes may inadvertently create bill shocks.  

¶ We continue to receive strong interest from customers for undergrounding power lines. It is the desire of some 

that the network be fully or partially undergrounded, especially in regional and/or disaster -prone areas. We 

have not included widespread undergr ounding in this proposal due to the very high costs involved, which would 

not be aligned with customersõ willingness to pay for service level improvements, but will continue 

undergrounding parts of the network where it makes sense to do so from an economic  and/ or safety 

perspective.  

¶ A suggestion that AusNet abolishes its vegetation management program and find other ways to protect its 

assets, given the impact of tree pruning on visual amenity. We strongly feel this would not be in customersõ 

interests, and it would be a breach of our regulatory obligations.  

¶ Some suggestions that AusNet take a more active role than proposed in supporting community energy groups, 

and subsidising or dedicating resources to projects. We do not consider it to be in customersõ interests to 

socialise the cost of community energy pro jects beyond what is proposed, which is to co -invest where it is cost -

effective to do so. We consider further support for community energy projects to be the role of government.  

Some feedback has not been incorporated because we consider it to be outside what is reasonable within our 

operating framework . This includes: 

¶ A 1% opex productivity factor. Our Benchmarking & Opex Panel have been advocating for a 1% opex 

productivity factor up from the standard 0.5% which we have not reflected.  

¶ The strongly -held view of a small group of customers in the workshops that the government or AusNetõs 

shareholders should pay for network services and/or improvements, which we do not consider realistic.  

¶ Suggestions of many customers that AusNet take an active role in increasing feed -in tariffs, or subsidising rooftop 

solar and battery systems. We consider this to be the role of government.  

More detailed and/or operational feedback has been taken on notice for consideration outside the Price Review 

process , including:  

¶ Monitoring outcomes and continuously reviewing expenditure programs as they are being delivered . 

¶ Many requests, particularly in the Coordination Groupõs report on our Draft Proposal , for areas that we share 

information on as they are being delivered . 

¶ Suggestions for communications campaigns. We received a lot of feedback highlighting the importance of 

communications and continuous improvement to them, which supports the $5m allowance for communications 

and education included in section 7.9.7 of this pr oposal and tested in the draft plan. While AusNet is not best -

placed to deliver all communications on energy, we are seen to have a unique role and be well -positioned to 

help keep customers informed on many topics. Topics for communications suggested repea tedly during 

consultation on the Draft Proposal  included informing customers of our plans, tariffs education, various solar 

matters including flexible exports and how to save money through solar, innovation activities, and network 

reliability and resilience plans.  

¶ Some more operational engagement suggestions and feedback on the Draft Proposal  document itself.  

Some has been taken on notice and will be addressed in the Revised Proposal , including:  

¶ Incorporating the latest information, particularly with respect to demand forecasts, into our final plans, and  

¶ Considering a request to extending the FRT22 feeder, creating redundancy for the Sandy Point area.  
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2.6. Plans for post -lodgement 

engagement  

We will continue engaging with customers and communities following the submission of this proposal to inform 

refinements to be included in our Revised Proposal. Supporting the AERõs public consultation on our proposal will be 

a key early step in this process.  

Our post -lodgement engagement strategy is designed to be flexible and responsive, adapting to feedback from the 

Australian Energy Regulator (AER) and other stakeholders as we progress towards our Revised Proposal.  

Our post -lodgement engagement approach is designed to be flexible and adaptable, allowing us to respond 

effectively to the AER's review and other stakeholdersõ feedback on our Proposal and (if needed) prepare a Revised 

Proposal that meets regulatory expect ations and serves the best interests of our customers.  

Our Coordination Group will continue to play an important role. Consistent with the expectations of the Better Resets 

Handbook, the Coordination Group is scheduled to submit a report on how our Proposal is aligned (or otherwise) to 

customersõ interests in or around March 2025. The Coordination Group will likely have some further meetings in 2025, 

pending the outcomes of the AERõs early assessments and public consultation process. 

Our refreshed Customer Consultative Committee (CCC) will serve as a central engagement body and 

accountability partner for us ongoing. We are currently recruiting for new CCC members following a significant 

refresh of the groupõs Terms of Reference. These Terms of Reference have been shaped considerably by our 

engagement process to support this proposal. The CCC may be involved in post -lodgement engagement if it is well -

placed to do so, including to discuss outstanding details, such as setting targets for o ur Customer Service Incentive 

Scheme design. These discussions will occur ahead of our Revised Proposal submission, ensuring that customer 

insights directly inform our plans.  

Depending on the Victorian Government's decisions regarding minimum reliability standards, we may reconvene the 

Electricity Availability Panel to engage on this important topic. This panel would likely be best -placed to engage on 

any new requirements or ex pectations regarding reliability standards, and landing on an approach for the revised 

proposal that is consistent with customersõ interests if updates are needed. 

 

2.7. Supporting documentation  

We have included the following documents to support our engagement and research chapter:  

¶ ASD - Coordination Group - Coordination Group Report on Draft Proposal - 31 Jan 2025 - PUBLIC 

¶ ASD - Lewers - Quantified Customer Values - Willingness to Pay - 31 Jan 2025 - PUBLIC 

¶ ASD - AusNet - Panel Focus Questions and Answers - 31 Jan 2025 - PUBLIC 

¶ ASD - Nation Partners - Vic DB Resilience Workshop #1 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - Painted Dog - Customer Segmentation Research - 31 Jan 2025 - PUBLIC 

¶ ASD - RPS - Vic DB Framework & Approach Workshop #1 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - RPS - Vic DB Framework & Approach Workshop #2 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - RPS - Vic DB Vulnerability Workshop #1 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - RPS - Vic DB Vulnerability Workshop #2 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - SenateSHJ - Customer Workshops Participant Feedback - 31 Jan 2025 - PUBLIC 

¶ ASD - SenateSHJ - Customer Workshops Round 1 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - SenateSHJ - Customer Workshops Round 2 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - SenateSHJ - Customer Workshops Round 3 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - SenateSHJ - Customer Workshops Round 4 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - bd Infrastructure - Vic DB Tariff Structure Statement Workshop #1 Report - 31 Jan 2025 - PUBLIC 
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¶ ASD - bd Infrastructure - Vic DB Tariff Structure Statement Workshop #2 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - bd Infrastructure - Vic DB Tariff Structure Statement Workshop #3 Report - 31 Jan 2025 - PUBLIC 

¶ ASD - AusNet - Council Forum Aug 2024 Meeting #1 Summary - 31 Jan 2025 - PUBLIC 

¶ ASD - AusNet - Council Forum Oct 2024 Meeting #2 Summary - 31 Jan 2025 - PUBLIC 

¶ ASD - AusNet - Customer Consultative Committee Terms of Reference - 31 Jan 2025 - PUBLIC 

¶ ASD - AusNet - SRG Meeting #1 Summary - 23 Feb 2023 - PUBLIC 

¶ ASD - AusNet - SRG Meeting #2 Summary - 28 Mar 2023 - PUBLIC 

¶ ASD - AusNet - SRG Meeting #3 Summary - 27 Apr 2023 - PUBLIC 

¶ ASD - AusNet - SRG Meeting #3a Summary - QCV Working Group - 25 May 2023 - PUBLIC 

¶ ASD - AusNet - SRG Meeting #4 Pack - 25 May 2023 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #1 Summary - 28 Aug 2023 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #2 Summary - 28 Sept 2023 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #3 Summary - 26 Oct 2023 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #4 Summary - 30 Nov 2023 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #5 Summary - 24 Jan 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #6 Summary - 13 Feb 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #7 Summary - 28 Feb 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #8 Summary - 6 Mar 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #9 Summary - 26 Mar 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #10 Summary - 9 Apr 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #11 Summary - 23 Apr 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #12 Summary - 15 May 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #13 Summary - 29 May 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #14 Summary - 11 Jun 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #15 Summary - 25 Jun 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #16 Summary - 10 Jul 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #17 Summary - 25 Jul 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #18 Summary - 8 Aug 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #19 Summary - 1 Nov 2024 - PUBLIC 

¶ ASD - Coordination Group - Coordination Group Meeting #20 Summary - 6 Dec 2024 - PUBLIC 

¶ ASD - AusNet - Coordination Group Deep Dive on Investment Planning Approach - 11 Dec 2023 - PUBLIC 

¶ ASD - AusNet - Coordination Group Deep Dive on Incentives Depreciation Innovation Meeting Summary - 16 Apr 

2024 - PUBLIC 

¶ ASD - AusNet - Coordination Group Deep Dive on QCV Meeting Summary - 29 May 2024 - PUBLIC 

¶ ASD - AusNet - Coordination Group Deep Dive on Connections - 10 July 2024 - PUBLIC 

¶ ASD - AusNet - Coordination Group Deep Dive on Repex Meeting Summary - 24 Jul 2024 - PUBLIC 

On our Community Hub page, you can find:  

¶ Panel meeting slide packs are confidential and can be found  in the panel  membersõ area on  Community Hub  

which requires login details to access , and   

¶ Full panel meeting summaries. The key points from each panel meeting, in our Panel Leadsõ words, are captured 

in the Coordination Group Meeting Summaries.  
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3. Network characteristics and 

operating environment  

3.1. Key points  

¶ We operate and manage one of the two rural distribution networks in Victoria. Split by the Great Dividing Range, 

our network spans from the northern and eastern suburbs of Melbourne eastward to Mallacoota, and north to 

the Murray River. It covers heavily f orested and mountainous areas, as well as the low lying and coastal regions 

of Gippsland. This area includes alpine regions, rural areas, high growth suburbs of Melbourne, coastal areas and 

forested areas with few customers.  

¶ Low customer density, difficult terrain and obligations to manage extreme bushfire risk make it comparatively 

expensive to serve our customers. It also creates challenges in providing a reliable and resilien t energy service, 

which has been clear in the last few extreme weather events (bushfires and storms) that have impacted the 

network and our customers.  

¶ Bushfire risk in our service area continues to be among the highest in the world, with the potential for 

catastrophic loss to life and property. Our previous $500  million investment in Rapid Earth Fault Current Limiter 

(REFCL) technology at 22 zone substat ions is mitigating bushfire risk. We also undertake more frequent asset 

inspections and vegetation management than interstate electricity distribution network service providers 

(DNSPs) in accordance with Victoriaõs bushfire regulations. 

¶ We face growing challenges from the increasing frequency and severity of extreme weather events that have 

widespread and devastating impacts. While all other networks are experiencing the impacts of a changing 

climate, extreme storms and bushfires have bee n a particular issue in Victoria in the current regulatory period. 

These challenges necessitate a step change in our preparedness, response, and recovery from these events to 

maintain supply reliability and to protect the ecosystem of essential services th at electricity distribution networks 

sustain. Accordingly, our Revenue Proposal contains proposed capex in a new category (resilience), and in 

consultation with our customers, we have developed business cases to ensure that our proposed resilience 

investme nts meet our customersõ needs efficiently. 

¶ The decarbonisation of the Victorian energy system poses challenges and opportunities for us. By 2035, 

electricity consumption is forecast to increase by about 50% compared to 2024, driven by the electrification of 

homes and businesses, uptake of electric vehicles, and new industrial load growth. In response, we are investing 

in new digital and data  analytics -enabling technologies, and investments in least -regret network and non -

network solutions that maximise option value. As the Victorian energy system co ntinues its transition to a net zero 

carbon future, we will continue to respond to and address emerging network issues, to ensure our network 

evolves and is managed in the most efficient and agile manner to meet the rapidly changing needs of our 

customers in an environment of high uncertainty.  

3.2. Chapter structure  

The structure of the remainder of this chapter is:  

¶ Section 3.3 provides key statistics regarding our network and the typical volume of our annual maintenance and 

renewal activities  

¶ Section 3.4 describes the physical and environmental challenges in our network area including harsh terrain, low 

customer density and significant bushfire and flooding risk. These factors impact our capital and operating costs;  

¶ Section 3.5 outlines the characteristics of our customer base  

¶ Section 3.6 explains the implications of the unprecedented changes taking place in the energy sector as 

Australia transitions to decarbonisation , and  

¶ Section 3.7 examines the implications of climate change and extreme events for the resilience of our network.  
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3.3. Key network statistics  

AusNet operates and manages an electricity distribution network serving the fringe of the northern and eastern 

Melbourne metropolitan area and the eastern half of rural Victoria (see Figure 3-1) delivering electricity to 

approximately 814,000 households and businesses.  

Figure 3-1: AusNet Electricity Distribution Network  

 

Source: AusNet.  

Approximately 90% of our customers are households and around 60% of our customers are in rural areas.  

The electricity network comprises a sub -transmission network that consists of predominantly overhead lines operating 

at 66 kV, with zone substations transforming the voltage and providing the feeder exit points for the distribution 

network, which generally  operates at a voltage of 22 kV and consists mainly of overhead lines but also includes 

underground cables. Some customers in remote and low population density rural areas are supplied by Single Wire 

Earth Return (SWER) Medium Voltage (12.7 kV) distributio n networks. Most of our customers are supplied at low 

voltage from distribution substations on the 22 kV network. The table below lists the key elements of our distribution 

system.  
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Table 3-1: AusNetõs distribution system  

Key network element  Number of elements  

Zone substations  67 

Distribution substations  62,830 

Power and public lighting poles  431,780 

Underground cable and overhead lines  45,980 kilometres  

Source: AusNet AMS 20 -01 

Each year our renewal and maintenance activities typically include approximately:  

¶ 115,000 poles and pole tops being inspected  

¶ 3,000 poles being replaced  

¶ 2,100 cross-arms being replaced  

¶ 235 km overhead conductors being replaced, and  

¶ 22,000 streetlights being replaced.  

Our expenditure requirements are unavoidably affected by the physical and environmental attributes of our service 

area, which are discussed in the next section.  

 

3.4. Physical and environmental 

characteristics  

Our network has several physical and environmental characteristics that pose significant challenges to reliable 

service provision and impose higher costs on our business than on networks without these characteristics. These 

characteristics include:  

¶ The physical separation of the network by the Great Dividing Range and associated harsh terrain  

¶ A rural network with resulting low customer density, and  

¶ Climate, terrain and vegetation that contribute to a high risk of bushfire and floods.  

3.4.1. Physical separation of network and harsh terrain  

The footprint of our network is physically separated by the Great Dividing Range. Given this topography, we operate 

two service delivery regions, the East Region and North Region. This ensures our regional centres are appropriately 

resourced and that we ca n address challenges in an expedient manner. Consequently, our service centres tend to 

have lower levels of resource utilisation than other rural networks. In addition, our service teams operate across 

service areas that are affected by difficult terrain, as illustrated in the figures below.  
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Figure 3-2: AusNetõs distribution network separated by the Great Dividing Range 

 

Source: AusNet  

Figure 3-3: Harsh terrain affects network operations  

 

Source: AusNet.  



 

 60 
 

 

3.4.2. Rural network with low customer density  

The rural nature and physical characteristics of the topology of our network area also mean that we have low 

customer density compared to other DNSPs.  As shown below, over 92% of our network (by line length km) is in rural 

areas.  

Figure 3-4: Proportion of network in rural area (km line length) in 2024  

 

Source: Electricity Benchmarking RINs, 3.7 Operating Environment Terrain Factor Rural Proportion %.  

The figure below shows that our service area has much lower customer density than our Victorian peers and results in 

a higher cost  per customer.  

Figure 3-5: Victoria population density  

 

Source: Department of Land, Environment, Water and Planning, Population and Housing in Regional Victoria, 2020. Using 2016 ce nsus data.  

A large proportion of feeders supply low density customer areas, which is defined as lot sizes exceeding 2000 square 

meters (m 2). Furthermore, 25% of our distribution feeders have less than 10 customers for each km of line length.  
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3.4.3. High bushfire risk  

The climate, terrain and vegetation of eastern Victoria contribute to the regionõs high level of bushfire risk. 

Accordingly, our service area is exposed to a particularly high level of bushfire risk, as evidenced by recent bushfire 

activity in our network area and the catastrophic 2009 Black Saturday bushfires.  

The figure below shows the high level of bushfire risk in eastern Victoria relative to other jurisdictions. The level of 

bushfire risk is defined as, for a given ignition source, the likelihood of a bushfire developing multiplied by the 

consequence of a bu shfire in that area.  

Figure 3-6: Bushfire risk in Australia  

 

Source: Blong, R., Sinai, D., & Packham, C. (2000). Natural Perils in Australia and New Zealand. Melbourne, Australia: Swiss Re Australia.  

Substantial communities are settled within eastern Victoria, including in areas where there is an ôextremeõ level of 

bushfire risk. As a result, our service area is one of the worldõs worst areas for bushfires with the potential to cause 

catastrophic losses to life and property.  

Our policy is to implement a bushfire mitigation management strategy that complies with legislative requirements 

and creates a harmonious balance for community safety, preservation of the environment and cost effectiveness. 

Specifically, we aim to:  

¶ Minimise  the risk, to as low as reasonably practicable, of fire ignitions by our distribution network assets that could 

become a wildfire and threaten public safety and property  

¶ Meet  the requirements of the Electricity Safety Act 1998, all relevant regulations and the Victorian Electricity 

Distribution Code  

¶ Regularly  review and develop management programs, processes, practices, methods and implement 

efficiencies for the benefit of customers and other stakeholders  

¶ Minimise  the frequency and length of disruptions to the general public  

¶ Be committed to the safety of the community and employees engaged in the provision of services  

¶ Preserve and enhance the environment , and  

¶ Raise awareness of all aspects of bushfire mitigation through increased communication.  

In 2016, bushfire mitigation regulations were introduced that require us to meet new performance standards for lines 

originating from 22 selected zone substations. The installation of Rapid Earth Fault Current Limiters (REFCLs) is the only 

technically feas ible solution capable of meeting the specified performance requirements. This electrical protection 

technology is designed to minimise the fault current (energy) dissipated from phase to earth (wire to ground) faults 

on the 22 kV network to reduce the risk  of fire ignition associated with network incidents.  

AusNet has now completed this $500  million REFCL installation program, which covers more than 40,000 square km, 

protecting over 18,000 km of electrical powerlines and 300,000 homes and businesses . 
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Figure 3-7: AusNetõs REFCL program  

 

Source: AusNet.  

In addition to delivering the REFCL program, bushfire risk in our service area is mitigated through our asset inspection 

and vegetation management programs. For example, we have approximately 218,000 poles in areas designated as 

hazardous bushfire risk. In spection of these assets occurs at intervals of less than 37 months through a combination of 

ground (test and inspection) and an aerial -based inspection cycles.  

Vegetation clearances adjacent to overhead powerlines are managed in accordance with the Electricity Safety 

(Electric Line Clearance) regulations. In addition, our Vegetation Management Plan is provided annually to Energy 

Safe Victoria for its review and acceptance. This plan includes procedures for the cyclic inspection, customer 

notification and consultation and the pruning and removal of vegetation to maintain the prescribed clearance 

spaces. Each year, approximately 268,000 powerline spans are inspected  for vegetation and 5,000 hazardous trees 

are removed.  

3.4.4. Flooding risk  

Our distribution network is in areas where the average annual rainfall ranges from 600 millimetres (mm) to 1,200 mm. 

Some parts of the network in the Northern and Eastern regions are also affected by flooding hazards. For example, 

approximately 35% of all network feeders have some parts in flood hazardous areas.  

3.4.5. Ageing and potentially unreliable assets  

AusNet has an ageing electricity distribution network, with a significant proportion of these assets approaching the 

end of their technical lives.  

Our asset management plans include specific tasks and activities required to optimise costs, risks and performance 

of the assets. A key activity carried out to optimise the costs, risk and performance of ageing and potentially 

unreliable assets is the deve lopment of asset category risk profiles based on asset condition data.  

Condition monitoring techniques are utilised to detect early stages of asset degradation before poor condition 

becomes a significant risk to the safety of personnel, network reliability and the environment. A range of condition 

monitoring techniques are  used to monitor and analyse the mechanical and electrical condition and performance 

of the various asset classes to accurately forecast future augmentation and replacement requirements.  

Zone substation plant and equipment is subject to a combination of periodic and duty cycle inspection and 

maintenance programs derived from manufacturer recommendations and industry experience. Line assets are 

subject to cyclic inspection and other techniq ues such as automated image processing using high resolution aerial 

images, Smart Aerial Imaging and Processing (SAIP), for conductor condition assessment.  

The risks associated with network assets are quantified through the application of dependability management 

techniques incorporating reliability centred maintenance (RCM) process. Dependability management requires the 

analysis of availability performance a nd the influencing factors of reliability, maintainability, and maintenance 

support under given conditions over a specified period for individual network assets. Failure Mode and Effects 

Analysis (FMEA) and Failure Modes, Effects and Criticality Analysis ( FMECA) are the techniques employed to identify 

risks of the systems and equipment of the networks. These techniques subdivide the systems into elements (or 

subsystems) and for each element, identify ways in which it might fail, failure cause and the effect s of the failure. 
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When necessary, the Ishikawa analysis (fishbone) method may be employed to enhance FMEA/FMECA analysis to 

understand the causes of potential events and the drivers of risk. This understanding is then used to design strategies 

to prevent adverse consequence s or enhance positive ones.  

Asset condition data collected during scheduled maintenance tasks is used to determine dynamic time -based 

probability of failures and percentage of remaining service potential (RSP) of the asset in that lifecycle phase.  

Risk profiles for each asset category can then be generated and then used to establish optimised maintenance and 

asset replacement plans.  

3.4.6. Keeping the power on in the face of challenges  

For regulatory purposes, network outages are separated into whether they occur in normal conditions or on a Major 

Event Day, which is statistically defined based on a threshold relating to the quantum of outages on a particular day.  

From a customer perspective, outages have an impact whether they occur on a Major Event Day or not, noting that 

on Major Event Days the reason for the outage ( e.g.  a storm) may be clearer to customers, which may somewhat 

reduce frustration.  

The below chart shows that, while our network -wide BAU reliability has remained relatively constant since 2010, Major 

Event Day Outages has very significantly increased. This is driven by a couple of factors:  

¶ Around 2010 we made significant investments in uplifting reliability, including Distribution Feeder Automation 

(DFA) schemes, in response to the Service Target Performance Incentive Scheme (STPIS). These investments led 

to a step improvement in reliability . Network level reliability (measured in system minutes) has remained relatively 

constant since.  

¶ Since 2020, we have experienced several extreme weather events which have resulted in very significant 

outages for many of our customers. These very large events have classified as Major Event Days and are 

described in section 3.7.  

Figure 3-8: Driving reliability improvements (1999 ð 2024)  

 

Source: AusNet RIN data  

Note: System average duration of unplanned interruptions per customer (SAIDI).  

Since 2010 the gap in reliability (measured by outage duration (SAIDI)) between our urban and customers in rural 

parts of the network has grown. This trend is very strong when including the impact of Major Event Days due to the 

very significant bushfires a nd severe storms that have impacted heavily impacted primarily rural parts of our network 

in the last few years.  
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Figure 3-9: Gap between urban and rural customer reliability (USAIDI minutes, including Major Event Days) (2010 to 

2024) 

  

Customer feedback, research and engagement has highlighted to us the issues caused by poor network reliability 

and resilience. Our plans to address this feedback and start to close the gap presented above through uplifting 

reliability and resilience are outlined in  sections 6.9 and 6.12.  

