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11 May 2023 

 
Clare Savage 
Chair 
Australian Energy Regulator 
By email: AERresets2024-29@aer.gov.au  
 
Dear Clare 
 
Response to AER Issues Paper on Ausgrid’s 2024-29 regulatory Proposal 
 
The Reset Customer Panel (RCP) is pleased to provide this submission in response to the 
Issues Paper on Ausgrid’s 2024-29  Regulatory Proposal published by the AER on 28 March 
2024 (the Issues Paper). This submission has been drafted to supplement the RCP’s 2 
previous reports1 and the observations we made at the AER’s Public Forum on 5 April 2023.  
 
As we noted in the Second RCP Report we are currently observing and supporting Ausgrid’s 
extensive local and whole of customer engagement to develop its resilience expenditure for 
2024-29. We will provide detailed observations on this engagement and on Ausgrid’s 
resilience expenditure business case in the RCP’s next Report in mid-July 2023.  
 
We believe the Issues Paper is fair. The AER’s positive acknowledgements about Ausgrid’s 
culture change, its focus on deep and meaningful customer engagement and significant 
improvement in its expenditure governance and efficiency, are well deserved. In this 
submission we wish to comment on selected questions raised by the AER where we believe 
that the RCP may be able to assist the AER. We are also attaching 2 reports written by 
others as a convenient way for those reports to be conveyed to the AER. The first report is 
from Ausgrid’s Voice of Customer 2023 panel (VoC Report 2023). The second is a report 
from the independent members of Ausgrid’s Network Innovation Advisory Committee 
(NIAC).   
 

1. Retesting customer sentiment – Questions 1, 3, 5 and 7 
 
As detailed in our two previous Reports, Ausgrid has been committed to a comprehensive 
engagement program with its customers to shape its  2024-29 regulatory proposal 
(Proposal). The RCP has been impressed by Ausgrid’s willingness to continue seeking the 
views of its customers on its Proposal as the external environment in which the proposal is 
being developed, changes. As the AER acknowledges in the Issues Paper “Ausgrid has 
demonstrated a turning point in its efforts to meaningfully engage and involve customers in 
its decision-making process2.” The RCP believes that Ausgrid has a solid foundation of 
customer insight to build on as it keeps listening to its customers during 2023.  
 
The first example of this commitment to additional testing of customer sentiment is 
available in the attached VoC 2023 Report. The conclusions in this report were drawn from 

 
1 See First RCP Report dated 29 August 2022 and Second RCP Report dated 27 January 2023 
2 AER Issues paper at p.6 

https://cdn.ausgrid.com.au/-/media/Documents/Regulation/Reg-Sub/2022/Reset-Customer-Panel-Report-2022.pdf?rev=39cf3a0fe24e446a957d7d89d584e9bc&hash=B38FB6A583BD54A3B30AD5070B23DA76
https://www.aer.gov.au/system/files/Ausgrid%20-%20Reset%20Customer%20Panel%20-%20Att.%203.5%20-%20Independent%20report%20on%20Ausgrid%27s%202024-29%20revenue%20proposal%20-%2031%20Jan%202023%20-%20Public.pdf
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participants involved in two recent forums scheduled as part of Ausgrid’s ongoing program 
of customer engagement. The first session for residential and small business customers 
from the Hunter and Central Coast regions was held in Newcastle on 1 April 2023. The 
second session covering residential and small business customers from the Greater Sydney 
region was held in Sydney on 29 April 2023. We will provide a further update on any 
additional customer feedback following further VoC sentiment testing in June and October 
this year.  
 
The RCP has been involved in helping shape the VoC forums. We can verify that Ausgrid has 
provided VoC participants with every opportunity to further comment on its Proposal in a 
manner that is consistent with the AER’s questions 1, 3, 5 and 7 in the Issues Paper and with 
the AER’s expectation for genuine engagement in the Better Resets Handbook. During the 
two VoC forums in  April, participants were provided with a summary of what customers 
had expressed previously in relation to Innovation, CER, Customer Service, CSIS and overall 
bill impact. They were then advised of the AER’s interest in seeking additional customer 
feedback and invited to comment on whether these key themes continued to resonate with 
them, whether anything was missing and whether Ausgrid’s Proposal addressed their 
preferences.  
 
The RCP believes the attached VoC 2023 Report indicates that, with the exception of CSIS 
which we discuss in section 2 below, Ausgrid’s Proposal continues to accurately reflect the 
expectations of its customers and can be taken by the AER as satisfying the questions it has 
posed in relation to customer sentiment.  
 
