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Executive Summary 

¢ƘŜ !9w ƛǎ ƎǳƛŘŜŘ ōȅ ǘƘŜ bŀǘƛƻƴŀƭ 9ƴŜǊƎȅ hōƧŜŎǘƛǾŜ όb9hύΥ άto promote efficient investment in, and efficient 

operation and use of, energy services for the long-term interests of consumers of energy with respect to 

price, quality, safety, reliability and security of supply of energyέ. 

On 3 December 2020, the five Victorian electricity distribution businesses, AusNet Services, CitiPower, 

Jemena, Powercor and United Energy each submitted Revised Regulatory Proposals for the July 2021 to 

June 2026 regulatory period. These proposals set out the revised position by each business to collect 

revenue from its customers through distribution charges from 1 July 2021 to 30 June 2026, following the 

release of the AER Draft Decisions in September 2020.  

In this document, CCP17 provides advice to the AER on issues arising since the release of the draft decisions 

in September 2020, and in respect of the revised regulatory proposals for each of the Victorian electricity 

distribution businesses, with a particular focus on issues of importance to energy consumers. 

Uncommon circumstances 

This regulatory review has been like no other.  

Under the shadow of the global pandemic, the uncertainty in forecasting energy and demand growth, 

consumer expectations, business conditions and the impact of government incentive schemes place the 

risk of even greater variations in revenue and capital investment requirements. Engagement, particularly 

in the final year of the regulatory reset, has been undertaken under unique and somewhat difficult 

circumstances.  

Through this reset, the role of consumers has been placed under the microscope following the trial of the 

NewReg process with the involvement of a Customer Forum working closely with AusNet Services in 

establishing their proposal. The AER also employed a fundamentally top-down assessment for the draft 

decision, requiring consumers to consider their approach to the revenue decision for AusNet quite 

differently. A wide conversation on the nature and future of consumer engagement was sparked. 

Consumer engagement was undertaken by the Victorian distribution companies in quite diverse ways. The 

AusNet Customer Forum, the Jemena Peoples Panel and the community forums of the Victorian Power 

Networks (CitiPower, Powercor and United Energy) highlighted the spectrum of the forms of engagement, 

generating discussion in regulatory and consumer circles around their efficiency, effectiveness and 

influence. The AER, in the draft decision, unveiled a new view of assessing the role and effectiveness of 

engagement in the regulatory reset process. Considering the ΨōǊŜŀŘǘƘΩ ŀƴŘ ΨŘŜǇǘƘΩ ƻŦ ŜƴƎŀƎŜƳŜƴǘ ōŜŎŀƳŜ 

a focus, along with establishing proof points. 

Powercor, following investigations by Energy Safe Victoria into the devastating fires in Western Victoria of 

2018 have presented a proposal for a significantly increased investment in wood pole replacement, 

challenging consumers and regulators to take a much more active consideration of the role of long-term 

asset management and the impact on the community. 

Finally, the addition of the six-month extension to the regulatory reset date, initiated by the Victorian 

Government, introduced not only the need for an interim assessment by the AER, but presented consumers 

with a significantly extended period of involvement with this reset, further stretching the limited resources 

of consumers, distributors and the regulator alike. 

 

 



 

2 
 

A review of role and objectives of consumer engagement  

A large component of this advice considers the role of consumers and other stakeholders in informing and 

shaping the regulatory proposals. We consider the questions posed by the AER in the Draft Decisions 

central to the introduction of the Framework for considering consumer engagement, referred to in this 

ŘƻŎǳƳŜƴǘ ŀǎ Ψ¢ŀōƭŜ тΩ. 

In so doing, we summarise some of the milestones in regulatory engagement to date, including the CCP10 

Ψ{ƛƎƴŀƭǎ ǇŀǇŜǊΩ and intent of engagement expressed by the then-chair of the AER in 2017. A summary of 

some recent ƻǾŜǊǎŜŀǎ ƛƴƛǘƛŀǘƛǾŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ /ƻǳƴŎƛƭ ƻŦ 9ǳǊƻǇŜŀƴ 9ƴŜǊƎȅ wŜƎǳƭŀǘƻǊΩǎ 2030 Vision for 

energy consumers ŀƴŘ ǘƘŜ ¦YΩǎ Sustainability First is provided.  

Against this background, we ŜǎǘŀōƭƛǎƘ ǿƘŀǘ //tмт Ŏŀƭƭǎ ΨŎƭǳŜǎΩΤ ƛƴŘƛŎŀǘƻǊǎ ŦǊƻƳ ǘƘŜ ŜƴƎŀƎŜƳŜƴǘ ƻŦ ǘƘŜ 

Victorian distribution businesses that correlate with or inform the key issues nominated in the AER 

engagement framework. Ultimately, when reflecting on the AER framework and the questions posed in the 

Draft Decisions, we propose ten key features of good engagement:  

a) The need for a clear relationship between any assessment and a broader, tangible vision, 

including a defined timeframe, 

b) Recognition that various objectives can exist for engagement, 

c) Engagement activity needs to be part of a wider engagement strategy and plan, 

d) Qualitative as well as quantitative measures are necessary, 

e) Engagement must demonstrably address inclusiveness and equity, 

f) The transparency of engagement - not only doing, but being seen to do - is important, 

g) Engagement needs to be well organised and resourced, 

h) Good engagement builds capacity and capability; not only in that of stakeholders but also of the 

business itself, 

i) Engagement must be integrated with ΨōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭΩΣ and 

j) Engagement must ōŜ Ψōƛ-ŦƻŎŀƭΩ ς that is, not only address medium-term plans, but also 

demonstrate Innovation, looking well forward and taking a strategic view. 

The impact of engagement by the Victorian electricity distributors 

There were three fundamentally different approaches to engagement in this reset, and the processes 

continued to varying degrees beyond the draft decision to help inform the revised proposals.  

AusNet Services 

While the CCP17 took a more distanced role in relation to the engagement for AusNet Services, we 

continued to be included in much of the process. Like the other Victorian electricity distribution businesses, 

AusNet Services was challenged by the limited time available for in-depth consumer and stakeholder 

ŜƴƎŀƎŜƳŜƴǘ ōŜǘǿŜŜƴ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ !9wΩǎ Draft Decision and the deadline for submitting the revised 

regulatory proposal. For AusNet Services, this challenge was exacerbated by the lack of a comprehensive 

Consumer and Stakeholder Engagement Plan spanning the full timeline of the regulatory reset process that 

laid out the steps to be taken, and why. 

We observed instances where stakeholder feedback has clearly influenced the revised proposal, and that 

influence is highlighted in the AusNet Services proposal itself.  Some sectors of the community, such as 

culturally and linguistically diverse consumers and larger industry could have been more involved in the 
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engagement program. A greater level of transparency and clarity of the role of the Customer Consultative 

Committee would be advantageous. 

Jemena Electricity 

Jemena Electricity continued its approach with the expansive Peoples Panel. CCP17 was supportive of this 

ƎǊƻǳǇ ƻŦ ΨŜǾŜǊȅŘŀȅ ŎƛǘƛȊŜƴǎΩΣ ŀƴŘ ǘƘŜ ǿŀȅ WŜƳŜƴŀ ǎǳǇǇƻǊǘŜŘ ŀƴŘ ǊŜǎǇƻƴŘŜŘ to the Panel. Through its 

engagement process, Jemena capitalised on the realisation that its customers are not homogenous, and 

that each customer type has its own set of priorities and engagement requirements. 

WŜƳŜƴŀΩǎ ŀǇǇǊƻŀŎƘΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ƛƴ ŎƻƴǘǊŀǎǘ ǘo that of AusNet ServicesΣ ōǊƻǳƎƘǘ ǘƘŜ ΨōǊŜŀŘǘƘΩ ŀƴŘ ΨŘŜǇǘƘΩ 

aspects of engagement into stark reality. 

his engagement will probably not result in a neat and definitive consumer view. We 

regard the engagement as being significant in the putting the key issues into the consumer discussion, 

yielding longer term strategic information for Jemena rather than the result that may be delivered in the 

shorter term. 

CitiPower, Powercor and United Energy 

The three Victorian Power Network distributors ς CitiPower, Powercor and United Energy ς continued their 

unified engagement process, with the Powercor proposal tending to lead the conversation. Notable in their 

engagement is the formation of the Consumer Advisory Panel (CAP), which has been more effective in 

helping the businesses respond to the Draft Decisions with their revised proposals and will be useful in 

maintaining effective engagement into the next regulatory period.  Since its establishment, the CAP has 

mainly been involved in early stages of ƳŀƧƻǊ ΨƛŎƻƴΩ ƳŀǘǘŜǊǎ such as asset replacement and customer 

service fulfilment; and to date have not been given the opportunity to consider each of the revised 

proposals Ψŀǎ ŀ ǿƘƻƭŜΩΦ  We do not see that as a significant shortcoming though, especially given the short 

time the CAP has been operating. 

We welcome the fact that the three businesses have been open about learning from the comments on 

engagement ƛƴ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴǎ ŀƴŘ ƘŀǾŜ ŀŘŘǊŜǎǎŜŘ many of the issues raised by the AER. The 

businesses have held focused stakeholder engagement meetings since the Draft Decisions, and have 

consistently involved CCP17.  We also welcome the setting out of ΨōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭΩ engagement plans, a 

key component in our view of effective engagement discussed in detail in the next section of this Advice.  

Key matters arising from ǘƘŜ !9wΩǎ ŘǊŀŦǘ ŘŜŎƛǎƛƻƴǎ ŀƴŘ ǊŜǾƛǎŜŘ proposals 

The evolution of engagement, a major issue for all stakeholders that has become prevalent in the latter 

stages of this Victorian regulatory reset, is discussed widely in this Advice, particularly in Section 2. 

Section 3 of this Advice ŎƻƴǎƛŘŜǊǎ ǘƘŜ Ƴŀƛƴ ƛǎǎǳŜǎ ǘƘŀǘ ƘŀǾŜ ŀǊƛǎŜƴ ŦƻƭƭƻǿƛƴƎ ǘƘŜ !9wΩǎ Draft Decisions.  

Our initial observation has been the high level of acceptance by the distributors of many of the matters 

raised in the Draft Decisions. For example, general acceptance by the distribution companies ƻŦ ǘƘŜ !9wΩǎ 

proposed adjustment to connection volumes early in the regulatory period, and the focus on extracting 

maximum ōŜƴŜŦƛǘ ŦǊƻƳ ǘƘŜ ΨǎƳŀǊǘ ƴŜǘǿƻǊƪΩ opportunities in Victoria to meet the rapid growth in rooftop 

solar PV, is commended. Similarly, the reconsideration of many of the opex step changes seen in the initial 

proposals will bring benefits to consumers. 

Based on our consideration of the revised proposals, we consider the largest issues facing Victorian 

electricity distributors in the next regulatory period to be: 

- Dealing with the uncertainties in growth and business conditions related to the global pandemic, 
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- The importance of maintaining effective engagement with consumers in these challenging times 

to continually gain information on consumer expectations and behaviour, and to keep customers 

informed should the distributors not be able to adequately deliver services in difficult times,  

- (re) Establishing trust in asset management practices and the safety of network assets, particularly 

in western Victoria, 

- Developing the technical capability, facilities and commercial arrangements (tariffs) needed to 

facilitate the efficient response to the growth of Distributed Energy Resources,  

- Maintaining adequate insurance cover as market conditions evolve, and 

- Progressing tariff reform in Victoria to meet changing energy use and demand patterns. 

These challenges, considered in detail in subsequent sections of this Advice, must be considered with a 

continuous strong awareness of the impact of investment on the regulated asset base. Interest rates and 

hence return on capital will rise again at some point, with risk of significant cost increases for consumers if 

the current low return on capital environment leads to increased regulated asset base values. 

.ǊƻŀŘŜǊ ƛǎǎǳŜǎ ŦƻǊ ǘƘŜ !9wΩǎ ŎƻƴǎƛŘŜǊŀǘion 

Over the considerable period of this regulatory reset, several broader matters have emerged.  

a) The role of engagement 

The fundamental question of άHow do distributors best reflect the true expectations of their consumers?έ 

has come to the fore, as evidenced by the proportion of this Advice dedicated to that issue. We are pleased 

the AER has put a document on the table that has initiated an energetic conversation. Our view is that it is 

a dynamic position, and CCP17 is keen to work with the AER and the businesses to refine and develop the 

proposal and help put the concepts into action. This includes further development of the signals to 

distributors reflecting the benefit if good engagement. 

b) Understanding the changing investment needs of utilities 

Traditional asset augmentation to meet growing demand is in many ways becoming overshadowed by the 

challenges of distributed energy resources, falling asset utilisation and consumers seeking alternatives to 

energy from traditional energy networks. As assets age, and community risks remain in focus, the ability to 

reasonably assess asset health and safety as a benchmark indicator becomes more pressing. 

c) The role of targeted detailed analysis ǿƛǘƘƛƴ ŀ ōǊƻŀŘŜǊ ΨǘƻǇ ŘƻǿƴΩ ŀǎǎŜǎǎƳŜƴǘ ƳƻŘŜƭ 

The top-down assessment oŦ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ƛƴƛǘƛŀƭ ǇǊƻǇƻǎŀƭ ƘƛƎƘƭƛƎƘǘŜŘ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ ŀƭǘŜǊƴŀǘƛǾŜ ǿays 

to assess the prudency and efficiency of proposed expenditure. The role of the Customer Forum shows 

that there may be a pathway to lighter-handed regulation, relying more on gradually improving long-term 

trends than intensive, detailed analysis.  

There is a middle ground ς a framework that takes an initial approach from the top-down, considering high-

level trends after removing the impact of any large abnormal events, the use of robust modelling and 

encouraging distributors to seek efficiencies through viewing an overall programme rather than a build-up 

of individual events.  

That being said, there still is an important role of detailed ground-up external analysis. There are areas of 

investment and expenditure that remain very dynamic - such as the safety risks associated with ageing 

assets, the wide-ranging impacts of the growth in distributed energy resources and the service expectation 

of consumers in what remains a complex and changing energy landscape. In these complex areas, detailed 

assessment by experts remains necessary. 

Such action is also a precursor to consumer confidence in the regulatory reset process, where expert 

analysis and consideration must not only be done, but it must also be seen to be done.  
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a) A shift in the sharing of risk 

Of note in the proposals is the trend to nominated pass-throughs, new opex steps and relatively minor 

capital investments. We see this development emerging from the commercial pressures from shareholders 

to maximise returns in this low rate-of-return environment, and to share the risk of the uncertainty of 

government intervention. In this Advice, we highlight the importance of this action not being asymmetric 

and passing risks inappropriately to customers.  

d) Refining the role of efficiency schemes 

A recurring theme in recent advice from various CCP teams has been the need to review and reform the 

role of efficiency schemes, predominantly EBSS and CESS, in regulatory determinations. We remain strong 

supporters of the part efficiency schemes play in the regulatory framework.  However, there are cases 

where utilities have been rewarded for actions that would not be considered by consumers as reflecting 

true efficiency developments. 

!ƭǎƻΣ ǎƻƳŜ ƛƴǾŜǎǘƳŜƴǘǎ ƘŀǾŜ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅ ŦƻǊ ΨŘƻǳōƭŜ ŘƛǇǇƛƴƎΩ ς improving the performance of the 

distributors while the costs of such action are passed to consumers.  

We ǎǳǇǇƻǊǘ ǘƘŜ !9wΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǊŜǾƛŜǿ ǘƘŜ ƴŀǘǳǊŜ and role of efficiency schemes. 
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1  A comprehensive review of consumer and stakeholder 
engagement 

In the Draft Decisions for the Victorian Electricity Distribution Revenue Proposals, the AER highlighted that 

proposals which have been developed with the informed influence of consumers, where their preferences 

can be clearly seen as being meaningfully considered in the proposal, are more likely to be in the long-term 

interests of consumers than otherwise.  

Taking this into account, the AER outlined their view of the elements that represent a range of 

considerations that can clearly demonstrate whether consumers have been genuinely engaged in the 

development of the proposals. ¢Ƙƛǎ ƛǎ ǎǳƳƳŀǊƛǎŜŘ ƛƴ Ψ¢ŀōƭŜ тΩ ƻŦ ǘƘŜ Draft Determinations. 

In this section we first consider the approach that the AER has taken, using the term ΨǘŀōƭŜ тΩ as shorthand 

to include the thinking behind the components of the table and its practical implications. In responding we 

provide a version of some of the history leading to the current context, some overseas experience and our 

own perspective.  

CCP17 consider that there are three key questions that are central to this table; we present them as: 

¶ What is effective consumer engagement for energy network (natural monopoly) businesses? 

¶ How is consumer engagement assessed, particularly by an (economic) regulator? 

¶ What roles should a regulator play in encouraging continuous improvement in consumer 

engagement? 

The Consumer Challenge Panel, as well as other stakeholders, is interested in these questions and how 

ǘƘŜȅ ŀǊŜ ŀǇǇƭƛŜŘ ǳǎƛƴƎ ǘƘŜ ŀǇǇǊƻŀŎƘ ǎǳƳƳŀǊƛǎŜŘ ƛƴ ΨǘŀōƭŜ тΩΦ ²Ŝ ŀƭǎƻ ƴƻǘŜ ǘƘŜ !9w ŎƻƳƳŜƴǘ ά¢ƘŜǎŜ 

elements are intended to show how our thinking has evolved since our 2013 Consumer Engagement 

Guideline but are not intended to provide a fixed view. Our framework will continue to evolve as 

ŘƛǎǘǊƛōǳǘƻǊǎΩ ƳƻŘŜƭǎ ƻŦ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ƳŀǘǳǊŜ ƻǾŜǊ ǘƛƳŜΦέ  

Our comments in this section of our Advice are intended to inform this evolution. 

1.1 AER Engagement Assessment table 

In each of the Draft Decisions for the Victorian distribution businesses, the AER made the following 

statement about consumer engagement, and in particular about the approach that they have taken in 

assessing the impact of consumer engagement on a regulatory proposal. 

άΧ ǿŜ ōŜƭƛŜǾŜ ǘƘŀǘ ǇǊƻǇƻǎŀƭǎ ǿƘƛŎƘ ƘŀǾŜ ōŜŜƴ ŘŜǾŜƭƻǇŜŘ ǿƛǘƘ ǘƘŜ ƛƴŦƭǳŜƴŎŜ ƻŦ ŎƻƴǎǳƳŜǊǎΣ ŀƴŘ 

their preferences, are more likely to be in the long-term interests of consumers than those which 

have not. Taking this into account, the elements outlined in Table 7 represent a range of 

considerations that we think can clearly demonstrate whether consumers have been genuinely 

ŜƴƎŀƎŜŘ ƛƴ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ ǇǊƻǇƻǎŀƭǎΦέ  
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Table 1Υ !ǎǎŜǎǎƳŜƴǘ ƻŦ /ƻƴǎǳƳŜǊ 9ƴƎŀƎŜƳŜƴǘ ό!9w Ψ¢ŀōƭŜ тΩύ 

1.2 How did we get here? 

The following is a brief summary of some of the key developments from the last 4-5 years that we suggest 

have led to current considerations by the AER Board. 

We also observe that a greater emphasis on consumer needs and interests has been building from 2012 

when various political and regulatory processes led the AER to establish the CCP, and the Customer 

Consultative Group, and to develop a consumer engagement guideline. We are also acutely aware of the 

frustration for consumers and the regulator that resulted from a regular use of limited merits review 
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appeals by network businesses to challenge regulator decisions, adding considerable cost burden to 

consumers. We commence this brief recap of recent history with the Limited Merits Review.  

Limited Merits Review  

The legislation summary from the APH website states:1 

Date introduced:   10 August 2017 

House:     House of Representatives 

Portfolio:    Environment and Energy 

Commencement:  The day after Royal Assent. 

Purpose of the Bill: 

άThe purpose of the Bill is to amend the Competition and Consumer Act 2010 (the CCA) to provide 

that certain decisions made by the Australian Energy Regulator (AER) are no longer subject to 

merits review by the Australian Competition Tribunal or any state or territory body. The 

Government consideǊǎ ǘƘŀǘ ǘƘƛǎ ǿƛƭƭ ǊŜŘǳŎŜ ǇǊŜǎǎǳǊŜ ƻƴ ŜƭŜŎǘǊƛŎƛǘȅ ǇǊƛŎŜǎΦέ 

The removal from the regulatory process of easy access to Limited Merits Review has required energy 

network businesses to amend their approach to regulatory processes, and particularly to significantly 

upgrade their consumer engagement and responsiveness.  

//tмл ά{ƛƎƴŀƭǎ ǇŀǇŜǊέ 

This paper was prepared by CCP10 in August 2017, when considering the Framework and Approach (F&A) 

for NSW and ACT electricity distribution business regulation 2019-24. It states that: 

άCCP10 considers that all parties should be seeking an end goal of ensuring:  

1. regulatory proposals lodged by network busiƴŜǎǎŜǎ ǿƘŜǊŜ ǘƘŜǊŜ ŀǊŜ άƴƻ ǎǳǊǇǊƛǎŜǎέ ŦƻǊ ǎǘŀƪŜƘƻƭŘŜǊǎΣ 

including consumers, and  

2. processes for the development, submission and review of proposals are transparent, provide stakeholders 

with the opportunity to participate, and ensure that the views expressed are considered. 