3.5. Our customers  

The network supplies electricity to a diverse group of customers, including residential, business and large commercial 

and industry customers. Within these groups of customers, there are very diverse energy needs and it is our role to 

understand difference s in customer needs and preferences and develop our plans with this in mind.  

 

3.5.1. Who are our customers?  

Our network covers a vast geographic area as outlined in section 3.4. While two -thirds of AusNet's network covers 

rural Victoria and one -third serves metropolitan areas, approximately two -thirds of our customers reside in Greater 

Metropolitan Melbourne, wi th the remaining one -third located in rural Victoria. A number of feeders in the Greater 
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Metropolitan Melbourne region are among the most challenging areas to serve and experience levels of reliability 

more similar to regional or remote areas.  

A comparison of the characteristics of our residential customers with the Victorian average is shown below.  

 

 

 

3.5.1.1. Customers experiencing vulnerability  

Customers experiencing vulnerability are a diverse group including but not limited to those:  

¶ Experiencing socio -economic vulnerability: low -income families, financial assistance recipients, job -seekers 

¶ Having communication difficulties: English as a second language, Auslan users  

¶ Needing life support equipment: kidney dialysis machine, oxygen concentrator, chronic positive airways 

pressure respirators and more , and  

¶ Living with disability and health or medical condition . 

¶ Five areas within our networks that are considered  socio -economically vulnerable: Moe, Bairnsdale, Benalla, 

Wonthaggi  and  Morwell . 

As explained in Section 2.4.6, we have been listening to the additional support we could provide to customers 

experiencing vulnerability. While these customersõ typically priorities are largely consistent with the broad customer 

base ð such as needing a re liable energy supply, clear communication or people available to connect them with 

support services and information when the power is out ð they may face additional challenges or greater impacts 

when we donõt get these services right. 

We are committed to improving how we understand and respond to the diverse needs of all customers by 

enhancing our communication, refining support processes, and collaborating across the sector to address complex 

challenges. These efforts will ensure our a pproach remains inclusive and responsive as part of our business -as-usual 

activities to understand our customersõ needs and the diversity within them, and inform good service design. 

We have outlined our commitments to customer service improvements in the Customer Commitments in the 

Executive Summary.  These include a commitment to continue the valuable work we have been doing in the current 

regulatory period through our Vulnerability Research Grant  and evolving this program to be more flexible and 

maximise its value .  

  

* The total number of residents aggregated in Census 2021.  
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3.5.2. How do our customers use electricity?  

Our customer segmentation study (described in section 2.4. 2) explored how different customers used electricity, 

including their attitudes and behaviours. We identified five customer segments and multiple sub -segments, each with 

distinct consumption pattern, were discovered through the analysis of smart meter data.  Some of our findings are 

below:  

¶ The largest residential customer segment is Time Surfers, accounting for 65% of all customers:  

o Typically working families with school -aged children  

o High reliance on mains gas as a key energy source at home  

o Low solar adoption rate but some sub -segments showing strong adoption intention  

o Feel like they could do more to reduce household energy consumption  

¶ Two distinctive segments of energy exporters (High and Medium Exporters) with different demographic and 

behavioural traits:  

o High Exporters are typically older households without children while Medium Exporters are working families 

with children still living at home  

o Both groups are keen adopters of renewable technologies  

o High Exporters showed strong desire to be independent from the grid  

¶ Most Night -time Water Warmers  are customers with off -peak electric hot water systems that run at night, which 

explains the timing of their peaked consumption  

¶ Day -Time Actives represent the smallest of our customers, accounting for 4%:  

o Use electricity throughout the daytime  

o Typically consists of singles or couples with no children  

o They are more likely to live in newer properties, often with pools and spas.  

These insights have built our understanding of our customer base and informed various parts of our revenue proposal 

and strategy development.  

Our customers are also the lowest average users of electricity in the NEM, both in terms of energy per customer and 

coincident maximum demand per customer. This is driven by a few factors including a relatively high share of 

residential customers and a low  number of heavy industrial users in our network. Our residential customers also have 

some of the highest share of solar PV.  

Figure 3-10: Energy per customer (kwh)  
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Figure 3-11: Coincident maximum demand per customer (MW)  

 

Source: AER RIN data 

 

3.6. Decarbonisation and energy 

transition  

The energy sector in Australia is currently undergoing unprecedented change due to decarbonisation, resulting in a 

fundamental shift in how electricity is produced and consumed, as depicted in the figure below.  

Figure 3-12: Electricity market transition  

 

Source: AusNet  
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The energy transition involves reducing emissions by changing technologies in large -scale generation. It also involves 

a significant increase in the installation of localised customer energy resources (CER), the most obvious example of 

which is the solar PV systems on customersõ roofs. As we transition towards net zero, the installation of batteries and 

the penetr ation of electric vehicles will continue to increase.  

Key elements of the energy market transition include:  

¶ The decarbonisation of the electricity supply chain, transitioning from fossil -fuels to renewable generation  

¶ A more decentralised electricity system with sustained growth in CER, particularly rooftop solar photovoltaic (PV) 

installations, large distributed renewable embedded generation, and customer and community battery energy 

storage systems (BESS) 

¶ Electrification of the gas and transport sectors, to energy -efficient electric appliances, heat -pumps and plug -in 

electric vehicles (EV)  

¶ A wider range of consumer demand -side management options, including smart appliances, home energy 

management systems, virtual power plant programs, demand -response programs, and other digitally enabled 

energy management systems, and  

¶ The introduction in August 2021 of a Rule change to clarify that export services from CER are part of the core 

services to be provided by DNSPs, and that DNSPs have an obligation to efficiently integrate higher levels of CER 

into their distribution network s. 

In August 2024, the Victorian Government published a document titled Cheaper, Cleaner, Renewable: Our Plan for 

Victoriaõs Electricity Future. The document forecasts that by 2035:  

¶ Electricity use will increase by about 50% compared to 2024, driven by the electrification of homes and 

businesses, uptake of electric vehicles, and new industrial load growth.  

¶ There will be an increasing amount of electricity use through the conversion of gas products to electricity and 

through transport, with the addition of 1.4 million electric cars and an equal amount of charging ports. Electric 

vehicles will consume 8 terawa tt hours of electricity every year, while an additional 7  terawatt hours of annual 

electricity consumption will be associated with electrification - gas usage that will be replaced with electricity.  

¶ To support this increase in consumption, about 11.4 GW of new grid -scale renewable generation projects will 

need to be connected to the Victorian transmission and distribution networks, with a total of 222 offshore wind 

turbines and 900 additional land - ba sed turbines.  

¶ Around 7.6  GW of additional rooftop solar (an extra 27 million solar panels) and 4.3  GW of distributed storage will 

be installed, including behind -the -meter batteries, demand -side participation and smaller front -of -meter assets 

such as neighbourhood batter ies. 

The electrification of the transport sector and switching from gas supply will continue to gather pace as Australia 

transitions to net zero. The Victorian Governmentõs plans to shift away from fossil gas usage are detailed in Victoriaõs 

Gas Substitution Roadmap 7, a document which is updated annually. Key features of the December 2024 update 

include:  

¶ Listing policy actions that have been taken to date, including the gas connections moratorium, strengthening 

national efficiency standards for new homes and prohibiting gas distribution businesses from providing incentives 

to connect gas, and  

¶ Highlighting actions that are under consideration including energy efficiency standards for rental homes and 

mandating the progressive electrification of existing buildings.  

To illustrate the trend towards transport electrification, the figure below shows the projected growth in the market 

share of electric vehicles for each of three scenarios in AEMOõs 2024 ISP. 

 

7 Victoriaõs Gas Substitution Roadmap, Department of Energy, Environment and Climate Action, accessed here: Victoria's Gas Substitution 

Roadmap  

https://www.energy.vic.gov.au/renewable-energy/victorias-gas-substitution-roadmap
https://www.energy.vic.gov.au/renewable-energy/victorias-gas-substitution-roadmap
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Figure 3-13: CSIROõs projected electric vehicle market share 

 

Source, AEMO, 2024 Integrated System Plan.  

Both gas and transport electrification are expected to have material impacts on electricity demand and 

consumption, as explained in Chapter 4.  

In a similar vein, the forecast increase in the installation of solar PV generation on our network is significant. Over 

218,000 of our customers already have solar installations and we expect this number to be around 333,800, by 2031, 

an increase of around  53%. 

AusNet has the highest solar penetration of the Victorian distributors, above the industry average.  

Figure 3-14: Proportion of customers using export services in 2023 -24  

 

Source: AER export services data.  
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The figure below shows that the level of solar penetration varies across our network. There are currently areas of our 

network with solar penetration greater than 50% (the red areas in the figure below).  

Figure 3-15: Residential solar penetration by postcode as at November 2024  

 

Source: AusNet.  

This increase in the size and quantity of solar is creating some challenges on our network. For instance, the rising 

challenge of low energy demand during the day can cause power quality issues that can be harmful to customer 

appliances as well as to the n etwork. Increased penetration of CER has also resulted in significant reverse power 

flows and light load conditions in some parts of the network, triggering augmentation of the low voltage network to 

manage these reverse flows and voltage levels.  

The figure below shows the location of existing constraints and future emerging constraints. This shows that the 

limitations are relatively evenly spread across the rural and urban parts of the network. Weaker parts of the network 

are currently experiencin g constraints, but ôstrongerõ areas will increasingly be impacted. 

Figure 3-16: Distribution substation limitations (date at which expenditure becomes economic)  

 

Source: AusNet.  
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The decarbonisation of the Victorian energy system poses challenges and opportunities for us. In response, we are 

investing in new digital and data -analytics enabling technologies, and investments in least -regret network and non -

network solutions that maxi mise option value. These include:  

¶ Investments that facilitate the growth of CER, which empower customers to generate, consume and store 

energy to lower their energy bills, including by supporting the network  

¶ Rolling out flexible exports for all new solar connections by 1 July 2026, leveraging investment that has been 

made to meet the requirements of the Emergency Backstop scheme  

¶ Offering flexible load connections to commercial and industrial customers and trialling flexible load connections 

for smaller customers  

¶ Exploring non -network alternatives to address constraints, which has offset part of our proposed LV 

augmentation program, and  

¶ Our large renewable connection program, which will facilitate the connection of the utility scale renewable 

generation required to replace the closure of coal plant which is forecast to withdraw by 2034 -35.  

As the Victorian energy system continues its transition to a net zero carbon future, we intend to continue to respond 

to and address emerging network needs, to ensure our network evolves and is managed in the most efficient and 

agile manner. This includes taking steps to become a Distribution System Operator.  

We are planning the development of our network to ensure the service level performance that we plan to deliver 

meets the rapidly changing needs of our customers in an environment of high uncertainty.  

3.7. Climate change and 

network resilience  

Electricity networks face growing challenges from the increasing frequency and severity of extreme weather events 

that have widespread and devastating impacts.  

Following the June and October 2021 storms in Victoria, an Expert Panel was established by the Victorian 

Government to examine how distribution network businesses can improve their preparedness for, and response to, 

prolonged power outages arising from sto rms and other extreme weather events. One of the Expert Panelõs key 

recommendations was to create an obligation on distributors to adopt five -yearly Network Resilience Plans. We have 

developed our plan, and its costs and benefits are reflected in this Reve nue Proposal.  

Natural hazard events may be caused by a number of factors, including high winds, high rainfall, hail storms, 

lightning strikes, localised or widespread flooding, localised or widespread bushfires, and coastal surges. These events 

may lead to outages that are prolonged (longer than 12 hours) and/or widespread (in terms of the geographic area 

and the number of customers affected). The impacts of climate change are already being observed in Victoria, with 

the stateõs communities, economy, and environment already feeling its effects. Victoriaõs climate is projected to 

experience an increase in the intensity and frequency of extreme weather events including floods, heatwaves, and 

bushfires, as well as longer term changes in climate including higher average tempe ratures, reduced average 

rainfall and higher sea levels. This will change the profile of existing risks that AusNet manages, and potentially create 

new risks.  

Resilience means having the investments and capabilities in place to effectively withstand and recover from 

disruptions, including extreme weather events. Resilience does not require the complete prevention or avoidance of 

impact on the power system, but a  degree of mitigation and the containment of the impact of the events when 

they occur. In addition, customer and community resilience is greatly assisted if hubs can be established where 

people are able to go to obtain information, food, fuel, to charge ph ones or computers, have showers and receive 

general support.  

We have developed a res ilience  vision, which is consistent with AusNetõs company vision which is to be trusted to 

bring the energy today and build a cleaner tomorrow. The resilience vision has been  informed by a significant 

amount of customer and stakeholder feedback, research and engagement and recognises that our customers and 

the wider community expect us to be prepared for severe weather events. Our goals are also entirely customer -

focused, reco gnising the linkages with increasing electrification and depen dence on electricity; the value customers 

place on our adequacy of our response; and the importance of investing in a way that makes a meaningful 

difference to customer outcomes. Our strategic pillars describe the types of actions that we can take to facil itate 

greater resilience to major storm events, recognising that these actions extend well beyond traditional network 

investments to include expenditure in emergency response, communications and digital technology.  

The figure below sets out our vision, goals and strategic pillars for resilience . 
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Figure 3-17: Resilience vision and goals  

 

Source: AusNet.  

As explained in section 6.12 of this Revenue Proposal, our proposed resilience expenditure has been informed by our 

engagement with our Electricity Availability Panel and consumers more broadly, who have helped us to target our 

efforts that best meets the needs of our customers and communities.  

We have recently experienced some of our worst outage  events  on record , caused by extreme weather : 

¶ 2019/20 bushfires : The òBlack Summeró bushfires caused widespread devastation across regional areas and in 

total, 1,000km of AusNetõs powerlines were affected resulting in 60,000 of our households and businesses being 

off supply. Over 1.5 million hectares were burnt in the fires and more than 300 homes were destroyed. This was 

the first time the Victorian Government declared a state of disaster.  

¶ June 2021 storms : On 9 June 2021, major storms caused widespread damage across Victoria. Parts of Victoria 

recorded more than 280  mm of rain and experienced wind gusts of more than 100  km per hour. Three days after 

the event, 68,000 homes and businesses remained off supply, while more than 9,000 homes and businesses 

remained without supply a week later. At the time, it was the largest storm on record. In total, fourteen 66kV 

powerlines were taken out of service, fifty -eight 22kV powerlines reported faults a nd 10 zone substations went 

black in AusNetõs distribution area. This resulted in 249,000 households and businesses being off supply.  

¶ October 2021 storms : On 29 October 2021 (within months of the June 2021 storm) another storm event created 

widespread devastation. Damaging winds (e.g., 146 km/h at Wilsons Promontory) rain and hail hit Western 

Victoria, the southwest and Metro Melbourne. As a result, nearly 530,000 homes and businesses across Victoria 

were off supply at peak. Three days after the event, approximately 24,000 homes and businesses remained off 

supply, with over 2,500 homes and businesses still without supply after one week.  

¶ February 2024 storms : On February 13, 2024, Victoria experienced a catastrophic storm event that damaged 

12,000 km of powerlines and poles across the stateõs electricity distribution businesses, causing widespread 

power outages. Six 500kV transmission towers collapsed and AEM O instructed load -shedding of approximately 

92,000 homes and businesses , state -wide. The February 2024 storm is the largest that AusNet has experienced, 

resulting in more than 297,000 of our customers being off supply.  

¶ September 2024 storms ð On 1-2 September 2024, Victoria experienced an extreme storm that caused 

widespread damage to many households, businesses and infrastructure and widespread outages across our 

network . Approximately 340,000 homes and businesses lost  power. Damaging winds were recorded overnight 

(e.g., 146 km/h at Wilsons Promontory) and the Bureau of Meteorology likened the event to a category two or 

three cyclone 8. Due to improvements in our operational response since the February 2024 storm event, all 

customers were restored by 8 September, 1 week after the event.  

As explained in the Victorian Governmentõs review, these events highlight that distribution businesses no longer 

operate in an environment which is òsteady state ó. The potential for weather and security events that cause impacts 

at scale is real. This requires a step change in distribution businesses preparedness, response, and recovery from these 

events to protect the reliability of power Victorians value and to prot ect the ecosystem of essential services that 

electricity distribution networks sustain. 9 Accordingly, resilience is a new capex category for this Revenue Proposal 

and we have developed business cases for  resilience investments that efficiently meet our customersõ needs and 

expectations . 

 

8 ABC News, As destructive winds die down, Victoria deals with the aftermath of violent storms 3 September 2024, link: As destructive winds 

die down, Victoria deals with the aftermath of violent storms - ABC News  
9 Victorian Government, Network Review into the transmission and distribution businesses operational response to the 13 Februar y 2024 

Storms, Interim Report, June 2024, page 5.  

https://www.abc.net.au/news/2024-09-03/weather-wrap-victoria-winds-forecast/104300516
https://www.abc.net.au/news/2024-09-03/weather-wrap-victoria-winds-forecast/104300516
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4. Demand and energy forecasts  

4.1. Key points  

AusNet has a regulatory obligation to connect new customers to our network, and to meet our customersõ expected 

demand for electricity. In order to meet these obligations, we undertake granular 10 year forecasts of customer 

connections and spatial demand a s an input to our expenditure plans. In contrast to earlier regulatory periods, we 

also focus on the capability of the network to enable customers to export electricity and address the associated 

technical challenges. In addition to forecasting maximum and  minimum electricity demands which underpin our 

expenditure forecasts, we also prepare forecast energy consumption to enable us to set network tariffs, so that we 

recover revenues in accordance with our maximum allowed revenue.  

Our modelling approach has significantly improved over the last decade. The granularity of our forecast method 

reflects the dynamic changes impacting our network, including the growing uptake of rooftop solar generation, the 

emergence of electric vehicles,  and the electrification of gas. Granular forecasts ensure that our capital expenditure 

forecasts accommodate new connections, address changes in electricity usage and enable our customers to 

maximise the value from their CER investments.  

Our forecasts for customer numbers, energy consumption and minimum and maximum demands for the 2026 -31 

regulatory period are set out in the table below. The key points are:  

¶ Our customer base is forecast to grow steadily by around 1.8% per annum, in line with the Victorian 

Governmentõs forecasts. Our forecast growth rate is lower than the actual and expected growth rate of 2.1% 

per annum for the current regulatory period.  

¶ Energy use from the network is expected to start increasing after a decade of declining energy consumption. A 

key reason for this growth is the impact of electrification which will offset the impact of continued energy 

efficiency and increasing solar gener ation that tend to reduce operational energy consumption.  

¶ Maximum demand is forecast to grow by 2.9% per annum over the 2026 -31 regulatory period, 10 reflecting the 

underlying increase in electrification and recognising that maximum demand is likely to occur when solar 

generation declines late in the day.  

¶ Minimum demand will continue to fall as solar penetration continues to increase, supported by government 

policies and customer inter est.  

Table 4-1: Demand, energy and customer number forecasts  

 
2026-27 2027-28 2028-29 2029-30 2030-31 

Customer numbers  857,955 873,368 888,701 904,029 919,311 

Energy consumption (GWh)  8,429 8,730 9,049 9,374 9,642 

Maximum demand (MW)  2,185 2,252 2,317 2,385 2,449 

Minimum demand (MW)  -568 -628 -669 -704 -742 

Source: AusNet.  

The remainder of this chapter is structured as follows:  

¶ Section 4.2 provides a high level overview of our forecasting methodology . 

¶ Section 4.3 explains our forecasting methodology and forecasts for customer numbers including residential, and 

small, medium and large business customers . 

¶ Section 4.4 explains our forecasting methodology and forecasts for energy consumption . 

¶ Section 4.5 explains our forecast methodology and forecasts for spatial demand including maximum and 

minimum demand forecasts . 

¶ Section 4.6 explains how our forecasts satisfy the requirements in the Rules . 

¶ Section 4.7 sets out the supporting documents for the matters discussed in this chapter.  

 

10 This growth rate, as well as the forecasts for maximum and minimum demand in the below table, reflect POE50 non -coincident forecasts, 

at the zone substation level.  
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4.2. Overview of the forecasting 

methodology  

Our forecasting methodology has improved significantly over the last decade as we adapt to the factors impacting 

the energy and demand on our network. The most significant change has been the growth in rooftop solar which 

enables customers to self -consume and export excess solar back into the grid. Given that rooftop solar uptake varies 

significantly across our network, our forecasting methodology needs to capture granular information at specific 

network locations rather than be based on network averages. W e are also on the cusp of further material changes in 

the energy landscape , expecting  growth in electric vehicles, greater penetration of household, community and grid -

scale batteries, and electrification of homes and businesses . These changes will affect usage patterns across our 

network that must be anticipated to optimise our expenditure plans.  

We have progressively developed and adapted our forecasting methodology to reflect the more complex 

operating environment. We have implemented a ôbottom upõ granular model to forecast customer numbers, energy 

consumption, and maximum and minimum demand. Th e method utilises advanced metering infrastructure (AMI) to 

account for differences in energy usage patterns, particularly different household types and customers with solar 

and other technologies.  

Our model was initially developed by Monash University in 2015. We have adapted that model over time to include 

forecasts of minimum demand, and to account for the impact of rooftop PV, EVs and electrification of gas. The key 

steps in our forecasting proce ss are: 

¶ Extract historical data including customer numbers, operational demand, rooftop PV capacity, embedded 

generation, and weather and solar variables  

¶ Forecast key inputs including customer numbers and rooftop PV and battery capacity by postcode location, 

using information from the Victorian Government and AEMO. This also includes forecasting uptake of electric 

vehicles and electrification of gas  

¶ Simulate the future, taking into account temperature, solar, and seasonal variables, and recording the model 

results for 1,000 simulations, and  

¶ Apply post model adjustments including block loads and transfers.  

Further detailed information on our methodology is provided in a supporting document to this Revenue Proposal.  

The values of the key inputs of the model are set out in the table  below . 

Table 4-2: Key inputs into the model  

 
2026-27 2027-28 2028-29 2029-30 2030-31 

% of customers with rooftop solar  
34% 35% 36% 36% 37% 

Average load from electric vehicles 

(MW)*  
17 25 35 47 60 

Average load from electrification of 

gas (MW)*  
35 52 70 85 99 

Source: AusNet.  

* Measured over a 30 minute  period  
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4.3. Customer number forecasts  

We have an obligation to connect new residential, commercial and industrial customers to our network. The cost of 

connecting new customers is reflected in our customer connection expenditure based on forecast volumes of new 

connections and expected unit co sts. Customer connection forecasts are also an important input to both our energy 

consumption and maximum and minimum demand forecasts.  

The remainder of this section sets out our forecasting methodology and resulting forecasts of customer numbers for 

the 2026 -31 regulatory period.  

4.3.1. Customer connection forecast methodology  

Our methodology separately forecasts the number of residential and non -residential customers that will connect to 

our network.  

For residential customers, the starting point is to apply an independent assessment of the projected growth in 

households as published by the Victorian Government in its 2023 Victoria in Future (VIF) publication. The VIF report 

provides five -yearly snapsho t forecasts of population and dwelling numbers for regions defined as Victoria in Future 

Small Areas (VIFSA). VIFSA regions are at Statistical Area 2 (SA2) level which are comparable to postcodes in terms of 

area coverage. The VIFSA level forecasts can be approximately mapped to zone substation regions and to feeders 

and terminal stations. Below the zone substation level, feeders are also apportioned to the nearest VIFSA (or multiple 

VIFSAs) to derive forecast customer numbers.  