We note from the attached VoC 2023 Report the continuing and ongoing support by 
Ausgrid’s customers for the overall Proposal and for Innovation and CER in particular.  
 

Location Innovation CER Customer 
Service 

Overall Proposal 

Hunter and 
Central Coast 

84% 76% 80% 80% 

Great Sydney 
region 

83% 85% 75% 83% 

 
2. Customers attitude to CSIS 

 
As the AER notes on p.26.”To apply the CSIS, Ausgrid must demonstrate to us that its 
customer engagement has been genuine and that its customers support the proposed 
customer service parameters and incentives.” 
 
As can be seen in the attached VoC 2023 Report and in the table below, Ausgrid has 
received mixed feedback from its customers about the current CSIS.  
 

Location CSIS 

Hunter and Central Coast 76% 

Great Sydney region 42% 
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Details from the RCP observer notes from the Greater Sydney VoC CSIS discussion include: 
  

• Participants suggested an incentive payment for a 50% satisfaction rate with website 
experience is inadequate and that the threshold for reward should be much higher 
with several suggesting significantly higher.  

• Participants suggested linear reward incentives may be inappropriate, i.e. 50% of 
reward for 50% performance/60% reward for 60% performance. Participants 
proposed that the achievement reward relationship should have an exponential 
slope i.e. the marginal reward to improvements over the base line should increase as 
the level of achievement increases. For example the reward for going from 60% to 
70% score should be greater than the reward for going from 50% to 60%.  

• Questions as to how much of Ausgrid’s existing work and regulatory requirements 
already overlap with the proposed CSIS metrics. 

o Concern that ‘Ausgrid is double-dipping’ given consumers are paying capex 
and opex for improvements to customer service (e.g. ICT to improve 
timeliness and accuracy of information to customers) and then stand to face 
higher bills if Ausgrid receives CSIS rewards. 

o Perception of paying twice was highlighted by comments that a large 
component of the proposed customer service capex/opex was focussed on 
C&I customers; residential customers do not want to cross subsidise C&I 
(though one respondent highlighted that C&I cross-subsidise residential in 
other ways).   

o Suggestion that improvements should be intrinsically driven (i.e. via 
regulation/standards) rather than reliance on financial incentives which 
participants viewed as inappropriate.    

• Participants wanted to see performance trend on proposed CSIS measures. 
o Question to what extent have these indicators been impacted by COVID and 

how much of the proposed CSIS is just about getting back to baseline? 
• Suggestion that incentives for these measures were inappropriate i.e. ‘You don't 

need the incentives to do it, it’s your job, you should be doing these things 
regardless’. 

• Track proposed metrics, integrate them within customer service program, but have 
them detached from financial incentives. 

• Feedback that the 0.5% revenue component of CSIS is too large. Suggestion to lower 
revenue component from 0.5% and have it set at a lower proportion instead i.e. 
0.1% or 0.2% of revenue at risk. 

• Concern that customer service metrics are overly focused on ‘high value customers’ 
(i.e. businesses and developers) and less so on the majority of customers (i.e. 
residential).  

o Feedback that residential customers are satisfied with level of customer 
service from Ausgrid ‘it is already good’. 

 
We were not surprised at the variation in sentiment from Sydney customers compared to 
customers living in the Central Coast and Hunter regions as our extensive customer 
engagement over the past 18 months has displayed a range of responses influenced by 
location, lived experience and local resources. It seems reasonable to us to assume in part 
that support for a CSIS might be less in areas where reliability of supply is higher. That said, 
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Ausgrid has the ability to respond to some of the concerns expressed about the proposed 
scheme design and we have encouraged amendments to be considered, particularly where 
they can strengthen customer confidence about improved performance.  
 
We also note that some of the issues raised by these customers (e.g. potential overlap with 
the proposed customer service investment and trend on performance of the indicators) 
were explored in prior discussions between Ausgrid and the RCP, while some feedback 
raises new issues for consideration by Ausgrid. This valuable feedback from customers is 
very helpful as Ausgrid seeks to shape a CSIS that can be supported by its residential and 
small business customers. 
 

3. NIAC report - Questions 10, 15, 18 and 19 
 
We attach a report from the independent members of NIAC in response to these questions.  
 

