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2.  Policies and procedures 
2.1 Regulatory accounting statements and non-financial information 

2.1.1 Regulatory Accounting Principles and Policies 

AusNet Electricity Services has previously provided the Regulatory Accounting Principles and 
Policies to the AER. There have been no changes in Accounting Policies during the Regulatory 
Year that had a material impact on the information presented. In accordance with Clause 4.2.3, 
the Principles and Policies are not required to be provided in the current submission. 

2.1.2 Changes to the capitalisation policy 

As AusNet Electricity Services has previously provided the Capitalisation Policy to the AER 
previously and there have been no material changes in the Regulatory Year. In accordance with 
Clause 4.2.3, the Principles and Policies are not required to be provided in the current submission. 

2.1.3 Cost Allocation Method 

AusNet Electricity Services’ policy for determining the allocation of capitalised overheads is 
consistent with the approach outlined in its approved AER approved Electricity Distribution Cost 
Allocation Method (CAM). 

Similarly, the allocation of operating overheads was addressed and approved in Clause 4.2.3 of 
the CAM (“Shared or Allocated Costs”).  

2.1.4 Identification and explanation of changes in the policy for allocating overheads 

AusNet Electricity Services confirms there were no changes to its policy for allocating overheads 
for the Regulatory Year. 
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3. Regulatory Adjustments 
 

For all regulatory adjustments as detailed in Clause 4.3.1, refer to <Attachment A – RY25 8.1 
Reconciliation Workbook – Confidential>. 
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4. Discretionary row descriptors  
 

AusNet Electricity Services confirms there were no changes to discretionary row descriptors in the 
AIO template in RY25. 
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5. Cost allocation to the distribution services and 
service segments 

NOTE: Service segment refers to standard control services and alternative control services 

5.1 Direct allocations ($’000) 

5.1.1. Operating and Maintenance expenditure direct attributable  

Distribution Revenue was extracted from billing systems and SAP General Ledger accounts which are 
directly attributable to the distribution services and the service segment. 

Jurisdictional scheme amounts are calculated from volume and unit price for each tariff (directly 
attributable to the distribution services and the service segment). 

Cross boundary revenue and expenditure is directly attributable to the distribution services and the 
service segment from SAP General Ledger accounts. 

Other TUOS Expenditure including avoided TUOS expenditures were sourced from SAP General Ledger 
accounts and directly attributable to the distribution services and the service segment. 

Maintenance expenditure was captured on work codes which are directly attributable to the 
distribution services and the service segments. 

Operating expenditure excluding maintenance expenditure are directly attributed to the distribution 
services and service segment included GSL payments and Network support charges sourced SAP 
General Ledger accounts. 

Profit and from sale of fixed assets was identified by asset class - which were directly attributable to 
the distribution services and service segments. 

Depreciation was directly attributable as it is sourced the Regulatory Asset Base template from the 
AIO. 

Recoverable works expenditure is directly attributable to specific project work. 

In respect of the AIO for this submission, the tables below summarise the amounts directly attributable 
to the distribution services and service segments in Template 8.1 of the Annual Regulatory Accounts 
for the regulatory year for: 

- SCS expenditure (Table 5.1.1) 

- ACS expenditure (Table 5.1.2) 

- SCS revenue (Table 5.1.3) 

- ACS Revenue (Table 5.1.4) 

Table 5.1.1 $000’s – SCS Expenditure 
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Table 5.1.2 $000’s – ACS Expenditure 

 

Table 5.1.3 $000’s – SCS Revenue 

 

Table 5.1.4 $000’s – ACS Revenue 
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5.2  Causal allocations 

5.2.1 Revenue and Expenditure  

Revenue  

All Revenue is allocated on a direct basis. There are no causal allocations. 

Operating and Maintenance expenditure 

AusNet Electricity Services employs an indirect cost allocation methodology to allocate costs that are 
not directly attributable. These ‘shared’ costs are initially pooled against cost centres or ‘overhead / 
administration’ project codes. Costs are then allocated between relevant categories of services (for 
regulatory reporting) based on causal cost drivers as follows: 

• Significant non-labour items, such as insurance premiums, stores costs and audit fees, and other 
significant non-project non-labour costs are allocated to service categories by the Finance team 
using appropriate causal cost drivers, such as asset values or inventory transactions; and 

• Non-project costed labour (i.e. labour costs not directly charged to projects) and other general 
administrative and overhead costs, are subject to allocation via a monthly, formal, business-wide, 
effort-based using the indirect cost allocation methodology process conducted for every AusNet 
Electricity Services responsibility centre. 

In respect of the current year’s Regulatory Accounts, the below table summarises the amounts 
allocated under each of the above points. The information is considered material in nature. 

Table 5.2.1 $000’s 

  
Aside from Metering, there is no Alternative Control Services Opex which is causally allocated. 

 

5.3 Non-causal allocations  
AusNet Electricity Services confirms it does not allocate any costs on a non-causal basis. 
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Key variances include: 

• Augmentation: $26.4M above allowance, mainly due to timing of key network upgrades and 
special works.  

• Replacement: $86.4M above allowance, reflecting catch-up on delays in major station 
rebuild and other replacement projects in previous years; overspend expected to persist.  