Where there is evidence that the VIF projections do not reasonably reflect expected growth, the VIF forecasts are 

adjusted. Any adjustment is based on recent trends and an assessment of local conditions. For example, by utilising 

the expert knowledge of ne twork planners responsible for particular regions or using information from other sources, 

such as specific connection inquiries and/or information made available by housing developers and industry bodies.  

While the VIF publication is the primary data source for forecasting residential customers, it does not contain 

projections for commercial or industrial customers. As there is no dependable data source on which to base trends 

for these customers, we:  

¶ determine the historical relationship between the residential customer base and the customer numbers for each 

of the commercial and industrial sectors , 

¶ apply this historical relationship to establish the commercial and industrial  customer numbers for the start of the 

regulatory period , and  

¶ project the forecasts for the remainder of the regulatory period by applying the best available information, 

including general data trends.  

4.3.2. Customer numbers ð historical and forecast  

The table below shows that our total customer base has been growing by approximately 2.1% per annum during the 

current regulatory period.  

Table 4-3: Actual (billed) customer numbers 1 Jul 2019 to 30 Jun 2024  

Customer type  2019-20 2020-21 2021-22 2022-23 2023-24 
Growth rate 

per annum  

Residential  679,575 696,049 711,565 725,284 738,949 2.1% 

Small Business 56,447 57,526 58,814 60,466 60,955 1.9% 

Medium Business  9,657 9,752 9,851 9,873 10,003 0.1% 

Large Business 3,567 3,628 3,711 3,787 3,793 1.5% 

Total  749,246 766,955 783,941 799,410 813,700 2.1% 

Source: AusNet.  

Over the 2021 -26 period, we experienced an annual average growth rate of 2.1% for our residential customers, with 

a slightly lower growth rate of 1.9% for small business customers. Medium and large customer  numbers have 

continued to grow, but at a slower rate than other customer groups .  

Over the 2026 -31 regulatory period we expect the total customer base to increase at a lower growth rate of 1.8% per 

year, which means our customer base growing by more than 76,000 connections over the period. The table below 
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shows the detailed breakdown of our forecast. The total number of customers on our network is forecast to increase 

to over 919,000 by 2030 -31. 

Table 4-4: Customer number forecasts (year ended)  

Customer type  2025-26 2026-27 2027-28 2028-29 2029-30 2030-31 

Growth 

rate per 

annum  

Residential  765,418 779,800 794,118 808,390 822,628 836,813 1.8% 

Small Business 63,097 64,063 65,028 65,967 66,915 67,868 1.5% 

Medium Business  9,990 10,079 10,135 10,196 10,266 10,335 0.7% 

Large Business 3,931 4,013 4,087 4,148 4,220 4,295 1.8% 

Total 842,436 857,955 873,368 888,701 904,029 919,311 1.8% 

Source: AusNet.  

For residential customers, we expect an average increase of 1.8% per annum in the 2026 -31 regulatory period, which 

is a slightly lower annual increase than the current period. This primarily reflects projected population growth in the 

VIF publication. The growth is concentrated in key urban local government areas such as Whittlesea and Casey, 

which are located on the northern and south -eastern fringes of our metropolitan Melbourne network. Within our rural 

regions, the Shire of Baw Baw is also expected to g row strongly.  

Similar to the current period, we expect continued growth in small business customer numbers of 1.5% per annum, 

which is a lower growth rate than the current period, as a result of a slow -down in economic activity. Similarly, we are 

forecasting lower rates  of growth in medium and large customer numbers compared to the current period.  

Figure 4-1 shows the cumulative actual and forecast growth rate in customer numbers from 2016 -2031 for each 

customer type.  

Figure 4-1: Customer number growth 2016 -2031 for each customer type (financial years, index)  

 

Source: AusNet.  
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4.4. Energy consumption 

forecasts  

Annual energy consumption is the total amount of energy we deliver to our customers during a regulatory year. As 

already noted, energy consumption is important for tariff setting. While energy consumption forecasts do not drive 

our capital expenditure fore casts, they are aligned to our spatial demand forecasts given they rely on consistent 

inputs such as customer connections, household generation take -up and electrification.  

4.4.1. Energy consumption forecast methodology  

Energy forecasts are separately formulated for residential and non -residential customers, given their different 

consumption characteristics, such as sensitivity to weather.  

The key drivers of energy consumption include : 

¶ Expected new residential and business customer connections , including material block loads  

¶ Adoption of electric vehicles and substitution of gas with electricity  

¶ More extreme climate that leads to more demand for heating and cooling  

¶ Additional energy efficiency initiatives implemented by existing and new customers  

¶ The extent to which energy requirements are met by solar installations and batteries , and  

¶ Economic factors such as electricity prices and broader cost of living pressures.  

Figure 4-2: AusNetõs detailed approach to energy forecasting 

 

Source: AusNet.  
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4.4.2. Historical and forecast energy consumption  

While we have experienced steady growth in residential and business customer connections that increased energy 

consumption on our network, this has been offset by two factors over the last 15 years:  

¶ Improvements in energy efficiency stemming from energy efficient electrical appliances, improved building 

standards for new housing and major extensions that require 6 -star energy ratings in design, and energy 

efficiency policies focused on the residential  and commercial sector.  

¶ Growth in the number of rooftop solar PV installations that result in higher self -consumption by customers, 

particularly in the off -peak periods in the middle of the day.  

The table below shows energy consumption for the past  three years, compared to the AER -approved forecast.  

Table 4-5: Actual versus forecast energy consumption 2020 -23 (GWh)  

 2021-22 2022-23 2023-24 

Actual  7,854 7,588 7,599 

Forecast  7,336 7,300 7,259 

Difference  518 288 340 

Source: AusNet.  

While energy efficiency and self-consumption will continue to have a downward impact on energy consumption, 

there are offsetting drivers that are forecast to push energy consumption higher in the 2026 -31 period. This includes:  

¶ Electric vehicle uptake which is expected to accelerate significantly in the 2026 -31 period  

¶ The expected increase in residential and commercial customers switching from gas to electricity in the 2026 -31 

period , and  

¶ Block loads related to large residential developments and non -residential developments.  

Of these three drivers, the growth in electric vehicles is the primary reason why we expect energy consumption 

forecasts to increase in the 2026 -31 regulatory period. The figure below shows that the number of electric vehicles on 

our network is expected to  increase significantly over the next regulatory period and beyond.  

Figure 4-3: Forecast number of electric vehicles  

 

Source: AusNet.  

  



 

 79 
 

 

Table 4-6 shows the forecast energy consumption by customer segment.  

Table 4-6: Electricity volume forecasts 1 Jul 2026 to 30 June 2031 (GWh)  

Customer type  2026-27 2027-28 2028-29 2029-30 2030-31 
Growth rate 

per annum  

Residential  4,168 4,447 4,734 5,022 5,258 6.0% 

Commercial  1,380 1,392 1,402 1,413 1,422 0.8% 

Industrial  2,880 2,890 2,912 2,937 2,960 0.7% 

Total 8,428 8,729 9,048 9,372 9,640 3.4% 

Source: AusNet.  

Overall, our forecasts are in line with the medium -term forecast of annual electricity consumption published by 

AEMO, which also forecasts a gradual increase in consumption. 11  

 

 

4.5. Spatial demand forecasts  

We plan our network to ensure that we have sufficient capacity to meet the demand from our customers at times of 

peak usage. A maximum demand event usually coincides with very hot or cold days, which necessitate s the use of 

cooling or heating appliances. This generally occurs in the evening period when customers can no longer rely on 

their solar installations to power their houses.  

We generate maximum demand forecasts at a system and spatial level. The system demand forecast represents the 

maximum demand that we project to be recorded across our network and provides an indication of overall growth 

rates. However, for the purposes of planning our network, we rely on spatial demand forecasts of the specific 

maximum demands at different points of our network, which are driven by location -specific factors such as the mix 

of residential vs commercial customers, weather conditions, energy e fficiency, and uptake of solar and 

electrification. Therefore, the spatial demand forecast enable us to accurately forecast when a constraint may arise 

on our network that requires a network augmentation or a non -network solution, such as demand management .  

In addition to maximum demand forecasts, AusNet also develops periods of minimum demand on our network. This 

generally occurs in the middle of the day during periods of high solar output combined with mild temperatures. 

Minimum demand is increasingly impor tant as the power system and network can become unstable during these 

periods.  

4.5.1. Spatial demand forecast methodology  

Like energy consumption, maximum demand forecasts are also driven by growth in new customer connections, 

electrification of vehicles and gas appliances, energy efficiency, economic conditions and weather. The key 

difference is that maximum demand forecasts  are more sensitive to extreme heat or cold, particularly in areas that 

have a high proportion of residential customers. Maximum demand forecasts are less affected by rooftop solar 

uptake as peak times occur in the late afternoon or early evening, as solar  output declines. In contrast, minimum 

demand is predominantly driven by rooftop solar uptake as it means a greater proportion of customers will use their 

own solar (rather than the network) to power their homes and increases exports onto the distribution network.  

Our process to develop maximum and minimum demand forecasts is depicted in Figure 4 -4. The methodology relies 

on key inputs common to the energy consumption and customer connection forecasts, but with a focus on 

forecasting the maximum and minimum demand (30 minute interval) by network location.  

 

11 2024 Electricity Statement of Opportunities, August 2024, p157  
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Figure 4-4: Overview of demand forecasting methodology  

 

Source: AusNet.  

Further detailed information on our forecasting methodology is provided in the accompanying forecasting 

methodology document that is provided as part of our Revenue Proposal.  

4.5.2. System maximum demand forecasts  

Historically, maximum demand has tended to remain relatively constant, while energy consumption has declined. A 

key reason is that customers use solar to power their homes in the day, offsetting the growth in energy consumption 

from new customers. In contr ast, maximum demand typically occurs in the evening when customers do not have the 

option of using solar generation to power their homes.  

A second reason is that there is emerging evidence that newer connections are using more energy at the time of 

peak demand compared to connections built in the 2010s and in some cases, even earlier. The figure below shows 

the average household peak demand for non -solar customers in CY2024, by the year those customers connected to 

the network. In CY2024, peak demand was highest in the customers who most recently connected 12 and customers 

connecting in the last five years had an average peak demand that was higher than the average across all 

connection years. There are likely multiple drivers of this (including increasing electrification in new houses and 

diminishing gains fr om energy efficiency at time of peak) which will continue to be monitored.  

  

 

12 Customers who connected in 2023 and 2024 are excluded from this analysis, because even though there was a physical connection , 

those customers did not necessarily have a full 12 months of demand in CY2024.  
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Figure 4-5: Average household CY2024 peak demand (non -solar) by year connected  

 

Source: AusNet.  

The forecast growth rate for maximum demand is set out in the table below, with the historical and forecast trends 

shown in Figure 4-6. We forecast growth in maximum demand of approximately 2.9% per annum over the 

forthcoming regulatory period.  

For the 2026 -31 regulatory period we are proposing the introduction of a solar soak tariff to incentivise customers to 

shift electricity usage to the middle of the day when exports onto the network tend to peak.  However, the move 

towards electrification will add significant load to the network, and we expect that EV customers will continue to 

charge their cars during maximum demand periods, which will increase the peak. Similarly, the switch -out of 

common gas appl iances will also tend to occur outside the s olar soak period, also adding to peak demand.  

Table 4-7: Maximum demand: current and forecast regulatory period (non -coincidental, MW, at zone substation 

level, POE50)  

 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31 

Demand  2,132 2,081 2,128 2,185 2,252 2,317 2,385 2,449 

Growth rate  - -2.4% 2.3% 2.7% 3.1% 2.9% 2.9% 2.7% 

Source: AusNet.  

Figure 4-615: Non -coincident zone substation demand trend 2021 ð 2031 

 

Source: Economic benchmarking RINs, AusNet.  
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4.5.3. Areas of high maximum demand growth  

Locationally, demand growth across our network will not be evenly spread.  For example, customer number growth 

(and maximum demand) will be concentrated in two major growth corridors in Melbourneõs north and southeast. 

More than two -thirds of growth in demand is in the population centres served by eight of our zone substations:  

¶ Clyde North  

¶ Kalkallo  

¶ Cranbourne  

¶ Officer  

¶ Pakenham  

¶ Warragul  

¶ Doreen , and  

¶ Epping.  

The figure below shows where these higher growth areas are located within our network. It also demonstrates that, 

outside of these corridors, most of our network is forecast to have lower demand growth (the green areas) over the 

upcoming  regulatory period.  

Figure 4-7: Percentage change of maximum demand between 2026 and 2031, by zone substation  

 

Source: AusNet.  

As already noted, our spatial demand forecasts play an important role in our network planning and our capex 

requirements.   
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4.5.3.1. Minimum demand forecasts  

As already explained, minimum demand on our network has continued to fall over the last decade, driven by higher 

uptake of rooftop solar. Despite the proposed changes to our tariff structures, we expect minimum demand to 

continue to fall sharply across the  2026-31 regulatory period, as shown in the figure below.  

Table 4-8: Minimum demand: current and forecast regulatory period (non -coincidental, MW, at zone substation level, 

POE50) 

 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31 

Demand  -271 -399 -493 -568 -628 -669 -704 -742 

Growth rate  - 46.9% 23.7% 15.2% 10.4% 6.6% 5.2% 5.5% 

Source: AusNet.  

We discuss the impact of the declining trend in minimum demand in relation to our capex plans in Chapter  6.  

 

4.6. Why our forecasts satisfy the 

Rules requirements  

Our forecasts for customer numbers, energy consumption and maximum demand are a realistic reflection of 

expected demand during the 2026 -31 regulatory period, based on the best available information in accordance 

with the Rules requirements. We also note that:  

¶ our forecasting methodologies have been refined, taking into account the key factors that will drive our 

customer numbers and  maximum and minimum demand over the 2026 -31 regulatory period  

¶ our approach makes effective use of the best available data, including independently published forecasts 

prepared by the Victorian Government and AEMO , and  

¶ our forecasting methodologies have been independently assessed as a reasonable approach to forecasting 

demand by The Centre for International Economics  (The CIE).  

4.7. Supporting documentation  

We have included the following documents to support our maximum demand forecast:  

¶ Appendix 4A: ASD ð Demand Forecasting Methodology ð 31 Jan 2025 ð PUBLIC. 

¶ Appendix 4B: ASD ð The CIE ð Demand forecasting methodology review ð 31 Jan 2025 ð PUBLIC. 

 

 



 

 84 
 

 

5. Building block revenue 

requirement  

5.1. Key points  

The key points in this chapter are:  

¶ The proposed revenue requirement is $4,995.8m in unsmoothed nominal dollar terms.  

¶ In real, smoothed dollar terms, the proposed revenue requirement is $4,622.2m ($2025 -26), or an average of 

$924.4 million . This is 13% higher than the expected revenue in the  2021-26 regulatory period.  

5.2. Chapter structure  

The structure of the remainder of this chapter is:  

¶ Section 5.3 presents our revenue requirement  

¶ Section 5.4 presents a summary of the building block components of the revenue requirement  

¶ Section 5.5 presents our smoothed revenue requirement for each year of the forthcoming regulatory period, 

including a description of the X -factors adopted  

¶ Section 5.6 sets out the average price path under the proposed revenue cap , and  

¶ Section 5.7 sets out the relevant supporting documents for this chapter.  

5.3. Summary of our revenue 

requirements  

Based on the detailed inputs described and calculated in this proposal, our smoothed revenue requirement for 2026 -

31 is $924.4 million per annum ($2025 -26).  

Figure 5-1: Revenue requirement CY 2016 to FY 2031 ($m, real 2025 -26) 

 

Source: AusNet  
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The chart below shows the movements in the regulatory building blocks that form our proposal case, compared to 

the current regulatory period. Our revenue requirement increased by 13% between 202 1-26 and 2026 -31 due to:  

¶ revenue increases related to:  

o increased financing costs, reflecting higher interest rates and our larger capital program  

o increased operating costs needed to meet new obligations, evolving customer needs and manage a 

growing network and customer base.  

¶ revenue decreases related to:  

o decreased incentive scheme payments, reflecting a large, planned overspend of our current period capital 

expenditure allowance  

o decreased depreciation, reflecting higher expected inflation and a reduction in the accelerated 

depreciation of specific assets approved at the last price review.  

Figure 5-2: Movement in revenue building blocks ($m, real 2025 -26) 

 

Source: AusNet  

5.3.1. How we have considered affordability in our plans  

Our customersõ number one priority is energy affordability. Our proposal delivers value for money by balancing this 

with other customer priorities including:  

¶ More reliable network  

¶ Continuous improvements to customer service  

¶ Preparing for net zero  

¶ A fair and equitable transition, and  

¶ Building customersõ agency. 

As explained in Chapter 2, we have undertaken extensive customer engagement on both individual parts of the 

proposal, and the proposal as a package with the overall price impact in mind. This engagement includes:  

¶ Costed options workshops with our Panels, where the service levels and price impact trade -offs were presented 

and discussed  

¶ An offsite in August 2024 where key costed options were discussed in the context of the whole revenue 

proposalõs price impacts. Sensitivity analysis to energy forecasts, the rate of return, and long-term price impact 

modelling was also presented and discussed. This shaped our Draft Proposal package to be tested with 

customers, and  

¶ Our Round 4 customer  workshops gathered  feedback from  a representative group of customers  on the Draft 

Proposal  as a package, to understand whether any adjustments to price and service levels should be made 

prior to finalising this Revenue Proposal.  
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We have also included a range of ôaffordability measuresõ in our proposal, which have increased in number and 

value as the Revenue Proposal has been developed. These are listed in the Executive Summary. In total, these 

measures reduce our forecast expendit ure requirements during the 2026 -31 regulatory period by over $100m 

compared to the Draft Proposal, resulting in savings of at least $13 per year for the average residential customer and 

$68 per year for the average business customer. Some of these have be en ideas arising from our Panels, while others 

were  suggested  by AusNet . We have done all we can to lower costs for customers while delivering the service levels 

customers need and expect.  

Our customer engagement on price and service levels has tangibly shaped our plans and revenue requirement, as 

explained in the relevant sections of this document. Due to the extensive customer testing , consistent feedback 

received  and subsequent adjustments made, we are confident that our revenue requirement meets the preferences 

of customers.  

 

5.4. Building block components 

of the revenue requirement  
The building block components and our unsmoothed annual revenue requirements for each year of the forthcoming 

regulatory period are shown  in the table below.  

Table 5-1: Unsmoothed Revenue Requirement ($m, nominal)  

Source: AusNet PTRM 

The unsmoothed annual revenue requirement is calculated as the sum of the building block components, which are 

described in the sections below, and detailed in the chapters that follow.  

5.4.1. Regulatory Asset Base  

Our Regulatory Asset Base (RAB) has been calculated in accordance with the requirements of Clause 6.5.1 and 

Schedule 6.2 of the NER. It reflects the capital expenditure (capex) forecasts set out in Chapter 6 of this proposal, the 

opening RAB based on expen diture in the current regulatory period as detailed in Chapter 9, and depreciation 

calculated in Chapter 10. The table below sets out a summary of the derivation of our RAB for the forthcoming 

regulatory period.  

Table 5-2: Regulatory Asset Base ($m, nominal)  

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Return on Capital  370.9 404.8 446.6 495.1 551.3 2,268.7 

Regulatory Depreciation  166.6 179.2 197.7 207.9 214.3 965.8 

Operating Expenditure  330.7 347.8 366.3 386.2 403.4 1,834.5 

Revenue Adjustments  -36.6 -7.9 -24.2 -31.5 27.1 -73.1 

Net Tax Allowance  - - - - - 68.4 

Unsmoothed revenue 

requirement  
831.6 924.0 986.4 1,057.7 1,196.2 4,995.8 

 2026-27 2027-28 2028-29 2029-30 2030-31 

Opening RAB  6,144.9 6,607.0  7,162.3   7,764.2   8,381.0  

Net capital expenditure  628.7 734.4  799.6   824.8   857.3  

Opening RAB inflation addition  153.6 165.2  179.1   194.1   209.5  

Nominal depreciation  -320.2 -344.4 -376.8  -402.0  -423.9  

Closing RAB 6,607.0 7,162.3  7,764.2   8,381.0   9,024.0  
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Source: AusNet PTRM 

 

5.4.2. Return on Capital  

Consistent with the requirements of Clause 6.4.3(a)(2) of the NER, and in accordance with the AERõs PTRM, the return 

on capital is calculated by applying the post -tax nominal vanilla WACC to the RAB for each year of the regulatory 

period. The table below illustrates the calculation of the return on capital building block. Full details of the WACC 

calculation are set out in Chapter 11.  

Table 5-3: Return on capital allowance ($m, nominal)  

Source: AusNet PTRM 

5.4.3. Depreciation  

The calculation of regulatory depreciation was carried out in accordance with the AERõs PTRM and Clause 6.5.5 of 

the NER and is detailed in Chapter 13. Consistent with the requirements of Clause 6.4.3(a)(1) and (3) of the NER, we 

have incorporated an allowance  for depreciation in its building block revenue requirement. The table below lists the 

regulatory depreciation building blocks for each year of the forthcoming regulatory period.  

Table 5-4: Forecast depreciation ($m, nominal)  

Source: AusNet PTRM 

5.4.4. Operating expenditure  

Consistent with the requirements of Clause 6.4.3(a)(7) of the NER, we have included a forecast of operating 

expenditure (opex) in the building block allowance. As explained in Chapter 10, the opex forecast has been 

prepared in accordance with all applicabl e requirements of the NER and the RIN.  

Table 5-5: Forecast operating expenditure ($m, real 2025 -26) 

Source: AusNet PTRM 

  

 2026-27 2027-28 2028-29 2029-30 2030-31 

Opening RAB  6,144.9 6,607.0  7,162.3   7,764.2   8,381.0  

WACC (% per annum)  6.04% 6.13% 6.24% 6.38% 6.58% 

Return on capital   370.9   404.9   446.6   495.1   551.3  

 2026-27 2027-28 2028-29 2029-30 2030-31 

Nominal depreciation  320.2  344.4  376.8  402.0  423.9  

Less: indexation on opening RAB   -153.6   -165.2   -179.1   -194.1   -209.5  

Regulatory depreciation  166.6 179.2 197.7 207.9 214.4 

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Opex (base, step and 

trend)  
308.2 315.8 324.4 333.5 340.2 1622.1 

Guaranteed Service Levels 11.1 10.8 10.7 10.7 10.7 54.0 

Innovation  0.3 1.3 1.8 2.2 2.1 7.7 

Debt raising costs  3.0 3.1 3.3 3.5 3.7 16.6 

Total 322.7 331.0 340.2 349.9 356.6 1700.3 
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5.4.5. Other revenue adjustments  

Consistent with the requirements of Clause 6.4.3(a)(5), (6) and (6A), we have incorporated the amounts that have 

been determined under the efficiency benefits sharing scheme (EBSS); the capital efficiency sharing scheme (CESS); 

and the shared assets guidel ines. The detailed calculation of each of these building blocks was undertaken in 

accordance with all applicable provisions of the NER, as explained in Chapter 16 (Incentive Schemes), and 

Appendix 5A - Shared Assets.  