4. CESS exclusion in 2019-24 - Question 18 
 
In the Issues Paper in question 18 the AER asks: “Do you consider Ausgrid should be able to 
exclude certain innovation projects/programs from the 2019–24 CESS calculation?” Three 
RCP members were among the group of customer advocates who agreed with Ausgrid in 
2018 that they believed it was in customers’ interests for Ausgrid’s proposed innovation, 
Advanced Distribution Management System (ADMS) and cybersecurity 2019-2024 capex 
programs to be excluded from CESS. This section sets out the background to their 2018 
decision. 
 
Innovation 
 
The background to the establishment of Ausgrid’s network innovation program (NIP) and 
the formation of NIAC was set out in detail in the NIAC advice to Ausgrid submitted to the 
AER as attachment 5.8.h to Ausgrid’s January Proposal3. We note that NIAC has worked 
effectively in providing oversight and governance to ensure the prudency of the spending of 
the NIP; that customer outcomes are delivered and learnings widely shared. The CESS is 
designed to be symmetrical in the sense that networks have to pay 30% of any overspend, 
whilst keeping 30% of any underspend. However in all discussions around the formation of 
the NIP, an overspend was never considered a risk, due to the oversight of NIAC. RCP agrees 
with the original decision and with NIAC that Ausgrid should not benefit from any 
underspend of the NIP in 2019-24.  
 
ADMS and cybersecurity ICT 
 
There were different reasons to support the decision in 2018 to exclude the non-recurring 
ADMS and cybersecurity ICT programs from CESS. The background to that decision follows: 
 

• In 2018 there was a universal lack of confidence in Ausgrid’s capital governance 
framework and forecasting. The AER’s Draft Decision in November 2018 on Ausgrid’s 

 
3 See Attachment 5.8.h NIAC Feedback on innovation program dated 25 January 2023 

https://www.aer.gov.au/system/files/Ausgrid%20-%20NIAC%20-%20Att.%205.8.h%20-%20Feedback%20on%20innovation%20program%20-%2031%20Jan%202023%20-%20Public.pdf
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2019-24 capital expenditure Proposal4 and the report from the AER’s independent 
consultant EMCa,  were very critical of Ausgrid’s capital governance framework and 
ability to forecast and model its capex programs. Several submissions to the AER in 
response to Ausgrid’s initial Proposal, also highlighted that customer advocates had little 
confidence in the rigor of Ausgrid’s forecasts. For example the AER concluded:  

 
o “As part of our assessment, we engaged EMCa to undertake a detailed review of 

Ausgrid's total capex proposal. Overall, we agree with EMCa's conclusion that 
Ausgrid's governance and management processes detract from its capacity to 
make prudent and efficient expenditure decisions.” 

o “Based on its review of Ausgrid's governance and risk management documents 
and processes, EMCa concluded that a "forecast produced through Ausgrid's 
governance process is not a reasonable forecast of prudent and efficient 
requirements." 

o “We also found that based on the information before us, Ausgrid was not able to 
substantiate the prudency and efficiency of its forecast for several programs and 
projects and at the total capex level.” 

o “Overall, we observed that the lack of necessary supporting material was a 
distinct characteristic throughout Ausgrid's capex proposal. We also note the 
delays in receiving responses to information requests throughout the review 
process5.” 
 

• There were additional concerns with Ausgrid’s inability to demonstrate sufficient cost 
benefit modelling for the ADMS program specifically. For example: 
 

o “While we consider that there may be a need for this program, Ausgrid did not 
provide sufficient information to justify that its chosen option would form part of 
a total capex forecast that reasonably reflects the capex criteria. Given the 
absence of a base-case option considered in the analysis provided to us, we have 
made no allowance for this program in our substitute estimate6.” 

o “After reviewing the information provided, we consider that Ausgrid has 
identified a need, but we have concerns with the economic justification provided 
in support of this investment. ECA's submission considered that the justification 
for this project was "an unsatisfactory qualitative assessment of three options. 
This is indicative of the concerns that EMCa raised throughout its detailed review 
of Ausgrid's governance framework, risk management processes and expenditure 
forecasting methodologies, which are discussed in detail in sections 5.4 and B.17.” 

o “Based on the information provided, Ausgrid has failed to demonstrate that the 
forecast capex for the ADMS project would form part of a capex proposal that 
reasonably reflects the prudent and efficient costs of achieving the capex 
objectives8.” 