This can be achieved through consultation that achieves agreement wherever possible. (Note that άno 

surprisesέ does not mean agreement, nor is consensus assumed, though it is desired.) The proposed end 

goal is that regulatory proposals lodged by network businesses contain no surprises for stakeholders, 

including consumers, by applying transparent and informed processes that are not appealed (recognising 

that removal of Limited Merits Review contributes to this); this being achieved through consultation that 

achieves agreement wherever possible.  

²Ŝ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ !9w Ŏŀƴ ǇǊƻǾƛŘŜ ŀ ǊŀƴƎŜ ƻŦ ΨǎƛƎƴŀƭǎΩ ǘƻ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ ŀōƻǳǘ Ƴŀƴȅ ŀǎǇŜŎǘǎ ƻŦ 

ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǘƻ ŜƴƘŀƴŎŜ ŎŜǊǘŀƛƴǘȅ ŦƻǊ b{tΩǎ ƛƴ ŘŜǾŜƭƻǇƛƴƎ άno surprisesέ regulatory proposals. 

²Ŝ ƘŀǾŜ ƛŘŜƴǘƛŦƛŜŘ ŀ ƭƛǎǘ ƻŦ ǇƻǘŜƴǘƛŀƭ ΨǎƛƎƴŀƭǎΩ ŦƻǊ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ōȅ ǘƘŜ !9w .ƻŀǊŘΦ Lƴ ŎƻƴǎƛŘŜǊƛƴƎ ǘƘŜǎŜ 

signals we recognise that some potential actions are in progress now or can happen in the short term (ST), 

while other potential actions are longer terms options (LT).  

We have also identified 4 areas of potential benefit for network businesses, being:  

1. wŜǇǳǘŀǘƛƻƴΣ ƛƴŎƭǳŘƛƴƎ ōŜƛƴƎ ǎŜŜƴ ǘƻ ōŜ ΨŘŜŎŜƴǘΩ ƳŜƳōŜǊǎ ƻŦ ǎƻŎƛŜǘȅ, with a social license to operate, 

2. Efficient use of their resources, saving money and time,  

3. Efficiency in the complex and resource- heavy regulatory process, and 

 

1 https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/bd/bd1718a/18bd025 

https://www.legislation.gov.au/Series/C2004A00109
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/bd/bd1718a/18bd025
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4. Increased financial return.  

¢ƘǊƻǳƎƘ ǘƘŜ !9w ǇǊƻǾƛŘƛƴƎ ŀǇǇǊƻǇǊƛŀǘŜ ΨǎƛƎƴŀƭǎΩ ǘƻ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ ŀōƻǳǘ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ōŜƴŜŦƛǘǎ ƻŦ 

consumer engagement, there is greater certainty in process for network businesses, which will lead to 

reduced transaction costs associated with regulatory proposal development and application with benefits 

shared between customers and network business shareholders.έ 

CCP10 ǊŜŎƻƳƳŜƴŘŜŘ ǘƘŀǘ ǘƘŜ !9w ƛƴŎƭǳŘŜ ŀ ΨǎƛƎƴŀƭǎΩ ǎǘŀǘŜƳŜƴǘ ƛƴ ŦǳǘǳǊŜ CǊŀƳŜǿƻǊƪ ŀƴŘ !ǇǇǊƻŀŎƘ 

documents to encourage high calibre consumer engagement. άFramework and Approach statements 

signalling such engagement should also be produced for gas network Access Arrangements. There will also 

need to be recognition of the business context in which the engagement process is occurring.έ 

We suggest that the AER could take the άStatement of Expectationsέ approach that has been applied to 

/h±L5 ŘǳǊƛƴƎ нлнл ǘƻ ŘŜǾŜƭƻǇ ŀ ά{ǘŀǘŜƳŜƴǘ ƻŦ 9ȄǇŜŎǘŀǘƛƻƴǎέ ŀōƻǳǘ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘΦ ¢Ƙƛǎ ǿƻǳƭŘ ōŜ 

principles based, rather than being prescriptive. 

AER Chair Paula Conboy, ENA Conference, Brisbane 2017 2 

At the 2017 Energy Networks Association conference, AER Chair, Paula Conboy made the following 

directional comments. 

ά²Ŝ ǿŀƴǘ ǘƻ ŜƴƎŀƎŜ ǿƛǘƘ ȅƻǳ ŀƴŘ ǿƛǘƘ ŎƻƴǎǳƳŜǊǎ ŜŀǊƭƛŜǊ ƛƴ ǘƘŜ ǇǊƻŎŜǎǎΦ ²Ŝ ǿŀƴǘ ǘƻ ƛŘŜƴǘƛŦȅ 

key points of disagreement early and we want to work collaboratively to resolve them. In my 

experience, the sooner you can all agree on the issues of a proposal, the areas of contention, the 

easier it is to resolve them. 

It is a new way; and in a post Limited Merits review world; I would suggest it is the only way. So 

there are a number of things that need to change, and I want to spend some time on that now. 

First: Our new funding model is not simply about upsizing the organisation but about changing 

the way we operate. 

This is the single most significant change in scale since the inception of the AER and will require 

careful planning, time and close consultation. 

We are essentially kicking off AER 2.0έΦ 

We observe that this statement from the Chair of the AER, specifically to energy network businesses, 

summarises a significant attitudinal change and clearly emphasises the importance of engagement both 

between networks and their customers, and between networks and the AER. The statement provides a 

strong signal about the centrality of engagement, a perspective that continues. 

Consumer Engagement Awards 

The establishment of an annual consumer engagement award for Australian energy network businesses 

has also been a useful focus to promote high-quality consumer engagement. The award was first presented 

in 2017, with four businesses now having achieved the award: ElectraNet, Essential Energy, Jemena and 

Australian Gas Networks. Each of these businesses has been recognised for undertaking a range of 

engagement activities and for demonstrably implementing much of the advice provided by customers. The 

active involvement of CEOs and Board members has been a significant aspect of various strategies that 

have been recognised. 

 

2 https://www.aer.gov.au/news/working-together-to-restore-confidence-in-energy-regulation 

https://www.aer.gov.au/news/working-together-to-restore-confidence-in-energy-regulation
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Gill Owen Lecture, 7th February 2018 

Delivered by Sharon Darcy from Sustain ability in the UK, with a focus on consumer engagement and 

particularly the UK experience, current at that time. In recognising the contribution to energy policy of the 

late Dr Gill Owen (a CCP colleague), this lecture provided insight and stimulus in thinking about consumer 

engagement practice and challenges in Australia. 

NewReg  

NewReg was established ōȅ 9b!Σ 9/! ŀƴŘ ǘƘŜ !9w ǘƻ ǘǊƛŀƭ Ψŀ ƴŜǿ ŀǇǇǊƻŀŎƘΩ ǘƻ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘΦ ¢ƘŜ 

approach paper from March 20183 includes: 

άThe Proposed Approach: The Directions Paper sets out the process for an alternative regulatory approach 

that we wish to trial. The process has been developed using experiences in international approaches. It 

ǎŜŜƪǎ ǘƻ ƳŀǘŜǊƛŀƭƭȅ ŀǳƎƳŜƴǘ ŀƴŘ ŎƻƳǇƭŜƳŜƴǘ ƴŜǘǿƻǊƪǎΩ ŜȄƛǎǘƛƴƎ ǊŜǎŜǘ ŀƴŘ ōǳǎƛƴŜǎǎ-as-usual engagement 

activities, not replace these. The project expects a scale shift in the extent and magnitude of engagement 

activities.  The Design of the Process: The overarching principle in the design of the process is the opportunity 

for a network to reach agreement with its consumers on its revenue proposal resulting in a regulatory 

proposal that reflects ŎƻƴǎǳƳŜǊ ǇǊŜŦŜǊŜƴŎŜǎΦέ 

CCP17 Observations 

We have provided this brief summary of aspects of the development of consumer engagement strategies 

in !ǳǎǘǊŀƭƛŀ ƻǾŜǊ ǘƘŜ ƭŀǎǘ ƘŀƭŦ ŘŜŎŀŘŜ ǘƻ ƘƛƎƘƭƛƎƘǘ ǘƘŀǘ ǘƘŜ ǇǳōƭƛǎƘƛƴƎ ƻŦ ΨtŀōƭŜ тΩ ǘƻ ǊŜŦƭŜŎǘ !9w ǘƘƛƴƪƛƴƎ, 

particularly about assessing good quality consumer engagement, is the most recent stage of an evolving 

process that has had prominence particularly over the last 4 to 5 years. This brief history also highlights 

that energy network businesses have responded relatively rapidly to increase their consumer engagement 

understanding, expertise and practice and have been prepared to trial a diversity of engagement 

methodologies to respond to different settings and different challenges. This is evidenced by our 

observations in response to initial proposals for Victorian distribution businesses, that each business had 

undertaken high-quality engagement. 

There is also value in recognising that the AER has provided sound leadership in promoting, encouraging 

and recognising effective consumer engagement as being central to achieving the best outcomes for 

customers of energy services. 

1.3 Some overseas observations 

European Commission4 - Strengthening consumer resilience for sustainable recovery 

The European Commission released a statement about strengthening consumer resilience for a sustainable 
recovery on 13th November 2020. Their new consumer agenda states: 

άbŜǿ /ƻƴǎǳƳŜǊ !ƎŜƴŘŀ -Strengthening consumer resilience for sustainable recoveryέ 

Introduction: 

European consumers rightly expect to benefit fully from the single market and to be empowered to make 

informed choices and play an active role in the green and digital transition whenever and wherever they 

 

3 https://www.aer.gov.au/system/files/NewReg%20Approach%20Paper%20-%20Towards%20Consumer-
Centric%20Energy%20Network%20Regulation%20-%20March%202018.pdf 
4 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0696 

https://www.aer.gov.au/system/files/NewReg%20Approach%20Paper%20-%20Towards%20Consumer-Centric%20Energy%20Network%20Regulation%20-%20March%202018.pdf
https://www.aer.gov.au/system/files/NewReg%20Approach%20Paper%20-%20Towards%20Consumer-Centric%20Energy%20Network%20Regulation%20-%20March%202018.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0696
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are in the EU. They expect to have free access to goods and services across the EU and reassurance that 

their rights as consumers are protected, notwithstanding traditional and emerging challenges. 

The New Consumer Agenda όΨǘƘŜ !ƎŜƴŘŀΩύ ǇǊŜǎŜƴǘǎ ŀ Ǿƛǎƛƻƴ ŦƻǊ 9¦ ŎƻƴǎǳƳŜǊ ǇƻƭƛŎȅ ŦǊƻƳ нлнл ǘƻ нлнрΣ 

building on the 2012 Consumer Agenda (which expires in 2020) and the 2018 New Deal for Consumers. It 

also ŀƛƳǎ ǘƻ ŀŘŘǊŜǎǎ ŎƻƴǎǳƳŜǊǎΩ ƛƳƳŜŘƛŀǘŜ ƴŜŜŘǎ ƛƴ ǘƘŜ ŦŀŎŜ of the ongoing COVID-19 pandemic and to 

increase their resilience. The pandemic has raised significant challenges affecting the daily lives of 

consumers, in particular in relation to the availability and accessibility of products and services, as well as 

travel within, and to and from the EU. 

The Agenda covers five key priority areas:  

1. The green transition, 

2. The digital transformation, 

3. Redress and enforcement of consumer rights, 

4. Specific needs of certain consumer groups; and 

5. LƴǘŜǊƴŀǘƛƻƴŀƭ ŎƻƻǇŜǊŀǘƛƻƴΦέ 

CEER ς BEUC 2030 Vision for energy consumers 

A collaboration of the Council of European Energy Regulators (CEER) and the European Consumer 

organisation, BEUC (acronym is French, hence the apparent nonalignment of name and English description) 

has ǇǊƻŘǳŎŜŘ ŀ άƭƻƴƎ ǘŜǊƳ ŜƴŜǊƎȅ ǘǊŀƴǎƛǘƛƻƴ for sustainability and climate neutrality: Affordability, 

Simplicity, Protection, Inclusiveness, Reliability and Empowerment.έ  

These six elements of the 2030 vision for energy customers are summarised by the acronym ASPIRE. 

¢ƘŜ ǾƛǎƛƻƴΩǎ partners explain: άƭƻƻƪƛƴƎ ŀƘŜŀŘ ǘƻ нлол ŀƴŘ ǘƘŜ 9¦Ωǎ нлрл ǎǳǎǘŀƛƴŀōƛƭƛǘȅ ŀƴŘ ŎƭƛƳŀǘŜ ǳǘƛƭƛǘȅ 

objectives, we envision a future where effective policies and frameworks ensure that consumer rights are 

promoted and protected while delivering these objectives. 

Our 2030 vision for energy consumers includes our newest principle, inclusiveness, to ensure no one is left 

behind in the energy transition. The renewal and expansion of our core principles are driven by the deep 

ǘǊŀƴǎŦƻǊƳŀǘƛƻƴ ƻŦ ƻǳǊ ǎƻŎƛŜǘȅ ŀƴŘ ŜŎƻƴƻƳȅ ǘƻǿŀǊŘǎ ŀ ŘŜŎŀǊōƻƴƛǎŜŘ ǎǳǎǘŀƛƴŀōƭŜ ŦǳǘǳǊŜΦέ 

 Further detail about the six elements of ASPIRE are listed in Appendix 2: CEER - BEUC 2030 plan. 

The CEER ς .¦9/ Ǿƛǎƛƻƴ ǇǊƻǾƛŘŜǎ ŀ ǳǎŜŦǳƭ ǇŜǊǎǇŜŎǘƛǾŜ ƛƴ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ ǉǳŜǎǘƛƻƴ ǿŜ ƘŀǾŜ ǇƻǎŜŘ άWhat is 

effective consumer engagement for energy network (natural monopoly) ōǳǎƛƴŜǎǎŜǎΚέ ¢Ƙƛǎ Ǿƛǎƛƻƴ ǇǊƻǾƛŘŜǎ 

some purpose, and consequently focus, for consumer engagement and goes a long way in providing detail 

ŀōƻǳǘ ǿƘŀǘ άǇǳǘǘƛƴƎ ǘƘŜ ŎǳǎǘƻƳŜǊ ŀǘ ǘƘŜ ŎŜƴǘǊŜέ ƳŜŀƴǎΣ ŀǘ ŀ ƘƛƎƘŜǊ ƭŜǾŜƭΣ ŦƻǊ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ ŀǎ ǿŜƭƭ 

as regulators, in the case of CEER members. 

This notion of a shared vision between the regulators and consumer groups about what consumers want, 

Ƙŀǎ ƳŜǊƛǘ ŦƻǊ ǘƘŜ !ǳǎǘǊŀƭƛŀƴ ŎƻƴǘŜȄǘ ǿƛǘƘ ǘƘŜ ά!{tLw9έ ŜƭŜƳŜƴǘǎ ŀƭǎƻ ōŜƛƴƎ ŀ ǇƻǘŜƴǘƛŀƭƭȅ ǳǎŜŦǳƭ ǎǘŀǊǘƛƴƎ 

point for discussion in Australia. 

In considering the role of the regulator in encouraging and assessing effective consumer engagement, the 

CEER ς BEUC vision includes the following roles: 

¶ CEER, representing its regulator members, has played a leadership role in partnering to develop a 

vision for energy consumers. 

¶ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜ ŀŦŦƻǊŘŀōƛƭƛǘȅ ŜƭŜƳŜƴǘΣ ǘƘŜ Ǿƛǎƛƻƴ ƛƴŎƭǳŘŜǎ άŘƛǎǘǊƛōǳǘƛƻƴŀƭ ƛƳǇŀŎǘ ŀǎǎŜǎǎƳŜƴǘέ, 

whereby policy makers regularly conduct a distributional impact assessment of plan policies on 

consumers to ensure that measures considered (decarbonisation in this instance) do not put an 
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unreasonable extra burden on certain customer groups, particularly those in vulnerable situations. 

In the Australian context, the AER could conduct distributional impact assessments - or similar- of 

key matters under their regulatory oversight. 

¶ ¢ƘŜ ƛƴŎƭǳǎƛǾŜƴŜǎǎ ŜƭŜƳŜƴǘ ǊŜǉǳƛǊŜǎ ǘƘŀǘ άǇǳōƭƛŎ ŀǳǘƘƻǊƛǘƛŜǎ ǎƘƻǳƭŘ ǇǊƻƳƻǘŜ ŎǊƻǎǎ ǎŜŎǘƻǊŀƭ ŘƛŀƭƻƎǳŜ 

with key stakeholders to discuss the best policy solutions for vulnerable customersέ. This is a role 

the AER could also undertake. 

¶ ¢ƘŜ ǊŜƭƛŀōƛƭƛǘȅ ŜƭŜƳŜƴǘ ƛƴŎƭǳŘŜǎ ŀ ŦƻŎǳǎ ƻŦ άǘǊǳǎǘΦέ wŜƎǳƭŀǘƻǊǎ ƛƴ ƎŜƴŜǊŀƭ, and the AER in particular 

for Australian energy customers, have a crucial role in ensuring that processes, policies and 

systems are all applied in a manner that builds trust of consumers in the market, individual 

businesses, regulators and dispute resolution processes. The role of the AER in overseeing 

regulatory processes that are trustworthy cannot be underestimated. 

Sustainability first 

The UK-based organisation Sustainability first ŘŜǎŎǊƛōŜǎ ƛǘǎŜƭŦ ŀǎΥ άǿŜ ŀǊŜ ŀƴ ŜƴǾƛǊƻƴƳŜƴǘ ǘƘƛƴƪ ǘŀƴƪ ǊƻƻǘŜŘ 

in experience, with a clear commitment to promoting long-term sustainability through practical thought 

leadership. We work on sustainability policy and practice ŦƻǊ ŜƴŜǊƎȅ ŀƴŘ ǿŀǘŜǊ ǎǳǇǇƭȅ ƳŀƴŀƎŜƳŜƴǘΦέ  

CCP17 considers Sustainability first to be an important thought leader, particularly with the strong 

perspective on consumer-focused engagement for policy and regulatory approaches. 

An important project of Sustainability first has been the NEW-Pin5 (New Energy and Water Public Interest 

Network) project which recently released their final report from about five years of activity. The 

Sustainability first website says that: άNew-Pin was set up to help tackle the tension that can exist between 

short and long run interests in the energy and water sectors and to develop a more democratic, inclusive 

and coherent approach to changeέ. 

In this Advice, we draw on aspects of the final report of the New-Pin project and also recap some comments 

made by Sustainability first director, Sharon Darcy, who delivered the first Gill Owen Memorial lecture in 

February 2018. 

 Sustainability first defines engagement as follows: 

άŜƴƎŀƎŜƳŜƴǘ of consumers, citizens and stakeholders covers a wide range of activities, including 

direct engagement of ΩǊŜŀƭΨ people in their individual capacities, consumer research (including 

through individual behavioural experiments); minimal ΨƭƛǎǘŜƴƛƴƎ ŜȄŜǊŎƛǎŜǎΩΤ ŜƴƎŀƎŜƳŜƴǘ ƻŦ 

representatives and experts in Ŧǳƭƭ ŎƻƭƭŀōƻǊŀǘƛƻƴ ōŜǘǿŜŜƴ ŘƛŦŦŜǊŜƴǘ ǇŀǊǘƛŜǎΦέ    

The purpose of engagement they describe as: άŘŜŎƛǎƛƻƴ-makers (at every level) need to set clear objectives 

for any engagement exercise.  New-Pin proposes three overarching objectives for consumer, citizen and 

stakeholder engagement in long-term issues in energy and water sectors: 

¶  consumer outcomes (efficient value for money services) 

¶  cultural (to alter behaviour and culture in sectors and with consumers) and  

¶  legitimacy (shaping service levels or packages and helping to ensure decisions are seen as 

ƭŜƎƛǘƛƳŀǘŜ κ ŀŎŎŜǇǘŀōƭŜΣύέ  

New-Pin then summarises the overarching objectives for engagement as follows:  

 

5 https://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-
Pin%20Looking%20to%20the%20long%20term%20FINAL%20report.pdf 

https://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin%20Looking%20to%20the%20long%20term%20FINAL%20report.pdf
https://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin%20Looking%20to%20the%20long%20term%20FINAL%20report.pdf
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Figure 1: Objectives for Engagement (source: Sustainability First) 

CCP17 considers this diagram to be helpful in identifying the purpose for engagement that flows from 

various types of engagement with customers; episodic, embedded and deliberative/collaborative. We 

think that this Sustainability first framework provides a ǳǎŜŦǳƭ ƻǾŜǊƭŀȅ ǘƻ ǘƘŜ !9wΩǎ ǘŀōƭŜ тΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ōȅ 

recognising the different objectives that engagement activities can legitimately have.  