We have also made an adjustment to true up the difference between what was assumed in our allowance and the 

actual capex/opex spend profile for our Innovation Fund projects. Our Innovation Advisory Committee (IAC) assesses 

projects funded through the Innovation Fund on merit w ithout favouring  capital projects over opex projects. The true 

up adjustment seeks to ensure the revenue derived from our fund is equal to actual spend so that our customers are 

not paying more than required, or AusNet is not being penalised for investment  in projects different to the 

assumptions in the proposal. This approach ensures the Fund is not limited by discrete capex and opex allowances 

and can deliver greater benefits for our customers.  

As we have removed the Innovation Fund spend from the EBSS/CESS, a revenue adjustment can act as appropriate 

mechanism to adjust for this difference. The adjustment compares the revenue allowed in the AERõs 2021-26 

determination with our actual/forecast In novation Projects spend profile. We have provided a model of our 

calculation in Appendix 6B. The true up adjustment for the 2021 -26 period is negative due to the later spend profile 

than assumed in our allowance. This discretionary revenue reduction also s upports affordability for our customers. We 

received support from the Coordination Group for this adjustment.  

If this adjustment were not to be accepted by the AER, networks would face an incentive to spend any approved 

innovation allowance late in the period and on capex projects rather than opex projects, which is unlikely to be 

beneficial to customers.  

The building block costs are listed in the table below.  

Table 5-6: Revenue adjustments ($m, real 2025 -26) 

Source: AusNet PTRM 

5.4.6. Tax liability  

Consistent with the requirements of Clause 6.4.3(a)(4) of the NER, we have incorporated an allowance for 

benchmark tax liability into the building block allowance. The detailed calculation of the cost of tax is presented in 

Chapter 12 of this proposal. The  cost of tax calculation accords with the requirements of Clause 6.5.3 of the NER and 

is summarised in the table below.  

Table 5-7: Benchmark tax liability ($m, nominal)  

Source: AusNet PTRM 

 2026-27 2027-28 2028-29 2029-30 2030-31 

Opex efficiencies (EBSS)  -15.1 15.0 - -6.1 46.4 

Capex efficiencies (CESS)  -23.4 -23.4 -23.4 -23.4 -23.4 

Shared Assets 0.0 0.0 0.0 0.0 0.0 

Demand Management Innovation 

Allowance  
0.9 0.9 0.9 1.0 1.1 

Innovation fund true up adjustment  -0.2     

Total -35.8 -7.5 -22.5 -28.6 24.0 

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Tax payable  - - 49.6 56.7 52.8 159.1 

Less value of imputation credits  - - 28.3 32.3 30.1 90.7 

Net corporate income tax allowance  - - 21.3 24.4 22.7 68.4 
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5.5. Smoothed annual revenue 

requirement, X factor and 

revenue cap  

The application of our X -factors in conjunction with our ôUnsmoothed Revenue Requirementõ produces the following 

ôSmoothed Revenue Requirementõ. 

Table  5-8: Annual building block revenue, X factors and maximum allowed revenue ($m, nominal)  

Source: AusNet PTRM 

The PTRM Model attached to this proposal demonstrates that the smoothed and unsmoothed revenue requirements 

are equal in net present value terms in accordance with the requirements of Clause 6.5.9(b)(3) of the NER. The 

smoothed revenue for each year is als o net of estimated non -tariff revenue from alternative control services.  

Clause 6.5.9 requires the X factor to be set to minimise, as far as reasonably possible, the gap between smoothed 

and unsmoothed revenue in the final year of the regulatory period, having regard to the preferences of customers 

for a more stable price path.   

This evidence includes research AusNet undertook for its Gas Access Arrangement Review in 2022, with a detailed 

survey of customers statewide (though skewed toward AusNet gas customers) to understand customersõ preferences 

on how costs are spread over time. A detailed overview of this study is included in our Final Proposal for the 2023 -28 

Gas Access Arrangement period.  

We believe the top -line findings of this study are broadly applicable for both gas and electricity, and likely other utility 

bills. The research found:  

¶ Customers care about bill predictability and smoothness over time, and those who are impacted by the cost -of -

living crisis even more so,  

¶ Customersõ preference for long-term price stability over short -term price relief if short -term price relief means 

pushing costs to a later time, and  

¶ These trends hold across all demographic groups, including the key indicators of vulnerability tested. Further 

evidence indicates that bill predictability over time becomes more important when customers are struggling to 

afford their bills, as forecasting bills accurately is important for managing household budgets.  

We believe the findings to still be current so have not replicated the full pricing study for this Variation Proposal, but 

have been monitoring for any changes in sentiment on price paths findings via:  

¶ some informal òsense checkingó with social service organisations, and 

¶ tracking some key questions asked in the December 2022 study in our ongoing Energy Sentiments survey for both 

the gas and electricity waves.  

The data from our most recent Energy Sentiments wave in May 2024 is compared to the data from our December 

2022 study below. There is variously some softening and strengthening of sentiment across questions but it is clear that 

the preference for pricing stability holds true. We  also examined variations in this sentiment across demographic 

groups and found a strong relationship between customersõ self-assessment of the impact of the cost of living on 

their household and the importance they place on keeping bills stable and predictable over time, which aligns with 

the December 2022 survey  and feedback from social service organisations.  

 

 

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Annual building block revenue 

requirement (unsmoothed)  
 831.6   924.0   986.4   1,057.7   1,196.2  4,995.8 

Annual expected MAR (smoothed)   848.4   917.4   992.1   1,072.8   1,160.1  4,990.7 

X factor (%)  1.50% -5.50% -5.50% -5.50% -5.50% n/a  
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Figure 5-3: Households and businesses on our electricity distribution networkõs views on pricing have remained 

broadly consistent, with a clear preference for predictability over time  

Source: AusNet Energy Sentiments Research  

The revenue requirement will be subject to adjustments in accordance with the control mechanism (see Chapter 18) 

to account for:  

¶ the actual CPI, in accordance with the provisions set out in Clause 6.2.6(a) of the NER  

¶ the annual return on debt update  

¶ our actual service standard performance, relative to its service standard targets, under the Service Target 

Performance Incentive Scheme , and  

¶ any deemed cost pass though event, as nominated in Chapter 15 along with those pass through events 

specified in Cause 6.6.1 of the NER.  

To derive the 2026 -27 X factor shown above, we have incorporated the outcomes of the following, approved cost 

pass through applications into our estimate of 2025 -26 final year revenue constraint by using:  

¶ the most recent AER approved PTRM which incorporates approved pass through amounts for the October 2021 

storms and Emergency Backstop Mechanism , and  

¶ incremental revenue recovered through the approved c -factor in 2025 -26 (i.e. from February 2024 Storms, June 

2021 storms, 2019-20 bushfires).  

The X factors do not take into account c -factors to be recovered in the upcoming period (e.g. from Feb 2024 storms) 

as this smoothing is determined through the AER pass through process and is not intended to influence the X -factor 

calculation in the PTRM.  

We have not incorporated the outcomes of our cost pass through application for the September 2024 storms as this is 

currently being assessed by the AER.  
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5.6. Average price path under 

the Proposed Revenue Cap  

In real terms, the average revenue per customer is $1,026.7 ($2025 -26), which is 3% higher than the expected 

revenue per customer in 2021 -26 regulatory period.  

Figure 5-4: Revenue per customer ($, Real $2025 -26) 

 

Source: AusNet.  

5.7. Supporting documentation  

In addition to the PTRM and relevant parts of the RIN templates submitted with this proposal, the following document 

is provided in support of this chapter:  

¶ Appendix 5A ð Shared assets  

¶ Appendix 5B ð Innovation true up adjustment .  
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6. Capital expenditure  

6.1. Key points  

All dollar values in the Capex chapter have been expressed in direct costs (excluding real cost escalation, 

contractor support costs and network overheads) and real 2023-24 terms (unless otherwise stated)  

The key points in this chapter are:  

¶ The energy sector is facing an unprecedented transition, driven by government policy to achieve Net Zero  and 

customersõ new and evolving needs. In the current regulatory period, we have already started to respond to the 

challenges ahead by increasing our capex by 19% above the AERõs approved allowance. It is apparent, 

however, that substantial increases in c apex will be required in the 2026 -31 regulatory period.  

¶ Our approach to developing our capex plans has focused on the needs and preferences of our customers. Our 

understanding of the improvements that our customers want us to deliver has been greatly assisted by our 

extensive engagement with our Customer Panels . Our capex plans have also been informed by analysis and 

research, such as our Quantifying Customer Values (QCV) study that attaches a hard dollar value to each unit 

of unserved energy. Our plans have also been prepared in accordance with NER requirements  and the relevant 

AER guidance notes.  

¶ The discussions with our Customer Panels and the analysis that underpins our capex forecast has had regard to 

the following drivers of our capex requirements in the 2026 -31 period:  

o Resilience . An increasing focus on resilience due to the prolonged outages experienced from the June 

2021, October 2021, February 2024 and September 2024 storms. These storms are the largest on record, with 

297,00013 customers impacted by the February 2024 storm, and approximately 28,000 customers impacted 

by all four storms. Customers have consistently expressed concern that prolonged outages negatively affect 

their lives in a range of ways ð including increasing str ess and financially ð and that network businesses need 

to do all that they can to quickly restore power.  

o Renewable energy targets . Contributing to the government's renewable energy targets has emerged as a 

theme in our customers' feedback. Customers want to share their renewable energy generation with others 

(especially neighbours) and do not want to be constrained by export limits;  therefore, making the most of 

their upfront investments. In addition, the majority of customers have expressed that it is important to unlock 

capacity in the network to allow large renewable generation and storage to efficiently co nnect to the 

network.  

o Reliability . Our consumer engagement has indicated significant concern for those customers that 

experience lower than average reliability levels either because they are served by unreliable feeders or live 

in regions with poor reliability. In response to this feedbac k, we are proposing to invest to improve reliability 

on the 10 worst served feeders. Additionally, we are proposing to introduce a Regional Reliability Allowance 

(RRA) to address poor reliability for other regional customers, on a use -it-or-lose-it basis and with strong 

governance.  

o Customer and maximum demand growth . We are increasing our network capacity to accommodate the 

growth in customer numbers and maximum demand, particularly in relation to the large residential 

developments in Melbourne's urban growth corridors. Our proposed demand driven augmentation capex 

includes the construction of two new zone substations in Wollert and Pakenham South.  

o Digital investment . In the face of these transformative forces impacting our network and the NEM more 

broadly, we must have a digital strategy that allows us to continue delivering for our customers, meeting the 

evolving expectations of the communities we serve, and fulfil our obligations as a licensed DNSP, while 

remaining resilient to the changes affecting the energy sector. Our digital capex proposal puts customer 

outcomes at the centre of our investment plans. It includes a Customer Information Manageme nt program 

that will provide more personalised and tailored customer service, a very strong and consistent theme from 

our customer research, particularly from business customers.  

o Compliance and safety . Compliance with our legislative and regulatory obligations and ensuring we 

minimise safety -related risks as far as reasonably practicable remains a top priority. The growth in CER and 

solar PV, which is projected to continue to increase, creates voltage compliance issues and challenges for 

our load shedding schemes, which are adversely affected by reverse power flows. Our capex program 

 

13 Other sources reference 255k customers which is the coincident peak customers off supply.  



 

 93 
 

 

includes the least cost solution to ensure that we maintain compliance. In relation to safety, we will continue 

to invest in REFCL technology to reduce bushfire risk and maintain compliance with the Electricity Safety 

(Bushfire Mitigation) Amendment Regulations 2016.  

o Replacement . It is essential to replace assets in a timely manner to avoid the consequences of in -service 

failure, which may expose the public and field personnel to safety risks and cause supply interruptions and 

potential damage to other assets. Our capex plans for  the 2026 -31 regulatory period reflect the impact of 

our aging asset base, which results in deteriorating asset condition, and increases in the costs of replacing 

assets. 

o Changes to our service delivery model . Following a comprehensive market testing process, we have 

engaged Zinfra as our new service delivery partner for operations and maintenance of our network, 

commencing in August 2025. While this change is expected to deliver significant benefits for our c ustomers 

in terms of service improvements, it has consequential operational changes as our fleet assets, which were 

previously managed by Downer under lease or transactions, will be transferred back to AusNetõs control. 

While the overall composition of the fleet will remain broadly similar, this change to our service model 

requires new investment to maintain our fleet capability and operational efficiency.  

¶ In developing our capex plans, we also recognise that cost -of -living has been consistently ranked as the number 

one concern amongst our customers in the research that we have undertaken and in response, we have 

implemented some cost constraint measures. We  have applied a top -down adjustment to remove $42m from 

our capex plans, and we have reduced our network overhead cost to account for potential productivity gains 

during the 2026 -31 period (reducing our capex forecast by $4m). We have also deferred $29m of  our demand 

driven augmentation at the LV network (due to our flexible services proposal) and $70m of our network 

hardening investment case. In our view, these initiatives strike an appropriate balance between the need to 

meet the emerging challenges on ou r network, as highlighted by our customers, and the affordability 

considerations that remain front of mind for many of our customers.  

¶ The figure below summarises the proposed changes in each of the capex categories over the 2026 -31 

regulatory period compared to the current period.  

Figure 6-1: A comparison of our expected capex for 2021 -26 with our capex forecast for the 2026 -31 regulatory 

period (by driver) ($m, real 2025 -26) 

 

Source: AusNet.  

Note: Net capex prior to asset disposals.  
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6.2. Chapter structure  

This chapter is structured as follows:  

¶ Section 6.3 provides  a summary of our capital expenditure forecasts.  

¶ Section 6.4 explains our key inputs and assumptions, which includes engagement with our Customer Panels.  

¶ Section 6.5 sets out our forecasting approach.  

¶ Section 6.6 describes our demand driven augmentation expenditure proposal.  

¶ Section 6.7 escribes our replacement expenditure proposal.  

¶ Section 6.8 describes our CER enablement expenditure proposal.  

¶ Section 6.9 describes our reliability expenditure proposal.  

¶ Section 6.10 describes our connections expenditure proposal.  

¶ Section 6.11 describes our large renewables enablement proposal.  

¶ Section 6.12 describes our resilience expenditure proposal.  

¶ Section 6.13 describes our digital expenditure proposal.  

¶ Section 6.14 describes our safety and environmental expenditure proposal.  

¶ Section 6.15 describes our compliance expenditure proposal.  

¶ Section 6.16 describes our non -network expenditure proposal.  

¶ Section 6.17 explains why our capex forecasts satisfy the Rules requirements.  
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6.3. Summary of our capital 

expenditure forecasts  

We are proposing to invest (net capex) $3,535.1m (real 2025 -26)14 over the 2026 -31 regulatory period. This is 72% or 

$1,460m (real 2025 -26)15 higher than our expected capex for the current 2021 -26 regulatory period (see Figure 6-2). 

Figure 6-2: A comparison of our expected capex in 2021 -26 with our capex forecast for the 2026 -31 regulatory period 

(net capex) ($m, real 2025 -26) 

 

Source: AusNet.  

Figure 6-2 also shows that our expected capex in the current 2021 -26 regulatory period to be 19% or $326.9m (real 

2025-26) higher than the AERõs regulatory allowance. Our expected capex is above the AERõs allowance due to: 

¶ Increasing labour and material costs due to market -driven cost pressures affecting the whole industry  

¶ Deferral of zone substation rebuilds and some repex programs from earlier in the period  

¶ Delays and cost increases for some REFCL compliance augex relative to the approved timing and costs  

¶ Investments to address strong anticipated demand growth, including land purchases (not previously forecast) to 

accommodate new zone substations  

¶ Overspend of connections allowance, both for load connections and unanticipated hybrid/battery 

connections (not previously forecast)  

¶ Addressing unanticipated issues that have arisen over the period, including reliability issues, and  

¶ Overspend of digital allowance to deliver Advanced Distribution Management System ( ADMS) and customer 

platforms to improve resilience and customer experience.  

Our capex proposal (including overhead) comprises of the following (list is a further disaggregation of the capex 

categories in Figure 6-3): 

¶ $430.7m (real 2025 -26) in demand driven augmentation expenditure to address growing maximum demand on 

the network; this is an 646% ($373m) increase on our expected capex in the current 2021 -26 regulatory period  

¶ $998.1m (real 2025 -26) in replacement expenditure (repex) to replace aging assets ensuring we continue to 

operate in a safe and prudent manner; this is a 32% ($240.7m) increase on our expected capex in the current 

2021-26 regulatory period  

 

14 Net capex prior to asset disposals.  
15 Calculated from net capex after asset disposals.  
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¶ $43.4m (real 2025 -26) in CER enablement expenditure to remove export limits and constraints; this is a 9% ($3.6m) 

increase on our expected capex in the current 2021 -26 regulatory period  

¶ $147.8m (real 2025 -26) in reliability expenditure which includes improving reliability on our 10 worst served 

feeders; this is a new driver compared to the current 2021 -26 regulatory period  

¶ $342.1m (real 2025 -26) in customer connections expenditure; this is a 14% ($42.5m) increase on our expected 

capex in the current 2021 -26 regulatory period  

¶ $194.1m (real 2025 -26) in large renewables enablement expenditure to unlock capacity in our sub -transmission 

network to enable more renewable generation and storage; this is a new driver compared to the current 2021 -

26 regulatory period  

¶ $279.4m (real 2025 -26) in resilience expenditure to enable the network to withstand and recover from extreme 

weather events that are growing in both size and magnitude; a new driver compared to the current 2021 -26 

regulatory period  

¶ $422.4m (real 2025 -26) in digital expenditure that will allow us to continue to meet our customersõ expectations 

and fulfil our obligations; this is a 32% ($102.3m) increase on our expected capex in the current 2021 -26 

regulatory period  

¶ $260.4m (real 2025 -26) in safety and environmental expenditure; this is a 25% ($85.6m) decrease  on our 

expected capex in the current 2021 -26 regulatory period  

¶ $60.2m (real 2025 -26) in compliance expenditure to address emerging compliance issues (excluding safety -

related compliance); this is a 580% ($51.4m) increase on our expected capex in the current 2021 -26 regulatory 

period  

¶ $31.5m (real 2025 -26) in metering expenditure that reflects the SCS portion; this is a 27% ($11.5m) decrease  on 

our expected capex in the current 2021 -26 regulatory period  

¶ $322.5m (real 2025 -26) in non -network capex, and  

¶ $2.4m (real 2025 -26) in other capex.  

The figure and table  below provide an overarching view of our forecast for the 2026 -31 regulatory period compared 

to our expected capex for the current 2021 -26 regulatory and actual for the previous regulatory periods.  

Figure 6-3: Capex forecast for the 2026 -31 regulatory period compared to current and previous regulatory periods 

($m, real 2025 -26) 

 

Source: AusNet  
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Table 6-1: Capex forecast for the 2026 -31 regulatory period compared to current and previous regulatory periods ($m, real 2025 -26) 
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New drivers   -   -   -   -   -   -   -   7.5   0.5   4.4   32.8   36.5   16.3   100.8   142.8   135.9   142.3  143.3  133.0  

Augex (excl. 

new drivers)  
 22.6   23.5   37.9   27.3   34.4   29.1   10.1   18.5   18.7   16.2   20.7   32.3   21.3   83.7   100.5   130.4   112.6  107.2  106.9  

Repex (excl. 

new drivers)  
 105.5   112.5   137.1   111.2   86.4   110.5   62.5   111.4   112.6   166.4   196.3   172.6   151.8   164.5   191.1   210.0   228.4  230.5  204.9  

Safety (incl. 

REFCL) 
 139.9   150.5   155.7   176.6   166.9   157.9   63.8   105.2   102.8   61.2   36.8   40.0   69.2   37.4   38.2   49.9   65.6   69.3   52.1  

Connections   81.0   68.5   66.5   59.9   45.3   64.2   22.5   40.7   60.8   64.4   62.2   71.5   59.9   69.6   68.5   69.4   68.0   66.6   68.4  

Digital (excl. 

new drivers *) 
 19.0   51.5   38.0   42.7   43.0   38.8   18.5   70.3   60.4   69.9   87.0   73.7   72.3   80.6   88.4   84.4   65.4   64.8   76.7  

Other   8.4   7.0   21.9   58.7   41.8   27.6   21.1   37.0   10.8   7.4   17.8   18.6   18.3   102.7   58.0   50.3   51.8   62.1   65.0  

Total net 

capex  
 376.4   413.5   457.1   476.4   417.7   428.2   198.5   390.6   366.6   389.9   453.6   445.3   409.2   639.2   687.7   730.3   734.2  743.8  707.0  

Source: AusNet  

*New drivers include resilience, reliability, large renewables enablement and smarter operations (DSO). Our resilience forecas t is a new driver made up of an augex and repex component.  
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The table below presents our capex forecast over the 2026 -31 regulatory period, on an annual basis, by expenditure 

category. Consistent with our previous approach, we have maintained reporting our safety related capex as a 

separate category of expenditure.  However, to comply with the AERõs data requirements and templates, we have 

also provided our annual forecast in accordance with its preferred categories. The tables below show our forecasts 

under both these categorisations.  

Table 6-2: Capex forecast for the 2026 -31 regulatory period (net capex) by year ($m, real 2025 -26) 

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Augmentation   163.6   188.5   188.7   188.1   195.6   924.5  

Connections   58.4   58.5   58.1   59.1   60.1   294.2  

Energy connections (hybrids/battery & 

data centres)  
 11.2   10.0   11.2   8.9   6.6   47.9  

Replacement   171.8   231.0   277.9   277.1   273.9   1,231.7  

Safety   37.4   38.2   34.7   35.0   33.3   178.7  

Safety (REFCL)  -   -   15.1   30.6   36.0   81.7  

Metering SCS ð repex   3.8   3.6   4.8   6.9   7.4   26.4  

Metering SCS ð digital   -   1.6   2.5   0.9   -   5.1  

Digital   92.9   99.2   86.6   75.3   68.4   422.4  

Other   100.1   57.0   50.5   52.3   62.6   322.5  

Total  639.2   687.7   730.3   734.2   743.8   3,535.1  

Source: AusNet.  

 

Table 6-3: Capex forecast for the 2026 -31 regulatory period by year, AER preferred categories ($m, real 2025 -26) 

 2026-27 2027-28 2028-29 2029-30 2030-31 Total 

Augmentation   156.3   182.4   195.3   206.8   219.1   959.9  

Connections   176.2   165.7   164.1   162.6   163.0   831.6  

Replacement   189.9   246.1   292.0   296.5   292.3   1,316.9  

Non -network   193.0   157.8   139.7   128.4   131.1   750.0  

Capitalised network overheads   41.5   41.6   41.8   42.0   42.2   209.1  

Capitalised corporate overheads   -   -   -   -   -   -  

Total gross capex   757.0   793.7   832.9   836.4   847.7   4,067.6  

Customer contributions   117.8   106.0   102.6   102.2   103.9   532.5  

Total net capex   639.2   687.7   730.3   734.2   743.8   3,535.1  

Source: AusNet.  
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6.4. Key inputs and assumptions  

The purpose of this section is to describe at a high -level the key inputs and assumptions that have been factored into 

our capex forecasts. For some of the assumptions, it is possible that they may not eventuate, and this may cause our 

actual capex to differ from the forecasts presented in this proposal.  

Where our actual capex does vary from our forecasts, the regulatory framework ensures that the associated upside 

and downside risks are shared fairly between our customers and us. In addition, we are proposing a defined set of 

cost pass through protections  and working with industry more broadly to build appropriate uncertainty mechanisms 

into the regulatory framework to address the heightened uncertainty associated with the energy transition (see 

Chapter 15). 