 

 
4 Draft Decision Ausgrid Distribution determination 2019-24 Attachment 5 – Capital expenditure Nov 2018  
5 Draft Decision at p. 5-16 
6 Draft Decision at p.5-22 
7 Draft decision at pp. 5-111-112 
8 Draft decision at pp. 5-113 

https://www.aer.gov.au/system/files/AER%20-%20Ausgrid%202019-24%20-%20Draft%20decision%20-%20Attachment%205%20-%20Capital%20expenditure%20-%20November%202018_0.pdf
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• In 2018, the Federal Government was discussing with distributors the introduction of 
changes to the cybersecurity laws during 2018 under the new SOCI legislation to 
require servers to be located in Australia. Most of these discussions were 
confidential and not fully visible to customer advocates. This led to Ausgrid seeking a 
late increase to the ADMS program in order to comply with this new regulatory 
obligation. In its submission on Ausgrid’s Revised Revenue Proposal for 2019-24 
CCP10 noted: 
 

“Ausgrid has explained that the $19M increase to the cost of the work was due to 
a change in the approach to cybersecurity by national security authorities that 
was not made evident until well into 2018. CCP10 was initially not supportive of 
the cost increase, viewing the change as a credible contingency that should have 
been considered by Ausgrid during their assessment of offers and cost-benefit 
analysis. Subsequently, Ausgrid has provided additional information that tends to 
indicate that the change in requirements was not able to be reasonably 
foreseen9.” 

 

• The combination of the AER’s very critical Draft Decision, general lack of confidence 
in Ausgrid’s cost benefit modelling and the changing cyber security regulatory 
landscape meant that customer advocates believed that there was a very significant 
risk the ADMS and cybersecurity ICT forecast programs were inflated, as they were 
very difficult to assess. Advocates were very concerned that Ausgrid should not 
benefit from an underspend on the ADMS and cyber programs when there was such 
uncertainty about the prudent level of those programs. Also given the poor capital 
governance, there were concerns about consumers having to pay 70% of cost 
overruns.  

 

• The solution agreed between Ausgrid and customer advocates to overcome these 
concerns, in the very short time remaining10 between the Draft decision (1 
November 2018) and the submission of the Revised Revenue Proposal (16 January 
2019) was for the programs to be excluded from CESS and for a new oversight 
committee to be known as the Technology Review Committee (TRC) to be 
established to ensure that the expenditure in the ADMS stages 1 and 2 and cyber 
programs delivered the outcomes promised by Ausgrid.  
 
CCP10 described its reasoning for agreeing to the exclusion of these programs from 
the CESS in these terms: 
 

“CCP10 recognises the value and importance of the regulatory incentive 
schemes and as noted in section 1 believes that the AER should review the 
design of its incentive schemes to ensure they are world’s best practice. In this 
particular case however, consumer groups expressed concern that the Ausgrid 
proposals for these categories may be somewhat speculative, and meaningful 

 
9 CCP10 Response to Ausgrid’s Final Regulatory Proposal 2019-24 at p. 39 
10 The AER had agreed to Ausgrid’s request to extend the due date for Ausgrid’s 2019-24 regulatory proposal, 
which then shortened the timeframe for the AER’s assessment during 2018 

https://www.aer.gov.au/system/files/CCP10%20-%20Submission%20of%20Ausgrid%202019-24%20draft%20decision%20and%20revised%20proposal%20-%20January%202019.pdf
https://www.aer.gov.au/system/files/AER%20-%20Letter%20to%20Ausgrid%20-%20Revised%20submission%20date%20for%202019-24%20regulatory%20proposal%20-%2015%20December%202017.PDF
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and valuable investment may not take place. In that case, Ausgrid would 
benefit in their under-expenditure.  
 
Ausgrid has made a compelling case to the customer groups that this 
expenditure is necessary and efficient – a case that has largely been accepted 
by consumers. Therefore, the issue then becomes the timely, prudent and 
appropriate investment in these areas. Ausgrid has proposed to put oversight 
of this expenditure in the hands of new consumer based panels: the NIAC and 
the Technology Review Committee11.” 

 
In the Final decision the AER accepted Ausgrid’s capex forecast as a whole. The AER made 
some observations about the credibility of the ADMS forecast and noted the proposal for 
the capex to be excluded from CESS under the oversight of the new Committee:  
  

“Overall, we consider the benefit assumptions and benefit estimates are within a 
reasonable range, or represent the best estimates under the current circumstance. 
We anticipate Ausgrid will document closely the benefits of this investment and 
incorporate them in future regulatory proposals. Having the project overseen by the 
NIAC provides a valuable opportunity for this to occur12.  
 