NEW-Pin Final Report 

The New-Pin Final Report was released in November 2020 and identified eight public interest agendas 

under two broader headings, with suggested levers for change for each of the eight agendas.  The various 

levers for change mainly relate to New-Pin project frameworks and approaches and are available on their 

website.  The eight public interest agendas are: 

a) ¢ŀŎƪƭƛƴƎ ǘƘŜ άƘŀǊŘέ ǇǳōƭƛŎ ƛƴǘŜǊŜǎǘ ǘƻǇƛŎǎ ƛƴ ŜƴŜǊƎȅ ŀƴŘ ǿŀǘŜǊ 

1. Public interest agenda 1: long run affordability 

2. Public interest agenda 2: long run resilience 

3. Public interest agenda 3: trust and confidence  

 

b) Delivering public interest outcomes for energy and water 

4. public interest agenda 4: market led approaches to public interest outcomes, 

5. public interest agenda 5: innovation, regulation and government interventions for public 

interest outcomes, 

6.  public interest agenda 6: purposeful engagement and understanding the public interest, 

7. public interest agenda 7: Board, governance and public interest outcomes, and 

8. Public interest agenda 8: planning for future services with a focus on public interest outcomes 

The following extract (Figure 2) is taken from the New-Pin Final ReportΩǎ consideration of agenda 6, which 

is about effective consumer engagement. 
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Figure 2: Aspects of effective consumer engagement (source: NEW-Pin final report) 

Following on from these practical steps, New-Pin has created a decision-making framework which is 

relevant for energy businesses regulators, consumer groups and policymakers, for use when designing 

engagement approaches for longer term consumer benefit. They say that this framework builds on work 

previously undertaken by the UK regulators network that produced principles for effective engagement as 

well as similar work by the UK water regulator, Ofwat. 

New-Pin Decision Making Framework for Effective Engagement 

Objectives 

1. Why do you want to engage? What is the objective of the engagement exercise? 

2. Who owns the decision and the engagement process? 

3. WƘŀǘ ŀǊŜ ǘƘŜ ǇƻƭƛŎȅΣ ǊŜƎǳƭŀǘƻǊȅ ŀƴŘ ŎƻƳǇŀƴȅ ΨǊŜŘ ƭƛƴŜǎΩ that you should or ǎƘƻǳƭŘƴΩǘ ŜƴƎŀƎŜ on, 

and are these clear? 

Inclusive 

4. How will you ensure that the people that you want to engage a sufficiently representative? 

5. What barriers to engagement to those who seek to involve face and what measures have you put 

in place to help overcome these? 

Tailored 

6. When is the right time to engage? 

7. What are the most appropriate / proportionate engagement approaches for the circumstances? 

8. What are the roles, responsibilities and reporting arrangements for the engagement process? 

9. How are you ensuring that those who seek to engage have adequate and timely access to 

information? Is it clear how this is best provided, and they are resourced to analyse it? 

10. What arrangements are in place between those engaged and those who do the engaging, and 

between those engaged and wider stakeholders, to build understanding and legitimacy? 
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Developing 

11. Is there agreement on how the impact of engagement will be assessed and who will do this? 

12. What arrangements are in place to embed and refresh engagement as appropriate, following this 

exercise? 

13. What have those undertaking the engagement done to take any wider findings from this exercise 

into the organisationΩs policies and procedures? 

Further questions and prompts related to each of the 8 elements of this framework from the New-Pin Final 

Report are provided in appendix 2.  

Practical Steps for Government and Regulators 

We also note the practical steps for government and regulators that are copied from the report in response 

to the public interest agenda 5: innovation, regulation and government interventions for public interest 

outcomes. We think that this information is also helpful.  

Sustainability first ŎƻƳƳƛǎǎƛƻƴŜŘ ǊŜǎŜŀǊŎƘ ōȅ ά.Ǌƛǘŀƛƴ ¢Ƙƛƴƪǎέ ŀƴŘ ά[ƻƴŘƻƴ {ŎƘƻƻƭ ƻŦ 9ŎƻƴƻƳƛŎǎέ6 with the 

oōƧŜŎǘƛǾŜǎ ŀƴŘ ƛƴǘŜƴŘŜŘ ŀǳŘƛŜƴŎŜ ōŜƛƴƎΥ ά¢ƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘƛǎ ǇŀǇŜǊ ƛǎ ǘƻ ǇǊƻǾƛŘŜ ŀƴ ƛƴŘŜǇŜƴŘŜƴǘ ŀƴŘ 

objective high-level overview about different research approaches relevant to uncovering the long run 

public interest in the water and energy sectors, and which can be of practical use to decision-ƳŀƪŜǊǎΦέ 

 

Figure 3: Practical steps for innovation in energy regulation (source: NEW-Pin final report) 

Summary of Approaches 

The report included the following: 

ά{ǳƳƳŀǊȅ ƻŦ ŀǇǇǊƻŀŎƘŜǎ: 

 

6 http://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin_-
_Research_Approaches_for_Stakeholder_Engagement_-_Overview_-
_Britain_Thinks_and_London_Economics_-_FINAL_-_November_2016.pdf 

http://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin_-_Research_Approaches_for_Stakeholder_Engagement_-_Overview_-_Britain_Thinks_and_London_Economics_-_FINAL_-_November_2016.pdf
http://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin_-_Research_Approaches_for_Stakeholder_Engagement_-_Overview_-_Britain_Thinks_and_London_Economics_-_FINAL_-_November_2016.pdf
http://www.sustainabilityfirst.org.uk/images/publications/new-pin/New-Pin_-_Research_Approaches_for_Stakeholder_Engagement_-_Overview_-_Britain_Thinks_and_London_Economics_-_FINAL_-_November_2016.pdf
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The research approaches set out in this paper share the following relevant characteristics:  

They involve direct interaction with customers, for example via surveys or workshops (except in the case of 

some revealed preference techniques which look at customer data)  

They provide practitioners with the opportunity to explore long term and / or complex issues  

Use of such research methodologies can enable organisations to build a thorough understanding of 

customer views and attitudes around long-term or complex issues in order to bring the public perspective 

into business decision making.  

They split broadly into quantitative approaches (Stated Preference and Revealed Preference techniques that 

reveal values and Behavioural Experiments which test responses) and qualitative approaches (Deliberative 

Research and Qualitative Panels that can demonstrate the principles driving thinking). At the highest level, 

and as a general rule of thumb, quantitative approaches will provide organisations with robust findings 

which are statistically significant and therefore representative of a population as a whole (and / or selected 

subsets of a population).  

Their findings offer quantified data that can be scalable and from which wider inferences can be made. Such 

quantification can be used to make comparisons and to feed into Cost Benefit Analysis (e.g., Stated 

Preference) and to design customer programmes and policy interventions (e.g., Behavioural Experiments).  

Qualitative approaches can provide an in-depth exploration of views and a more considered input on a 

particular issue. Such approaches can give insights into why people think the way they do and how 

individuals or groups might approach complex trade-offs. 

While this report offers a broad outline of each approach, it is important to note that no single approach 

ǿƻǊƪǎ ƛƴ ƛǎƻƭŀǘƛƻƴ ǘƻ ǇǊƻǾƛŘŜ ŀ Ŧǳƭƭ Ψǎƻƭǳǘƛƻƴ-sŜǘΩ ǘƻ ƛǎǎǳŜǎ ǿƛǘƘ ǘƘŜ ƭŜǾŜƭǎ ƻŦ ŎƻƳǇƭŜȄƛǘȅ ƭƛƪŜƭȅ ǘƻ ōŜ ŜȄǇƭƻǊŜŘΦ 

Rather, the ideal would be to use a range of different techniques and build up a fuller and more robust 

picture of stakeholder and customer opinion. For example:  

¶ Qualitative approaches can be used to inform the design of quantitative surveys (e.g., to identify 

ƻǳǘŎƻƳŜǎ ǘƻ ǘŜǎǘ ƛƴ ŎƘƻƛŎŜ ƳƻŘŜƭƭƛƴƎ ŜȄŜǊŎƛǎŜǎ ƻǊ ǘƻ ŜƴǎǳǊŜ ǘƘŜ ΨǊƛƎƘǘΩ ƭŀƴƎǳŀƎŜ ƛǎ ǳǎŜŘύ.  

¶ Quantitative approaches can explore the prevalence of views identified in qualitative studies or 

identify differences between demographic groups. 

¶ Qualitative research can additionally be used to explore and flesh out quantitative findings in more 

detail (e.g., to understand drivers behind unexpected results or to better understand a particular 

demographic perspective).  

Use of a range of techniques can help build a richer and more flexible picture of the public interest. This 

can also be adapted to take local views into account. However, the downside is that this can then lead to 

a more fragmented picture, which could make comparisons between different organisations harder. 

Ultimately, the most appropriate research approach or combination of techniques depends on an 

ƻǊƎŀƴƛǎŀǘƛƻƴΩǎ ƻōƧŜŎǘƛǾŜǎΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǉǳŜǎǘƛƻƴǎ Ƴŀȅ ōŜ ŀ ǳǎŜŦǳƭ ƎǳƛŘŜ ŦƻǊ ǇǳōƭƛŎ ƛƴǘŜǊŜǎǘ ŀŘǾƻŎŀǘŜǎ 

involved in considering which research methodology to select when considering how to better understand 

long-term and complex trade-offs:  

¶ What is the overall purpose of the research (e.g., hard data on customer preferences; 

understanding trade-offs made by the public; the perspective of local communities etc.)?  

¶ What budget and time are available? Have you considered a mix of different research techniques 

to obtain the insights you seek and / or the order in which to do this?  

¶ For different research techniques, how informed do the public need to be about an issue, to be 

consulted on it? There are pros and cons of informing consumers at the start of a research activity 
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(it can increase understanding and motivate respondents to take part but, on the downside, may 

shade / influence their input).  

¶ What are the potential biases to be aware of? (e.g., ΨǇǊŜǎŜƴǘΩ ōƛŀǎΣ ΨƻǇǘƛƳƛǎƳΩ ōƛŀǎΣ ΨŦǊŀƳƛƴƎΩ ōƛŀǎ 

etc.) How can the research agency structure the research to avoid these?  

¶ Is the number of choices / variables being explored practical? For example, from both the point of 

view of the engaged public (too many may be confusing); and for those carrying out and using the 

research?  

¶ With which audience do you need to engage? (e.g., ΨƳŀƛƴǎǘǊŜŀƳΩ ŎǳǎǘƻƳŜǊǎ Ǿǎ ōǳǎƛƴŜǎǎΤ ƘŀǊŘ-to-

reach customers). How can you reassure that the sample is representative/appropriate? What 

research has already been conducted in this area? Is it comparable?  

¶ What research are others currently commissioning? How will this build on / complement that?  

¶ How / will the research be piloted? 

¶ ²Ƙƻ ǿƛƭƭ ΨƻǿƴΩ ǘƘŜ ǊŜǎŜŀǊŎƘΚ Iƻǿ ǿƛƭƭ ƛǘǎ ŦƛƴŘƛƴƎǎ ōŜ ŜȄǇǊŜǎǎŜŘ κ ƳŀŘŜ ǇǳōƭƛŎΚέ  

The table below summarises the research approaches, the types of situations they might be used for, and 

the outcomes that might reasonably be expected from adopting them. 

 

Table 2: Research approaches (source: Sustainability first) 

We consider this work by Sustainability first, including the commissioned report from Britain Thinks and 

London School of Economics as being germane to current considerations in Australia regarding effective 

engagement and assessment by the regulator of the effectiveness of engagement. 

Sustainability first applies a heavy weight to clarity about the objectives of any engagement activity, which 

we agree is crucial in determining whether an engagement activity or process is fit for the purpose for 

which it was intended. They also recognise that there is a plurality of objectives for engagement, which can 

all have legitimacy. 

There is clarion recognition that effective engagement utilises different methodologies for different 

purposes, an important concept that the Australian energy regulator has also recognised. 
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Perhaps this is frustrating to regulators that generally prefer effectiveness measures that have the elegance 

of an unambiguous quantitative measure to determine effectiveness, (or not) when assessing the 

effectiveness of consumer engagement.  

The report recognises the importance of good qualitative evidence / measures as well. The Britain 

Thinks/LSE table above appropriately recognises that different engagement methodologies (research 

approaches) deliver either robust data or deep insight; no methodology delivers both. Yet the Sustainability 

first analysis is crystal clear that both robust data and deep insight are crucial in meaningful outcomes; we 

concur. 

Gill Owen Lecture 7th February 20187, presented by Sharon Darcy. 

Dr Gill Owen was a CCP colleague and highly respected international academic whose work focused on 

ŎƻƴǎǳƳŜǊ ƻǳǘŎƻƳŜǎΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ŦƻǊ ǾǳƭƴŜǊŀōƭŜ ŎǳǎǘƻƳŜǊǎΦ ¢ƻ ƘƻƴƻǳǊ DƛƭƭΩǎ ŎƻƴǘǊƛōǳǘƛƻƴ ŀ ƭŜŎǘǳǊŜ ǿŀǎ ƘŜƭŘ 

in her honour in February 2018 and presented by Sharon Darcy from Sustainability first. 

{ƘŀǊƻƴΩǎ ƭŜŎǘǳǊŜ ǿŀǎ ǘƛǘƭŜŘ άPutting customer, future customer and wider stakeholder interests at the heart 

of company and regulatory decision-making - beyond window dressingέ, with her perspective being from 

UK energy markets. 

The lecture included the overview of public engagement, reproduced in Figure 4.  

 

Figure 4: Public engagement (Source: Gill Owen Lecture, 2018, Sharon Darcy from Sustainability first) 

CCP17 Observations 

 

7 https://www.aer.gov.au/system/files/Sharon%20Darcy%20-%20Sustainability%20First%20presentation%20-
%20Gill%20Owen%20Memorial%20Lecture%20-%207%20February%202017.pdf 

https://www.aer.gov.au/system/files/Sharon%20Darcy%20-%20Sustainability%20First%20presentation%20-%20Gill%20Owen%20Memorial%20Lecture%20-%207%20February%202017.pdf
https://www.aer.gov.au/system/files/Sharon%20Darcy%20-%20Sustainability%20First%20presentation%20-%20Gill%20Owen%20Memorial%20Lecture%20-%207%20February%202017.pdf


 

19 
 

¢ƘŜ ƻǾŜǊǾƛŜǿ ƛǎ ǇŀǊǘƛŎǳƭŀǊƭȅ ƛƴ ǳǎŜŦǳƭ ƛƴ ƛŘŜƴǘƛŦȅƛƴƎ ǾŀǊƛƻǳǎ ŀǳŘƛŜƴŎŜǎ όΨǇǳōƭƛŎΩύ ŦƻǊ ŜƴƎŀƎŜƳŜƴǘ ŀƴŘ ŦƻǊ ǘƘŜ 

different classes of outcomes (Triangulating different views).  Sharon also included the chart as part of a 

discussion about the Sustainability first New-Pin Final Report. 

The outstanding lecture was concluded with the following observations: 

¶ Under intense political pressure, energy companies in the UK are starting to listen to their 

customers and work with them to deliver the energy transition. 

¶ There is still a long way to go. 

¶ Companies have a major opportunity to seize the day and get better at engaging with their 

customers, consumers and wider stakeholders. 

¶ If they do not do this, they will be left behind in the new smart world of active demand and 

increasing calls for more participatory decision making. 

¶ In the absence of a more collaborative approach, they may even face failure. 

¶ Embedding public engagement in the business is crucial to manage risks in this area. 

¶ !ǳǎǘǊŀƭƛŀ Ŏŀƴ ƭŜŀǊƴ ŦǊƻƳ ǘƘŜ ¦Y ŜȄŀƳǇƭŜ ōǳǘ ΨƭƛŦǘ ŀƴŘ ǎƘƛŦǘΩ ŀǇǇǊƻŀŎƘŜǎ ǘƻ ŜƴƎŀƎŜƳŜƴǘ ŀǊŜ ǳƴƭƛƪŜƭȅ 

to work. 

¶ Engagement needs to have a clear purpose and reflect the context within which it is being 

introduced. 

¶ Boards need to lead, and engagement needs to go through the organisation ς like a ƎƻƭŘŜƴ ǘƘǊŜŀŘΦέ 

While this Gill Owen lecture was presented nearly 3 years ago, the focus on customer engagement at the 

time of energy transition is even more germane in a COVID / post COVID context and we suggest that the 

last three dot points remain particularly relevant to the considerations that we have summarised as Ψtable 

7Ω elements. 

¢ƘŜ ƻōǎŜǊǾŀǘƛƻƴ ǘƘŀǘ !ǳǎǘǊŀƭƛŀ Ŏŀƴ ƭŜŀǊƴ ŦǊƻƳ ¦Y ōǳǘ ǘƘŀǘ ΨƭƛŦǘ ŀƴŘ ǎƘƛŦǘΩ ŀǇǇǊƻŀŎƘŜǎ ŀǊŜ ǳƴƭƛƪŜƭȅ ǘƻ ōŜ 

effective, is a useful reminder that the best consumer engagement approaches are designed specifically 

for the context and challenges of the time. So, simply replicating approaches used elsewhere is unlikely to 

be effective. This includes temptations to replicate methodologies that have been effective for a particular 

Australian network business at a particular time and context. 

The observation that engagement needs to have clear purpose and reflect context has been strongly made 

in the New-Pin Final Report and was clearly a strong learning for Sustainability first some time ago, a 

learning that has currency in Australia. 

The final clear message from the lecture was the importance of Boards leading with engagement being 

άǘƘŜ ƎƻƭŘŜƴ ǘƘǊŜŀŘέ ǘƘŀǘ ƭƛƴƪǎ ŀƭƭ ŜƭŜƳŜƴǘǎ ƻŦ ŀƴ ƻǊƎŀƴƛǎŀǘƛƻƴΦ ²Ŝ ǎǳƎƎŜǎǘ ǘƘŀǘ ǎƻƳŜ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ 

in Australia have not demonstrated visible Board support for their engagement, however the more 

successful businesses have.  

¢ƘŜ ǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ WŜƳŜƴŀΩǎ tŜƻǇƭŜ tŀƴŜƭ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǘƻ a Board member is a recent example of 

.ƻŀǊŘ ƭŜŀŘŜǊǎƘƛǇ ŀƴŘ ǾƛǎƛōƛƭƛǘȅΦ ¢Ƙƛǎ ōŜƛƴƎ ǊŜŎƻƎƴƛǎŜŘ ŀǎ ŀƴ ŀǎǎŜǎǎƳŜƴǘ ƳŜŀǎǳǊŜ ƛƴ ΨǘŀōƭŜ тΩ ƛǎ ǊŜƛƴŦƻǊŎŜŘΦ 

²Ŝ ŀƭǎƻ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ ǊƻƭŜ ƻŦ Ψ.ƻŀǊŘǎ ƭŜŀŘƛƴƎΩ applies to regulators, including the AER, with their 

leadership that has been provided around consumer engagement very constructive to date and needing to 

continue. 
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1.4 Application of the AER draft framework as observed in the Draft Decisions 

wŜŎƻƎƴƛǎƛƴƎ ǘƘŀǘ ΨǘŀōƭŜ тΩ ƛǎ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ŀǎǇŜŎǘǎ ƻŦ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘΣ ōȅ ǘƘŜ !9wΣ 

ǘƘƛǎ ǎŜŎǘƛƻƴ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ŦƻǳǊ ŜƭŜƳŜƴǘǎ ƻŦ ΨǘŀōƭŜ тΩ ŀƎŀƛƴǎǘ ǘƘŜ ŎƻƳƳŜƴǘŀǊȅ ŦǊƻƳ ǘƘŜ ŦƛǾŜ ±ictorian 

electricity distribution Draft Decisions.  

²Ŝ ƛŘŜƴǘƛŦȅ ΨŎƭǳŜǎΩ ŀōƻǳǘ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ !9wΩǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǿƛǘƘ ǊŜǎǇŜŎǘ 

to the four elements, these being: 

1. nature of engagement, 

2. breadth and depth, 

3. clearly evidenced impact, and 

4. proof point. 

¢Ƙƛǎ ǘƘŜƴ ƭŜŀŘǎ ǘƻ ǎƻƳŜ ƻōǎŜǊǾŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ŦǳǘǳǊŜ ŀǇǇƭƛŎŀǘƛƻƴ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ΨǘŀōƭŜ тΩ. 

Nature of engagement 

In considering the AusNet Services engagement approach, the AER said:  

άOverall we consider that AusNet {ŜǊǾƛŎŜǎΩ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǿŀǎ ƎŜƴǳƛƴŜΣ ƛƴŘŜǇŜƴŘŜƴǘ 

and consumer focused. We have not undertaken a formal audit against the IAP2 spectrum. 