The key inputs and assumptions discussed in this section are:  

¶ Engagement with the Customer Panels  

¶ Asset management strategy  

¶ Demand forecasts and customer numbers  

¶ Value of Customer Reliability (VCR) and Quantifying Customer Values (QCV)  

¶ Safety and other obligations  

¶ Quality of supply  

¶ Changes to our service delivery model  

¶ Labour and material escalators  

¶ Project cost estimates and unit rates  

¶ Contractor support costs  

¶ Overheads  

¶ Rewards and benefits under the Service Target Performance Incentive Scheme (STPIS) , and  

¶ Expected capex in the current 2021 -26 regulatory period.  

Further details on each of these inputs and assumptions are set out below.  

6.4.1. Engagement with the Customer Panels  

Through workshops and topic -specific deep dives, AusNet sought feedback from the relevant Customer Panels on 

various elements of our capex proposal to better understand customer preferences and how these should be 

reflected in our plans. We discuss the fee dback from the relevant Customer Panels in relation to specific categories 

of capex later in this chapter.  

In addition to seeking feedback on specific categories of capex, we held an all -Panel deliberation workshop in 

August 2024 where we presented our overall view of the capex forecast, including outstanding areas for feedback 

and where trade -offs could be mad e from a top -down basis. This workshop was also attended by the AER, the 

Victorian Government and the AERõs Customer Challenge Panel (CCP).  

We presented the following options and the associated benefits for the Customer Panels to deliberate on:  

¶ Large renewables connection projects:  choosing between investing in committed projects ($108m) versus a 

higher amount which encompasses committed projects plus an additional amount that is economically justified 

($121m). Customer Panels supported the high case 16, but we noted an expectation from some customers and 

panel members that our revenue proposal include a more tangible assessment of the value unlocked by this 

expenditure.  

¶ Resilience network hardening : four options in total, ranging from a low of 25% to a high of 100% rollout of the 

investment program in the 2026 -31 regulatory period. Customer Panels supported a 100% rollout which was the 

highest of the options available. 17 

¶ Worst served customers:  ranging from low of only investing in optimal projects ($25m) to a high which 

encompasses optimal projects plus an additional reliability fund of $100m (a total of $125m). Customer Panels 

supported an investment of $100m which is towards the higher end of  the available options. 18 

 

16 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 32.  
17 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 19.  
18 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 19.  
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¶ Innovation:  continuing in steady state ($5m capex and $3m opex) or a more ambitious innovation program 

($10m capex and $5m opex). Customer Panels supported the high case. 19 

We note that in some cases the support was not unanimous across 100% of the Panel members, as described in the 

Coordination Groupõs report, but was the majority view. More information about the work of the Customer Panels is 

provided in Chapter 2. 

6.4.2. Asset Management Strategy  

Our Asset Management Strategy ( AMS) is central to our processes for managing our electricity distribution assets and 

delivering quality services to customers. The AMS sets out the medium -term strategic actions required to achieve 

regulatory and business performance targets, which we implem ent via the programs of work shown in the five -year 

Asset Management Plan we produce each year.  

The strategic actions set out in the AMS focus on meeting our asset management objectives, which are to:  

¶ Comply with legal and contractual obligations  

¶ Meet customer needs  

¶ Maintain safety  

¶ Be future ready , and  

¶ Maintain network performance at the least sustainable cost.  

The AMS is underpinned by the regulatory and commercial imperatives of delivering efficient cost and service 

performance. It recognises that cost and service efficiency does not mean lowest possible cost, nor does it mean 

guaranteed reliability. Instead, e fficiency requires the costs and benefits of all expenditure decisions to be weighed 

against one another. A key element in this economic assessment is the consideration of risk management for asset 

performance and network reliability.  

The AMS has the following key functions:  

¶ To set the framework for our holistic approach to managing network assets, and in so doing establish the 

linkages with and between the underpinning detailed strategies, processes and plans , and  

¶ To provide important context for management strategies, by taking into account the demand for network 

services, the condition of network assets and expected trends into the future. It also has regard to the network 

augmentation planning process.  

As the output of a strategic assessment process, the AMS also sets out the key asset management focus areas and 

associated strategies to manage each asset class. It provides authoritative guidance for the development of asset 

management works programs. The  information presented in the AMS also extends to longer -term expectations for 

technological advancement of network assets, the functionality of the network and evolution of management 

approaches. As such, the AMS is a key input to our asset management pla ns and capex forecasts.  

6.4.3. Demand forecast and customer numbers  

The key statistics from our demand and customer forecasts are:  

¶ Maximum demand (winter peak) is expected to increase by 18% over the 2026 -31 regulatory period 20  

¶ Maximum demand (summer peak) is expected to increase by 13% over the 2026 -31 regulatory period  

¶ Minimum demand is expected to further decrease over the 2026 -31 regulatory period , and  

¶ Customer numbers are expected to increase by 9% over the 2026 -31 regulatory period.  

In forecasting our customer numbers and demand growth, we need to ensure our forecasts are prudent, 

comprehensive and in line with customer expectations. Our demand forecasting methodology is a sophisticated in -

house modelling tool, designed for AusNetõs specific needs. We are continuously refining our modelling approach to 

ensure currency and accuracy and to incorporate the latest data and trends.  

While we use an AusNet -specific forecasting tool, we rely heavily on independent data sources for inputs of forecasts 

customer numbers and future trends. We mostly use the Australian Energy Market Operator ( AEMO) inputs into the 

Integrated System Plan (ISP) or ESOO, combined with Victorian Governmentõs VIF. 

AEMOõs latest 2024 ESOO was published in August 2024 which left insufficient time for us to update our feeder level 

demand forecast to incorporate updated assumptions and reflect these updates in our expenditure forecasts. 

However, our analysis shows that the impact is minimal. To account for the minor impact, we have applied a top -

down adjustment to our LV augex program as the scope of works within the LV augex program changes depending 

 

19 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 34.  
20 Measured at the total network demand level (this definition also applies to the summer peak increase in the subsequent bullet  point).  
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on feeder level demand forecast. We have not adjusted the rest of our capex plans because the same capex 

amount remains justified even if there is a minor decrease in the feeder level demand forecast. The projects and 

programs that we have put forward have  been tested for changes to the demand forecast where the tested range 

(+/ - 10% up to +/ - 20%) is far greater than the impact of AEMOõs latest 2024 ESOO. If needed, we will revisit this as part 

of addressing new external assumptions and inputs in our Revis ed Proposal.  

Where independent sources are not available or are outdated, we rely on our own analysis of recent trends. For 

example, we have used our customer segmentation data to analyse the impact of electrifying home heating by 

comparing actual smart meter data from  AusNetõs all-electric homes and homes with gas, replacing an outdated 

independent estimate.  

Given the nature of demand forecasting, and the large number of inputs into the model, there is always inherent 

uncertainty in our forecasts. However, during the current energy transition, the level of uncertainty in our forecasts is 

materially higher than  it has been in the past, particularly regarding the rate of penetration of EVs and customer 

charging patterns (of which there is little evidence today). There is also uncertainty around the expected rate of 

electrification of existing homes, though we do expect most households to do this gradually as appliances need 

replacing, at least initially, rather than all at once.  

As a result, we have taken a conservative approach in our demand forecasts regarding those inputs that are more 

uncertain. We are using inputs that are on the lower side of our expectations, for example:  

¶ We are using AEMOõs average EV usage profiles even though Victorian average vehicle use is higher compared 

to the average.  

¶ We have assumed no EV fast chargers in homes, even though we anticipate around 5,000 customers per year 

will likely upgrade supply for fast charging.  

¶ The electrification impact included in our forecasts only captures customers leaving the gas network, rather than 

existing electricity customers changing appliances progressively.  

Our approach to demand forecasting was developed in collaboration with the Future Networks Panel. However, the 

Panel also recognised that taking a conservative approach increases the risk that we do not obtain sufficient 

funding to manage actual demand on our network by 2031. For that reason, we are working with ENA to build 

flexibility into the regime, to address uncertainty over the pace of electrification and demand growth, as has been 

introduced into the NZ and UK regimes.  

Further information on our demand and customer number forecasts is available in Chapter 4. 

6.4.4. Value of Customer Reliability and Quantifying Customer Values  

The VCR estimates the value different types of customers place on reliable electricity supply for outages less than 12 

hours. Specifically, it is used to convert expected unserved energy ( EUE) ð the energy that would have otherwise 

been delivered ð into a value of EUE expressed in dollar terms. This is an important input to determining when an 

augmentation or asset replacement is economically justified.  

The AER has an obligation to calculate and publish VCRs every 5 years. As explained in Chapter 2.4.4, in 2024 we 

undertook our own research to quantify a range of values customers place on electricity services (Quantifying 

Customer Values). As part of this we replicated the AERõs methodology to calculating VCRs, using data that it 

specific to our network . 

In preparing our proposal, we have combined our QCV results for residential customers with the AERõs 2023 VCRs for 

non -residential customers. To distil AusNetõs QCV and AERõs 2023 VCRs into a single value ð for valuing expected 

unserved energy ð we weight QCV and AERõs 2023 VCRs by the relevant customer groups specific to the location of 

the project. See tables below  for the QCV and AERõs 2023 VCR values that we have adopted for economic 

assessments and business case development.  

Table 6-4: VCRs adopted by AusNet (dollars per kWh)  

 Residential  Agriculture  Commercial  Industrial  

Our adopted approach ð AusNetõs combined 

approach based on combining our QCV for 

residential customers with the AERõs 2023 VCRs for 

non -residential customers  

52.42 44.40 52.20 74.79 

Source: AusNet and AER.  
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The AER published its 2024 VCRs (based on the 2024 Methodology) on 18 December 2024 which has left insufficient 

time for us to consider its implications on our capex plans. The table below compares our adopted approach (the 

combined approach) with the AERõs 2023 and 2024 VCRs. We make the following observations: 

¶ The AERõs VCR for residential customers in Victoria has almost doubled between 2023 and 2024 (from $25.13 to 

$49.23 per kWh).  

¶ The AERõs VCRs for non-residential customers have almost halved between 2023 and 2024 (for example, the VCR 

for agriculture customers decreased from $44.40 to $22.25 per kWh).  

¶ The AERõs VCR for residential customers ($49.23 per kWh) is very close to our QCV for residential customers 

($52.42 per kWh).  

¶ The AERõs VCRs are estimated using average consumption and outage data across several networks, rather 

than AusNet -specific data. When undertaking our QCV study, it became apparent that the use of averaging 

results in materially lower estimated VCRs compar ed to if AusNetõs own data were applied. Therefore, the AERõs 

VCRs may be biased downwards for AusNetõs customers. 

We will consider the implications of the AERõs 2024 VCRs in our Revised Regulatory Proposal. 

Table 6-5: VCR comparisons (dollars per kWh)  

 Residential  Agriculture  Commercial  Industrial  

Our adopted approach ð AusNetõs combined 

approach based on combining our QCV for 

residential customers with the AERõs 2023 VCRs for 

non -residential customers  

52.42 44.40 52.20 74.79 

AERõs 2023 VCRs 25.13 44.40 52.20 74.79 

AERõs 2024 VCRs 49.23 22.25 34.39 33.49 

AusNetõs QCV 52.42 32.01 32.01 32.01 

Source: AusNet and AER.  

6.4.4.1. Value of Network Resilience  

On September 2024, the AER published its final decision on the Value of Network Resilience ( VNR) that is an extension 

of their VCR to establish a value of customer resilience associated with outages greater than 12 hours. The AERõs final 

decision uses multiplies of the VCRs to determine the initial VNRs, then applies an upper bound to the residential initial 

VNR. We have adopted the AERõs VNR in the development of our resilience program; applying the VNR multiples to 

the AERõs 2023 VCRs.  

Given the AERõs 2024 VCRs are materially different to its 2023 VCRs (as discussed above) we will consider whether to 

update the VNR values underpinning our resilience proposal in our revised regulatory proposal.  

6.4.4.2. Views of the Customer Panels  

Our Customer Panels have supported AusNet to use its own QCV figures for residential customers on the condition 

that the AER will satisfy itself that these values are suitably robust and have been applied in a consistent manner. 

However, they are unclear a s to why AusNet adopted the AERõs VCRs for non-residential customers (commercial, 

industrial, and agricultural) instead of the QCV figures for non -residential customers. We explain below why we have 

adopted this approach. 21 

Our QCV figures for non -residential customers were based on a survey of 349 customers with characteristics that lend 

itself to be classified as small businesses. The results could not be matched to the AERõs business VCR categories of 

commercial, industria l and agriculture because of differing characteristics. The businesses within our QCV survey use 

less than 40 MWh of electricity per year, and they are made up of businesses with 2 to 99 employees (exclude sole 

traders). In contrast, the AERõs business categories include small and large businesses where small businesses are 

those that consume less than 100MWh of electricity per year compared to large businesses that consume more than 

100MWh per year. This is a mismatch in usage compared to our QCV non -residential customers.  

The differing characteristics have therefore led to a modified approach where we have combined our QCV for 

residential with the AERõs VCRs for non-residential customers.  

The Coordination Group stated:  

 òWe support AusNetõs Draft Proposal  to use its own figures for VCR for residential customers on the proviso that the 

AER will satisfy itself that these values are suitably robust and have been applied in a consistent manner. We also 

 

21 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 23.  
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support AusNet substituting in the AERõs VCR for large businesses on the basis that the survey was unable to achieve 

a sufficiently large or representative sample of these customers. We are unclear on the rationale for AusNet also 

substituting in the AERõs VCR for small and medium -sized businesses, given it has a larger and reasonably 

representative sample of these customers, and we consider AusNet should carefully consider its choices to ensure it 

does not appear to be cherry -picking values. In principle, AusNet could disaggregate its results further to get more 

granular information on customersõ VCR by network location or by customer characteristics (e.g. dual fuel vs 

electricity only). However, this would be a new precedent and the robustness of more gran ular data and the equity 

implications would need to be carefully considered before doing so. Future consideration of customer values of 

reliability may need to become more nuanced and sophisticated as more and more customers adopt CER that 

allows them to m aintain some level of supply during outages. 22 

6.4.4.3. Implementation of our adopted approach  

There are minor differences in how we have implemented the combined approach in our assessment process:  

¶ Demand driven augex (LV augex):  we have adopted the combined approach in our central case assessment; 

with sensitivity testing at the AERõs 2023 VCRs. Using a combined QCV/AERõs 2023 VCRs approach increased our 

capex by approximately $15m compared to using the AERõs VCRs.  

¶ Demand driven augex (non -LV augex) and reliability programs:  we have adopted the AERõs 2023 VCRs in our 

central case assessment; with sensitivity testing at our combined QCV/AERõs 2023 VCRs. The economic 

outcomes (preferred option, capex requirement, opex requirement and optimal timing) for these projects 

remain th e same under both scenarios i.e., the preferred option, capex and opex requirements, and optimal 

timings are the same whether we adopt the AERõs 2023 VCRs or our combined QCV/AERõs 2023 VCRs approach. 

¶ Replacement:  we have adopted the combined approach in our central case assessment; with sensitivity testing 

at the AERõs VCRs. Using a combined QCV/AERõs VCRs approach increased our capex by approximately $50m 

compared to using the AERõs 2023 VCRs alone. We note there was an indication that using our combined 

QCV/AERõs VCRs could have justified a repex increase exceeding $50m, yet we have maintained a $50m 

increase consistent with stakeholder feedback and the analysis that we consulted on at the time.  

¶ All others capex investments:  we have adopted the combined approach in our central case assessment; with 

sensitivity testing at the AERõs VCRs. 

For demand driven augex (non -LV) and reliability programs, we have adopted the AERõs 2023 VCRs in our central 

case assessment, because we wanted to highlight that the use of standard VCRs would justify our investment 

program (which is the same under a comb ined QCV/AERõs 2023 VCRs approach). 

The table below summarises the capex outcomes under our adopted approach to the VCR compared to if we had 

adopted the AERõs 2023 VCRs. Our capex forecast for resilience does not vary because it is underpinned by the 

AERõs VNR (see chapter 6.4.4.1). Our capex forecast for other projects and programs do not vary depending on 

whether we adopt our combined approach or the AERõs 2023 VCRs. 

Table 6-6: Capex outcomes under different VCR approaches ($m, direct, real 2023 -24) 

 
Our adopted approach to the 

VCR ð the combined approach  
AERõs 2023 VCRs Comments  

Demand driven augex (LV)  $119.5 $104.5 
A $15m reduction in capex requirement 

if we adopt the AERõs 2023 VCRs. 

Demand driven augex (non -

LV) 
$200.6 $200.6 

Same capex outcomes under both our 

adopted approach to the VCR or the 

AERõs 2023 VCRs. 

Repex  $772.6 $722.6 
A $50m reduction in capex requirement 

if we adopt the AERõs 2023 VCRs. 

Source: AusNet.  

6.4.4.4. Consistency of our adopted combined approach  

The AER should accept the use of our combined approach ð QCV for residential customers and the AERõs VCRs for 

non -residential customers ð used in the assessment of our capex proposals because the RIT -D guideline allows 

deviations from or adjustments to the AERõs VCRs if it can be clearly justified.23 Specifically:  

¶ It is consistent with the VCR objective and fit for purpose:  We developed our QCV values based on replicating 

the AERõs 2019 VCR methodology, which has been upheld through the AERõs final determination for the 2024 

VCR Methodology as being consistent with the VCR objective and fit for purpose. 24 

¶ It is more up to date:  We surveyed customers between December 2023 to January 2024 which is more recent 

compared to the AERõs original survey from September/October 2019. 

 

22 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 23.  
23 Clause 3.4.3. of the Regulatory investment test for distribution, August 2022.  
24AER 2024, Values of customer reliability methodology, final determination, August, p. 25).  
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¶ It is AusNet -specific:  We surveyed over 3,500 AusNet customers to develop our QCV, including dividing the 

willingness to pay by actual load data sourced from our smart meters. In contrast, the AERõs VCRs are 

segmented by climate zone and region and use broad averages.  

¶ It is more  robust:  We surveyed over 3,500 AusNet customers, which is a far larger sample size than embedded in 

the AERõs 2019 survey of approximately 712 in our distribution network area. 

¶ It meets customersõ needs: Our QCV VCR is consistent with our customersõ preferences that have been tested 

and supports their sentiments around the growing importance of a reliable power supply.  

¶ We have used more robust data where it is available:  We adopted our QCV for residential customers, instead of 

the AERõs VCR for residential customers, because they are directly comparable and the QCV values are 

considered robust for the purposes in which they have been applied. We have not adopted our QCV f or non -

residential customers because they are not directly comparable with the AERõs VCRs for non-residential 

customers, which are considered more robust for the purposes in which they have been applied. See section 

6.4.4.2.  

6.4.5. Safety and other obligations  

Our capex plans for the 2026 -31 regulatory period reflect our commitment to achieving compliance with our safety 

and other obligations. In particular, we invest to meet the following legislative and regulatory obligations:  

¶ Section 98 of the Electricity Safety Act 1998, which requires us to design, construct, operate, maintain and 

decommission our network to minimise as far as practicable:  

o the hazards and risks to the safety of any person arising from the network  

o the hazards and risks of damage to the property of any person arising from the network , and  

o the bushfire danger arising from the network.  

¶ The Electricity Safety Act 1998 requires us to maintain compliance with our approved Electricity Safety 

Management Scheme (ESMS) and operate under an annual Bushfire mitigation plan and Vegetation 

management plan (provided to Energy Safe Victoria). The pla ns must be revised annually to ensure the ongoing 

effectiveness of measures to reduce the risk of electricity assets causing bushfires including inspections, 

maintenance and asset management.  

¶ Clause 19 of the Victorian Electricity Distribution Code of Practice (EDCOP) requires us to manage our assets in 

accordance with the principles of good asset management. Under the EDCOP, we must develop and 

implement plans for the management of our assets to minimise risks associated with the failure or reduced 

performance of assets.  

¶ Clause 13.3 of the EDCOP requires us to use best endeavours to meet customers' reasonable expectations of 

supply reliability.  

¶ Clause 5.2.1 of the National Electricity Rules require us to maintain and operate the network in line with good 

electricity industry practice, which is defined as  òThe exercise of that degree of skill, diligence, prudence and 

foresight that reasonably would be expected from a significant proportion of operators of facilities forming part 

of the national electricity system for the generation, transmission or supply of  electricity or the provision of 

wholesale demand response under conditions comparable to those applicable to the relevant facility consistent 

with applicable regulatory instruments, reliability, safety and environmental protection. The determination of 

co mparable conditions is to take into account factors such as the relative size, duty, age and technological 

status of the relevant facility and the applicable regulatory instruments .ó 

Additionally, the Electricity Safety (Bushfire Mitigation) Amendment Regulations 2016  came into effect in 2016 

amending the Electricity Safety (Bushfire Mitigation) Regulations 2013  (the Regulations). The Regulations required that 

each polyphase electric line originating from 22 prescribed zone substations must comply with performance 

standards specified in the Regulations by 1 May 2023. These performance standards can only be met by  installing 

REFCLs, which at the time was a technology not previously used for bushfire risk reduction anywhere in the world. 

During the current 2021 -26 regulatory period, we completed REFCL program across all 22 prescribed zone 

substations, which means our proposed expenditure for safety over the 2026 -31 regulatory period is sig nificantly less 

than for the current 2021 -26 regulatory period. However, there is an ongoing need to augment the capacity of the 

REFCLs in response to higher loads to maintain compliance with the Regulations.  
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6.4.6. Quality of supply  

Clause 20 of the EDCOP sets out quality of supply standards that apply to distributors in Victoria in relation to the 

following parameters:  

¶ Voltage standards  

¶ Power factor  

¶ Harmonics  

¶ Inductive interference  

¶ Load balancing (negative sequence voltage) , and  

¶ Disturbing load.  

Our capex plans are designed to ensure we maintain power supply quality within the limits specified for each 

parameter in accordance with the EDCOP and other relevant standards, recognising that the strong uptake of 

rooftop solar generation creates quality of supply issues.  

6.4.7. Changes to our service delivery model  

In October 2024, we announced that, following a comprehensive market testing process, we have engaged Zinfra 

as our new service delivery partner for operations and maintenance of our network, commencing in August 2025 

and replacing Downer. We have made the se changes to:  

¶ Deliver better performance and outcomes for our customers and stakeholders (including how we respond to 

major weather events);  

¶ Improve visibility and control over Operations & Maintenance activities and our works programs;  

¶ Strengthen our presence in our communities; and  

¶ Increase control over our operational assets across our network, by bringing key operational assets, such as 

depots, fleet and tools under our direct control.  

These new arrangements have implications for our capex plans, as explained later in this chapter, including the unit 

rates used in our replacement expenditure forecasts  and our fleet capex requirements.  

6.4.8. Labour and material escalators  

Our capex plans reflect expected changes in the cost of labour and materials during the regulatory period. As with 

any other commercial business, the price we pay for labour and materials is determined by competitive national and 

international markets.  

We are forecasting that materials (non -labour) costs will grow in line with the Consumer Price Index ( CPI) resulting in 

no real cost escalation. Our proposal is based on the AERõs long standing approach to materials escalation. 

Nonetheless we consider the AER should proactively reassess this position as there are global market forces and a 

shortfall in materi als and supplies that have and will continue to lead to real cost escalation above CPI.  