The AER was not persuaded by the prudency of Ausgrid’s cyber program, instead accepting 
it within the total capex forecast. On the exclusion of cyber from CESS the AER noted:  
 

“Ausgrid has proposed this investment be overseen by its Technology Review 
Committee. Under this proposal, this investment will be excluded from its allowance 
for the purposes of the CESS for the 2019–24. The submissions we have received, 
generally supported Ausgrid's proposed investment on the basis that it will be subject 
to review by the Technology Review Committee.  
 
We have reviewed the information provided by Ausgrid in support of this additional 
cyber security expenditure. Ausgrid has not demonstrated its additional cyber 
security capex program against the capex criteria. However this does not change our 
position on Ausgrid’s capex forecast overall as we do not consider this program has a 
material effect on the overall capex forecast13.” 

 
Both NIAC and the TRC were established in 2019 and 3 RCP members were members of the 
TRC. The TRC provided important oversight of the cyber program and input to Ausgrid as it 
worked to create an improved capital governance frameworks and cost benefit modelling. 
After the TRC was wound up, in March 2020 the RCP asked for a post implementation 
review of stages 1 and 2 of the ADMS program, given the very significant overspend. RCP 
understands that the capex allowance for ADMS was $71.9m and the actual capex incurred 
in 2019-24 was $130.2m.  
 

 
11 CCP 10 submission at p. 44 
12 AER – Final Decision – Ausgrid distribution determination 2019-24 – Attachment 5 at p. 5.50. The agreement 
reached was for the TRC to oversee stages 1 and 2 of the ADMS and for NIAC to provide oversight of stage 3   
13 AER Final decision at p.5-54 

https://www.aer.gov.au/system/files/AER%20-%20Final%20decision%20-%20Ausgrid%20distribution%20determination%202019-24%20-%20Attachment%205%20-%20Capital%20expenditure%20-%20April%202019.pdf
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Our concern about ongoing issues with ICT forecasting was discussed in detail in our First 
and Second RCP Reports and led to our agreement with Ausgrid for the new ICT governance 
principles14. Informed by the consequences of the unpredicted ADMS overspend and its 
exclusion from CESS, RCP believes that the revised approach agreed with Ausgrid in the ICT 
governance principles for 2024-29 will lead to better outcomes for customers. As we 
discussed in the productivity chapter of the Second RCP Report, the exclusion of the ADMS 
from CESS,  while well-meaning and intended to avoid an underspend, was a blunt way to 
respond to forecasting risk: 
 

 “We discussed different methods of addressing forecasting risk for major ICT and 
cyber programs e.g. through level of contingency and how contingency risk is shared 
to bring this expenditure back into CESS to better manage the forecasting risk. 
Ultimately the Panel proposed and Ausgrid agreed to the ICT governance principles 
as the best way to increase customer confidence in Ausgrid’s capacity to forecast and 
deliver major ICT programs15.” 

 
In conclusion RCP supports the exclusion of the ADMS, cyber and innovation programs from 
CESS in 2019-24 as this reflects the agreement reached between customer advocates and 
Ausgrid based on circumstances in late 2018. We note that this decision was part of a wider 
agreement reached between Ausgrid and customer advocates, which involved securing 
multiple commitments from Ausgrid16 given to secure support for its 2019-24 Revised 
Revenue proposal as a whole.  
 

5. Exclusions of Innovation and Resilience from EBSS and CESS in 2024-29 - Questions 
15 and 19 

 
In the Issues Paper in questions 15 and 19 the AER asks: “If we apply the EBSS to Ausgrid in 
the 2024–29 period, are there any cost categories that we should exclude from the scheme, 
such as innovation expenditure and community resilience expenditure as proposed by 
Ausgrid?” and “If we apply the CESS to Ausgrid in the 2024–29 period, do you agree with 
Ausgrid’s proposed exclusions for innovation expenditure and resilience expenditure from 
the CESS?” 
 