• Non-Network: $57.7M above allowance, driven by higher and timing of major digital 
initiatives, such as SAP Upgrades, Customer Service. 

• Capitalised Overheads: $8.6M above allowance, consistent with higher overall capex.  

• Distributed Energy Resources: $3.6M below allowance (timing-related).  

• Other: $10.4M above allowance, primarily safety and connections. 
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7 Compliance 
7.1 Classifications per 2022-2026 Distribution Determination requirements 

AusNet Electricity Services has complied with AusNet Electricity Services’ CAM to ensure distribution 
services have been classified as determined in the 2022-2026 Determination. 

Further, AusNet Electricity Services has ensured appropriate due diligence procedures are in place, 
and the Regulatory Accounting Statements are subject to external independent audit. 

7.2 Negative change events 

AusNet Electricity Services confirms there were no negative change events which occurred during the 
reporting period. 
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8 Demand management incentive allowance / 
scheme 

8.1 Demand Management Innovation Allowance Mechanism 

In accordance with Clause 4.10.2 of the AIO, AusNet is required to submit an annual report on 
expenditure attributed to Demand Management Innovation Allowance (DMIAM) for each regulatory 
year, where the capital expenditure must fulfil the DMIAM criteria. The expenditure for the period from 
1 July 2024 to 30 June 2025 is $2,087,937.  

Refer to 2024-25 DMIAM Annual Report 2025 for further information. 

8.2 Demand Management Incentive Scheme  

In accordance with Clause 4.9.2 of the AIO, AusNet is required to submit a Compliance Report on the 
Demand Management Incentive Scheme (DMIS), to the AER no later than 4 months after the end of 
each regulatory year.  

Each Compliance Report must include two parts - Part A and Part B. Part A includes information on 
committed projects and Part B contains information on projects that the distributor has identified as 
eligible projects. 

Refer to 2024-25 DMIS Part A & B Annual Report 2025 for further information. 
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9 Tax Standard Asset Lives 
 

From 1 July 2021, the standard tax lives contained in the AER Final decision PTRM for AusNet Electricity 
Services Ltd (2022-26) were adopted which are broadly consistent with the values prescribed by the 
Commissioner for taxation in the Australian Tax Office ruling 2020/3 and the Income Tax Assessment 
Act 1997 (ITAA). 
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11 Related Party Information 
 

All related party transactions reported were obtained from SAP enterprise system.  

Although there are related party transactions, there are no specific contracts in place between 
AusNet Electricity Services and its related parties as related party transactions are recorded via 
intercompany financial entries in the SAP system.  

Hence, AusNet Electricity Services can obtain all relevant information to be able to meet its reporting 
obligations under the AIO. 
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12 Vegetation Management 
 

 

Given Victoria’s strong regulatory environment in electricity, Ausnet adheres to several regulations 
enforced by Energy Safe Victoria (ESV) for Vegetation Management. These include: 

• Electricity Safety Act 1998: The overarching legislation that takes precedence above all 
subordinate electricity safety regulations. 

• Electricity Safety (Electric Line Clearance) Regulations 2020: Specific to vegetation 
management most relevant for RY25. 

• Electricity Safety (Electric Line Clearance) Interim Regulations: New regulation that supersedes 
Electric Safety (Electric Line Clearance) Regulations 2020 as of late June. 

Given the comprehensive nature of the Victorian regulations, Ausnet largely are guided by these 
guidelines to form the vegetation management program. Thus, resulting in limited self-imposed 
standards, having said this, Ausnet do conduct a vegetation slashing/mulching and herbicide 
program. This is to significantly reduce fuel load on electricity easements which make the easements 
easier to traverse, and to inspect due to lack of visual obstructions. I.e. if a fire is to come through an 
easement, this will significantly protect the infrastructure as there is far less fuel to burn, therefore less 
heat to damage electrical assets. Out of the total vegetation management costs detailed in template 
2.7,  is in relation to slashing and herbicide. 
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13 Reconciliation of Expenditure 
 

Non-network expenditure as reported in template 2.6 of the submission workbook has not been 
reported against more than one operating expenditure category.  
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14 Benchmarking Asset Base 
AusNet Electricity Services has not opted for the Optional additional approach set out in Appendix A 
Data workbook instructions, Section 8.15 Optional additional approach.  

Hence there are no further reporting requirements as per 4.19 of the AIO. 
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15 Taxable Income Adjustments 
The requirements of section 4.20 Taxable income adjustments of the AIO have been covered in the 
Basis of Preparation for template 8.7 Profitability – Tax Data, noting: 

• There were no material permanent differences due to disallowed interest expense reported in 
template 8.7. 

• There were no material permanent differences due to adjustments in prior year returns. 

• There were no carried forward tax losses or tax losses utilised for AusNet Distribution during the 
Regulatory Year 

Please refer to Basis of Preparation document included within the Annual Information Order submission 
for further details. 
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16 Interest Expense 
The requirements of section 4.18 Interest Expense of the AIO have been covered in the Basis of 
Preparation for template 8.7 Profitability – Tax Data.  

Please refer to Basis of Preparation document included within the Annual Information Order 
submission. 

 






