We are proposing that labour costs will grow in line with the labour price growth in the Electricity, Gas, Water and 

Waste Services ( EGWWS) sector. We have relied on expert independent advice (BIS Oxford Economics) to build up 

the rigorous forecast of expected labour price growth based on expected macroeconomic and stated specific 

factors. We have averaged our expertõs forecast and the AERõs labour costs forecast to develop the labour price 

growth forecast.  

Further information on our labour escalation forecasts is available in Chapter 7.11. 

6.4.9. Project cost estimates and unit rates  

Our project cost estimates have been prepared as part of a standardised approach to developing, managing and 

reporting projects and programs of works, as outlined in our Project Cost Estimating Methodology. To summarise, this 

approach ensures that:  

¶ Project  cost estimates are prepared in accordance with specific project execution procedures and practices, 

including reviews and a sign -off process based on consistent, clear lines of responsibility and accountability;  

¶ Consistent  costing standards and controls are applied when we develop our project cost estimates; and  

¶ Our  capex forecasts are prepared on a P50 basis, which means there is a 50% confidence that our estimate will 

not be exceeded by the actual cost at project completion, and a 50% confidence that they will be exceeded.  

The unit rates we use to develop our forecasts are the rates charged by our service provider with a risk margin to 

reflect contractual exposure to actual costs. Our rates reflect the efficient cost of delivering similar projects in our 

network area, recogn ising that we:  
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¶ Deliver  our projects and programs using competitively tendered resources; and  

¶ Have  established, by competitive tender, pre -qualified panels of design and installation service providers to 

safely design and install works for major projects such as zone substation rebuilds.  

As already noted, AusNet appointed Zinfra as its service delivery partner for distribution operations and maintenance 

activities.   C-I-C           

   

Our forecast unit rates and our approach to setting them are explained in further detail in  the  Unit Rates supporting 

document.  

6.4.10. Contractor support costs  

Our capex forecast includes contractor support costs, which reflect the overhead costs incurred by our service 

delivery partners that are not directly attributable to the unit rates we are charged. These costs are passed onto us 

through the Operations and Maintenance Services Agreement we currently have in place with Downer, which will 

transition to Zinfra in August 2025.  

Contractor support costs have been forecast based on historical, actual costs and apply to the following capex 

categories, which include projects and programs delivered through OMSA arrangements:  

¶ Replacement . 

¶ Augex . 

¶ Connections.  

6.4.11. Overheads  

Our forecast of capitalised overhead for the 2026 -31 regulatory period is based on our forecast of network overhead 

that we expect to capitalise in accordance with our capitalisation policy. We proposed to expense all corporate 

overheads from 1 July 2026 w hich means corporate costs will not form part of our overheads. See Chapter 0 for more 

information on corporate overheads.  

Our forecast of capitalised overhead costs is, on average, $41.8m per annum (real 2025 -6) over the 2026 -31 

regulatory period (see table below). This is a 6.6% reduction compared to the annual average expected overhead in 

the current period of $44.8m (real 2025 -26) and reflects the discretionary productivity growth factor we have applied 

(discussed below).  

Consistent with our opex forecast where we have applied a productivity factor of 0.5%, we have similarly applied a 

discretionary 0.5% productivity factor to reduce network overheads in our capex forecast by $4m.  We consulted with 

the Coordination Group on this issue, who were supportive of our approach of applying productivity to capitalised 

overheads but, consistent with their position on opex productivity growth, considered that a higher rate should be 

applied.  Chapter 7 provides further information on th e productivity factor.  

Table 6-7: Capitalised overheads ($m, real 2026)  
 

FY2027 FY2028 FY2029 FY2030 FY2032 Total Average  

Capitalised network 

overhead  
 41.5   41.6   41.8   42.0   42.2   209.1   41.8  

Capitalised corporate 

overhead  
Nil Nil Nil Nil Nil Nil Nil 

Total capitalised overhead   41.5   41.6   41.8   42.0   42.2   209.1   41.8  

Source: AusNet.  

6.4.12. Rewards under the Service Target Performance Incentive Scheme  

Proactive investments to address extreme weather events will have the secondary impact of improving our 

underlying reliability performance and therefore generate rewards under the Service Target Performance Incentive 

Scheme ( STPIS). As such, we have estimated the value of the STPIS reward and removed it from our capex forecast 

(see table below).  

Similarly, our reliability projects will generate rewards under the STPIS, and we have estimated the value of the STPIS 

rewards to net off our capex forecast.  
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Table 6-8: Forecast of STPIS rewards ($m, direct, real 2023 -24) 

  
Capex requirement 

without STPIS rewards 

removed  

Forecast of STPIS 

rewards  

Capex requirement net 

of STPIS rewards 

Resilience  Undergrounding  95.0  1.6  93.4 

Resilience  Covered conductors  29.7  0.2  29.5 

Resilience  Reclosers 20.0  1.3  18.7 

Resilience  Pole hardening  65.6  -  65.6 

Reliability  10 worst served feeders  23.5  2.8  20.7 

Reliability  BN11 upgrade  23.5  1.8  21.7 

Total  257.3  7.7   249.6  

Source: AusNet  

Our forecast of STPIS rewards is based on the following methodology:  

¶ Estimating the STPIS benefits for the interventions listed above as they improve reliability to local customers. We 

have not estimated the STPIS benefits for other projects and programs within our capex plans as they are aimed 

at maintaining current reliab ility levels thatõs already embedded in the STPIS targets that we have proposed in 

chapter 13. 

¶ Estimating the STPIS benefits based on analysing data from the most recent historical 5 -year period and 

assuming the benefit is equal to the difference between:  

-  annual average STPIS penalty  

-  annual average STPIS penalty had the interventions existed  

¶ Creating a cashflow analysis by applying the forecast benefits on a two -year lag as actual rewards and 

penalties are only realised with a two -year lag.  

¶ Applied a discount rate of 5.56% (see table  6-9 for the basis) in our cashflow analysis to determine the NPV of the 

STPIS benefits. 

The alternative to our adopted method ð reducing our capex requirement to account for STPIS rewards ð is to adjust 

our STPIS targets for 2026-31. We have not adopted this alternative method . 

6.5. Forecasting approach  

This section provides an overview of our capital expenditure forecasting approach and focuses on six elements:  

¶ Economic Assessment of Projects and Programs, which is key to ensuring that our plans are prudent and 

efficient.  

¶ Business case development, which involves translating the economic assessments into a coherent document 

used for internal and external approvals.  

¶ Network Support, which involves the active consideration of non -network solutions.  

¶ Top-down review, which recognises that a ôbottom-upõ forecasting approach may overstate expenditure 

requirements, and that a top -down review is required to ensure that forecast expenditure reflects only prudent 

and efficient costs.  

¶ Benchmarking, which tests our forecast plans by examining our performance against our peers.  

¶ Deliverability of our forecast.  

More detailed information on the forecasting approach specific to each capex category can be found in the 

relevant capex sections below.  

6.5.1. Economic assessment of projects and programs  

Our capex proposal meets our customersõ expectations and our safety and compliance obligations prudently and 

efficiently as we have conducted robust economic assessments, and we have also engaged with the Coordination 

Group, Customer Panels and other stake holders to ensure that our proposal reflects the òvoice of the customeró. 

¶ For most projects and programs  included in our proposal, we have undertaken significant planning studies and 

analysis. We have conducted robust economic assessments that compare the costs and benefits of credible 

options against do -nothing or Business -as-usual ( BAU) to identify the preferred option that maximises the Net 

Present Value ( NPV) to customers.  
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¶ For safety and compliance projects and programs , the preferred option is the lowest cost option that addresses 

the safety and compliance needs. However, in some limited cases, we have quantified other benefits and taken 

the maximisation of NPV into account.  

¶ For repex projects , AusNet has applied industry standard risk -based approach consistently across asset classes to 

determine the optimal replacement timing based on factors such as Probability of Failure ( PoF) and Cost of 

Consequence ( CoC ). 

The figure below provides a general overview of the economic assessment approach for projects and programs 

included in this proposal; excluding the capital requirements underpinned by compliance, safety or repex as they 

have been assessed through a differe nt framework.  

Figure 6-4: Economic assessment approach  

Source: AusNet.  

The table below outlines the key assumptions that we have adopted across our economic assessments.  

Table 6-9: Key economic inputs and assumptions  

Input / Assumption  Description  

Discount rate (real)  5.56%; the average of our forecast of pre -tax WACC as at June 2024 (4.11%) and AEMOõs IASR 

central discount rate of 7%. 25 

Value of Customer 

Reliability (VCR)  

We have adopted a combined approach to the VCR. Specifically, combining our QCV for 

residential customers with the AERõs 2023 VCRs for non-residential customers for valuing expected 

unserved energy. See section 6.4.4 for more information.  

Demand forecasts  Our demand forecasts are conservative to avoid over -investment during a period of heightened 

uncertainty, and we have achieved this by employing our own in -house forecasting tool that has 

been designed for AusNetõs specific needs. See chapter 4 and section 6.4.3 for more information.  

Source: AusNet.  

6.5.2. Business case development  

Each project and program is  authorised through a business case which is a coherent and largely standalone 

document that explains the economic assessment. A business case document identifies the risks and needs for 

intervention, assesses the available options and then selects the pre ferred option that maximises the net benefits to 

customers. Each business case is reviewed by relevant engineering and financial managers against relevant asset 

management decision criteria.  

The scope and content of each business case will depend on the nature of the assets and the key driver(s) for the 

proposed expenditure. For example, a program may be driven by our obligations under the Electricity Safety Act, 

which requires us to minimise safety risks ôas far as practicableõ. In practice, this obligation means we must take steps 

to improve network safety unless the costs of doing so are disproportionate to the benefits. As such, the business case 

analysis for a safety -driven project or prog ram will be different to demand driven augmentation projects (for 

example), where the benefits exceed the costs.  

The exact analysis undertaken for each business case will depend on a range of factors, including:  

¶ The expenditure drivers  

¶ Asset criticality  

 

25 AEMO 2023, 2023 Inputs, Assumptions and Scenario Report, Final report, p. 123.  
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¶ Safety  and risk assessment  

¶ Volume , nature and value of asset  

¶ Availability  of information on asset condition and failure probability , and  

¶ Applicability  of models, such as repex modelling.  

Our assessment approach is different for ôhigh volume, low valueõ assets and ôlow volume, high valueõ assets. The 

principal difference is that population and sub -population modelling is required for large volume assets, whereas we 

undertake asset specific analysis for low volume assets. The overall objective, however, remains the same in each 

case ð to deliver the lowest total cost service to our customers by ensuring that we evaluate the costs and benefits of 

alternative expenditure options using a robust economic assessment framework.  

6.5.3. Network support  

Network support refers to the suite of non -network solutions and demand management techniques used to manage 

risk and improve the performance of the distribution network. These services, which we generally treat as opex, 

include:  

¶ Services provided by embedded generation  

¶ Embedded storag e, and  

¶ Customer  demand response.  

We may enter into contracts for network support services in order to defer capex projects, reduce energy at risk 

levels or respond to network contingencies. We routinely consider non -network options as part of the regulatory 

investment test for distributio n (RIT-D) assessment framework.  

Growth of non -network solutions is encouraged as it can provide the lowest cost solutions for our customers. In this 

regard, our Grid Evolution team conducts trial projects, evaluates options and provides input to network planning 

processes. In addition, o ur Network Planning team considers the scope for embedded generation and demand 

management options as part of the network planning process. We support these activities by:  

¶ Maintaining  a register of demand side suppliers , and  

¶ Developing  and publishing our demand side engagement strategy.  

The following initiatives are recent examples of some of the innovative actions we have taken to promote demand 

management solutions:  

¶ Commercial and industrial (C&I) demand response:  Engaging with commercial and industrial customers to 

develop demand response programs that can support the network during peak demand times, helping 

manage system reliability and capacity constraints.  

¶ Euroa non -network solution (NNS) Expression of Interest (EOI):  Publishing an EOI for a non -network solution to 

deliver up to 4.5 MW of network support at Euroa. However, no commitments were received for this solution.  

¶ Network Support Agreements (NSA) using battery storage:  Establishing network support agreements to utilise 

battery storage systems as a demand support mechanism, reducing load on the network during peak times and 

enhancing overall system resilience.  

¶ Publishing RIT-Ds as required by the NER, to invite interest from non -network providers:  Noting we have not seen 

a high number of responses to date.  

In the 2026 -31 regulatory period, we will continue to consolidate and build network support capability by:  

¶ Strengthening our capability in the application of network support services  

¶ Increasing the level of contracted network support where it is economic to do so, including via active 

consideration of the scope for non -network opex in RIT -D assessments, and  

¶ Integrating new innovations into our business -as-usual processes.  

In this proposal, we have ensured that opportunities to meet customersõ needs through network support has been 

factored into our expenditure proposals. For example, our flexible services proposal has been justified on the basis of 

deferring $29m of demand driven augmentation at the LV network (see Chapter 0). 
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6.5.4. Top-down review  

We recognise that there is scope for overlap and synergies between programs within our capex proposal for the 

2026-31 regulatory period, especially where we expect work to occur at the same location or propose to replace the 

same asset.  

Where a potential overlap between projects is present, we have remove d these  from our  forecast of projects and  

programs.  

Following our consideration of all the proposed programs contained in this proposal, we calculated the total value of 

the overlaps that we needed to remove. For our 2026 -31 regulatory proposal, the overlap amount was $42m (real 

2023-24), demonstrating our commitment to efficiency when developing our forecasts (and keeping prices low for 

customers).  Further information is available in the Top Down Adjustment supporting document.  

6.5.5. Benchmarking  

The AER is required to have regard to its most recent annual benchmarking report as part of its assessment of our 

capex forecasts. We support the use of benchmarking to inform a high -level comparative view of efficiency where 

relevant. There are numerous b enchmarking approaches, each of which provides insights into a companyõs 

performance. For electricity networks, particular attention needs to be given to the interpretation of benchmarking 

results, by taking account of network -specific factors that affect the headline results.  

In our case, a key factor that negatively affects our overall capex productivity relates to our relatively large 

proportion of residential load in our customer base results with low average consumption levels leading to 

comparatively low energy throughput and thus lowering measured productivity.  

In its most recent 2024 annual benchmarking report, the AER explained that it uses benchmarking in various ways to 

inform their assessment of network expenditure proposals. Additionally, it is used to measure how productively 

efficient networks are at deli vering electricity distribution services over time and compared with their peers.  

The 2024 annual benchmarking report also examined a number of other partial productivity measures, including total 

cost per customer. The AER states:  

¶ Customer numbers are one of the main outputs DNSPs provide. The number of customers connected to the 

network is one factor that influences demand and the infrastructure required to meet that demand. 26 

¶ Broadly, this metric should favour DNSPs with higher customer density because they are able to spread their 

costs over a larger customer base. However, it is worth noting that there is a large spread of results across the 

lower customer density networks. B oth Ergon Energy and Essential Energy have a relatively higher total cost per 

customer compared to other largely rural DNSPs, including SA Power Networks, Powercor, AusNet and 

TasNetworks. Ausgrid and Evoenergy also have relatively higher costs per custome r compared to other networks 

with similar customer densities and some networks with lower customer densities. 27 

Figure 6-5 shows our total cost per customer alongside our peers. As highlighted by the AER, we have similar levels of 

customer density to Ergon Energy and Essential Energy, but relatively lower costs per customer, and have broadly 

similar costs to SA Power Networks . The AERõs analysis shows that in terms of total cost per customer, we are among 

the best performers of the networks that have relatively low customer densities.  

Similarly, we perform well in terms of total cost per kilometre of line length, as shown in the figure below.  

The AERõs analysis should therefore give stakeholders some confidence that our cost performance compares well 

with our peers and, therefore, our forecasts reflect efficient unit rates, planning and delivery processes.  

 

26 2024 AER, Annual benchmarking report, electricity distribution network service providers, November, p. 39.  
27 2024 AER, Annual benchmarking report, electricity distribution network service providers, November, p. 39.  
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Figure 6-5: Total cost per customer ($2023) against customer density (average 2019 ð23) 

 

Source: AER 2024, Annual benchmarking report, electricity distribution network service providers, November, p.40.  

Figure 6-6: Total cost per km of circuit line length ($2023) against customer density (average 2019 ð23) 

 

Source: AER 2024, Annual benchmarking report, electricity distribution network service providers, November, p.41.  

Evoenergy
Ausgrid

AusNet

CitiPower

Endeavour

Energex

Ergon

Essential

Jemena

Powercor

SAPN

TasNetworks

United Energy

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

$45,000

$50,000

0 20 40 60 80 100 120

T
o

ta
l 
c
o

s
t 

p
e
r 

c
ic

ru
it

 k
m

Average customer density (customers per km)



 

112 
 

6.5.6. Deliverability  

Deliverability refers to the ability of the business to deliver the proposed program of work which can be 

demonstrated through our past track record and our strategic deliverability plan.  

For many years, we have been a trusted network business to deliver large and complex projects and programs such 

as: 

¶ Since 2017, we have installed Rapid Earth Fault Current Limiters (REFCLs) in 22 high bushfire -risk areas across our 

electricity distribution networks. They now protect over 40,000 square kilometres of our electricity distribution 

area.  

¶ We installed new underground electricity cables in Falls Creek and surrounding areas. This critical work ensures a 

reliable electricity supply to residents and businesses in the area.  

¶ Mount Buller engaged us to support increasing its electricity capacity ahead of the 2023 snow season. This 

upgrade related to a $3.6m Victorian Government grant for the resort to fund an additional supply 4MVA of 

supply capacity, facilitating increases to snow -making capacity and improving network infrastructure in the 

area. We replaced power poles and powerlines along Mount Buller Road and surrounding access roads 

between Merrijig and Mount Buller Alpine Village. We also installed new infrastructure along the Bourke Street ski 

run in Mount Buller. Our team used high voltage generators to minimise power interruptions where possible and 

worked closely with the local community to ensure they were informed of any property access requirements in 

advance.  

We have developed a strategic deliverability plan to support our expanded capital expenditure proposal for 2026 -

31. Our strategic deliverability plan highlights the measures ð both in flight and planned measures ð that will enable us 

to rapidly scale up to  deliver a capital expenditure program. This plan has regard to:  

¶ The potential shortage of field workers given competing demands across the infrastructure industry.  

¶ The high global demand for energy networks materials and the resultant lead -time risks. 

¶ The ability to obtain resource commitments from prospective service providers through competitive tender 

process that provide an appropriate weighting towards security of supply and lead time.  

¶ The benefit of seeking vendors from disparate global geographies as a hedge against risks such as trade 

sanctions, conflicts or epidemics.  

In addition, we have deferred several augmentation projects beyond their economic timing, to smooth the ramp up 

in our capital program during the 2026 -31 regulatory period and further mitigate potential delivery risks. These 

deferrals have also reduced our  proposed revenue requirement and improved the affordability of our plans. The 

deferred projects are:  

¶ REFCL compliance program  

¶ Morwell Terminal Station (MWTS) South 66kV loop: MWTS -LGA lines upgrade  

¶ Eastern Cranbourne 66kV loop augmentation  

¶ New transformer at Wonthaggi  

¶ New 22kV distribution feeders (WOTS21, SMR11 and WGL31)  

¶ The regional reliability allowance, recognising that this programõs expenditure profile is not currently based 

on an economic assessment, and the timing of actual spend will depend on the projects identified (and 

supported by our stakeholders) during the 2 026-31 regulatory period.  

Taking account of the above measures, AusNetõs assessment is that the proposed capex for the 2026-31 regulatory 

period is capable of being delivered in accordance with the plans for each of the capex categories.  
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6.6. Demand driven 

augmentation  

6.6.1. Key points  

The key points in this section are:  

¶ Demand driven augmentation expenditure (demand driven augex) is the capital needed to expand network 

capacity to meet the growth in customer numbers and the demand for energy. The value of expected 

unserved energy is the key driver for this expenditure.  

¶ We have a long history of probabilistic planning which increases network utilisation and keeps network charges 

as low as possible i.e., probabilities are attached to the different scenarios that we test to ensure that we only 

invest where it is efficient t o do so. As part of this economic assessment framework, we compare credible 

solutions against a base case of do -nothing (or business -as-usual) to identify the preferred option that delivers 

the highest net benefit to consumers.  

¶ A maximum demand growth of 18% (winter) and 13% (summer) over the 2026 -31 regulatory period combined 

with projected asset utilisation of 75% will drive constraints in our network that require augmentation over the 

2026-31 regulatory period. Our current lev el of asset utilisation is 60%, which is already much higher than the 40% 

average across the NEM.  

¶ Our demand forecasts are conservative to avoid over -investment during a period of heightened uncertainty, 

and we have achieved this by employing our own in -house forecasting tool that has been designed for 

AusNetõs specific needs. We primarily use the latest inputs and assumptions from AEMO and the Victorian 

Governmentõs VIF; and where they are uncertain, we have adopted inputs and assumptions on the lower end of 

expectations.  

¶ Our demand driven augex forecast is consistent with historical customer behaviour in relation to cost reflective 

tariffs. While our tariff strategy includes a progressive increase in customers on cost reflective tariffs, including a 

time of use tariff with  a low cost middle of the day period, customer response to time of use tariffs has been 

historically low and insufficient to defer augmentation.  

¶ We have proposed a new zone substation (ZSS) in the Wollert area as one of the existing zone substations serving 

the area ð Kalkallo ZSS ð is forecast to be overloaded by 2027 under N rating which means that an urgent 

solution is needed to avoid power outa ges or curtailment. The capital investment cost of a new Wollert ZSS is 

$40.4m (direct, real 2023 -24). 

¶ We have also proposed a new ZSS in the Pakenham South area as the 50% Probability of Exceedance (POE) 

demand forecast has already exceeded the summer N -1 rating for a number of existing substations. We have 

assessed several credible solutions, including no n-network alternatives such as network support, and our 

assessment concluded that a new ZSS has the highest net benefit to consumers as it avoids expected unserved 

energy risk compared to do -nothing, and it allows for future growth. The capital investment cost of a new 

Pakenham South ZSS is $49.2m (direct, real 2023 -24). 

¶ We have proposed $119.5m (direct, real 2023 -24) of upgrades in the Low Voltage (LV) network to address 

forecast increases in constraints due to the electrification from gas -to -electricity and the uptake of EVs. Our 

proposal will allow for the upgrade of 95 8 distribution substations (DSS) and 38 SWER ð representing 

approximately 1.6% and 7.2% of our assets respectively ð which will unlock LV capacity to allow for 

electrification. Our LV augex forecast excludes $29m of capex that will be deferred by our flexi ble services 

proposal, reflecting an efficient capex/opex trade -off (discussed further in the opex chapter). It also excludes 

$12.7m of overlaps with our current period investment program.  

¶ Constraints in several feeders, sections of our sub -transmission network and stations are also forecast to increase 

over the 2026 -31 period making it economic to construct 3x new 22kV feeders, augment 2x 66kV loops and 

install a new transformer at Wonthagg i (WGI). 

¶ We have undertaken extensive stakeholder consultation including deep dives on specific topics, such as 

demand forecasting and demand driven augex in the LV network. Our stakeholders have provided support for 

our forecasting approach and our proposal to inv est to remove constraints in the LV network (where it is 

economic to do so).  