As we noted in both the First and Second RCP Reports, the RCP  believes that Ausgrid has 
made significant improvements in its overall capex governance and forecasting and these 
concerns are no longer a feature of Ausgrid’s Proposal for 2024-29. However, innovation 
and resilience are 2 emerging areas of expenditure that have features that do not lend 
themselves neatly to the regulatory framework, particularly CESS and EBSS. This is 
particularly due to the lack of clarity in the scope of works required to achieve customer 
outcomes. The usual tools available to the AER to test prudency and efficiency do not yet 
lend themselves to an analysis of the effectiveness of the innovation program, where some 
trials need to be allowed to ‘fail’. This is similar to the issues around applying the climate 
modelling to assessing resilience expenditures. Yes the modelling is forecasting increasing 

 
14 See Second RCP Report at p.21 and pp. 56-57 
15 See Second RCP Report at p.134 
16 The full list of Ausgrid’s commitments are set out in CCP10’s Response to the Final Regulatory Proposal at 
p.28 and in the First RCP Report at pp.67-68 and are discussed in the Second RCP Report at p.27  
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severe weather events, but it is very uncertain about the timing and exact location of those 
events. Economic analysis to assess prudency and efficiency is more difficult with this 
uncertainty and the absence of a WALDO measure.   
 
We do not believe that customers would be expecting Ausgrid to benefit from an 
underspend in either the innovation or the resilience capex and opex programs. By contrast 
these 2 areas of investment have attracted very detailed focus from customers, the highest 
degrees of support and a strongly expressed desire for Ausgrid to be able to achieve 
significant outcomes from this expenditure.  
 
We do not see any risk of overspend of either of these programs, given the governance 
oversight of NIAC. Again we believe that any concern from customers is that Ausgrid may 
underspend these programs. For that reason we believe that for the 2024-29 regulatory 
period it is appropriate to exclude both the innovation and resilience programs from CESS 
and EBSS. However, we recognise that there are views about this potentially leading to 
perverse incentives or that there may be ways that NIAC’s oversight of these programs 
might be strengthened. The independent NIAC members have offered to meet with the AER 
to discuss their approach to governance and oversight of the expenditure. RCP looks 
forward to meeting with the AER and Ausgrid to explore the most appropriate way to secure 
customer benefits from these 2 programs and manage the risk of an underspend. 
 

6. Metering services - Questions 29, 30 and 31 
 
In the Second RCP Report we spoke of the need for the roll out of smart meters to be 
expedited, given that future customer benefits are and will increasingly rely upon advanced 
metering technology. That said, we did not form a view on the most appropriate method of 
recovering legacy type 5 and 6 metering costs. While we acknowledge the AER’s preference 
for moving legacy meter charges into standard control services to enable costs to be spread 
across Ausgrid’s entire customer base, we feel that offering an opinion in the absence of 
deeper consideration would be premature. Our commentary in our various reports has been 
characterised by significant customer interaction, which we have not been able to do in this 
case. We had a preliminary discussion on this topic with Ausgrid and AER staff on 5 May 
2023. We look forward to engaging further on this issue with Ausgrid and the AER and 
reviewing the AEMC’s final decision in the metering review, which is also material to this 
discussion.   
 
Yours sincerely 

 

Tony Robinson 

Chair, Ausgrid Reset Customer Panel 

Attachments: VoC 2023 Report and NIAC submission to the AER 
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Report from the independent members of the NIAC on the AER Issues Paper 

covering Ausgrid’s 2024-2029 Regulatory Proposal 

1. Purpose of this report 

This report is provided to the Reset Customer Panel (RCP) by the independent customer and 

technical members of the Network Innovation Advisory Committee (NIAC) to be included as an 

attachment to the RCP’s submission to the AER Issues Paper covering Ausgrid’s 2024-29 Regulatory 

Proposal (the Proposal). In this report we address specific issues raised in the AER Issues Paper 

related to Ausgrid’s approach to innovation: 

1. consideration of 2 opex step changes relevant to innovation (AER Question 10); 

2. the treatment of innovation expenditure under the Capital Expenditure Sharing Scheme 

(CESS) in 2019-24 (CESS, question 18); and 

3. the treatment of innovation and resilience expenditure under the Efficiency Benefit Sharing 

Scheme (EBSS) and CESS in 2024-29 (EBSS, AER Question 15 and CESS, AER question 19). 

We are happy to meet with AER staff to discuss matters raised in our January report or in this 

submission. 

 

2. Issues Raised 

 

1. Consideration of the proposed capex and opex allocated to innovation in 2024-29 

On 25 January 2023 the independent members of NIAC provided a report to Ausgrid, which Ausgrid 

shared with the AER as an attachment to its 2024-29 Regulatory Proposal1. Our January report 

detailed in-principle support for the proposed capex ($49.5m) and opex ($5m) expenditure to 

support Ausgrid’s 2024-29 Network Innovation Program (NIP). The  authors2 continue to support the 

proposed 2024-29 innovation capex and opex expenditure as a proportionate response to the stated 

customer preferences as outlined by Ausgrid in its Proposal and confirmed by the RCP in its Reports. 