IƻǿŜǾŜǊΣ ŦǊƻƳ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǇǊƻǾƛŘŜŘ ƛǘ ǿƻǳƭŘ ŀǇǇŜŀǊ ǘƘŀǘ !ǳǎbŜǘΩǎ ǇǊƻǇƻǎŀƭ ƛǎ ōǊƻŀŘƭȅ 

consistent with the collaōƻǊŀǘŜ ƻǊ ŜƳǇƻǿŜǊ ŜƴŘ ƻŦ ǘƘŜ ǎǇŜŎǘǊǳƳΦέ 

In response to WŜƳŜƴŀΩǎ ŜƴƎŀƎŜƳŜƴǘΣ ǘƘŜ !9w ǎŀƛŘ: 

άhǾŜǊŀƭƭ, we consider that Jemena's consumer engagement was genuine and collaborative. From 

the outset, in the development of its regulatory proposal, Jemena has strived to operate at the 

άŎƻƭƭŀōƻǊŀǘŜέ ƭŜǾŜƭ ƻŦ ŜƴƎŀƎŜƳŜƴǘ ƛƴ ǘƘŜ L!tн ǎǇŜŎǘǊǳƳΦέ 

Clue EŦŦŜŎǘƛǾŜ ŜƴƎŀƎŜƳŜƴǘ ƴŜŜŘǎ ǘƻ ōŜ άƎŜƴǳƛƴŜΣ ƛƴŘŜǇŜƴŘŜƴǘ ŀƴŘ ŎƻƴǎǳƳŜǊ ŦƻŎǳǎǎŜŘέ 

Clue 
9ƴƎŀƎŜƳŜƴǘ ǎƘƻǳƭŘ ƛƴŎƭǳŘŜ ŀǘ ƭŜŀǎǘ ǎƻƳŜ ŜƭŜƳŜƴǘǎ ǘƘŀǘ ŀǊŜ ŀǘ ǘƘŜ ΨŎƻƭƭŀōƻǊŀǘŜΩ ŀƴŘ 
ΨŜƳǇƻǿŜǊΩ ŜƴŘ ƻŦ ǘƘŜ L!tн ǎǇŜŎǘǊǳƳ ƻŦ ǇǳōƭƛŎ ǇŀǊǘƛŎƛǇŀǘƛƻƴ 

Breadth and depth 

The AER made the following statement regarding the CPU engagement: ά/ƻƴǎǳƳŜǊǎ ǿŜǊŜ ŎƭŜŀǊƭȅ ŎƻƴǎǳƭǘŜŘ 

on a broad range of topics. However, this was often at a high level with the issues and agendas guided by 

ǘƘŜ ŘƛǎǘǊƛōǳǘƻǊΩǎ ǎǘŀŦŦΦ ²ƘƛƭŜ ǿŜ ŀǇǇǊŜŎƛŀǘŜ ǘƘŜ ǳǎŜ ƻŦ ²ƻƻƭŎƻǘǘ wŜǎŜŀǊŎƘ ǘƻ ǎǳǇǇƻǊǘ ǘƘŜ ŘƛǎǘǊƛōǳǘƻǊΩǎ 

engagement, we are not aware of independent resources being made available to consumers to assist in 

supporting their decision maƪƛƴƎ ŀƴŘ ŜƴƎŀƎŜƳŜƴǘΦέ 

Regarding AusNet Services and the NewReg approach, the AER said: 

άhǾŜǊŀƭƭ, ǿŜ ŎƻƴǎƛŘŜǊ ǘƘŀǘ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǿŀǎ ŀǇǇǊƻǇǊƛŀǘŜƭȅ broad and 

ǿŜƴǘ ƛƴǘƻ ŘŜǘŀƛƭ ǿƘŜǊŜ ƴŜŎŜǎǎŀǊȅΦέ 

While in considering Jemena, the AER said: 

άhǾŜǊŀƭƭΣ ǿŜ ŎƻƴǎƛŘŜǊ ǘƘŀǘ WŜƳŜƴŀϥǎ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǿŀǎ ōǊƻŀŘΣ ŎƻǾŜǊƛƴƎ ŀ ǊŀƴƎŜ ƻŦ ǘƻǇƛŎǎ 

across a diverse customer cohort. We consider the depth of engagement a challenge for Jemena, 

particularly in relation to the People's Panel. While the People's Panel covered a broad range of 
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topics, Jemena faced the challenge of building the capacity of everyday citizens to be able to 

ŜƴƎŀƎŜ ƛƴ ǘƘŜ ŎƻƳǇƭŜȄ ǘƻǇƛŎǎ WŜƳŜƴŀ ǿŀƴǘŜŘ ŦŜŜŘōŀŎƪ ƻƴΦέ 

Clue 
Consumers should have access to independent resources to enable their assessment / 
ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ŀ ŘƛǎǘǊƛōǳǘƻǊΩǎ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭ 

Clue 9ƴƎŀƎŜƳŜƴǘ ƴŜŜŘǎ ǘƻ ƻŎŎǳǊ ŀǘ ŀǇǇǊƻǇǊƛŀǘŜ ƭŜǾŜƭǎ ƻŦ ŘŜǘŀƛƭΣ ƴƻǘ Ƨǳǎǘ ōŜƛƴƎ άƘƛƎƘ ƭŜǾŜƭέ  

Clue  Topics for engagement need to be set with consumers 

Clearly evidenced impact 

The AER made the following statement regarding the CPU engagement:  

ά²Ŝ ǊŜŎƻƎƴƛǎŜ ǘƘŜ ǿƻǊƪ ǘƘŀǘ Ƙŀǎ ƎƻƴŜ ƛƴǘƻ ǎƘŀǇƛƴƎ ǘƘŜ ŜƴƎŀƎŜƳŜƴǘ ǇǊƻŎŜǎǎΦ IƻǿŜǾŜǊΣ ǿŜ ƘŀǾŜ 

been unable to clearly identify the elements of the proposal that were shaped by consumer 

preferences. This has lessened the weight which the AER has been able to give to the consumer 

engagement process in this draft determination. Although we believe there are still many 

opportunities for the revised proposals to outline and clarify how this engagement specifically 

ǎƘŀǇŜŘ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜƛǊ ǇǊƻǇƻǎŀƭǎΦέ 

Regarding AusNet Services, the AER said:  

άΧ ǿŜ ōŜƭƛŜǾŜ ǘƘŀǘ overall, ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳ Ƙŀǎ ŀǎǎƛǎǘŜŘ ƛƴ ŦƻŎǳǎǎƛƴƎ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ 

attention on the priorities of consumers, which has had a positive impact on the development of 

ƛǘǎ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭΦ ¢Ƙƛǎ Ƙŀǎ ǊŜǎǳƭǘŜŘ ƛƴ ŀ ŘŜƳƻƴǎǘǊŀǘŜŘ ŎǳƭǘǳǊŀƭ ǎƘƛŦǘ ƛƴ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ 

approach to developing its regulatory proposals and putting customers at the heart of its 

decision making. 

CƻǊ WŜƳŜƴŀΩǎ ŜƴƎŀƎŜƳŜƴǘ ǘƘe AER concluded: 

ά²Ŝ ŦƛƴŘ ǘƘŀǘ WŜƳŜƴŀϥǎ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ Ƙŀǎ ǎŜǘ ƻǳǘ ǿƛǘƘ ǇǳǊǇƻǎŜ ŀƴŘ ƛƴǘŜƴǘ ǘƻ ŜƴǎǳǊŜ 

that the views of consumers were included in the development of its regulatory proposal. Jemena 

achieved this using a range of engagement strategies and a willingness to try new approaches 

in order to involve the full diversity of customer segments, from low-income households through 

to large customers and energy retailers.έ  

άFurther, as observed by CCP17, Jemena has been innovative and attempted to make to make 

engageƳŜƴǘ ΨŦǳƴΩ ǿƘƛŎƘ ƛǎ ŀ ŎƘŀƭƭŜƴƎŜ ƛƴ ǘƘŜ ŜƴŜǊƎȅ ǎǇŀŎŜΦ ²Ŝ ŀƎǊŜŜ ǿƛǘƘ //tмтΩǎ ƻǾŜǊŀƭƭ 

ŀǎǎŜǎǎƳŜƴǘΣ ǘƘŀǘ WŜƳŜƴŀΩǎ ŎƭŀƛƳ ǘƻ ōŜ ƻǇŜǊŀǘƛƴƎ ŀǘ ƻǊ ƴŜŀǊ ǘƘŜ L!tн ƭŜǾŜƭ ƻŦ ϥŎƻƭƭŀōƻǊŀǘŜϥ ƛǎ άǊŜŀƭ 

ƛƴ ǇǊŀŎǘƛŎŜ ŀǎ ǿŜƭƭ ŀǎ ŀǎǇƛǊŀǘƛƻƴέΦ 

Clue 
Clear evidence needed to demonstrate how engagement with consumers / stakeholders has 
influenced proposals, particularly where there is an increase in expenditure.  

Clue 
ά/ǳƭǘǳǊŀƭ ǎƘƛŦǘέ ǿƛǘƘƛƴ ǘƘŜ ǊŜƎǳƭŀǘŜŘ ōǳǎƛƴŜǎǎ ƛǎ ŀƴ ƛƳǇƻǊǘŀƴǘ ƻǳǘŎƻƳŜ ƻŦ ŎƻƴǎǳƳŜǊ 
engagement. 

Proof point 

The AER made the following statement regarding the United Energy engagement:  
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ά¦ƴƛǘŜŘ 9ƴŜǊƎȅ ƛǎ ǇǊƻǇƻǎƛƴƎ ƳŀǘŜǊƛŀƭƭȅ ƛƴŎǊŜŀǎŜŘ ŜȄǇŜƴŘƛǘǳǊŜΦ !ǎ ƻǳǘƭƛƴŜŘ ƛƴ ǎŜŎǘƛƻƴǎ нΦп όŎŀǇŜȄύ 

and 2.5 (opex) we do not consider United Energy provided enough evidence that increasing 

allowances above the historical level would be in the long-term interest of consumers. The 

ƻǳǘŎƻƳŜǎ ƻŦ ¦ƴƛǘŜŘ 9ƴŜǊƎȅΩǎ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǇǊƻŎŜǎǎ ƘŀǾŜ ƴƻǘ ǇŜǊǎǳŀŘŜŘ ǘƘŜ !9w ǘƘŀǘ ŀ 

more thorough bottom-up analysis is not warranted, or that the increased expenditure forecasts 

should be accepted in the face of this bottom-up ŀƴŀƭȅǎƛǎΦέ 

In assessing the AusNet Services engagement, the AER said:  

ά²Ŝ ŀŎŎŜǇǘ ǘƘŀǘ ǘƘŜ ǊŜǾŜƴǳŜ ǇǊƻǇƻǎŀƭ ǎǳōƳƛǘǘŜŘ ōȅ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ ǿŀǎ ŘŜǾŜƭƻǇŜŘ ǿƛǘƘ ǘƘŜ 

influence of its consumers, who through the Customer Forum found that the revenue proposal 

represents overall value for money for customers. We agree with CCP17, EUAA and VCO that the 

ƻǳǘŎƻƳŜǎ ŦǊƻƳ ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ ƴŜƎƻǘƛŀǘƛƻƴ ǇǊƻŎŜǎǎ ǎƘƻǳƭŘ ƛƴŦƻǊƳ ǊŀǘƘŜǊ ǘƘŀƴ ŘŜǘŜǊƳƛƴŜ 

our decision. As a result, we have applied appropriate weight to whether the proposal addresses 

the concerns of consumers, as required by the Rules, and ensured that the revenue proposal 

ƳŜŜǘǎ ǘƘŜ ŎŀǇŜȄ ŀƴŘ ƻǇŜȄ ŎǊƛǘŜǊƛŀΦέ 

{ƛƳƛƭŀǊƭȅΣ ƛƴ ŎƻƴǎƛŘŜǊƛƴƎ WŜƳŜƴŀΩǎ ŜƴƎŀƎŜment the AER said:  

ά²Ŝ ŀŎŎŜǇǘ ǘƘŀǘ ǘƘŜ ǊŜǾŜƴǳŜ ǇǊƻǇƻǎŀƭ ǎǳōƳƛǘǘŜŘ ōȅ WŜƳŜƴŀ ǿŀǎ ŘŜǾŜƭƻǇŜŘ ƛƴ ŎƻƭƭŀōƻǊŀǘƛƻƴ ǿƛǘƘ 

its consumers and reflects the feedback received, with some elements of the proposal, such as 

capex evidently influenced by consumers. As noted in our AusNet Services overview, we consider 

that consumer engagement should inform rather than determine our decision. As a result, we 

have applied appropriate weight to aspects of the proposal that address the concerns of 

consumers and ensured that our draft decision meets ǘƘŜ wǳƭŜǎ ŎǊƛǘŜǊƛŀΦέ  

We note that the AER also said:  

ά²Ŝ ŎƻǳƭŘ ƴƻǘ ŎƭŜŀǊƭȅ ǎŜŜ Ƙƻǿ WŜƳŜƴŀΩǎ ŎƻƴǎǳƳŜǊǎ ƘŀŘ ŜƴƎŀƎŜŘ ƻƴ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ǘƘŜ 

ǇǊƻǇƻǎŜŘ ƻǇŜȄ ŦƻǊŜŎŀǎǘ ŀƴŘ ƻǳǊ ŀǎǎŜǎǎƳŜƴǘ ŦƻǳƴŘ ǘƘŀǘ WŜƳŜƴŀΩǎ ƻǇŜȄ Ƙŀǎ ōŜŜƴ ǊŜƭŀǘƛǾŜƭȅ 

inefficient over time and in the 2018 base yearέ. 

 This matter is considered in the Jemena Opex section of this submission, section 4.2. 

Clue tǊŜŦŜǊŜƴŎŜ ŦƻǊ ƎǊŜŀǘŜǊ ǿŜƛƎƘǘ ǘƻ ōŜ ƎƛǾŜƴ ǘƻ άǘƻǇ Řƻǿƴέ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊŜŎŀǎǘǎ 

Clue Consumer engagement should inform rather than determine tƘŜ ǊŜƎǳƭŀǘƻǊΩǎ ŘŜŎƛǎƛƻƴǎ 

Clue 
Higher weights can / should be afforded by the regulator to aspects of a proposal that address 
consumer concerns 

{ǳƳƳŀǊȅ ƻŦ ƻōǎŜǊǾŀǘƛƻƴǎ όΨŎƭǳŜǎΩύ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǘŀōƭŜ ǘŀƪŜǎ ǘƘŜ ΨŎƭǳŜǎΩ ǘƘŀǘ ǿŜ ƘŀǾŜ ƛŘŜƴǘƛŦƛŜŘ ŀōƻǾŜΣ matches them ŀƎŀƛƴǎǘ ΨǘŀōƭŜ тΩ ŀƴŘ 

ǘƘŜƴ ǇǊƻǾƛŘŜǎ ǎƻƳŜ ŎƻƳƳŜƴǘŀǊȅ ŦǊƻƳ //tмт ŀōƻǳǘ ǘƘƛǎ ŦƛǊǎǘ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ΨǘŀōƭŜ тΩΦ 
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Clue Table 7 Elements CCP17 Comment 

Effective engagement 

ƴŜŜŘǎ ǘƻ ōŜ άƎŜƴǳƛƴŜΣ 

independent and 

consumer focussed 

Shown as ά9ȄŀƳǇƭŜέ ŦƻǊ 

element 1, (Nature of 

9ƴƎŀƎŜƳŜƴǘύ άǎƛƴŎŜǊƛǘȅ ƻŦ 

ŜƴƎŀƎŜƳŜƴǘΦέ 

!ƎǊŜŜŘΣ ǘƘƻǳƎƘ ΨƳŜŀǎǳǊŜƳŜƴǘΩ ƻŦ ǎƛƴŎŜǊƛǘȅ 

is not clear cut and will need to be 

qualitative. 

Some IAP2 Collaborate / 

empower processes 

IAP2 spectrum elements 

are not specifically 

mentioned, but clearly 

implied. 

Strong support for key aspects of 

engagement to be at the Collaborate level 

ǿƛǘƘ ǇǊƻƳƛǎŜ ǘƻ ǇǳōƭƛŎ άǿŜ ǿƛƭƭ ƛƴŎƻǊǇƻǊŀǘŜ 

ȅƻǳǊ ŀŘǾƛŎŜ Χƛƴǘƻ ǘƘŜ ŘŜŎƛǎƛƻƴǎ ǘƻ ǘƘŜ 

ŦǳƭƭŜǎǘ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜέ. Empowerment 

remains desirable and aspirational. 

Consumers should have 

access to independent 

resources to enable 

their assessment. 

{Ƙƻǿƴ ŀǎ ά9ȄŀƳǇƭŜέ ŦƻǊ 

element 1, (Nature of 

9ƴƎŀƎŜƳŜƴǘύ άŎƻƴǎǳƳŜǊǎ 

provided with impartial 

ǎǳǇǇƻǊǘέ 

Also, Element 2, (Breadth 

ŀƴŘ 5ŜǇǘƘύ άŎƻƴǎǳƳŜǊǎ 

ŀōƭŜ ǘƻ ǘŜǎǘ ŀǎǎǳƳǇǘƛƻƴǎέ  

Adequate resourcing for active consumer-

side engagement remains problematic and 

is crucial to thorough engagement. 

Topics for engagement 

need to be set with 

consumers 

Element 1 (Nature of 

ŜƴƎŀƎŜƳŜƴǘύ ά/ƻƴǎǳƳŜǊǎ 

partner in forming the 

ǇǊƻǇƻǎŀƭέ 

Element 2 (Breadth and 

5ŜǇǘƘύ ά/ƻƴǎǳƳŜǊǎ ŀōƭŜ ǘƻ 

influence topics for 

ŜƴƎŀƎŜƳŜƴǘέ 

Table 7 does not explicitly state that 

consumers should be part of setting the 

topics for engagement. This is a stronger 

measure than those given in table 7 and 

should be added in a next iteration of the 

table 

Engagement needs to 

occur at appropriate 

levels of detail, not just 

ōŜƛƴƎ άƘƛƎƘ ƭŜǾŜƭέ 

¢Ƙƛǎ ΨŎƭǳŜΩ ƛǎ ƴƻǘ ǎǇŜŎƛŦƛŎŀƭƭȅ 

given in table 7, though the 

expectation is clear that 

consumers are engaged on 

a breadth of topics. 

This is a tension in assessing consumer 

ŜƴƎŀƎŜƳŜƴǘΦ άtǊƻƻŦ tƻƛƴǘέ ƭƻƻƪǎ ŦƻǊ 

ǇǊƻǇƻǎŀƭǎ ǘƘŀǘ ŀǊŜ ƛƴ ƭƛƴŜ ǿƛǘƘ ΨǘƻǇ ŘƻǿƴΩ 

analysis while consumers also need to be 

ŜƴƎŀƎŜŘ ƛƴ ΨŀǇǇǊƻǇǊƛŀǘŜ ŘŜǘŀilΩ. 

Clear evidence needed 

to demonstrate how 

engagement with 

consumers / 

stakeholders has 

influenced proposals, 

particularly for $ 

increases 

Consistent with both 

elements 3 and 4 (Clearly 

Evidenced Impact) and 

(Proof Point)  

¢Ƙƛǎ ΨŎƭǳŜΩ ƛǎ ŀǘ ǘƘŜ ƴǳō ƻŦ ŎƻƴǎǳƳŜǊ 

engagement. Increases in expenditure in 

particular need to be supported by a 

diversity of consumers/stakeholders. 



 

24 
 

Clue Table 7 Elements CCP17 Comment 

ά/ǳƭǘǳǊŀƭ ǎƘƛŦǘέ ŜǾƛŘŜƴǘ 

within the regulated 

business 

The ΨŎƭǳŜΩ ƛǎ ƴƻǘ ƭƛǎǘŜŘ ƛƴ 

ΨǘŀōƭŜ тΩ, though 

compatible with element 3 

(Clearly Evidenced Impact) 

άΧ ŎƻƴǎǳƳŜǊǎ ƎƛǾŜƴ ŀŎŎŜǎǎ 

to distributors CEO and/or 

Board) 

This is also a highly significant outcome from 

consumer engagement and also requires 

qualitative measures for assessment. 

Preference for greater 

weight to be given to 

άǘƻǇ Řƻǿƴέ ŜȄǇŜƴŘƛǘǳǊŜ 

forecasts 

9ƭŜƳŜƴǘ п όtǊƻƻŦ tƻƛƴǘύ άƛƴ 

line with or lower than our 

top-down ŀƴŀƭȅǎƛǎέ 

This expectation helps to set parameters for 

engagement, but also is part of the tension 

between άtop downέ analysis, while 

consumers also need to be engaged in 

ΨŀǇǇǊƻǇǊƛŀǘŜ ŘŜǘŀƛƭΩ. 

Higher weights can / 

should be afforded by 

the regulator to aspects 

of a proposal that 

address consumer 

concerns. 

Element 3 (Clearly 

Evidenced Impact) 

άǎǳōƳƛǎǎƛƻƴǎ ƻƴ ŀ ǇǊƻǇƻǎŀƭ 

show consumers feel the 

impact is consistent with 

ǘƘŜƛǊ ŜȄǇŜŎǘŀǘƛƻƴǎΦέ 

Strong support for this approach 

Consumer engagement 

should inform rather 

than determine the 

ǊŜƎǳƭŀǘƻǊΩǎ ŘŜŎƛǎƛƻƴǎ 

Not explicitly mentioned in 

table 7. 

¢Ƙƛǎ ΨŎƭǳŜΩ ƛǎ ǎǘǊƻƴƎƭȅ ǎǳǇǇƻǊǘŜŘΣ ǘƘƻǳƎƘ ǿŜ 

consider it to be more of an understanding 

ƻŦ ǘƘŜ ǊŜƎǳƭŀǘƻǊΩǎ ǊƻƭŜ ǊŀǘƘŜǊ ǘƘŀǘ ŀƴ 

element or measure for assessment of 

engagement. 

Table 3: CCP17 observations of engagement relative to objectives (source: CCP17) 

We observe that the AER has sought to carefully apply the elements of table 7 and particularly to give 

attention to the examples of how the elements can be assessed. There would appear to be some need for 

clarification in application to the Victorian electricity distribution businessesΩ regulatory proposals.  