6.6.2. Overview of forecast and key drivers  
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Demand driven augmentation expenditure (demand driven augex) is the capital needed to expand network 

capacity due to constraints in the network caused by increasing maximum demand in areas that are served by 

assets that are already highly utilised.  

We are forecasting augex of $320.2m (direct, real 2023 -24) over the 2026 -31 regulatory period, which is 646% greater 

than the demand driven augex we expect to incur in the current regulatory period. Our forecast for the 2026 -31 

regulatory period includes $ 89.6m for two new zone substations in Wollert and Pakenham South and $119.5 million for 

distribution substations and SWER upgrades (in the LV network). A summary of our demand driven augex projects is 

provided in the table  below.  

Table 6-10: Summary of demand driven augex projects and programs ($m, direct, real 2023 -24) 

Type Name  Expenditure  

New Zone Substation  New Wollert ZSS 40.4 

New Zone Substation  New Pakenham South ZSS  49.2 

Augment 66kV loop  Augment Eastern Cranbourne 66kV loop  33.8 

Augment 66kV loop  Augment East Gippsland 66kV loop  26.5 

New 22kV feeder  New 22kV distribution feeder (WGL31)  16.3 

New 22kV feeder  New 22kV distribution feeder (SMR11)  12.2 

New 22kV feeder  New 22kV distribution feeder (WOTS21)  6.3 

New transformer  New transformer at WGI  10.8 

Demand driven augex in the LV network  119.5 

Summer/winter network readiness program  5.2 

Total  320.2 

Source: AusNet.  

6.6.2.1. We are getting the most out of the existing network before considering 

network upgrades  

In developing our demand driven augex  forecast, we are conscious of the need to ensure we are getting the most 

out of the existing network, manage demand growth and minimise the need for network upgrades, particularly given 

our customersõ affordability concerns. 

We currently have the joint -second highest utilisation rate in the NEM, with other Victorian distributors also having high 

utilisation rates compared to other jurisdictions. This reflects several factors unique to AusNet and our Victorian peers, 

including:  

¶ Long -standing use of probabilistic planning practices, in contrast to deterministic planning relied upon in some 

other jurisdictions.  

¶ The use of smart meters enabling Victorian networks to plan more precisely, by having access to more granular 

and accurate customer load data.  

¶ Tariff innovation, with AusNet being the first network in the NEM to introduce Critical Peak Demand pricing for our 

C&I customers ð a program that successfully runs today.  

We will continue to increase the utilisation of our assets, increasing from around 60% in 2023 to more than 75% in 2031.  

However, even with probabilistic planning, as utilisation grows, network augmentation is required to address growing 

demand and maintain reliability across our network.  

The effects of cost reflective tariffs have been considered when developing our demand and expenditure forecasts. 

Our tariff proposal reflects Victorian Government policy while providing greater optionality for customers. This is 

discussed further in our Tariff Structure Statement.  

As moving to cost -reflective tariffs in Victoria is optional, we do not have certainty of tariff take -up, making it more 

difficult to estimate our customersõ demand response. Our demand forecasts incorporate the impact of cost 

reflective tariffs in the fol lowing ways:  
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¶ Any historical response to tariffs is embedded as demand forecasts use history as a starting point. For residential 

customers this response is not material, as outlined below. For large industrial customers who participate in our 

Critical Peak Demand progr am, this response is larger , and  

¶ For electric vehicles, our demand forecasts are based on AEMOõs EV usage profiles, which determine the 

percentage of customers who charge during the day, at night and at peak, based on tariff response and 

managed charging. EV tariff response is therefore a ssumed in our expenditure forecasts.  

In addition, evidence from smart meter data suggests that even where customers are assigned to a time of use 

network tariff, there is no observable difference in their peak demand compared to customers on flat tariffs. This 

suggests that even if an adjustm ent were to be made for assumed additional tariff response over the next regulatory 

period it would not be material.  

While the 45 -50% of our customer base on time -of -use tariffs is captured in the historical data that informs our 

demand forecasts, our research shows many of our residential customers are convenience motivated, limiting tariff 

engagement and response. In p articular, our segmentation study shows that many of our residential customers, that 

contribute most to the evening peak 28, are on a single rate tariff and therefore may not change their behaviour in 

response to tariff reform. Our sentiments research also shows approx imately  40% of customers are either unable to or 

unwilling to shift usage of appliances. This is reflected in the figure below which, using meter data, shows there is no 

difference in peak between single rate and TOU customers today.  

Figure 6-7: Average daily usage per half hour intervals  

 

We have proposed an opex step change to uplift customers communications to enable customers to build agency 

and provide trusted information to help customers make decisions about how they use electricity and how they 

invest in future appliances/CER. Provid ing clear information on tariffs will be part of this program, and we will monitor 

the effectiveness of these communications in encouraging customers to opt -in to time of use tariffs and make 

changes to their behaviour to respond to these signals.  

6.6.2.2. Increased network augmentation is needed to address strong demand 

growth and maintain reliable supply  

Two of the key outputs from our forecasting tool is our forecast of customer numbers and maximum demand growth.  

Our customer base is expected to grow steadily by around 1.7% per annum during the 2026 -31 regulatory control 

period; while maximum demand is forecast to grow at approximately 3% per annum (winter), reflecting the 

underlying increase in electrification and  recognising that maximum demand is likely to occur when solar generation 

declines late in the day. Minimum demand will continue to fall as sola r generation continues to increase.  

The figure below shows our actual and forecast maximum demand in summer and winter; a 13% growth in summer 

and 18% growth in winter over the 2026 -31 regulatory control period.  

 

28 Specifically, 77% of the Time Surfers segment are on a single rate tariff, relative to an average of 50%  
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Figure 6-816: Actual and forecast maximum demand in summer and winter, 2017 to 2037  

 

Source: AusNet  

Strong growth in our customer base and maximum demand is increasing our baseline risk of expected unserved 

energy ð or energy that would have otherwise been delivered ð and therefore the need for network augmentation.  

Figure 6-9 shows the proportion of zone substations where POE50 forecast demand is projected to exceed our N 

rating under a do -nothing approach; approximately 3.5% at the start of the 2026 -31 regulatory period and increasing 

to approximately 7% at the end of the regulatory period. N rating is the capacity of the network element to supply 

power with all components in service.  

Figure 6-9: Proportion of zone substations where forecast demand is projected to exceed our òNó rating 

 

Source: AusNet  

6.6.3. Methodology and key assumptions  

Our probabilistic planning approach is a well -balanced approach ð and a common industry practice ð that involves 

estimating the probability of various network conditions coinciding (such as plant outages coinciding with peak 

import or export conditions) an d weighting the events by their probability of occurrence. This allows a probability 

weighted supply risk (or expected unserved energy) to be calculated under a do nothing or BAU option, which is 

neither too high nor too low.  

This method is particularly appropriate in brownfield areas where we have existing network assets that need to be 

reassessed when there is new information (e.g., new demand forecast, connection requests).  

Figure 6-4 above  provides a high -level overview of our economic assessment approach. This approach is consistent 

with the RIT-D. The table below outlines the key inputs and assumptions related to demand driven augex project 

assessments. 

  

0%

2%

4%

6%

8%

10%

12%

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038

P
e

rc
e

n
ta

g
e

EDPR 2026-31



 

117 
 

Table 6-11: Key inputs and assumptions (demand driven augex)  

Input / Assumption  Description  

Discount rate  See section 6.5.1 

Value of Customer 

Reliability (VCR)  

See section 6.4.4 

Demand forecasts  See section 6.4.3 

Customer engagement 

and research  

Our demand driven augex proposal aligns with our customer engagement and research 

outcomes because we  have tested various parts of our proposals with Panel Members (through 

deep dives and customer offsites) and stakeholders. The Coordination Group have provided their 

support for expenditure necessary to meet anticipated demand increases due to electrifica tion 

of gas and transport and welcomes the inclusion of a demand management program to 

incentivise non -network solutions as part of it. 29 

More specific details on our customer engagement and research outcomes have been 

described in the following sections.  

Source: AusNet  

6.6.3.1. Step 1: Establish the baseline risk  

The baseline risk is defined as the risks that our network and customers would be exposed to under a business -as-

usual or do -nothing approach. Establishing the baseline risk reveals the benefits of alternative options when 

implementing network or non -netwo rk solutions; our assessment framework considers these alternative options on an 

equal footing. The baseline risk for demand driven augex is made up of supply risk where it is defined as the risk of 

supply being lost to customers due to an asset failure or  demand exceeding the rating of the assets. We calculate 

supply risk (also called the Value of Expected Unserved Energy or VoEUE) using a probabilistic planning approach 

whereby:  

¶ We develop internal demand forecasts reflecting the 10% POE and 50% POE scenarios. POE stands for Probability 

of Exceedance, which means the 10% POE scenario is the demand forecast at which actual demand is only 

likely to exceed in 10% of the time.  

¶ We then attach weights to the different POE scenarios in line with industry practice ð we apply weights of 30% to 

the 10% POE forecast and 70% to the 50% POE forecast.  

¶ The difference between the asset capacity and the weighted demand forecast is the expected unserved 

energy.  

¶ Expected unserved energy is then multiplied by the VCR to obtain the dollar value of the expected unserved 

energy (this is the supply risk). We have combined our QCV for residential customers with the AER's 2023 VCRs for 

non -residential customers. As expla ined in section 6.4.4, there are minor differences in how we have 

implemented the approach.  

6.6.3.2. Step 2: Formulate the options to address risk  

Once the baseline risk is established, we analyse different options to identify the preferred option. The general 

options that we can typically consider for individual projects are shown below:  

¶ Business-as-usual or do -nothing : used as a reference to quantify the relative benefits of options that address the 

baseline risk.  

¶ New feeder : a new feeder can reduce the load on existing feeders and therefore reduce the expected 

unserved energy. New feeders can be used to remove load from one ZSS to another.  

¶ New transformer : A new transformer can reduce the load on existing transformers and therefore reduce the 

expected unserved energy.  

¶ New zone substation : A new zone substation can reduce the load on existing ZSS / feeders / sub transmission 

lines and therefore reduce the expected unserved energy.  

¶ Non -network alternatives : For example, construct and operate a Battery Energy Storage System ( BESS) which 

can reduce the expected unserved energy at a constrained site. Or contract a third -party supplier to provide 

network support or demand response during peak periods.  

In some cases, we have analysed fewer options, because there are fewer credible options to assess. Some options 

are non -credible due to the size of the expected unserved energy, the configuration and practical constraints of the 

existing network, or future  needs.  

 

29 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, p. 30.  



 

118 
 

6.6.3.3. Step 3: Quantify and compare options against baseline risk  

After identifying the options in step 2, we quantify their costs and benefits. Costs are determined by developing a 

technical scope of works, and/or applying a standard cost estimating process that utilises standard unit rates based 

on recent projects and contracted procurement costs. Benefits may include reduction in supply risk (reduction in the 

value of expected unserved energy) and/or avoided costs (e.g., reduction in maintenance costs).  

To account for uncertainty in the key inputs, we undertake sensitivity analysis on the options.  

6.6.3.4. Step 4: Select preferred option  

Conduct a net present value ( NPV) analysis to compare options on an equal basis, considering the time value of 

money. The preferred option is the option that delivers the highest NPV across a range of sensitivity scenarios i.e., 

offers the most benefit to customers even when accounting f or uncertainty.  

6.6.3.5. Step 5: Determine optimal timing  

We determine the optimal timing to complete the preferred option project by identifying when the annual VoEUE risk 

reduction benefit is equal to (or greater than) the annualised cost of implementing the preferred option. This is the 

point at which the bene fits of the preferred option outweigh the annualised cost of the project.  

6.6.4. Projects and programs  

6.6.4.1. New Wollert zone substation  

Wollert is a suburb approximately 25km north of Melbourne CBD within the City of Whittlesea Local Government Area 

(LGA).  

The identified need is to efficiently maintain a reliable supply of power to the customers in the Wollert area as 

forecast demand is expected to exceed the capacity of the existing Kalkallo zone substation that currently supplies 

the load to the Wollert ar ea. The supply risk is materially high because the existing Kalkallo zone substation is forecast 

to be overloaded by 2027 under N rating even when load transfers between nearby zone substations have been 

accounted for.  

The following options were assessed to identify the preferred solution:  

¶ Do-nothing : This option considers a business-as-usual approach with customers in the Wollert supply area 

continuing to be supplied using the existing network infrastructure. There is no capital investment and 

operational and maintenance investments continues as before.  

¶ Option 1 new Wollert zone substation : This option involves augmenting the network by installing a new 2x33MVA 

66/22kV zone substation located close to our existing dual circuit 66 kV lines on the eastern edge of the Wollert 

precinct.  

¶ Option 2 third transformer at the existing Kalkallo zone  substation : This option involves augmenting the capacity 

of the existing Kalkallo substation by adding a third 33MVA 66/22kV transformer and third 22kV bus section with 

four 22kV feeders  

¶ Option 3 Battery Energy Storage System (BESS) at the existing Kalkallo zone substation : This option involves 

installing a battery storage facility 10 MW, 40 MWh to the 22kV bus at the existing Kalkallo zone substation.  

A new zone substation at Wollert (option 1) was identified as the preferred solution because it maximised the NPV of 

the options assessed, including under different sensitivity scenarios.  

6.6.4.2. New Pakenham South zone substation  

Pakenham is a suburb approximately 53km south -east of Melbourne CBD within the shire of Cardinia LGA.  

The identified need is to efficiently maintain a reliable supply of power to the customers in the Pakenham South area 

as forecast demand is expected to exceed the capacity of the existing Clyde North zone substation that currently 

supplies the load to the Pakenham South area.  

The following options were assessed to identify the preferred solution:  

¶ Do-nothing : This option considers a business -as-usual approach with customers in the Pakenham South supply 

area continuing to be supplied using the existing network infrastructure. There is no capital investment and 

operational and maintenance investments continues as before.  

¶ Option 1 build a second transformer at Lang Lang : This option involves building a second transformer at Lang 

Lang zone substation to supplement and provide contingency to the existing single transformer.  

¶ Option 2 new Pakenham South zone substation : This option involves augmenting the network by installing a new 

2x33MVA 66/22kV zone substation in the Pakenham South area.  
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A new zone substation at Pakenham South (option 2) was identified as the preferred solution because it maximised 

the NPV of the options assessed, including under different sensitivity scenarios.  

6.6.4.3. Augment Eastern Cranbourne 66kV loop  

The existing Eastern Cranbourne 66kV network loop supplies electricity to over 102,516 customers. This loop is supplied 

by the Cranbourne terminal station (CBTS) and is comprised of seven zone substations, including, Lysterfield (LYD), 

Narre Warren (NRN), Pakenham (PHM), Officer (OFR), Berwick North (BWN), Lang Lang (LLG), and Clyde North (CLN).  

AusNet has identified there is a supply risk over the summer period on the existing Eastern Cranbourne 66kV network 

loop driven by the establishment of a new South -East Growth Corridor in the network area.  

The following options were assessed to identify the preferred solution:  

¶ Do-nothing : This option would entail no mitigating action beyond existing business as usual measures to address 

the identified risk.  

¶ Option 1 : Install a new Cranbourne Terminal Station to Officer (CBTS -OFR) 66kV line. This option involves installing 

a new 66kV line from CBTS to OFR (approximately 12km) to provide additional capacity to the northern section 

of the Eastern Cranbourne network loop . 

¶ Option 2 : Install a new Cranbourne Terminal Station to Pakenham (CBTS -PHM) 66kV line. This option involves 

installing a new 66kV line from CBTS to PHM (approximately 25.5km) to provide additional capacity to the 

Pakenham area which is experiencing rapid growth.   

¶ Option 3 : Install a new Cranbourne Terminal Station to Pakenham South (CBTS -PSH) and new PSH-PHM 66kV 

lines. This option involves installing a new 66kV line from CBTS to PHS and a new 66kV line from PSH -PHM 

(approximately 26.5km).  

¶ Option 4 : Install a new Cranbourne Terminal Station to Lang Lang (CBTS -LLG) 66kV line. This option involves 

installing a new 66kV line between CBTS to LLG (approximately 43.5km) to provide additional capacity.  

¶ Option 5 : Install a new 25MW/100MWh battery at OFR zone substation. This option involves installing a new 

25MW/100MWh battery at Officer zone station to support the Eastern Cranbourne network loop during peak 

loading.  

A new Cranbourne Terminal Station to Officer (CBTS -OFR) 66kV line (option 1) was identified as the preferred solution 

because it maximised the NPV of the options assessed, including under different sensitivity scenarios. Specifically, it is 

the least cost option yet forecast to deliver the largest reduction in supply risk relative to the other options.  

6.6.4.4. Augment East Gippsland 66kV loop  

The East Gippsland 66kV network loop supplies electricity to over 71,200 customers. It originates from the Morwell 

Terminal Station (MWTS) and is comprised of six zone substations, including Traralgon (TGN), Sale (SLE), Maffra (MFA), 

Bairnsdale (BDL), Newm erella (NLA) and Cann River (CNR) and is geographically very isolated. It is the longest sub -

transmission network (by distance of line coverage) in AusNetõs 66kV network. This network loop is particularly prone 

to voltage issues due to long line lengths an d has limited capacity transfer ability due to its geographical remoteness.  

AusNet has identified there is supply risk over the summer period on the East Gippsland 66kV network loop driven by 

customer growth, gas electrification of homes, and electric vehicle (EV) uptake within the region.  

The following options were assessed to identify the preferred solution:  

¶ Do nothing : This option would entail no mitigating action beyond existing measures to address the identified risk.   

¶ Option 1 Reconductor the entire Traralgon - Maffra (TGN -MFA) 66 KV line:  This option involves reconductoring 

the full length of the TGN -MFA line.  

¶ Option 2 Construct new Traralgon - Sale (TGN-SLE) 66kV line: This option involves constructing a new TGN -SLE 

66kV line by predominately rebuilding the 22kV line section adjacent to or along the Princess Highway.   

¶ Option 3 Establish a TGN -SLE/MFA 66kV line: This option involves constructing a new 66kV switching station at the 

existing TGN-MFA from the new switching station at Sale (SLE) and reconducting the line between TGN and the 

new tee point.  

¶ Option 4 Construct a 30MW/150MWh Battery Energy Storage System:  This option involves constructing a 

30MW/150MWh battery at the existing Bairnsdale 66kV switching station to provide support to a major load 

centre on the East Gippsland 66kV network loop.  

Reconductoring the entire TGN -MFA (option 1) was identified as the preferred solution because it maximised the NPV 

of the options assessed, including under different sensitivity scenarios.  
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6.6.4.5. New 22kV distribution feeder (WGL31)  

Combined growth in demand from existing (brownfield) and newly developed (greenfield) sites in the Shire of Baw 

Baw (for initial stages of the West Gippsland development area) is expected to increase supply risk to the area. This is 

due to existing 22kV di stribution feeders being constrained and incapable of supplying the forecast demand.  

The following options were assessed to identify the preferred solution:  

¶ Do nothing : This option considers a business -as-usual approach with customers continuing to be supplied using 

the existing network infrastructure. There is no capital investment and operational and maintenance investments 

continues as before.  

¶ Option 1 Construct a new 22kV feeder by utilising the existing WGL11 route:  This option involves constructing a 

new 22kV feeder from the WGL station, which is the nearest to the proposed major development areas. The 

new feeder will offload the existing WGL13 feeder and provide additional support to WGL12, WGL21, and 

WGL24, which are also close to being constrained. The route length of the overhead 22kV feeder from WGL 

station is approximately 10.6 km.  

¶ Option 2 Construct a new 22kV feeder by utilising the existing WGL24 route : This option involves constructing a 

new 22kV feeder from the WGL station, which is the nearest to the proposed major development areas. The 

length of the overhead 22kV feeder from WGL station is approximately 5.5 km. The new feeder is expected to 

end whe re the existing WGL24 feeder will be disconnected. This option uses the existing WGL24 line, allowing 

WGL24 to expand further towards the east.  

¶ Option 3 Construct 5MW/10MWh Battery Energy Storage System : This option involves establishing a 5MW/10MWh 

BESS by 2030 to defer any investment in the network solution. This option would involve AusNet owning, building 

and operating a grid -connected battery at the existing WGL zone substation site.  

¶ Option 4 Contract external network support services to defer network investment:  This option involves procuring 

network support for WGL13 to mitigate thermal risk constraints.  

The construction of a new 22kV feeder by utilising the existing WGL24 route (option 2) was identified as the preferred 

solution because it maximised the NPV of the options assessed, including under different sensitivity scenarios.  

6.6.4.6. New 22kV distribution feeder (SMR11)  

Nagambie township is located in the Strathbogie Shire, approximately 135 kilometres north of Melbourne and 55 

kilometres south of Shepparton along the Goulburn Freeway.  

In addition to the anticipated residential growth (average annual growth rate of 2.9%),  C-I-C    

              

        As a result, we need to increase the ability of the 

22kV network to supply the forecast demand in Nagambie and manage the increasing risk of involuntary load 

shedding on SMR24 22kV feeder supplied by SMR station.  

The following options were assessed to identify the preferred solution:  

¶ Do nothing : This option considers a business -as-usual approach with customers continuing to be supplied using 

the existing network infrastructure. There is no capital investment and operational and maintenance investments 

continues as before.  

¶ Option 1 Manage SMR24 capacity with mobile generators: This option involves managing SMR24 capacity 

during peak demand with the assistance of mobile generators, limited to 2MW output power.  

¶ Option 2 Construct a new 22kV feeder to offload SM24 called SMR11 : This option involves constructing a new 

22kV distribution feeder. The new feeder will utilise existing infrastructure, such as shared easements and poles, 

with the existing feeders along the route. There will be minimal installation of new assets.  

¶ Option 3  Construct 2.5MW/5MWh Battery Energy Storage System:  This option involves establishing a 

2.5MW/5MWh BESS. 

¶ Option 4 Contract external network support services to defer network investment:  This option involves procuring 

network support for WGL13 to mitigate thermal risk constraints.  

The construction of a new 22kV feeder to offload SMR24 (option 2) was identified as the preferred solution because it 

maximised the NPV of the options assessed, including under different sensitivity scenarios.  

6.6.4.7. New 22kV distribution feeder (WOTS21)  

The city of Wodonga and surrounding areas, including Tallangatta, are predominately serviced by 330/66/22kV 

Wodonga Terminal Station (WOTS). The existing built -up area of Wodonga and the township of Baranduda will be 

extended further into the Leneva Valley  as per the development plans and will be supplied mainly by the WOTS25 

feeder. This area has been subjected to several subdivisions in the last few years, and it is continuing, resulting in 

increasing demands on the WOTS zone substation feeders, particula rly on the WOTS25 feeder.  



 

121 
 

AusNet has identified a need to increase the ability of the 22kV network to supply the forecast demand in Wodonga 

Council and manage the increasing risk of involuntary load shedding on WOTS25 22kV feeder supplied by WOTS 

station. In addition to the risk of  unserved energy to existing customers, the lack of capacity of the 22kV network will 

prevent connecting new customers to AusNetõs network in the area supplied by WOTS station. 

The following options were assessed to identify the preferred solution:  

¶ Do nothing : This option considers a business -as-usual approach with customers continuing to be supplied using 

the existing network infrastructure. There is no capital investment and operational and maintenance investments 

continues as before.  