Question 10 in the AER Issues paper asks: “Do you consider Ausgrid’s proposed step changes are 

required to produce an opex forecast that reasonably reflects the efficient costs of a prudent 

operator?”  We wish to comment on 2 of the 7 step changes that Ausgrid has proposed namely the 

$24.9m smart meter data purchase step change and the $5m capex to opex NIP step change.  

$24.9m smart meter data purchase step change 

To support better integration of Consumer Energy Resources (CER), such as rooftop solar PV, 

batteries and electric vehicles, Ausgrid will require data, which can most efficiently be provided via 

the increasing deployment of smart meters (rather than duplicating investment with network-owned 

monitoring devices).  We strongly endorse Ausgrid’s approach of securing data from existing current 

sources.  The authors believe that customers should have local, near real-time access to their smart 

meter data and this data should be readily available to distributors without the need for Ausgrid to 

pay meter providers for access to that data. However, given the current Power of Choice regulatory 

arrangements and pending any regulatory changes recommended by  the AEMC as part of its 

 
1 https://www.aer.gov.au/system/files/Ausgrid%20-%20NIAC%20-%20Att.%205.8.h%20-
%20Feedback%20on%20innovation%20program%20-%2031%20Jan%202023%20-%20Public.pdf 
2 Details about the history of independent and technical membership of NIAC and the authors were set out in 
the January Report at pp 2-3 

https://www.aer.gov.au/system/files/Ausgrid%20-%20NIAC%20-%20Att.%205.8.h%20-%20Feedback%20on%20innovation%20program%20-%2031%20Jan%202023%20-%20Public.pdf
https://www.aer.gov.au/system/files/Ausgrid%20-%20NIAC%20-%20Att.%205.8.h%20-%20Feedback%20on%20innovation%20program%20-%2031%20Jan%202023%20-%20Public.pdf
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metering review3, we acknowledge that Ausgrid will need to purchase smart meter data under 

commercial arrangements with metering providers and/or retailers and do so at sufficient scale and 

coverage to provide the insights needed to effectively manage constraints and support increased CER 

capacity. 

In 2020 NIAC approved innovation capex funding for a smart meter data trial. The initial trial involved 

Ausgrid purchasing smart meter data from a contestable metering co-ordinator for 20,000 of 

Ausgrid’s customers. The chief benefit of that trial has been the implementation of  ongoing smart 

meter data analysis which has assisted with the detection of neutral integrity issues. In the last 14 

months Ausgrid’s monitoring of that data for neutral integrity for those 20,000 customers has 

resulted in the detection and repair of multiple neutral integrity issues. A proof of concept ‘meter 

ping’ service to enable Ausgrid to obtain near real-time meter data has also been developed. 

In April 2023 NIAC approved new funding for an extension of the smart meter data trial to the 

acquisition of smart meter data for 250,000 customers. The extended trial will enable Ausgrid to trial 

the use of the smart meter data for other applications as well as ensuring that it has the technology 

platforms ready for the 2024-29 period to support BAU applications for the smart meter data in 

wider network planning functions, including the efficient integration of CER and monitoring of the 

low voltage network. 

We understand that the $24.9 million opex step-change proposal is to cover the costs of purchasing 

smart meter data for approximately 50% of Ausgrid’s 1.8 million customers, to better support CER 

integration, a key priority for Ausgrid customers. We support the smart meter data opex step change 

in principle because it aligns with customers’ clear priorities and is essential for the delivery of future 

innovative services to customers as well as the efficient integration of CER. We leave it to the AER to 

decide if $24.9m is an efficient cost for the commercial arrangements needed for Ausgrid to 

purchase the smart meter data.  

$5m capex to opex NIP step change 

As we noted in our January report, Ausgrid has proposed a further $5 million opex step-change. This 

$5m opex is replacement of NIP capex to enable research and development through collaborative 

research partnerships.  This collaborative approach to innovation is one that the NIAC have been 

strongly encouraging Ausgrid to adopt to better facilitate knowledge sharing and exploring new 

innovative approaches with new partners and researchers. NIAC’s same rigorous approach to capex 

governance, discussed in detail in our January report, will be applied to the $5m NIP opex step 

change ensuring that it will be closely monitored for prudency and customer benefit. We strongly 

support this step change. 