For example, the extent to which consumers are involved with setting the topics for engagement goes a 

ǎǘŜǇ ŦǳǊǘƘŜǊ ǘƘŀƴ ŜȄǇŜŎǘƛƴƎ άŀ ŎƭŜŀǊ ƛŘŜƴǘƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ǘƻǇƛŎǎ ŦƻǊ ŜƴƎŀƎŜƳŜƴǘέ ŀƴŘ άŎƻƴǎǳƳŜǊǎ Ǉŀrtner 

ƛƴ ŦƻǊƳƛƴƎ ǘƘŜ ǇǊƻǇƻǎŀƭ ǊŀǘƘŜǊ ǘƘŀƴ ŀǎƪŜŘ ŦƻǊ ŦŜŜŘōŀŎƪ ƻƴ ǘƘŜ ŘƛǎǘǊƛōǳǘƻǊǎ ǇǊƻǇƻǎŀƭέ.  

We are aware that both Australian Gas Networks and Powerlink have conducted co-design processes at 

the outset of their engagement strategies. The value of cultural shift occurring within businesses, through 

their engagement, is also an important element of engagement. 

We also recognise that some aspects of the elements from table 7 cannot be assessed using quantitative 

measures, meaning that more work will need to be undertaken to develop qualitative measures to assist 

the AER in assessing the effectiveness of the breadth of consumer engagement. 
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1.5 CCP17 reflections on ΨTable 7Ω 

The following is a series of reflections from CCP17 about whether there may be anything missing from 

ΨǘŀōƭŜ тΩ, along with some observations about the four elements, based both on our own experience and 

on the various comments from the rest of this section. Table 7, as published by the AER is given as Table 1 

earlier in this section. 

What is missing or could be made more overt? 

The following comments provide CCP17 reflection about what might be missing or under-represented from 

ΨǘŀōƭŜ тΩ ŀƴŘ ŀǊŜ ƛƴǘŜƴŘŜŘ for discussion and further debate, building on the groundwork provided by the 

table and the analysis and thinking behind it. Each of these measures should be reflected in assessment of 

consumer engagement. 

a) The need for a clear relationship between any assessment and a broader, tangible vision, including 

a defined timeframe. 

The experience of both Sustainability first / New-Pin and the CEER ς BEUC 2030 Vision for Energy 

Consumers emphasise the importance of the context in which consumer engagement occurs and the value 

ƻŦ ǿƘŀǘ ǿŜ ǿƛƭƭ Ŏŀƭƭ άǘŀƴƎƛōƭŜ Ǿƛǎƛƻƴέ ǿƘƛŎƘ ǇǊƻǾƛŘŜǎ ƎǊŜŀǘŜǊ ǎǇŜŎƛŦƛŎƛǘȅ ŦƻǊ a long-term objective like the 

NEO.  

Consumers and network businesses would be better placed to engage with each other with a short, but 

clearer set of (say) 10-year objectives than currently exist in Australia. We recognise that there is potential 

for the Energy Charter and other current processes to make progress on this front. 

b) Recognition that various objectives for engagement can exist. 

The overseas examples that we have cited recognise that there is a range of objectives that can occur from 

engagement, with table 2 from Sustainability first providing a useful overview of these objectives.  

The role of engagement in developing trust and in enhancing culture change within businesses as well as 

consumer groups and other stakeholders has been recognised by the AER in considering the Victorian 

electricity distribution businessŜǎΩ engagement, but we suggest needs to be made more overt in future 

iterations of table 7. 

c) Engagement activity needs to be part of a wider engagement strategy and plan. 

Any engagement activity needs to be part of an engagement strategy and plan that includes commentary 

about the purpose of engagement for the business, the consumers and stakeholders with whom 

engagement will occur and measures of effectiveness of engagement that will be utilised and reported. 

d) Qualitative as well as quantitative measures are necessary. 

¢ƘŜ ά.Ǌƛǘŀƛƴ ¢Ƙƛƴƪǎέ ŀƴŘ [ƻƴŘƻƴ {ŎƘƻƻƭ ƻŦ 9ŎƻƴƻƳƛŎs paper prepared for Sustainability first provides very 

ƘŜƭǇŦǳƭ ŎƻƳƳŜƴǘŀǊȅ ƻƴ ŘƛŦŦŜǊŜƴǘ άǊŜǎŜŀǊŎƘ ŀǇǇǊƻŀŎƘŜǎέ ŀƴŘ ǘƘŜ ƛƴǘŜƴŘŜŘ ƻǳǘŎƻƳŜǎ ŦƻǊ ǿƘƛŎƘ ǾŀǊƛƻǳǎ 

approaches / engagement methodologies are most helpful. 

¢ƘŜ ǘŀōƭŜ ǘƘŀǘ ƛƴŎƭǳŘŜǎ ŎƻƭǳƳƴǎ ƛƴŘƛŎŀǘƛƴƎ άōŜǎǘ ŦƻǊέ Ǌƻōǳǎǘ Řŀǘŀ ŀƴŘ ŘŜŜǇ ƛƴǎƛƎƘǘ ǿŜ ǘƘƛƴƪ ƛǎ ǿƻǊǘƘȅ ƻŦ 

further consideration by the AER to identify measures for assessing the elements that are both qualitative 

as well as quantitative. 

e) Engagement must demonstrably address inclusiveness and equity. 

WhƛƭŜ ǘŀōƭŜ т ƛƴŎƭǳŘŜǎ άƳǳƭǘƛǇƭŜ ŎƘŀƴƴŜƭǎ ǳǎŜŘ ǘƻ ŜƴƎŀƎŜ ǿƛǘƘ ŀ ǊŀƴƎŜ ƻŦ ŎƻƴǎǳƳŜǊǎ ŀŎǊƻǎǎ ŀ ŘƛǎǘǊƛōǳǘƻǊΩs 

ŎƻƴǎǳƳŜǊ ōŀǎŜέ, we think that a greater emphasis in assessment of consumer engagement should be given 

to equity considerations, with a particular focus on low income and disadvantaged households. This has 

ōŜŜƴ ŀ ǎǘǊŜƴƎǘƘ ƻŦ ǘƘŜ !9wΩǎ /h±L5 ǊŜǎǇƻƴǎƛǾŜƴŜǎǎΦ ¢ƘŜǎŜ ŀǊŜ ǘƘŜ ƘƻǳǎŜƘƻƭŘǎ ŦƻǊ ǿƘƻƳ ƘƛƎƘ ŜƴŜǊƎȅ Ŏƻǎǘǎ 

have had the greatest negative impact over the last couple of decades.  
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f) The transparency of engagement - not only doing but being seen to do - is important. 

Engagement processes and discussions need to be transparent to all stakeholders, ƛƴŎƭǳŘƛƴƎ ΨŎƻƴǎǳƳŜǊǎ ŀǘ 

ƭŀǊƎŜΩΦ 

g) Engagement needs to be well organised and resourced.  

Engagement needs to be well organised with documentation circulated before engagement activities with 

participants having enough time to read and understand the material to be presented and discussed. 

Effective organisation is timely in setting event times well in advance, in providing updates and providing 

written records of meeting decisions and actions. Good organisation is respectful of participants and 

recognises that most people engaged with energy businesses have multiple other roles and responsibilities 

with most consumer groups having limited resourcing to participate. 

h) Engagement must be integrated ǿƛǘƘ ΨōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭΩ. 

Effective engagement is ongoing, and any engagement activity needs to both be part of a broader 

engagement strategy and plan and also link with ongoing engagement undertaken by the business. 

i) Good engagement builds capacity and capability; not only in that of stakeholders but also of the 

company itself. 

Effective engagement builds the understanding and capacity of participants and builds the experience and 

expertise of the business.  

j) 9ƴƎŀƎŜƳŜƴǘ Ƴǳǎǘ ōŜ Ψōƛ-ŦƻŎŀƭΩ ς that is, not only address medium-term plans, but also demonstrate 

Innovation, looking well forward and taking a strategic view. 

Some Australian energy network businesses are increasingly looking for regulatory allowances that allocate 

expenses for innovation, and the European and UK analysis that we have mentioned cites innovation as a 

crucial issue particularly in times of transition.  We agree that innovation is an especially important aspect 

of energy market transformation over coming years and that consumers need to be included in every 

aspect of innovation consideration.  Consequently, we think there is scope for measures for consumer 

engagement that explicitly consider innovation. In a similar vein, the measures should have a stronger 

ΨŦƻǊǿŀǊŘ ƭƻƻƪƛƴƎΩ ǇŜǊǎǇŜŎǘƛǾŜ ǘƻ ōŀƭŀƴŎŜ ǘƘŜ ƭƛƴƪǎ ǘƻ Ǉŀǎǘ ŀƴŘ ŎǳǊǊŜƴǘ ŜȄǇŜǊƛŜƴŎŜΦ  This could be linked with 

the business narratives that CCP has encouraged businesses to develop and disseminate. 

The Four Elements ς CCP17 Observations 

a) Nature of Engagement  

¢ƘŜ ƴƻǘƛƻƴ ƻŦ ΨǎƛƴŎŜǊƛǘȅΩ ƻŦ ŜƴƎŀƎŜƳŜƴǘ ǿƛǘƘ ŎƻƴǎǳƳŜǊǎ ǎǘŀƴŘǎ ƻǳǘ ŦƻǊ ǘƘƛǎ ŜƭŜƳŜƴǘ ŀƴŘ how it is assessed. 

Assessment of a concept like sincerity is clearly vexed with there being no ready quantitative method to 

unambiguously determine the extent of sincerity or genuineness of an engagement activity or process. 

That having been said, the regulator should start with the presumption that network businesses and 

consumers enter into engagement with sincerity. A lack of sincerity would need to be demonstrated to 

perceive otherwise. 

We also strongly agree that independence of consumers is paramount, and this includes resourcing. 

Impartial support and assistance are also crucial. 

Importantly too, this element should assess the extent to which consumers were able to set the agenda by 

having clear input from the beginning, about topics or issues that they wanted to explore. Consumers 

should also be able to influence topics for consideration throughout any engagement process. 

An absolute priority as part of Nature of Engagement is the recognition that there is a wide diversity of 

engagement methodologies and even a diversity of intended engagement outcomes, so the choice of 

engagement methodology is crucial. It would be inappropriate for the regulator or any other party to seek 
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to impose any particular methodology for engagement or to assume / imply that there is a superior or 

preferred methodology. Just as technology neutrality is essential for the engineering side of the network 

business, methodological neutrality is essential for engagement work of a network business. 

We also note the theme that was drawn out earlier in this section from European and UK experience about 

the importance of context, including the bigger picture, in assessing the effectiveness of any engagement 

activity. This could usefully be added as a measure in the next iteration of table 7. 

b) Breadth and Depth 

The AER has indicated that both breadth and depth of engagement are important for engagement. In Ψtable 

7Ω, the following measure is given: 

ά/ƻƴǎǳƳŜǊǎ consulted on a broad range of topics.έ 

In the clues from Draft Determinations, we identified: 

ά9ƴƎŀƎŜƳŜƴǘ ƴŜŜŘǎ ǘƻ ƻŎŎǳǊ ŀǘ ŀǇǇǊƻǇǊƛŀǘŜ ƭŜǾŜƭǎ ƻŦ ŘŜǘŀƛƭΣ ƴƻǘ Ƨǳǎǘ ōŜƛƴƎ άƘƛƎƘ ƭŜǾŜƭ.έ 

 and  

άtǊŜŦŜǊŜƴŎŜ ŦƻǊ ƎǊŜŀǘŜǊ ǿŜƛƎƘǘ ǘƻ ōŜ ƎƛǾŜƴ ǘƻ άǘƻǇ Řƻǿƴέ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊŜŎŀǎǘǎΦ 

We understand from the Draft DeterminationsΩ commentary that while recognising the need for both 

ōǊŜŀŘǘƘ ŀƴŘ ŘŜǇǘƘ ƻŦ ŜƴƎŀƎŜƳŜƴǘΣ ŀ ƘƛƎƘŜǊ ǿŜƛƎƘǘ ƛǎ ŀŦŦƻǊŘŜŘ ǘƻ ΨŘŜǇǘƘΩ ƻŦ ŜƴƎŀƎŜƳŜƴǘΦ //tмт ŎƻƴǎƛŘŜǊǎ 

this to be a particularly important ŎƻƴǎƛŘŜǊŀǘƛƻƴ ŀƴŘ ǎƻƳŜ ƳŜƳōŜǊǎ ƭŜŀƴ ǘƻǿŀǊŘǎ ΨōǊŜŀŘǘƘΩ ƻŦ ŜƴƎŀƎŜƳŜƴǘ 

ōŜƛƴƎ ƻŦ ƘƛƎƘŜǊ ǿŜƛƎƘǘΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ƎƛǾŜƴ ǘƘŜ !9wΩǎ ǊƻƭŜ ŀƴŘ ŎŀǇŀŎƛǘȅ for deep analysis.  

We recognise that there are pros and cons with methodologies that focus on either breadth or depth for 

engagement, as noted below. 

Breadth 

Pros 

¶ recognises the non-homogeneity of consumer views 

¶ provides for a range of consumer views, including from more disadvantaged 

communities. 

¶ can help build capacity by bringing large and small business together with household 

consumers and advocates to identify common ground and to work through points of 

difference. 

¶ can enable higher-level response to a topic or series of topics over a relatively short 

period of time 

Cons 

¶ difficult to build capacity through deeper understanding of key issues across a diversity of 

(mainly poorly resourced) customer and customer interest groups. 

¶ can allow the network business to have greater control over the agenda / topics to be 

considered. 

¶ loud consumer voices can dominate, to the exclusion of others. 
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Depth 

Pros 

¶ can build trust between all participants 

¶ enables more complex issues to be worked through in detail 

¶ facilitates greater equality between business and consumer perspectives can debate 

¶ provides greater opportunity for the network business to be challenged 

Cons 

¶ hƻǿ ŘŜŜǇ ƛǎ άǘƻƻ ŘŜŜǇέΚ ¢ƘŜǊŜ ƛǎ ŀ ǇƻǘŜƴǘƛŀƭ ŦƻǊ ŎƻƴǎƛŘŜǊŀōƭŜ ǘƛƳŜ ŀƴŘ ŜŦŦƻǊǘ ǘƻ ōŜ ǎǇŜƴǘ 

on relatively non-productive but highly detailed topics 

¶ potential to miss the bigger picture by focusing on detail 

¶ cost, both in dollars and time for network businesses as well is for consumers who are 

ǇŀǊǘ ƻŦ ǘƘŜ ΨŘŜǇǘƘΩ ǇǊƻŎŜǎǎŜǎ 

Table 4: Pros and cons of the breadth and depth of engagement (source: CCP17) 

A ΨǘƘƻǳƎƘ ŜȄǇŜǊƛƳŜƴǘΩ ƛǎ ŀǘǘŀŎƘŜŘ ŀǎ ŀǇǇŜƴŘƛȄ п ǘƘŀǘ ǊŀƛǎŜǎ ǉǳŜǎǘƛƻƴǎ ŀōƻǳǘ ǿƘŜǘƘŜǊ ǘƘŜǊŜ ŀǊŜ ŜƴƎŀƎŜƳŜƴǘ 

ǎǘǊŀǘŜƎƛŜǎ ǘƘŀǘ ƘŀǾŜ ŀƴ ƻǇǘƛƳŀƭ ƳƛȄ ƻŦ ΨōǊŜŀŘǘƘΩ ŀƴŘ ΨŘŜǇǘƘΩ ŀŎǘƛǾƛǘƛŜǎ ŀƴŘ Ƙƻǿ ǘƘŜȅ ƳƛƎƘǘ ōŜ ƳŜŀǎǳǊŜŘΦ 

c) Clearly evidenced impact 

Various CCP subpanels have summarised consumer engagement, at its most basic, through three 

questions: 

1. What was tried? 

2. What was heard? 

3. What was applied? 

²ƛǘƘ ǘƘŜ ǊŜǎǇƻƴǎŜ ǘƻ άǿƘŀǘ ǿŀǎ ŀǇǇƭƛŜŘκέ ōŜƛƴƎ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ. We strongly agree with the direction 

of the measures being considered in Ψtable 7ΩΣ ŀōƻǳǘ ǘƘŜ ŜƭŜƳŜƴǘ ƻŦ άclearly evidenced iƳǇŀŎǘΦέ  

The ultimate measure of consumer preferences and perspectives being incorporated into a regulatory 

proposal is through customers and consumer groups clearly stating this, independently, for example in 

submissions to the AER. We note that timing (an 8 January deadline for responses for this important set of 

regulatory proposals is not consumer friendly timing), as well as resourcing and capacity hinder this as a 

measure that can be applied regularly. We suggest that it is quite appropriate for the AER to directly ask 

consumer groups and consumer interests about the extent that the consumer voice has been reflected in 

a regulatory proposal. 

CCP17 also strongly supports a measure for assessment as being the extent to which CEOs, senior staff and 

Board members of network businesses are both cognisant of and more importantly engaged with their 

ōǳǎƛƴŜǎǎΩǎ consumers and have a clear understanding about what consumers are telling them. (CCP 

members have seen examples of high-quality consumer engagement being undertaken by the engagement 

team in a network business, only to realise that engagement outcomes are not evident further up the 

management line).  

As Sharon Darcy said: άconsumer engagement is the golden thread that must run through all aspects of a 

businessέΦ 
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d) Proof Point 

This element of assessment of consumer engagement raises the really important question of top-down 

versus bottom-ǳǇ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ŀ ƴŜǘǿƻǊƪΩǎ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀl. The Ψtable 7Ω ŀǎǎŜǎǎƳŜƴǘ ƻŦ άtǊƻƻŦ tƻƛƴǘέ 

is weighted towards opex and capex proposals that are in line with or lower than historical expenditure 

and in line with AER top-down analysis.  

There are aspects of this suggested approach that we think need further development: 

1. Why engage with consumers at some (bottom-up or project specific) depth when a final regulatory 

proposal can be (at least theoretically) approved on the basis that proposed expenditures were in 

line with historical expenditure? This assumes that historical and current expenditures are 

άƳŀǘŜǊƛŀƭƭȅ ŜŦŦƛŎƛŜƴǘέ ǿƘŜƴ ǘƘŜǊŜ Ŏŀƴ ōŜ ŀ ŦŀƛǊ ōƛǘ ƻŦ ŦƭŜȄ ƛƴ ǘƘŜ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ άƳŀǘŜǊƛŀƭƭȅέ. More 

importantly though is the extent to which consumers are engaged in the detail, particularly for 

higher expenditure projects and with complex and emerging issues. 

2. To what extent can consumers be satisfied that past performance is efficient? 

- The relying on top-down assessment based on past or current performance assumes that 

current expenditure both opex and capex is efficient and in the best interests of customers. 

This approach can mean that past period, high expenditure levels are carried through to 

some extent to the current expenditure which may not be efficient in the current settings.  

- Even reductions in capex and opex do not necessarily lead to best outcomes for customers. 

¢Ƙƛǎ ǿŀǎ ŜǾƛŘŜƴǘ ǿƛǘƘ 9ǎǎŜƴǘƛŀƭ 9ƴŜǊƎȅΩǎ ƭŀǎǘ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭ ǿƘŜƴ, after award-winning 

consumer engagement and reductions in both operating expenditure and capital 

expenditure, prices were still going to go rise for customers. This was largely due to a RAB 

άƻǾŜǊƘŀƴƎέ ŦǊƻƳ Ǉŀǎǘ ǇŜǊƛƻŘǎ ǘƘŀǘ ŎƻǳƭŘ ǇƻǘŜƴǘƛŀƭƭȅ ƘŀǾŜ ōŜŜƴ ƳƛǎǎŜŘ ōȅ ŀ ǘƻǇ-down 

assessment of opex and capex. Essential Energy continued their engagement with customers 

and responded proactively to explore options to reduce RAB impact on future customer bills.  

3. Is a broader consideration ƻŦ ǘƘŜ ǇǊƻǇƻǎŀƭ Ψŀǎ ŀ ǿƘƻƭŜΩ ǊŜǉǳƛǊŜŘΣ ǊŀǘƘŜǊ ǘƘŀƴ Ƨǳǎǘ ŀ ŦƻŎǳǎ ƻƴ opex 

and capex? Elements of a regulatory proposal beyond opex and capex expenditures can have a 

ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇŀŎǘ ƻƴ ŎǳǎǘƻƳŜǊǎΦ CƻǊ ŜȄŀƳǇƭŜΣ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ǇǊƻǇƻǎŀƭ ŦƻǊ ŀŎŎŜƭŜǊŀǘŜŘ 

ŘŜǇǊŜŎƛŀǘƛƻƴ ƘŀŘ ŀ ƳŀƧƻǊ ƛƳǇŀŎǘ ƻƴ ŎǳǎǘƻƳŜǊǎΩ bills yet was outside the remit of the Customer 

Forum.  

4. How are broader contextual measures considered?  

The context in which a regulatory proposal was developed are important and so assessment 

of engagement needs to build in a forward-looking component reflective of context as well as 

assessing proposed expenditure against past and current expenditure levels. 

1.6 CCP17 comments 

This section commenced by raising 3 questions pertinent to consideration of Ψtable 7Ω which provides a 

framework for assessment of consumer engagement by energy network businesses, these questions being: 

1. What is effective consumer engagement for energy network (natural monopoly) businesses? 

2. How is consumer engagement assessed, particularly by an (economic) regulator? 

3. What roles should a regulator play in encouraging continuous improvement in consumer 

engagement? 