¶ Option 1 Upgrade WOTS25 22kV feeder to a higher rating: This option involves upgrading the existing WOTS25 

22kV feeder exit cable to a higher rating, providing a 365A design rating.  

¶ Option 2 Construct a new 22kV feeder : This option proposes to split the WOTS25 feeder into two feeders WOTS21 

(new) and WOTS25 (existing)  

¶ Option 3 Construct 5MW/10MWh Battery Energy Storage System : This option involves establishing a 2.5MW/5MWh 

BESS to defer any investment in the network solution. Under this option AusNet would own, build and operate a 

grid -connected battery at the suitable site.  

¶ Option 4 Contract external network support services to defer network investment:  This option involves procuring 

network support.  

The construction of a new 22kV feeder by splitting the existing WOTS25 into two feeders (option 2) was identified as 

the preferred solution because it maximised the NPV of the options assessed, including under different sensitivity 

scenarios. This option p rovides the greatest benefit by providing the most significant reduction in unserved energy, 

allowing the 22kV feeders to be offloaded and the greatest number of customers to connect. As a result, Option 2 

will provide more long -term benefits than all othe r options considered.  

6.6.4.8. New transformer at Wonthaggi (WGI)  

Combined growth in demand from existing (brownfield) and newly developed (greenfield) sites in Wonthaggi and 

South Gippsland (for initial stages of the Wonthaggi development area) is expected to increase supply risk to the 

area.  

AusNet has identified a need to increase the ability of the WGI station to supply the forecast demand in Wonthaggi 

and South Gippsland and manage the increasing risk of involuntary load shedding of the customers supplied by the 

WGI station. In addition to the risk of unserved energy to existing customers, the lack of capacity of the WGI station 

will prevent connecting new customers to AusNetõs network in the area supplied by WGI station. An investment in 

additional electrical capacity in this area is requir ed to reduce these risks.  

The following options were assessed to identify the preferred solution:  

¶ Do nothing : This option considers a business -as-usual approach with customers continuing to be supplied using 

the existing network infrastructure. There is no capital investment and operational and maintenance investments 

continues as before.  

¶ Option 1 Replace 3 x 10/13.5 MVA Tx with 3 x 20/33 MVA Tx: This option involves replacing existing transformer 

units with new, larger units - 3 x 20/33 MVA, which will provide a total capacity of 85 MVA and firm substation 

capacity of 57 MVA by 2033.  

¶ Option 1A Replace 1 x 10/13.5 MVA Tx with 1 x 20/33 MVA Tx : This option involves replacing the existing 

transformer unit Tx3 with new, larger units - 1 x 20/33 MVA, which will provide a total capacity of 63 MVA and firm 

substation capacity of 57 MVA by 2029.  

¶ Option 2 Construct 2x 20/33MVA zone substation in Inverloch : This option involves establishing a new zone 

substation in Inverloch with 2x 20/33 MVA transformers, which will provide additional capacity in the supply area 

and more transfer capability.  

¶ Option 3 Contract external network support services to defer network investment:  This option involves procuring 

network support.  

The preferred option is Option 1A (Replace 1 x 10/13.5 MVA Tx with 1 x 20/33 MVA Tx) because it maximises the NPV 

of the options assessed, including under different sensitivity scenarios. This option provides the greatest benefit by 

providing the most sign ificant reduction in unserved energy, allowing more capacity at the station level and the 

greatest number of customers to connect. As a result, Option 1A will provide more long -term benefits than all other 

options considered.  
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6.6.4.9. Demand driven augmentation in the LV network  

The purpose of our LV augex investment is to facilitate maximum demand growth across AusNetõs existing low 

voltage ( LV) and single wire earth return ( SWER) distribution network, driven by electrification of transport and gas 

(largely in homes and small businesses).  

Our LV augex investment plan is a program of work needed to economically reduce expected unserved energy 

(EUE) for customers in the existing LV and SWER networks. Our capex requirement of $119.5m (direct, real 2023 -24) is 

net of the deferred capex ($29m) due to our flexible services opex step change (see chapter 7.9.5.) which is a type 

of non -network solution.  

Without a planned program of work, growth in demand in existing networks would result in network asset import 

limitations for some parts of the network, which may cause adverse impacts for customers. This includes the need to 

load shed customers such that AusNetõs assets are not exposed to thermal overload beyond their technical rating, 

and customers are not exposed to steady -state over and under -voltages beyond the EDCOP limits. Load shedding is 

a form of outage for customers negatively impacting the relia bility of their electricity supply, which is both disruptive 

to the economy and the wellbeing of our customers, particularly as these reliability risks are the highest during times 

of extreme ambient temperatures.  

AusNetõs LV and SWER networks were largely designed decades years ago, with many areas of the network not 

designed or built to absorb additional new demand from the electrification of gas and transport. Hence, a 

proportion of our distribution substations a nd SWER lines are expected to be at risk of overload over 2026 -31, 

particularly during 5pm to 9pm on days of extreme high or low ambient temperature. The network assets most at risk 

are those that are already highly utilised (or overloaded) at times of max imum demand, which were originally 

designed for lower demand patterns. This represents 5.5% of our distribution substation population and 43% of our 

SWER population. The limitations on these already highly utilised assets are expected to worsen over the ne xt 

regulatory control period and new sites will emerge without further investment, with the expected levels of 

electrification, adversely impacting the reliability and quality of supply for our customers affected.  

The preferred planned program of work is a proactive program which is specifically targeted at addressing network 

limitations that impact customerõs reliability, needed in response to the growing maximum demand expected from 

the electrification of gas and transport. Three options are considered in addition to the do -nothing case which are 

targeted at mitigating expected unserved energy in the LV distribution substation and SWER networks, these being:  

¶ Do nothing : No expenditure on addressing network limitations that impact customer reliability.  

¶ Option 1 : Economic probabilistic planning approach to minimise the reliability impact of network import 

limitations on customers, by selecting network augmentation projects that have a positive net present value 

(NPV).  

¶ Option 2 : Economic probabilistic planning approach to minimise the reliability impact of network import 

limitations on customers, by selecting an efficient mix of network augmentation and non -network flexible 

services that have a positive NPV.  

¶ Option 3 : Deterministic planning approach to remove all expected unserved energy risk from the network using 

network augmentation projects.  

AusNet proposes Option 2 at a total cost of $119.5m (direct, real 2023 -24) over the 2026 -31 regulatory period, which 

represents a prudent and efficient investment to address the impacts of electrification.  

Table 6-12: Other discussion points  

 Description  

Combined QCV/AERõs 2023 

VCRs approach vs. AERõs 

2023 VCRs 

We have used the combined QCV/AERõs 2023 VCRs approach in converting expected unserved 

energy into a monetised value which resulted in $119.5m of prudent and efficient investment.  

However, we also tested the capex requirement using the AERõs standard 2023 VCRs; the impact 

was a $15m reduction compared to the combined QCV/AERõs VCRs approach. This was a part of 

our sensitivity testing used as a part of stakeholder engagement.  

Customer engagement  We presented both options ð lower capex requirement using the AERõs standard 2023 VCRs and 

higher capex requirement using the combined QCV/AERõs VCRs approach ð and our Panel 

Members supported the higher capex requirement given our consistent use of AusNetõs 

combined VCR in our expenditure planning. 30 

Capex deferral  Our LV augex forecast excludes $29m of capex that will be deferred by our flexible services 

proposal, reflecting an efficient capex/opex trade -off (discussed further in the opex chapter).  

Top-down adjustment for 

AEMOõs August 2024 ESOO 

forecasts  

To account for AEMOõs latest 2004 ESOO, we have applied a top-down adjustment (removed 

$1.5m) to our LV augex program as the scope of works within the LV augex program changes 

depending on feeder level demand forecast.  

 

30 Coordination Group 2024, Independent Report on Draft Revenue Proposal 2026 -2031, Report for AusNet Services, 22 October, section 

10.1.1 and p. 30.  
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6.6.4.10. Summer/winter network readiness program  

The aim of this program is to prepare our distribution network for the expected peak demand during the summer 

period from November to March and winter period from May to August. This is a pro -active program undertaken 

each year before the start of the summ er and winter seasons.  

Overloads are predominantly addressed by a planned program of capex. However, some new loads (e.g., imposed 

by major customers, movement of holiday makers in regional resorts, abnormal weather patterns and delays in 

delivering approved projects) can cause distribution network elements to be overloaded during peak periods unless 

remedial actions are taken. This program addresses these risks and strengthens constrained elements within the 

network.  

At the end of each peak period, we analyse data from the previous peak periods including the most recently lapsed 

peak, to understand the potential for upcoming constraints. The types of risks that we typically identify include 

overloaded distribution tran sformers and overloaded LV circuits. The identified sites at risk and their solutions are then 

subject to detailed validation, scoping and cost estimation, before they are actioned and implemented prior to the 

start of the next peak periods.  

We are forecasting a capital expenditure requirement of $5.2m for minor network upgrades to address localised 

load growth that other planned works cannot address. While the exact scope of works is only validated and 

actioned a few months prior to the start of each peak period, we have developed our $5.2m forecast based on 

addressing:  

¶ Approximately 11 -12 overloaded small pole type substations  

¶ Approximately 11 -12 overloaded larger pole type substations  

¶ Approximately 35 overloaded LV circuits , and  

¶ 7-8 overloaded feeders.  

Our capital expenditure forecast ($5.2m) for 2026 -31 is similar to our forecast of current period spend.  

6.6.4.11. Feeder augmentations driven by customer growth  

We have a pipeline of 22kV feeder projects scheduled to commence during the current regulatory period, with 

many carrying over into the 2026 ð31 regulatory period. These projects address critical requirements for our network 

and are aligned with our commitm ent to meeting customer and community needs.  

Some of these projects involve the extension of existing feeders to accommodate new customer connections, 

ensuring that the network can meet growing demand. Others are interim solutions designed to alleviate local 

network constraints while we work on commi ssioning new zone substations (Wollert and Pakenham South). These new 

zone substations are crucial for improving long -term network reliability and capacity (see chapters 6.6.4.1and 

6.6.4.2). 

These projects have not been quantified based on the economic value of expected unserved energy because they 

are not tied to addressing load -at -risk scenarios. Instead, they are underpinned by the need to connect new 

customers in areas where either network  capacity is insufficient or no network exists, such as in greenfield residential 

developments or industrial clusters.  

For this program, our total capital expenditure forecast for the 2026 ð31 regulatory period is $25 million, reflecting the 

investment required to deliver these essential projects, support network growth, and ensure reliability for both existing 

and new cust omers.  

6.6.5. Benchmarking and validation  

Our probabilistic planning approach involves estimating the probability of various network conditions coinciding, such 

as plant outages coinciding with peak import or export conditions, and weighting the events by their probability of 

occurrence to assess:  

¶ The expected unserved energy if no risk mitigation action is undertaken (continue with do nothing or BAU) , and  

¶ Whether it is economic to invest in risk mitigation action to reduce the forecast supply risk.  

Investment needs are also further considered in the context of any existing adjacent network equipment and its 

associated replacement programs.  

Our expected unserved energy forecasts have been based on:  

¶ Our demand forecasting approach which is robust and conservative , and  

¶ The technical rating and capacity of the network assets which have been directly sourced from our system.  

Our unit rates reflect the market conditions of our industry.  
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6.6.6. Supporting documentation  

We have included the following documents to support this chapter:  

¶ ASD - AusNet - Distribution Annual Planning Report ð 31012025 

¶ ASD - AusNet - Network strategy ð 31012025 

¶ ASD - AusNet - Demand side engagement strategy - 31012025 

¶ ASD - AusNet - New Wollert ZSS BC ð 31012025 

¶ ASD - AusNet - New Wollert ZSS economic model ð 31012025 

¶ ASD - AusNet - New ZSS Pakenham South BC ð 31012025 

¶ ASD - AusNet - New ZSS Pakenham South economic model ð 31012025 

¶ ASD - AusNet - Eastern Cranbourne 66kV loop augmentation BC - 31012025 

¶ ASD - AusNet - Eastern Cranbourne 66kV loop augmentation economic model - 31012025 

¶ ASD - AusNet - East Gippsland 66kV loop augmentation BC ð 31012025 

¶ ASD - AusNet - East Gippsland 66kV loop augmentation economic model ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (WGL31) BC ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (WGL31) economic model ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (SMR11) BC ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (SMR11) economic model ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (WOTS21) BC ð 31012025 

¶ ASD - AusNet - New 22kV distribution feeder (WOTS21) economic model ð 31012025 

¶ ASD - AusNet - WGI new Tx BC ð 31012025 

¶ ASD - AusNet - WGI new Tx economic model ð 31012025 

¶ ASD - AusNet - Demand driven augex (LV augmentation) BC ð 31012025 

¶ ASD - AusNet - Demand driven augex (LV augmentation) economic model ð 31012025 

¶ ASD - AusNet - Summer and winter network readiness BC ð 31012025 

¶ ASD - AusNet - Summer and winter network readiness economic model - 31012025 
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6.7. Replacement expenditure  

6.7.1. Key points  

¶ Our replacement capex (repex) proposal focuses on expenditure that is driven by our ageing asset base and 

deteriorating asset condition and, therefore, is necessary to address the risk of asset failure and maintain network 

performance.  

¶ Our asset management expenditure approach and investment needs are guided by our robust Asset 

Management strategy and framework, aligned to the international standard for asset management (ISO 55001). 

AusNet was one of the first distributors in Australia to obtain asset management certification and, while not 

currently officially certified, is committed to re -obtaining ISO certification by October 2025.  

¶ AusNetõs asset and risk management philosophies aim to prudently manage network risk are underpinned by 

condition - and risk -based modelling, which we have used to develop our replacement expenditure forecasts .  

¶ Our repex investment needs are forecast to increase by 29% in the next regulatory period, due to an ageing 

asset base and resulting deteriorating asset condition and market -driven cost pressures, which are driving higher 

replacement volumes and/ or unit rates across most asset classes.   

¶ Increased expenditure  in 2026-31 is necessary to maintain network risk and avoid a deterioration in reliability, 

consistent with our customersõ preference for stable or improved levels of reliability. As our customers electrify 

their homes, businesses and transport, maintaining the relia bility of the existing network through prudent and 

efficient asset replacement is becoming increasingly important.  

¶ Consistent with our recent decision to appoint Zinfra as our operation and maintenance service provider, 

effective from August 2025 and replacing Downer, we have applied Zinfra unit rates to forecast expenditure for 

our inspection -based programs, which acc ount for over half of our  total repex. This  decision will  benefit 

customers through lower costs in 2026-31. 

¶ Following engagement with our customers, we have applied residential VCRs from our QCV study to forecast 

our repex requirements, increasing forecast investment by approximately $50m compared to a forecast based 

on AER 2023 VCRs. 

¶ We will consider the impacts of the AERõs 2024 VCRs for our Revised Proposal, which we note are broadly in line 

with our QCV findings . 

¶ Excluding asset replacements without an age or condition driver (e.g., resilience - and safety -driven replacement 

programs), o ur proposed forecast compares favourably with the AERõs repex model. 

6.7.2. Overview of forecast and key drivers  

Our forecast repex for the 2026 -31 regulatory period is $8 31.2m, which is 29% higher than our expected repex of 

$645.8m in the current regulatory period. As shown in the figure below, forecast annual average repex of $ 166m is 8% 

above planned spend in 2025 -26 of $155m.  

Forecast total repex comprises distribution asset replacements driven by age and/or condition and, therefore, 

excludes the following replacement expenditure categories that have different drivers (but have been included in 

the total repex expenditure repor ted in Reset RIN template XXX):  

¶ Safety programs involving asset replacement (discussed in section 6.14)  

¶ Resilience programs involving asset replacement (discussed in section 6.12) 

¶ The operational technology component of our proposed ADMS investment (discussed in section 6.13)  

¶ The component of our proposed metering communications systems replacement expenditure allocated to 

distribution (discussed in  c hapter  16) 

Figure 6-10 shows our forecast for the 2026 -31 regulatory period compared to our expected capex for the current 

2021-26 regulatory period.   
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Figure 6-10: Actual, expected and forecast repex ($m, real 2023 -24) 

Source: AusNet  

The key drivers of AusNetõs repex forecast in the 2026-31 regulatory period are:  

¶ Deterioration in asset condition associated with increasing asset age which , if not addressed through risk - and 

inspection -based asset replacement, would give rise to increased network risk and unacceptable reliability and 

safety outcomes for our customers. This is driving the need for higher replacement volumes for some asset 

classes, such as poles  and switchgear,  in order to maintain service levels. Ageing assets are also difficult and 

costly to maintain due to reduced availability of spares, lack of manu facturer support and technical 

obsolescence.  

¶ Increasing unit rates and project cost estimates reflecting external, market -driven cost pressures  associated with 

strong global demand for the labour, materials and other inputs needed to deliver the energy transition. Our 

proposed unit rate rates reflect the actual costs of recently delivered, comparable projects, and market -tested 

contracts with our  service delivery partners. The recent decision to change service delivery partner from 1 

August 2025 was informed by market testing and has moderated the for ecast impact of labour and unit rate 

cost rises. However, these have still increased significantly compared to historical costs, consistent with the 

prevailing inflationary pressures in AusNetõs cost base and across the sector. 

¶ Our repex projects and programs have been developed using an economically justified, risk -based asset 

management approach  and are intended to broadly maintain current levels of network risk , as measured by our 

QVC VCR data.  This excludes the safety programs discussed in the safety section of this chapter, which are 

developed and assessed consistent with ôas far as practicalõ principles and approaches . 

We consulted on our risk -based asset replacement forecasting approach with the Coordination Group, and tested a 

range of ôcosted optionsõ with them in a deep dive session, including lower-cost options (resulting in lower -quality 

services for lower prices),  and a higher -cost options (improving services while increasing prices). The Coordination 

Group noted the technical nature of this expenditure category and expressed views on the assumption that 

AusNetõs risk-based assessment satisfies the AERõs requirements. 

6.7.2.1. We apply a robust, risk -based asset management framework to forecast 

our repex needs  

AusNet maintains a risk management system designed in accordance with AS ISO 31000 Risk Management ð 

Guidelines to ensure risks are effectively managed to provide greater certainty for the owners, employees, 

customers, suppliers, and the communities in whi ch we operate. Our repex forecast is aimed at broadly maintaining 

network risk  through prudent and efficient asset replacements .  

From a safety perspective, AusNetõs Asset Management Policy and risk management philosophy is to minimise safety 

risks as far as practicable consistent with the provisions of Section 98 of the Electricity Safety Act 1998  which requires it 

to òdesign, construct, operate, maintain and decommission its supply network to minimise as far as practicable: 

¶ The hazards and risks to the safety of any person arising from the supply network . 

¶ The hazards and risks of damage to the property of any person arising from the supply network . 

¶ The bushfire danger arising from the supply network.  

Our Asset Management Policy (see Figure 6-11) underpins our asset management strategies and plans, which are 

also informed by a regular assessment of the external business environment through five -yearly business and financial 

plans. In turn, these plans influence the asset management policy and the  development of longer -term asset 

management strategies.  
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Figure 6-11: AusNet Asset Management Policy  

 

Source: AusNet  

Plans contain strategic and tactical objectives, performance targets and an overview of major works programs. 

Following on from plans, a plant or asset strategy is created for major asset classes (e.g. transformers, poles, 

conductors). The framework is com pleted with monitoring and evaluation of performance to identify improvement 

opportunities throughout the entire asset management framework.  

AusNetõs asset management framework is shown in Figure 6-12, noting it applies to AusNetõs three regulated networks 

(electricity distribution, electricity transmission and gas distribution).  AusNetõs Asset Management System is substantially 

aligned to the requirements for ISO 55001, and AusNet is  committed to achieving full ISO55001 accreditation and 

certification by October 2025.   

Two key aspects of our Asset Management framework as it relates to forecasting repex are  our  Asset Management 

Strategy (AMS 20 -01), which  sets out our asset management objectives , and our r isk Assessment Methodology (AMS 

01-09) sets out our risk management framework and details the approach we take to assessing and quantifying 

network risk, which is critical to determining the economic timing of our forecast asset replacements.  

As discussed above in this chapter, to assess supply risk for our proposed repex projects and programs, we have 

applied residential VCRs based on AusNetõs QCV project in conjunction with AER VCRs for non-residential customers.  

In light of our ageing network and our objective of maintaining network risk, the application of the asset management 

approach detailed in this section requires an increase in replacement volumes for some asset classes in 2026 -31, 

compared to the current r egulatory period. Our proposed replacement volumes for key asset classes are discussed in 

section 6.7.4. 
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Figure 6-12:  AusNetõs asset management framework (red boxes highlight electricity distribution elements) 

 

Source: AusNet  

6.7.2.2. Our ageing asset base is increasing network risk and requiring higher 

replacement volumes  

Our asset replacement decisions are heavily informed by asset condition, rather than age. However, in some cases, 

asset age and condition are closely correlated. Accordingly, increasing asset age can indicate increasing network 

risk and, therefore, the nee d for increased replacement rates to maintain service levels.  

The figures below show the age profiles of our wood pole and bare conductor assets, which account for 

approximately one -quarter of our replacement forecast. Large shares of wood poles were installed over 50 years 

ago and, therefore, increased replacement levels will be required in the future ð including during the 2026 -31 

regulatory period - to maintain asset performance and networ k risk. In particular, 64% of wood poles have now 

passed the 41 -year mark (average end of life), with 38% that are already 10 ye ars past their end of their technical 

lives ð this represents 68,000 poles, compared with our proposal to replace 13,000 over the 2026 -31 period.  We are 

forecasting an increase of 10% in total pole replacement volumes; wood poles account for over  90% of the total 

forecast pole replacements.   

Figure 6-13: Age profiles for wood poles  

 

Source: AusNet   
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The effects of an ageing asset base on service levels are demonstrated by the chart below, which shows unplanned 

SAIFI due to asset failure over the last seven years. Although there is variation in performance between years, the 

trend indicates a gradual d ecline in performance on this metric as asset failure is becoming more common.  It is 

important to note that our asset management approach does not include running assets to failure.  

Nonetheless, i ncreased asset replacement volumes in 2026 -31 are necessary to address rising network risk, arrest 

declines in asset performance and deliver the level of reliability our customers have told us is a high priority. As our 

customers electrify their homes, bus inesses and transport, maintaining the reliability of the existing network through 

prudent asset replacement is becoming increasingly important. The AERõs December 2024 Value of Customer 

Reliability publication highlighted that reliability ha s become more important for residential customers over the last 

five years for a range of reasons 31. 

Figure 6-14: Unplanned SAIFI due to asset failure  

 
Source: AusNet  

6.7.2.3. Market -driven cost pressures are increasing our repex requirements  

Our increased repex needs are in part due to higher unit rates and project cost estimates, reflecting external, 

market -driven cost pressures. As shown in the figure below, the labour and materials used in Australia's energy 

transition are a small part of t he global build, giving us limited influence over prices for many key inputs. Strong global 

demand for these inputs is placing pressure on the labour and material costs we currently face; this pressure is 

expected to continue to build in the next regulator y period.   

Figure 6-15: Australia accounts for  a minor share of global power network kilometres  

 

In addition, public  infrastructure projects such as the Suburban Rail Loop means competition for the skilled 

tradespeople we need to build and maintain our network. While we have identified and are implementing several 

 

31 AER, Values of customer reliability - final report , December 2024  
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