2. The treatment of innovation expenditure under CESS In 2019-24 

Question 18 in the AER Issues paper asks: “Do you consider Ausgrid should be able to exclude certain 

innovation projects/programs from the 2019–24 CESS calculation?”  When NIAC was established in 

July 2019, the independent and technical members of NIAC were aware that Ausgrid had agreed with 

customer advocates that the AER approved innovation capex ($42m) would be excluded from the 

application of CESS in 2019-24. The independent members understood one of our critical roles was 

to establish strong governance and accountability around funding decisions and the way in which the 

results of all trials were shared with the industry. In our January report we set out in detail the steps 

 
3 AEMC Review of the regulatory framework for metering services  
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we have taken to encourage Ausgrid to build increasingly robust governance, cost benefit modelling 

and reporting of customer benefit4.  

One of the other important roles we fulfil on NIAC is to ensure that customers are driving the 

direction of innovation in Ausgrid. We provide feedback and drive an important discipline for Ausgrid 

on evolving priorities, including analysis and certainty around changes to priorities within the NIP. 

This agility and flexibility is needed given the speed of technological change across the industry and 

the NIAC provides important discipline around these decisions. 

Whilst we inherited the agreement made between Ausgrid and customer advocates to exclude the 

2019-24 innovation program from CESS (because of NIAC’s governance and oversight of the NIP), we 

also support this original decision. The CESS and EBSS schemes have been designed to be 

symmetrical, in the sense that networks have to pay 30% of any overspend but can keep 30% of any 

underspend. Since NIAC’s inception in 2019, none of the discussions around NIAC expenditure have 

ever raised the possibility of overspending of the total allowed NIP.  Whilst an overspend is 

theoretically possible, under the governance arrangements we are very unlikely to approve any 

expenditure above the approved allowance.  

As we emphasised in our January report, the main risk we see and the focus of all discussions in NIAC 

to date has been around the risk of an underspend.  We do not believe that it would be in customer’s 

interests for Ausgrid to receive a CESS reward for any underspend of innovation funding in 2019-24, 

given that the authors have been encouraging Ausgrid to significantly lift its internal innovation 

capability to deliver greater outcomes to customers from increased investment in innovation. 

3. The treatment of innovation and resilience expenditure under CESS and EBSS in 2024-29 

Question 15 in the AER Issues Paper asks: “If we apply the EBSS to Ausgrid in the 2024–29 period, are 

there any cost categories that we should exclude from the scheme, such as innovation expenditure 

and community resilience expenditure as proposed by Ausgrid?” and question 19 asks: “If we apply 

the CESS to Ausgrid in the 2024–29 period, do you agree with Ausgrid’s proposed exclusions for 

innovation expenditure and resilience expenditure from the CESS?” 

In our January report we supported the exclusion of the 2024-29 NIP from CESS and EBSS. We made 

the following comments at p.16:  

“Ausgrid has accepted the recommendation to partition the NIP from the efficiency schemes. 

We believe this sends a strong message to the company. In being outside the schemes, it 

generates a priority to actually invest in innovation, in a ‘use it or lose it’ environment. The 

related arrangement, strong customer oversight, brings a powerful focus on the investment 

being prudent and efficient.” 

Our ability to bring focus to the prudency and efficiency of Ausgrid’s innovation expenditure is built 

on the decades of experience of the authors across distribution network planning and engineering; 

cost benefit modelling; research and energy innovation; CER and local energy storage solutions; 

climate change science, resilience and sustainability; energy efficiency and decarbonisation planning 

and network regulation. We would welcome any suggestions from the AER staff on additional ways 

we can enhance this focus. 

In our January report (at p.9) we set out NIAC’s new oversight role of Ausgrid’s proposed resilience 

investment. We have asked Ausgrid to start work with us on that governance structure in the July 

 
4 This is set out in pp 10-15 in our January report 
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NIAC meeting so that it will be finalised in time for the commencement of the resilience program in 

2024. We do not believe that it would be in customer’s interests for Ausgrid to receive a CESS or EBSS 

reward for any underspend of resilience funding in 2024-29 after having engaged extensively with 

the three Local Government Areas and its wider customer base on the funding and the express 

outcomes to be delivered to those communities. We will give further consideration to ensuring ways 

in which Ausgrid can demonstrate the efficiency of those investments, particularly the network 

investments. 

Independent NIAC members 

11 May 2023 
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