We now summarise our thinking regarding these three questions. 
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1. What is effective consumer engagement for energy network (natural monopoly) businesses? 

Our views on this are well summarised by Sharon Darcy who described consumer engagement as a golden 

ǘƘǊŜŀŘ ǘƘŀǘ Ǌǳƴǎ ǘƘǊƻǳƎƘ ŀƭƭ ŀǎǇŜŎǘǎ ƻŦ ŀ ōǳǎƛƴŜǎǎΩǎ ŀŎǘƛǾƛǘȅ ŀƴŘ ŎŜǊǘŀƛƴƭȅ ƭŜŀŘ ōȅ /9hΣ .ƻŀǊŘ ƳŜƳōŜǊǎ ŀƴŘ 

senior staff. 

²Ŝ ǊŜŎƻƎƴƛǎŜ ǘƘŀǘ ǘƘŜ ǇǳōƭƛǎƘƛƴƎ ƻŦ ΨtŀōƭŜ тΩ ǘƻ ǊŜŦƭŜŎǘ !9w ǘƘƛƴƪƛƴƎ, particularly about assessing good 

quality consumer engagement, is the most recent stage of an evolving process that has had prominence 

particularly over the last 4 to 5 years.  

We also observe that energy network businesses have responded relatively rapidly to increase their 

consumer engagement understanding, expertise and practice and have been prepared to trial a diversity 

of engagement methodologies to respond to different settings and different challenges and that each of 

the Victorian distribution businesses has undertaken high-quality engagement. 

The observation that engagement needs to have a clear purpose and reflect context has been strongly 

made in the New-Pin Final Report and was clearly a strong learning for Sustainability first some time ago, 

a learning that has currency in Australia: context matters. 

Effective engagement is designed with consumers / consumer groups, with engagement strategies 

designed to consider the context in which engagement topics are to occur, and also provide input from a 

broad range of consumer perspectives. In addition, the design must provide opportunity for detailed focus 

on priority areas including major expenditure items, and particularly the tough challenges facing the 

business. A different set of engagement approaches will need to be applied to each engagement activity / 

strategy - any prescription of methodology or engagement approach would be counter-productive. 

9ƴƎŀƎŜƳŜƴǘ ƴŜŜŘǎ ǘƻ ƛƴŎƭǳŘŜ ŀ ǎǘǊƻƴƎ ΨŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎΩ ŜƭŜƳŜƴǘΦ 

Effective consumer engagement will also include a focus on methodologies which apǇƭȅ ŀǘ ǘƘŜ ΨŎƻƭƭŀōƻǊŀǘŜΩ 

ŀƴŘ ΨŜƳǇƻǿŜǊΩ ƭŜǾŜƭǎ ƻŦ ǘƘŜ L!tн ǎǇŜŎǘǊǳƳ ŦƻǊ ǇǳōƭƛŎ ǇŀǊǘƛŎƛǇŀǘƛƻƴΣ ǿƛǘƘ ǘƘŜ ŀǎǎƻŎƛŀǘŜŘ ΨǇǊƻƳƛǎŜǎ ǘƻ ǘƘŜ 

ǇǳōƭƛŎΩ ōŜƛƴƎΣ ŦƻǊ ΨŎƻƭƭŀōƻǊŀǘŜΩ, άǿŜ ǿƛƭƭ ƭƻƻƪ ǘƻ ȅƻǳ ŦƻǊ ŀŘǾƛŎŜ ŀƴŘ ƛƴƴƻǾŀǘƛƻƴ ƛƴ ŦƻǊƳǳƭŀǘƛƴƎ ǎƻƭǳǘƛƻƴǎ ŀƴŘ 

incorporate your advice and recommendations into ǘƘŜ ŘŜŎƛǎƛƻƴǎ ǘƻ ǘƘŜ ŦǳƭƭŜǎǘ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΦέ ¢ƘŜ 

ΨŜƳǇƻǿŜǊΩ ǇǊƻƳƛǎŜ ǘƻ ǘƘŜ ǇǳōƭƛŎ ƛǎ άǿŜ ǿƛƭƭ ƛƳǇƭŜƳŜƴǘ ǿƘŀǘ ȅƻǳ ŘŜŎƛŘŜΦέ ²Ŝ ŎƻƴǎƛŘŜǊ ƳƻǾƛƴƎ ǘƻ ǎƻƳŜ 

ŀŎǘƛǾƛǘȅ ŀǘ ǘƘŜ ΨŜƳǇƻǿŜǊΩ ŜƴŘ ƻŦ ǘƘŜ L!t2 ǎǇŜŎǘǊǳƳ ǎƘƻǳƭŘ ōŜ ǘƘŜ ΨǎǘǊŜǘŎƘ ǘŀǊƎŜǘΩ ǘƘŀǘ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ 

set themselves. 

A note re NewReg 

Regarding NewReg, it is important to put this strategy, which was applied by AusNet Services into context. 

It was a trial of a new approach to consumer engagement that was influenced by a strong desire to explore 

an approach of direct negotiation between consumer interest and network business, in an Australian 

energy business setting. The approach was effectively conducted by AusNet Services with each of the five 

members of the Customer Forum making substantial contributions.  

The trial has been very effective. At the same time, other network businesses have also applied 

engagement strategies appropriate to their business and these too have been effective and developed 

sound learning. The lessons from NewReg, and the suite of other engagement approaches that have been 

applied by other energy network businesses now need to be taken forward to improve future engagement 

which will need to be bespoke for each network business and the context at the time. 

2. How is consumer engagement assessed, particularly by an (economic) regulator? 

¢Ƙƛǎ ǉǳŜǎǘƛƻƴ ƛǎ ŀŘŘǊŜǎǎŜŘ ōȅ ƻǳǊ ǊŜǎǇƻƴǎŜǎ ǘƻ άǘŀōƭŜ тΣέ ǿƘƛŎƘ ǿŜ ƘŀǾŜ ŘŜǎŎǊƛōŜŘ ŀǎ ōŜƛƴƎ a helpful next 

step in the development of robust and responsive consumer influence on energy network expenditure 

planning and development. Our observations include: 
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1. The relationship between assessment and a broader, tangible vision, i.e.  NEO spelled out, applied 

and within a defined timeframe.  The experience of both Sustainability first / New-Pin and the 

CEER ς BEUC 2030 Vision for Energy Consumers emphasise the importance of context in which 

consumer engagement occurs and ǘƘŜ ǾŀƭǳŜ ƻŦ ǿƘŀǘ ǿŜ ǿƛƭƭ Ŏŀƭƭ άǘŀƴƎƛōƭŜ ǾƛǎƛƻƴΦέ  

2. The need to recognise the various objectives that can occur for engagement.   

3. Consumer outcomes (efficient value for money services) that include: 

a. Cultural (to alter behaviour and culture in sectors and with consumers) and  

b. Legitimacy (shaping service levels or packages and helping to ensure decisions are seen as 

legitimate / acceptable)  

4. The role of engagement in developing trust and in enhancing culture change within businesses as 

well as consumer groups should be more overt. 

5. Qualitative as well as quantitative measures. ¢Ƙƛǎ ǊŜŎƻƎƴƛǎŜǎ ǘƘŜ ǾŀƭǳŜ ƻŦ ōƻǘƘ άǊƻōǳǎǘ Řŀǘŀέ ŀƴŘ 

άŘŜŜǇ ƛƴǎƛƎƘǘέ  

6. Inclusiveness/equity 

7. Innovation/forward looking 

In addition to these observations, we have also considered the four elements from table 7 and suggest 

areas for further consideration and refinement, particularly for two of the categories, we suggest:  

Breadth and Depth 

²Ŝ ƘŀǾŜ ƴƻǘŜŘ ǘƘŜ Ǌƛǎƪ ƻŦ ŎƻƴǎƛŘŜǊƛƴƎ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ ǘƻ ōŜ ŀ ΨōǊŜŀŘǘƘ ǾŜǊǎǳǎ ŘŜǇǘƘΩ 

question and are strongly of the view that solid consumer engagement includes both breadth and depth, 

using appropriate methodologies for each. 

We have played with an idea that may help to assess optimal combinations of breadth and depth together, 

and we suggest that assessment of the breadth and depth of engagement will necessarily involve both 

qualitative as well as quantitative measures.  

Proof Point 

We ƘŀǾŜ ǎǳƎƎŜǎǘŜŘ ǘƘŀǘ ǘƘŜ ŀǎǎŜǎǎƳŜƴǘ ǇǊƻǇƻǎŜŘ ŀǎ ΨǇǊƻƻŦ ǇƻƛƴǘΩ Ƴŀȅ ǇƭŀŎŜ ǘƻƻ ƳǳŎƘ ǊŜƭƛŀƴŎŜ ƻƴ ǘƻǇ-

Řƻǿƴ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ŜȄǇŜƴŘƛǘǳǊŜ ǿƛǘƘ ǘƘŜ ΨǊŜŀǊ ǾƛŜǿ ƳƛǊǊƻǊΩ ǇŜǊǎǇŜŎǘƛǾŜ, but inadequate forward-looking 

perspective. 

We propose a three-step assessment process with regard to the proof point element, these being in the 

following sequence: 

1. Is the regulatory proposal in line with outcomes from the various AER assessment models (PTRM, 

repex etc)? 

2. Have the important aspects (expenditure and from the business narrative) been effectively 

engaged with consumers and consumer input evidently influential? 

3. Does the proposal make sense from a top-down perspective i.e., in line with or lower than current 

expenditure (ά¢ƘŜ Ǉǳō ǘŜǎǘέ), after all of the considerations and analysis, does the outcome feel 

right for consumers? 

²Ŝ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŜƴŀōƭŜǎ ǘƘŜ ǾŀǊƛƻǳǎ ŀǎǇŜŎǘǎ ƻŦ ΨǇǊƻƻŦ ǇƻƛƴǘΩ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǎŜǇŀǊŀǘŜƭȅ ŀǎ 

well as in combination. 
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3   What roles should a regulator play in encouraging continuous improvement in consumer 

engagement? 

Along with continuing to debate and iterate the Ψtable 7Ω approach, we suggest that the AER could take the 

ά{ǘŀǘŜƳŜƴǘ ƻŦ 9ȄǇŜŎǘŀǘƛƻƴǎέ approach that has been applied to COVID during 2020 to develop a 

ά{ǘŀǘŜƳŜƴǘ ƻŦ 9ȄǇŜŎǘŀǘƛƻƴǎέ ŀōƻǳǘ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘΦ ¢Ƙƛǎ ǿƻǳƭŘ ōŜ ǇǊƛƴŎƛǇƭŜǎ ōŀǎŜŘΣ ǊŀǘƘŜǊ ǘƘŀƴ 

being prescriptive.  

The AER should also develop a section in Framework and Approach documentation that sets out clear 

expectations about a ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎΩǎ engagement and the assessment approaches that the AER intends 

to apply. 

¢ƘŜǊŜ ǿƻǳƭŘ ŀƭǎƻ ōŜ ƳŜǊƛǘ ƛƴ ǘƘŜ !9w ǿƻǊƪƛƴƎ ǿƛǘƘ ŎƻƴǎǳƳŜǊ ƎǊƻǳǇǎ ǘƻ ŘŜǾŜƭƻǇ ΨǘŀƴƎƛōƭŜ ǾƛǎƛƻƴΩ ǎǘŀǘŜƳŜƴǘǎ 

for Australia, say for the next decade. This could use the CEER-BEUC vision for consumers as a place to 

start. 

The AER should also set up a section on their website to specifically deal with Consumer Engagement, 

including the Consumer Engagement Guideline, AER engagement expectations (as identified in the 

preceding sentences), reports about consumer engagement and links to international reports and decisions 

regarding consumer engagement in regulated markets.  
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2 Commentary on the engagement by the Victorian 
distributors 

2.1 AusNet Services 

 

The major focus of AusNet ServicesΩ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ƭŜŀŘƛƴƎ ǳǇ ǘƻ ƭƻŘƎŜƳŜƴǘ ƻŦ ǘƘŜƛǊ wŜƎǳƭŀǘƻǊȅ 

Proposal in January 2020 was the work of the AusNet Services Customer Forum, the centrepiece of the 

NewReg Trial. According to the guidelines established for the NewReg trial, CCP17 did not participate as an 

observer in consumer engagement activities undertaken by the Customer Forum, and nor did CCP17 

evaluate the effectiveness of the consumer engagement role performed by the Customer Forum. This 

responsibility was assigned to Cambridge Economic Policy Associates (CEPA).  

/9t!Ωǎ Ƴƻǎǘ ǊŜŎŜƴǘ evaluation report ς ΨbŜǿ wŜƎΥ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ ¢Ǌƛŀƭ LƴǘŜǊƛƳ 9Ǿŀƭǳŀǘƛƻƴ wŜǇƻǊǘΩΣ ŘŀǘŜŘ 

4th December 20208 is intended to cover events up to and including the Draft Decision. CEPA explains: 

 άthis report will not present an evaluation of the trial against the Trial Assessment Factors. This 

reflects that, within the timelines for delivering this report, we have not been able to review AusNet 

{ŜǊǾƛŎŜǎΩ ǊŜǾƛǎŜŘ ǇǊƻǇƻǎŀƭΣ ǎǳōƳƛǎǎƛƻƴǎ ƻƴ ǘƘŜ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ƻǊ ǘǊƛŀƭ ǇŀǊǘƛŎƛǇŀƴǘǎΩ ŜǎǘƛƳŀǘŜǎ ƻŦ ǘƘŜƛǊ 

costs throughout the process (which will in any event not be known until the Final Decision)έΩ9 

hǾŜǊ ǘƘŜ ǘŜǊƳ ƻŦ ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ н-year engagement, CCP17 participated in four meetings with the 

Customer Forum to assist the Customer Forum in forming its views on issues within its scope, and to share 

perspectives on issues that are common across all network businesses. 

CCP17 did observe a limited set of consumer engagement events conducted by AusNet Services 

independently of the Customer Forum. Consequently, compared with our involvement in other Victorian 

5b{tǎΩ /ƻƴǎǳƳŜǊ 9ƴƎŀƎŜƳŜƴǘ ǇǊƻƎǊŀƳǎΣ //tмт ƘŀŘ ƭƛƳƛǘŜŘ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ǘƻ ǿƛǘƴŜǎǎ !ǳǎbŜǘΩǎ ŎƻƴǎǳƳŜǊ 

engagement program in practice. As a result, our observations were largely based on documented 

outcomes.  

In our !ŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 

Determination 2021-26, CCP17 expressed the view that: 

Ψthe AusNet ServƛŎŜǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭ ǎǘǊƻƴƎƭȅ ǊŜŦƭŜŎǘǎ ŎǳǎǘƻƳŜǊ ǇŜǊǎǇŜŎǘƛǾŜǎ ŦƻǊ ǘƘƻǎŜ 

aspects within scope for the Customer ForumΩ.10 

CCP17 has expressed concerns that limiting scope for the Customer Forum could restrict its ability to 

contribute to important aspects of the regulatory proposal on a holistic basis. For example, the application 

of accelerated depreciation had a significant impact on the regulated revenue outcome and hence on prices 

for customers, yet depreciation was not in-scope for the Customer Forum. We questioned whether the 

 

8 https://www.aer.gov.au/system/files/CEPA%20-%20New%20Reg%20AusNet%20Trial%20-
%20Interim%20Evaluation%20Report%20-%202020.pdf 
9 Ibid, p12 
10 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p19 
 

https://www.aer.gov.au/system/files/CEPA%20-%20New%20Reg%20AusNet%20Trial%20-%20Interim%20Evaluation%20Report%20-%202020.pdf
https://www.aer.gov.au/system/files/CEPA%20-%20New%20Reg%20AusNet%20Trial%20-%20Interim%20Evaluation%20Report%20-%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
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Customer Forum was ƛƴ ŀ Ǉƻǎƛǘƛƻƴ ǘƻ ŀǎǎŜǎǎ ǘƘŜ ΨhǾŜǊŀƭƭ wŜŀǎƻƴŀōƭŜƴŜǎǎΩ ƻŦ ǘƘŜ wŜǾŜƴǳŜ ǇǊƻǇƻǎŀƭ ǿƛǘhout 

being able to consider such a significant factor.11 This question was reiterated by the EUAA.12 

 

¢ƘŜ !9w 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ŦƻǳƴŘ ǘƘŀǘ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ regulatory proposal was strongly and directly 

influenced by its consumers13, and that proposed capex and opex proposals were clearly influenced by its 

commitment to consumer affordability14. Lǘ ŀƭǎƻ ŦƻǳƴŘ ǘƘŀǘ ǘƘŜ ǎŎƻǇŜ ƻŦ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ŜƴƎŀƎŜƳŜƴǘ ǿŀǎ 

ΨǎǳŦŦƛŎƛŜƴǘƭȅ ōǊƻŀŘΩ15. 

The AER has provided an analysis of AusNet Services engagement against the four elements ς nature of 

engagement, breadth and depth, clearly evidenced impact and proof point16.  

While ǿŜ ŀƎǊŜŜ ƭŀǊƎŜƭȅ ǿƛǘƘ ǘƘŜ !9wΩǎ ŀƴŀƭȅǎƛǎ in respect of the influence of the Customer Forum on AusNet 

{ŜǊǾƛŎŜǎΩ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭ, we are not convinced that important feedback provided by stakeholders has 

been fully considered. Recognising the limitations of its negotiation scope, some stakeholders challenged 

ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ ability to assess the overall reasonableness of the proposal. Stakeholders also 

requested that the AER ǎƘƻǳƭŘ ǳǎŜ ǘƘŜ ƻǳǘŎƻƳŜǎ ŦǊƻƳ ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ ƴŜƎƻǘƛŀǘƛƻƴ ǇǊƻŎŜǎǎ ǘƻ ƛƴŦƻǊƳ 

rather than determine their decision.  

There was support for closer AER scrutiny of aspects of the AusNet Services proposal that fell outside the 

/ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ ǎŎƻǇŜΦ //tмт agrees with this view. ²Ŝ ǎǳƎƎŜǎǘ ǘƘŀǘ ŎƘŀƴƎŜǎ ǘƻ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ 

regulatory proposal which have not been subject to close consideration by the Customer Forum, should be 

ǎǳōƧŜŎǘ ǘƻ ǘƘŜ !9wΩǎ ƴƻǊƳŀƭ ǎŎǊǳǘƛƴȅΦ    

 

Figure 5 below identifies the major consumer and stakeholder engagement activities conducted by AusNet 

Services since publication of the Draft Decision. 

The AusNet Services Regulatory Team also offered individual briefing sessions to interested stakeholders. 

In addition, AusNet Services convened a meeting with CCP17 on 7 December, and a stakeholder session on 

17 December to provide a briefing on the content of the Revised Regulatory Proposal. 

 

11 www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p19 
12 https://www.aer.gov.au/system/files/Energy%20Users%20Association%20of%20Australia%20-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020_0.pdf, p5 
13 https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-
%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-
%20September%202020.pdf, p5 
14 Ibid, p6 
15 Ibid, p5 
16 https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-
%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-
%20September%202020.pdf, pp46-52 

http://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
http://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
http://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Energy%20Users%20Association%20of%20Australia%20-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020_0.pdf
https://www.aer.gov.au/system/files/Energy%20Users%20Association%20of%20Australia%20-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020_0.pdf
https://www.aer.gov.au/system/files/Energy%20Users%20Association%20of%20Australia%20-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020_0.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20-%20Overview%20-%20September%202020.pdf
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Figure 5: AusNet Services ς Post Draft Decision customer engagement (EDPR Revised Revenue Proposal 

Stakeholder Session ς 17 December 2020) 

Stakeholder Sessions 27 October 

AusNet Services convened Stakeholder Sessions on 27 October to seek feedback on whether aspects of the 

ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭ ǎƘƻǳƭŘ ōŜ ŀƭǘŜǊŜŘ ƻǊ ǊŜƳŀƛƴ ǘƘŜ ǎŀƳŜ ƛƴ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΦ 

Areas where feedback was sought included: 

¶ Approaches for developing customer number and connections forecasts 

¶ Inclusion of Doreen zone substation 

¶ Re-proposing ICT Cloud Step Change 

¶ Further reallocation of metering costs to SCS 

¶ Alternative tariff options for medium to large businesses. 

During the session, stakeholders requested that AusNet Services consider Federal budget modelling of the 

impacts of COVID-19 in developing forecasts.  

Customer Forum 

AusNet Services re-engaged the Customer Forum and invited it to contribute views on AusNet {ŜǊǾƛŎŜǎΩ 

proposed amended EDPR submission. The Customer Forum provided its views in a Memorandum to 

AusNet Services which was lodged with the Revised Regulatory Proposal.17 It was noted that the views 

expressed in the Memorandum are confined to matters the Customer Forum has previously examined and 

commented on. 

The Customer Forum confirmed its support for the ICT Cloud Step Change and reallocation of metering 

Ŏƻǎǘǎ ǘƻ {/{Σ ōȅ ŘǊŀǿƛƴƎ ƻƴ ŎƻƴŎƭǳǎƛƻƴǎ ƴƻǘŜŘ ƛƴ ǘƘŜ /ǳǎǘƻƳŜǊ CƻǊǳƳΩǎ ǘǿƻ ŜŀǊƭƛŜǊ ŜƴƎŀƎŜƳŜƴǘ ǊŜǇorts.  

 

17 https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-
%202021-26%20-%20Appendix%203A%20-%20Customer%20Forum%20Memo%20-
%20December%202020.pdf 

https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20Appendix%203A%20-%20Customer%20Forum%20Memo%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20Appendix%203A%20-%20Customer%20Forum%20Memo%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20Appendix%203A%20-%20Customer%20Forum%20Memo%20-%20December%202020.pdf
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CCP17 attended the following events as observers: 

¶ 27 October Stakeholder Session 

¶ 6 November Customer Consultative Committee 

¶ 11 November AER EV tariffs workshop. 

We were not aware of, and hence did not attend: 

¶ 6 October Customer Consultative Committee 

¶ 27 October, 11 November tariff discussions 

¶ 20 October, 30 October, 9 November Public lighting sessions. 

CCP17 has not interacted with the Customer Forum during this period. 

 

Like the other Victorian DNSPs, AusNet Services was challenged by the limited time available for in-depth 

ŎƻƴǎǳƳŜǊ ŀƴŘ ǎǘŀƪŜƘƻƭŘŜǊ ŜƴƎŀƎŜƳŜƴǘ ōŜǘǿŜŜƴ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ŀƴŘ ǘƘŜ ŘŜŀŘƭƛƴŜ 

for submitting the Revised Regulatory Proposal. For AusNet Services, this challenge was exacerbated by 

the lack of a comprehensive Consumer and Stakeholder Engagement Plan spanning the full timeline of the 

regulatory reset process. 

Nevertheless, CCP17 considers that AusNet Services has effectively informed key stakeholders of the 

changes incorporated in its revised regulatory proposal, and has provided some opportunity for feedback. 

We also observed or saw documentation of instances where stakeholder feedback influenced the final 

proposal, i.e. development of forecast customer numbers, ICT Cloud Step Change, and reallocation of 

metering costs. 

Consistent with our Advice to the AER ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ 

Regulatory Determination 2021-26 18 , CCP17 observes that there are opportunities for ongoing 

improvement in AusNet Services engagement program including development of an overarching Consumer 

9ƴƎŀƎŜƳŜƴǘ {ǘǊŀǘŜƎȅΣ ƳƻǊŜ ǘǊŀƴǎǇŀǊŜƴŎȅ ƻŦ ǘƘŜ /ǳǎǘƻƳŜǊ /ƻƴǎǳƭǘŀǘƛǾŜ /ƻƳƳƛǘǘŜŜΩǎ ƻǇŜǊŀǘƛƻƴǎΣ 

development of contemporary interactive engagement tools, and targeted engagement with culturally and 

linguistically diverse consumers.   We encourage AusNet Services to give consideration to progressing these 

ŀƴŘ ƻǘƘŜǊ ƛƴƛǘƛŀǘƛǾŜǎ ǘƻ ŘŜǾŜƭƻǇ ŀ ΨǿƘƻƭŜ ƻŦ ōǳǎƛƴŜǎǎΩ ŀǇǇǊƻŀŎƘ ǘƻ ŎƻƴǎǳƳŜǊ ŀƴŘ ǎǘŀƪŜholder engagement 

for business-as-usual activities as well as future regulatory resets. 

2.2 Jemena Electricity Networks  

 

The PeopleΩǎ tŀƴŜƭ ǿŀǎ ŀ ŎƻǊŜ ŀǎǇŜŎǘ ƻŦ WŜƳŜƴŀΩǎ ŜƴƎŀƎŜƳŜƴǘ ǇǊƻƎǊŀƳ, being a group of 43 people 

selected from across the Jemena region to demographically reflect JemenaΩǎ ŎǳǎǘƻƳŜǊ ōŀǎŜΦ ¢ƘŜ ƎǊƻǳǇ 

was recruited by market research company, Capire and was brought together on 6 occasions (initially) to 

consider a selection of the main issues with which Jemena was grappling in preparing its regulatory 

proposal. The sessions were either all of Saturday workshops or extended evening events of about 3 hours. 

 

18 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p15 

https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
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We said in our response to the initial proposal: ΨCCP17 thinks that the diversity of engagement by Jemena 

over an extended period of time (nearly 2½ years) is as significant as the PeopleΩs Panel processΩ. WŜƳŜƴŀΩǎ 

other engagement comprised: 

¶ 43 residential customers involved with the PeopleΩs Panel over nine sessions 

¶ 13 focus groups 

¶ 319 online surveys completed 

¶ 7,400 visitors to the Jemena website for aspects of their regulatory proposal development 

engagement 

¶ ут ŘƛǊŜŎǘ άŎƻƴǘŀŎǘ ƘƻǳǊǎέ ƻŦ ŜƴƎŀƎŜƳŜƴǘ ŀŎǘƛǾƛǘȅ όŜȄŎƭǳŘƛƴƎ ƻƴƭƛƴŜύ 

¶ 10 Board and senior management members attended various engagement activities. 

hǳǊ ǊŜǾƛŜǿ ƻŦ WŜƳŜƴŀΩǎ ŜƴƎŀƎŜƳŜƴǘ ƛƴ ǘƘŜ ƭŜŀŘ ǳǇ ǘƻ ǘƘŜ ƭƻŘƎŜƳŜƴǘ ƻŦ ǘƘŜƛǊ ǇǊƻǇƻǎŀƭ ƛƴŎƭǳŘŜŘ ǘƘŜ 

following. 

ά¢ƘŜ engagement we have observed has many strengths including: 

A range of engagement strategies have been used. 

There has been strong intent to engage with a diversity of customer segments including lower 

income household customers, small business, local government, large businesses and energy 

retailers. 

! ŎƭŜŀǊ ŘŜǎƛǊŜ ǘƻ ƭƛǎǘŜƴ ǘƻ ŎǳǎǘƻƳŜǊ ƛƴǇǳǘ ŀƴŘ ǘƻ άƛƴŎƻǊǇƻǊŀǘŜ advice and recommendations into 

ŘŜŎƛǎƛƻƴǎ ǘƻ ǘƘŜ ƳŀȄƛƳǳƳ ǇƻǎǎƛōƭŜ ŜȄǘŜƴǘέΦ 

Willingness to try new approaches with the preparedness to accept that some approaches might 

ƴƻǘ άǿƻǊƪέ ōǳǘ ǘƘŀǘ ǘƘŜǊŜ ǿƛƭƭ ōŜ ƭŜŀǊƴƛƴƎǎ ǿƘŀǘŜǾŜǊ ƘŀǇǇŜƴǎΦ 

Preparedness to talk about innovation and not claim to have all the answers 

wŜŀƭ ŀǘǘŜƳǇǘ ǘƻ ƳŀƪŜ ŜƴƎŀƎŜƳŜƴǘ ΨŦǳƴΩ ǿƘƛŎƘ ƛǎ ŀ ŎƘŀƭƭŜƴƎŜ ƛƴ ǘƘŜ ŜƴŜǊƎȅ ǎǇŀŎŜΗ 

WŜƳŜƴŀ ŎƭŀƛƳǎ ǘƻ ōŜ ƻǇŜǊŀǘƛƴƎ ǘƘŜƛǊ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ŀǘ ƻǊ ƴŜŀǊ ǘƘŜ άŎƻƭƭŀōƻǊŀǘŜέ ƭŜǾŜƭ ƻŦ 

the IAP2 spectrum. From engagement that we have observed so far, we are inclined to accept this 

claim as being real in ǇǊŀŎǘƛŎŜ ŀǎ ǿŜƭƭ ŀǎ ŀǎǇƛǊŀǘƛƻƴΦέ 

 

  

The ŘŜǎƛƎƴ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ tŀƴŜƭ ǿŀǎ ǳƴŘŜǊǇƛƴƴŜŘ ōȅ ŀ ǎŜǘ ƻŦ ǇǊƛƴŎƛǇƭŜǎ ǘƻ ŜƴŀōƭŜ ǘƘƛǎ ǎŜǘ ƻŦ άŜǾŜǊȅŘŀȅ 

ŎƛǘƛȊŜƴǎέ ǘƻ ŘŜǾŜƭƻǇ ŀƴŘ ŀƎǊŜŜ ƻƴ ŀ Ǌƻōǳǎǘ ǎŜǘ ƻŦ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǘƻ ŘŜƭƛǾŜǊ ƻǳǘŎƻƳŜǎ ǘƘŀǘ ŎƻǳƭŘ ōŜ 

ǘǊǳǎǘŜŘ ōȅ ǘƘŜ ōǊƻŀŘŜǊ ŎƻƳƳǳƴƛǘȅΦ WŜƳŜƴŀΩǎ tŜƻǇƭŜΩǎ tŀƴŜl consumer engagement approach was 

recognised by the ENA / ECA Consumer Engagement Awards in 2019, with Jemena winning the award for 

ƛǘǎ ŎƻƴǎǳƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǿƻǊƪ ƛƴ ōƻǘƘ ǘƘŜ bŜǿ {ƻǳǘƘ ²ŀƭŜǎ Ǝŀǎ ƴŜǘǿƻǊƪ ŀƴŘ ƛƴ ±ƛŎǘƻǊƛŀΣ ŦƻǊ ǘƘŜ tŜƻǇƭŜΩǎ 

Panel approach. Through its engagement process, Jemena realised that its customers are not homogenous, 

and that each customer type has its own set of priorities and engagement requirements. For example, 

ƛƴƛǘƛŀǘƛǾŜǎ ƭƛƪŜ ǘƘŜ tŜƻǇƭŜΩǎ tŀƴŜƭ ǿŜǊŜ ƴƻǘ ŜŦŦŜŎǘƛǾŜ ŦƻǊ ǎƳŀƭƭ ōǳǎƛƴŜǎǎ customers, which responded to a 

survey approach instead. Large businesses were engaged through the regular account management 

process.
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Overall, we consider that Jemena's consumer engagement was broad, covering a range of topics across a 

diverse customer cohort. We consider the depth of engagement a challenge for Jemena, particularly in 

relation to the People's Panel. While the People's Panel covered a broad range of topics, Jemena faced the 

challenge of building the capacity of everyday citizens to be able to engage in the complex topics Jemena 

wanted feedback on.

Χ {ŜǾŜǊŀƭ ǎǘŀƪŜƘƻƭŘŜǊǎ ŜȄǇǊŜǎǎŜŘ ŎƻƴŎŜǊƴǎ ǿƛǘƘ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ƻŦ WŜƳŜƴŀΩǎ ƻǇŜȄ ŀƴŘ ǎǳƎƎŜǎǘŜŘ ǿŜ ǎƘƻǳƭŘ 

evaluate its opex efficiency and make an adjustment.

Clearly evidenced impact  

²Ŝ ŦƛƴŘ ǘƘŜ ǘƘŜƳŜǎ ŦǊƻƳ ǘƘŜ ōǊƻŀŘŜǊ ŜƴƎŀƎŜƳŜƴǘΣ ŀƭƻƴƎ ǿƛǘƘ ǘƘŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦǊƻƳ ǘƘŜ tŜƻǇƭŜΩǎ 

Panel reflected throughout the regulatory proposal. It is clear that Jemena is committed to including 

consumers in its decisions. For example, memōŜǊǎ ƻŦ WŜƳŜƴŀΩǎ ǎŜƴƛƻǊ ƭŜŀŘŜǊǎƘƛǇ ǘŜŀƳ ŀŎǘƛǾŜƭȅ ǇŀǊǘƛŎƛǇŀǘŜŘ 

in engagement activities and were on hand to personally accept the advice of the People's Panel, and after 

reviewing that advice, agreed to accept all 25 recommendations. 

We find that Jemena's consumer engagement has set out with purpose and intent to ensure that the views 

of consumers were included in the development of its regulatory proposal. Jemena achieved this using a 

range of engagement strategies and a willingness to try new approaches in order to involve the full diversity 

of customer segments, from low-income households through to large customers and energy retailers. 

Further, as observed by CCP17, Jemena has been innovative and attempted to make to make engagement 

ΨŦǳƴΩ ǿƘƛŎƘ ƛǎ ŀ ŎƘŀƭƭŜƴƎŜ ƛƴ ǘƘŜ ŜƴŜǊƎȅ ǎǇŀŎŜΦ ²Ŝ ŀƎǊŜŜ ǿƛǘƘ //tмтΩǎ ƻǾŜǊŀƭƭ ŀǎǎŜǎǎƳŜƴǘΣ ǘƘŀǘ WŜƳŜƴŀΩǎ 

ŎƭŀƛƳ ǘƻ ōŜ ƻǇŜǊŀǘƛƴƎ ŀǘ ƻǊ ƴŜŀǊ ǘƘŜ L!tн ƭŜǾŜƭ ƻŦ ϥŎƻƭƭŀōƻǊŀǘŜϥ ƛǎ άǊŜŀƭ ƛƴ ǇǊŀŎǘƛŎŜ ŀǎ ǿŜƭƭ ŀǎ ŀǎǇƛǊŀǘƛƻƴέΦ

As outlined in section 2.4, our assessment found thaǘ WŜƳŜƴŀΩǎ ǇǊƻǇƻǎŜŘ ŎŀǇŜȄ ǇǊƻǇƻǎŀƭ ǿŀǎ ŎƭŜŀǊƭȅ 

influenced by its commitment to consumer affordability. Its capex forecast is 2 per cent above its trend 

ŦǊƻƳ нлммΦ ²ƘƛƭŜ WŜƳŜƴŀΩǎ ǇǊƻǇƻǎŜŘ ŎŀǇŜȄ ƛǎ ƴƛƴŜ ǇŜǊ ŎŜƴǘ ŀōƻǾŜ ƛǘǎ ŀŎǘǳŀƭ ŀƴŘ ŜǎǘƛƳŀǘŜŘ ŜȄǇŜƴŘƛǘǳǊŜ ƛƴ 

the current regulatory period, the main drivers are investments for bush fire risk mitigation and Jemena's 

expenditure to facilitate increasing DER penetration, which was also influenced by consumers. Jemena's 

opex forecast was 29.6 per cent higher than its actual and estimated opex for the 2016ς20 period. As 

outlined in section 2.5, our draft decision alternative estimate of total opex is 12.3 percent higher (on a like 

for like basis, is 1.0 per cent lower) than Jemena's actual and estimated opex in the current regulatory 

ŎƻƴǘǊƻƭ ǇŜǊƛƻŘΦ ²Ŝ ŎƻǳƭŘ ƴƻǘ ŎƭŜŀǊƭȅ ǎŜŜ Ƙƻǿ WŜƳŜƴŀΩǎ ŎƻƴǎǳƳŜǊǎ ƘŀŘ ŜƴƎŀƎŜŘ ƻƴ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ǘƘŜ 

ǇǊƻǇƻǎŜŘ ƻǇŜȄ ŦƻǊŜŎŀǎǘ ŀƴŘ ƻǳǊ ŀǎǎŜǎǎƳŜƴǘ ŦƻǳƴŘ ǘƘŀǘ WŜƳŜƴŀΩǎ ƻǇŜȄ Ƙŀǎ ōŜŜƴ ǊŜƭŀǘƛǾŜƭȅ ƛƴŜŦŦƛŎƛŜƴǘ ƻǾŜǊ 

time and in the 2018 base year.
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a) Nature of engagement 

b) consumers provided with impartial support to engage with energy sector issues 

c) sincerity of engagement 

d) Breadth and depth 

e) consumers encouraged to test the assumptions and strategies underpinning the proposal 

f) Clearly evidenced impact 

g) proposal clearly tied to express views of consumers 

h) impact of engagement can be clearly identified 

This engagement will probably not result in a neat and definitive consumer view however we regard the 

ŜƴƎŀƎŜƳŜƴǘ ŀǎ ōŜƛƴƎ ǎƛƎƴƛŦƛŎŀƴǘ ƛƴ ǘƘŜ ΨǿǊŜǎǘƭƛƴƎΩ ǿƛǘƘ ǘƘŜ ǘƻǇƛŎǎ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘŜ ǊŜǎǳƭǘ ǘƘŀǘ Ƴŀȅ ōŜ 

delivered in the shorter term. Every individual involved from the PeopleΩs Panel and from the Jemena staff 

team invested considerabƭŜ ΨǇŜǊǎƻƴŀƭ ŎŀǇƛǘŀƭΩ ƛƴ ǘƘŜ ΨǿǊŜǎǘƭƛƴƎΩ ǘƘŀǘ ƻŎŎǳǊǊŜŘΦ 

2.3 CitiPower, Powercor and United Energy 

 

In our previous Advice to the AER,19 we recapped our substantial engagement with these three businesses 

in the run-up to the submission of their regulatory proposals to the AER in January 2020.  In that Advice we 

built on our previous Progress Report on Consumer Engagement by the Victorian Electricity Distribution 

Businesses for the 2021-2025 Regulatory Reset to the AER in March 2019, and some further comments 

that we had made in our presentation to the AER public forum in April 2020. 

CitiPower, Powercor and United Energy ran their consumer engagement based on a consistent approach 

and using the same Melbourne-based staff for each engagement activity. 

The consumer engagement activities regarding the upcoming regulatory proposals were branded 

ά9ƴŜǊƎƛǎŜŘ нлнм-нлнрέΦ  

The consumer engagement activities commenced with the publication of a single Regulatory Reset 

2021-2025 Stakeholder Engagement Plan in November 2017 that covered all three businesses ς CitiPower, 

Powercor and United Energy. 

We set out in that previous Advice how that plan had been followed. 

 

19 !ŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 3.6, pages 24-28 
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Since its inception in November 2017, CCP17 has liaised closely with the three businesses. 

We sent at least one CCP17 representative to most of the events to which we were invited, but clearly did 

not have the resource to attend every event.  We have generally encouraged the businesses on the paths 

that they have chosen, on the shared understanding that not every consumer engagement activity will 

prove successful.  The businesses were on a steep learning curve, and much learning came from trial and 

error. 

After the submission of their regulatory proposals to the AER in January 2020, COVID-19 started to affect 

meetings in Australia in March 2020.  We continued engagement via telephone and electronic remote 

meeting apps. We engaged directly with the businesses on their regulatory proposals submitted in January 

нлнлΣ ǇŀǊǘƛŎƛǇŀǘŜŘ ƛƴ ǘƘŜ !9wΩǎ ǾƛǊǘǳŀƭ ǇǳōƭƛŎ ŦƻǊǳƳ ƛƴ !ǇǊƛƭ нлнлΣ ŀƴŘ ƘŀŘ Ŧƻƭƭƻǿ-up discussions with the 

businesses after that forum. 

We noted that we understood that COVID-19 makes it more difficult for the businesses to engage with 

consumers. CitiPower, Powercor and United Energy have been using electronic means, including placing 

an interactive multi-media version of their AER Public Forum presentations and their regulatory proposal 

documents ƻƴ ǘƘŜƛǊ Ψ¢ŀƭƪƛƴƎ 9ƭŜŎǘǊƛŎƛǘȅΩ ǿŜōǎƛǘŜΦ 

At the completion of the engagement process, the businesses reviewed their process against their 

evaluation indicators. The businesses summarised this review including network specific indicators 

collected and whole of Energise 2021-2026 program indicators, and engagement process evaluation 

outcomes. 

²Ŝ ŀƎǊŜŜŘ ǿƛǘƘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ŎƻƴŎƭǳǎƛƻƴΥ 

We are committed to ongoing engagement with our customers and stakeholders. Engagement 

does not stop after the regulatory reset process. We are committed to improve our engagement 

process with customers and stakeholders now and into the future. 

¢ƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǎǘŀƪŜƘƻƭŘŜǊ ŜƴƎŀƎŜƳŜƴǘ ŀǇǇŜƴŘƛŎŜǎ ǘƻ ǘƘŜƛǊ WŀƴǳŀǊȅ нлнл ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭǎ ŜƴŘŜŘ 

with recommendations for the next reset. Engagement does not stop after the regulatory reset process 

ŀƴŘ ǎƘƻǳƭŘ ōŜ ŎƻƴǘƛƴǳŜŘ ŀǎ ΨōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭΩΦ ²Ŝ ƭƻƻƪŜŘ ŦƻǊǿŀǊŘ ǘƻ ǎŜŜƛƴƎ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ Ǉƭŀƴǎ ŦƻǊ 

Ψbusiness as usualΩ stakeholder engagement. 

 

In its draft decisions in September 2020, the AER agreed that 

For the purpose of engagement, CitiPower, Powercor and United Energy operated an overarching 

engagement program developed to support the three networks, noting that when differences were 

identified measures were taken to engage further or differently with customers and stakeholders 

as required. 

¢ƘŜ !9w ŀƭǎƻ ŦƻǳƴŘ ǘƘŀǘ άŦǊƻƳ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǇǊƻǾƛŘŜŘ ƛǘ ǿƻǳƭŘ ŀǇǇŜŀǊ ǘƘŀǘ /ƛǘƛtƻǿŜǊΩǎ ǇǊƻǇƻǎŀƭ ƛǎ 

broadly consisteƴǘ ǿƛǘƘ ǘƘŜ Ŏƻƴǎǳƭǘ ƻǊ ƛƴǾƻƭǾŜ ŜƴŘ ƻŦ ǘƘŜ ǎǇŜŎǘǊǳƳέΦ 

The AER stated: 

We acknowledge that CitiPower, Powercor and United Energy have done extensive work in 

reaching customers in order to gain a clearer understanding of the values of a diverse customer 

base. ¢Ƙƛǎ Ƙŀǎ ƻŎŎǳǊǊŜŘ ŀŎǊƻǎǎ ƳǳƭǘƛǇƭŜ ŎƘŀƴƴŜƭǎ ŀƴŘ ΨǘƻǳŎƘ ǇƻƛƴǘǎΩ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǘƘƛǎ ŘŜƎǊŜŜ 

of activity suggests a sincere level of engagement from the distributors. For example, CCP17 noted 

that they had no major issues with the consumer engagement and tƘŀǘ ǘƘŜȅ ǿŜǊŜ ǇƭŜŀǎŜŘ ǘƘŀǘ ΨǘƘŜ 

reports from Woolcott do not paint a picture of perfŜŎǘ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ŎǳǎǘƻƳŜǊǎΩΦ 
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The AER quoted widely from the submissions from CCP17 and from the Victorian Community Organisations 

(VCO). 

While some positive examples were quoted where the distributors demonstrated listening to feedback 

provided by stakeholders throughout their engagement process, overall the AER found: 

²Ŝ ǿŜǊŜƴΩǘ ŀƭǿŀȅǎ ŀōƭŜ ǘƻ ƛŘŜƴǘƛŦȅ Ƙƻǿ ŎƻƴǎǳƳŜǊ ǾƛŜǿǎ ǿŜǊŜ ƛƴŎƻǊǇƻǊŀǘŜŘ ƛƴ ǘƘŜƛǊ ǇǊƻǇƻǎŀƭǎΦ 

Χ 

We recognise the work that has gone into shaping the engagement process. However, we have 

been unable to clearly identify the elements of the proposal that were shaped by consumer 

preferences. This has lessened the weight which the AER has been able to give to the consumer 

engagement process in this draft determination. Although we believe there are still many 

opportunities for the revised proposals to outline and clarify how this engagement specifically 

shaped elements of their proposals. 

 

The three businesses took on board the comments of the AER, CCP17 and other stakeholders, 

acknowledging in their revised proposals: 

We are constantly learning and improving our engagement approach. 

For example, CCP17 had commented and the AER had quoted that the Energy Futures Customer Advisory 

Panel (EFCAP) set up by the businesses had not achieved its full potential.  CCP17 had concluded: 

We wait with interest to see how the EFCAP process will be reinvigorated, to provide a more 

pro-active advisory role in the coming months leading up to the regulatory proposals. 

The businesses responded: 

We have received relatively consistent feedback about our engagement over those four yearsτ

that while our engagement has been broad and comprehensive, a stronger link between 

engagement outcomes and our regulatory proposal was sought. In preparing our revised proposal, 

we have listened to our stakeholders and reshaped our engagement to a more collaborative and 

targeted program with key customer representatives, which complements our grass-roots 

approach. We established a new Customer Advisory Panel (CAP), comprising five informed 

representatives of different customer groups and policy makers. We have equipped the CAP with 

detailed information packs about our marquee programs and topics of engagement, allowing for 

deep and meaningful input into our revised proposal plans. This collaborative approach is the 

cornerstone of our revised proposalτtogether with the CAP we have reduced our expenditure 

proposal by $47 million to address our customers' growing affordability concerns. 

Χ 

Together with the CAP we have begun a process of developing measurable outcomes-driven 

commitments, that will ensure we deliver on the programs in our revised proposal, as well as other 

programs that form part of our business as usual improvements. We plan to finalise the 

commitments in the first quarter of 2021. These commitments will be endorsed by the Chief 

Executive Officer and the Executive Management Team and build on the already outstanding 

service outcomes we deliver year on year, that separate us from our peers. 

¢ƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǊŜǾƛǎŜŘ ǇǊƻǇƻǎŀƭǎ ƛƴŎƭǳŘŜ ǎƛƎƴƛŦƛŎŀƴǘ ǎŜŎǘƛƻƴǎ ƻƴΥ 

¶ ²Ƙŀǘ ǿŜΩǾŜ ōŜŜƴ ŘƻƛƴƎ ǎƛƴŎŜ ƻǳǊ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭΤ 

¶ ²ŜΩǾŜ ǊŜŎŜƛǾŜŘ ǾŀƭǳŀōƭŜ ŦŜŜŘōŀŎƪ ŦǊƻƳ stakeholders; 
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¶ Our engagement for the revised proposal is more targeted; 

¶ We have collaborated with the CAP to get the best outcomes for customers. 

The revised proposals include positive quotes from CAP members. For example, Gavin Dufty (St Vincent de 

Paul) is quoted as saying: 

The formation of the CAP is a significant step forward by CitiPower, Powercor and United Energy 

and is a step forward to further enhance consumer outcomes. I have found the meetings to date 

informative, respectful and responsive to views and expectations presented by members. As this 

process is developed, I believe it will lead to enhanced outcomes for energy consumers. 

Importantly, section 2.4 of the revised proposals addresses the issue raised by the AER that the AER was 

not always abƭŜ ǘƻ ƛŘŜƴǘƛŦȅ Ƙƻǿ ŎƻƴǎǳƳŜǊ ǾƛŜǿǎ ǿŜǊŜ ƛƴŎƻǊǇƻǊŀǘŜŘ ƛƴ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǇǊƻǇƻǎŀƭǎ ōȅ ǎŜǘǘƛƴƎ 

ƻǳǘ ƛƴ ǎƻƳŜ ŘŜǘŀƛƭ ά²Ƙŀǘ ǿŜϥǾŜ ƘŜŀǊŘ ŀƴŘ Ƙƻǿ ǿŜϥǾŜ ǊŜǎǇƻƴŘŜŘέΣ ŎƻǾŜǊƛƴƎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǘƻǇƛŎǎΥ 

¶ How we are improving our stakeholder engagement; 

¶ Shaping our Customer Strategy together; 

¶ Our revised Customer Enablement program; 

¶ Incorporating the impacts of COVID-19 in our forecasts; 

¶ Our revised Future Network proposal; and 

¶ Our revised wood poles asset management proposal. 

These are supplemented by further details appendices and attachments. 

Also importantly, the businesses set out their Business As Usual (BAU) stakeholder engagement plans: 

Most importantlyτthe journey does not end here, this is just the beginning. Our CAP will become 

one part of our business as usual stakeholder engagement and customer communication strategy 

summarised in this chapter and detailed within UE RRP APP02. We will also work with the CAP to 

develop measurable output-based commitments that we can report against to improve 

transparency, trust and understanding of our performance against targets. 

 

hǳǊ ƛƴǾƻƭǾŜƳŜƴǘ ǿƛǘƘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǎǘŀƪŜƘƻƭŘŜǊ ŜƴƎŀƎŜƳŜƴǘ ǎƛƴŎŜ ƻǳǊ ǇǊŜǾƛƻǳǎ ŀŘǾƛŎŜ ǘƻ ǘƘŜ !9w Ƙŀǎ 

included: 

¶ Monthly catch-up meetings with the businesses; 

¶ 9 September 2020 ς deep dive COVID-19 

¶ 16 September 2020 ς CAP meeting #1 

¶ 23 September 2020 ς deep dive Energy Market Transformation 

¶ 5 October 2020 ς CAP meeting #2 ς COVID19 

¶ 7 October 2020 ς deep dive ς Asset replacement 

¶ 20 October 2020 ς CAP meetings #3,4 ς Future networks, poles 

¶ 5 November 2020 ς CAP meeting #5 ς future plans 

 

²Ŝ ǿŜƭŎƻƳŜ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎ ƘŀǾŜ ōŜŜƴ ƻǇŜƴ ŀōƻǳǘ ƭŜŀǊƴƛƴƎ ŦǊƻƳ ǘƘŜ ŎƻƳƳŜƴǘǎ ƛƴ ǘƘŜ !9wΩǎ 

Draft Decisions and have addressed the issues raised by the AER.  We welcome the formation of the CAP, 
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which has been more effective in helping the businesses respond to the Draft Decisions with their revised 

proposals. 

The businesses have held significant focused stakeholder engagement meetings since the Draft Decisions 

and have consistently involved CCP17.  We also welcome the setting out of BAU engagement plans, as set 

out above. 
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3 Matters common to all revised proposals 

3.1 Introduction 

The initial proposals by the Victorian electricity distribution businesses, with the exception of AusNet 

Services, all tended to include greater levels of expenditure and investment than before. We are pleased 

that so many of the revisions outlined by the AER in the Draft Decisions were accepted.  

All the revised proposals had to deal with several common issues. We note the propensity to list many step 

changes in the operating expenditure proposals. Some are of substance, as we recognise the pressures of 

the global insurance market in requiring distributors to reconsider the levels of cover and sharing of risk.  

Also, all the proposals exist in an environment of wide-ranging government investment plans to address 

the financial impacts of the global pandemic.  

The field of distributed energy resources remains almost chaotic, as the level of embedded generation 

ƛƴŎǊŜŀǎŜǎΣ ǊŀƛǎƛƴƎ ƴŜǿ ŎƻƴŎŜǊƴǎ ǎǳŎƘ ŀǎ Ƙƻǿ ǘƻ ƛƳǇƭŜƳŜƴǘ ǎŀŦŜ ƴŜǘǿƻǊƪ ΨƻǇŜǊŀǘƛƴƎ ŜƴǾŜƭƻǇŜǎΩ ŀƴŘ ŀŘŘǊŜǎǎ 

the emerging challenge of minimum daytime demand.  

Although the uptake of electric vehicles is  likely to remain low for some time yet, we see this regulatory 

period as an ideal time to establish targeted connection requirements and tariff arrangements to, as much 

as possible, ΩƎŜǘ ŀƘŜŀŘ ƻŦ ǘƘŜ ƎŀƳŜΩ. 

Most distributors raise the proposal to invest further in systems and processes related to customer service 

fulfilment. This is a vexed issue. On the one hand, the service focus of distributors can be significantly 

improved, an issue that has been highlighted by the work of the AusNet {ŜǊǾƛŎŜǎΩ Customer Forum. 

However, in this complex industry framework, traditional components such as retailers remain key, and 

the emergence of new industry entities such as demand aggregators, operators of virtual power plants 

(VPPs) and others, not unlike what we have seen recently in South Australia will continue to disrupt the 

line-of-sight between distributors and customers. We remain supportive of the initiatives regarding the 

introduction of the Customer Service Incentive Scheme.  

There remains plenty of room for the distributors to continue to improve their basic service fulfilment ς 

appointments, connections and network reliability.  

3.2 COVID-19 and uncertainty 

Lƴ ƻǳǊ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ ƛƴƛǘƛŀƭ ǇǊƻǇƻǎŀƭǎ ŀƴŘ ǘƘŜ !9wΩǎ Issues Paper, CCP17 recognised the uncertainty 

confronting customers, the regulator and network businesses in response to COVID-19. We noted that the 

engagement for the regulatory proposals had occurred prior to COVID but that there were still significant 

impacts likely to flow from the pandemic, and associated uncertainty.  

We identified four key COVID-19 responses: 

1. Engagement needs to continue, but differently, 

2. wŜƎǳƭŀǊ ǳǇŘŀǘŜǎ ƛƴ ǘƘŜ ƛƴǘŜǊŜǎǘ ƻŦ Ψƴƻ ǎǳǊǇǊƛǎŜǎΩ, 

3. Be flexible and note that the standard processes may not work as well due to exogenous 

factors, and 

4. Consider re-openings triggers and process. 
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We also described various responses that were needed, being: 

a) Consumer Engagement  

While consumer engagement processes will be impacted as social isolation and public gathering conditions 

apply, this is no reason for consumer engagement activity to be reduced. Engagement methodologies will 

need to be adjusted to approaches that do not require groups of people in the same location. Neither 

ǎƘƻǳƭŘ ŜŦŦŜŎǘƛǾŜ ŎƻƴǎǳƭǘŀǘƛǾŜ ŀǇǇǊƻŀŎƘŜǎ ōŜ ǊŜŀŘƛƭȅ ŘƛǎŎŀǊŘŜŘ ōŜŎŀǳǎŜ άǘƘŜǊŜΩǎ ƴƻ ǘƛƳŜ ǘƻ Řƻ ǘƘŜƳέΧ 

Consumer engagement should be an ongoing priority for network businesses and the AER should expect 

to see evidence of consumer support for key network business decisions. Indeed, it is a CCP17 opinion that 

times of heightened uncertainty mean that the best responses are those where there is a greater level of 

shared understanding of the challenges and shared decision-making.  

a) Statement of Expectations 

¢ƘŜ !9wΩǎ ƛƴƛǘƛŀƭ {ǘŀǘŜƳŜƴǘ ƻŦ 9ȄǇŜŎǘŀǘƛƻƴǎ ǿŀǎ ǘƛƳŜƭȅΣ ǊŜǎǇƻƴǎƛǾŜ ŀƴŘ ŀǇǇǊƻǇǊƛŀǘŜΦ  

b) Embrace mistakes 

Some responses to the challenges thrown by COVID-19, made in good faith and on reasonable evidence, 

ǿƛƭƭΣ ƛƴ ƘƛƴŘǎƛƎƘǘ ǇǊƻǾŜ ǘƻ ōŜ ǘƘŜ ǿǊƻƴƎ ŘŜŎƛǎƛƻƴǎΦ Lǘ ƛǎ ŎǊƛǘƛŎŀƭƭȅ ƛƳǇƻǊǘŀƴǘ ǘƘŀǘ ŀ ŎǳƭǘǳǊŜ ƻŦ άƴƻ ōƭŀƳŜέ ƛǎ 

applied in such circumstances.  

c) Getting on the Front Foot 

CCP17 expects that the AER will carry out sensitivity analysis on the components within the revenue 
determination building blocks and form a plan to respond to these variations should they arise. This is 
preferable to scrambling to develop a response after major problems have occurred. 

 
d) Regular Updates 

In order to attempt to keep key stakeholders in touch with the rapidly changing circumstances that envelop 

this reset, we suggest that the AER with the businesses should consider providing updates and briefings for 

stakeholders.   

e) Greater Flexibility 

Lƴ ǘƘŜ LǎǎǳŜǎ ǇŀǇŜǊΣ ǘƘŜ !9w Ƙŀǎ ŎƻƳƳƛǘǘŜŘ ǘƻ ŀ άƎǊŜŀǘŜǊ ŘŜƎǊŜŜ ƻŦ ŦƭŜȄƛōƛƭƛǘȅ ƛƴ ƻǳǊ ŀǇǇǊƻŀŎƘ ǘƻ ǊŜǉǳŜǎǘƛƴƎ 

ŀƴŘ ǊŜŎŜƛǾƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴέ ŦƻǊ ǘƘƛǎ ǊŜǎŜǘΦ ²Ŝ ǎǳǇǇƻǊǘ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŀƴŘ ƻōserve that the impacts of COVID-

19 uncertainty have been and should continue to be an attitude of flexibility, even forgiveness, when things 

do not go as planned or anticipated. 

f) Decision Review 

We suggest that in this instance the AER should signal that it will be reviewing the final decision in response 

to COVID-19 impacts, and perhaps suggest a notional timeframe, maybe 18 to 24 months after the final 

ŘŜŎƛǎƛƻƴ ƛǎ ƳŀŘŜΦέ  

Six months later and we continue to stand by these as appropriate with the following updates: 

¶ General Responses 

While uncertainty persists, there is now more experience of lockdown and customer responses to 

the various public health and economic responses that have been made to the virus. In general, 

we suggest that the current situation is somewhat more certain than six months ago and that 

impacts on electricity network businesses have not been as substantial as initial thinking suggested 

they could be. Uncertainty remains, but there is enough predictability for network businesses and 

the regulator to be confident in the appropriateness of the April 2021 final determinations. 
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¶ Consumer engagement 

The network businesses have continued to engage with selected stakeholders and we suggest that 

they now need to move into strategies that both regularly update stakeholders with changes and 

developments and also continue to engage actively on continuing issues including insurance 

premiums, demand forecasts and solar PV uptake. 

¶ Statement of Expectations 

The AER has now released two Statements of Expectations which we think have been particularly 

helpful and we expect this approach to continue into 2021. 

¶ Decision Review 

The relatively greater predictability that we suggest now exists diminishes the likely need for 

decision review is response to uncertainty. We pick up this theme a little later in this section. 

At the predetermination conference we said that the best approach into the near future in response to 

uncertainty was, to invoke the UK World War II slogan, άƪŜŜǇ ŎŀƭƳ ŀƴŘ ŎŀǊǊȅ ƻƴΦέ ²Ŝ ǘƘƛƴƪ ǘƘŀǘ ǘƘƛǎ 

ŀǇǇǊƻŀŎƘ ƛǎ ŀǇǇǊƻǇǊƛŀǘŜ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ ǳǇ ǘƻ ǘƘŜ !9wΩǎ Ŧƛƴŀƭ ŘŜǘŜǊƳƛƴŀǘƛƻƴ ŦƻǊ ǘƘŜ ±ƛŎǘƻǊƛŀƴ ŘƛǎǘǊƛōǳǘƛƻƴ 

businesses, and beyond. 

3.3 Jurisdictional Impacts 

 

The Victorian DƻǾŜǊƴƳŜƴǘΩǎ Essential Services Commission carried out a review of the customer service 

standards included in the Victorian Electricity Distribution Code during 2019 and 2020, with the Final 

Decision published in November 202020Φ wŜƭŜǾŀƴǘ ǘƻ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 5b{tΩǎ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭǎ ŀǊŜ ǘƘŜ 

following changes which come into effect from 1 July 2021: 

a) Improving the methods of notification for planned outages 

Retailers and distributors must enable customers to nominate their preferred notifications method or 

methods. Customers who cannot or do not engage to nominate their preferences will continue to receive 

hard copy notices. 

b) Changes to the Guaranteed Service Level (GSL) Scheme 

¢ƘŜ 9{/Ωǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴ ƻƴ ǘƘŜ 5ƛǎǘǊƛōǳǘion Code review makes the following adjustments related to GSLs:  

¶ slight increase to payment levels  

¶ slight reduction to payment thresholds  

¶ introduction of single interruption payments threshold to the major event day (MED)  

¶ exclusion of MEDs from annual duration and interruption threshold.  

.ŜŎŀǳǎŜ ǘƘŜ Ŧƛƴŀƭ D{[ ǎŎƘŜƳŜ ŘŜǘŀƛƭǎ ǿŜǊŜ ǇǳōƭƛǎƘŜŘ ŀŦǘŜǊ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΣ ŜŀŎƘ ƻŦ ǘƘŜ 

businesses has included a placeholder in their Revised Proposals, identifying the estimated impact of 

the revised GSL scheme. We expect that AER review of the modelling approaches may result in further 

changes to GSL allowances.   

 

20 
https://www.esc.vic.gov.au/sites/default/files/documents/Electricity%20Distribution%20Code%20Review%20-
%20Customer%20Service%20Standards%20-
%20Final%20Decision%20as%20amended%20on%2022%20December%202020.pdf 

https://www.esc.vic.gov.au/sites/default/files/documents/Electricity%20Distribution%20Code%20Review%20-%20Customer%20Service%20Standards%20-%20Final%20Decision%20as%20amended%20on%2022%20December%202020.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/Electricity%20Distribution%20Code%20Review%20-%20Customer%20Service%20Standards%20-%20Final%20Decision%20as%20amended%20on%2022%20December%202020.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/Electricity%20Distribution%20Code%20Review%20-%20Customer%20Service%20Standards%20-%20Final%20Decision%20as%20amended%20on%2022%20December%202020.pdf
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($million, June 2021) Original proposal Draft Decision 
Revised proposal 

(new GSL Scheme) 

AusNet Services 46.7 46.0 29.8 

Jemena 0.8 0.9 0.9 

CitiPower 0.8 0.7 0.8 

Powercor 3.2 5.6 12.1 

United Energy 1.1 3.6 5.2 

Table 5: Impact of Changes to the Victorian GSL Scheme (source: CCP17 analysis) 

Revision of GSL costs for each business is discussed in section 3.5.  

 

A new Environment Protection Act 2018 was passed in the Victorian Parliament in 2018, and was due to 

come into effect in July 2020, along with various regulations and other instruments. The new act changes 

how pollution, waste and contamination are regulated in Victoria. The amendments are intended to shift 

ŦǊƻƳ ŀ ΨǊŜŀŎǘƛǾŜΩ ǊŜƎǳƭŀǘƻǊȅ ŦǊŀƳŜǿƻǊƪ ǘƻ ŀ ΨǇǊƻŀŎǘƛǾŜΩ ŦǊŀƳŜǿƻǊk including by the:  

¶ ƛƳǇƻǎƛǘƛƻƴ ƻŦ ŀ ΨƎŜƴŜǊŀƭ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŘǳǘȅΩ ǿƘƛŎƘΣ ǊŜƭŜǾŀƴǘƭȅΣ ǊŜǉǳƛǊŜǎ ǎȅǎǘŜƳǎ ǘƻ ōŜ Ǉǳǘ ƛƴ ǇƭŀŎŜ 

to prevent pollution.  

¶ imposition of specific duties to manage contaminated land and to notify the Environmental 

Protection Authority Victoria of specific contaminated sites.  

¶ codification and augmentation of the existing noise framework, including by imposition of a night 

noise limit and giving force of law to the existing non-binding guidelines in regional Victoria21.  

Introduction of the new act was affected by the COVID pandemic, and it is now expected that the 

commencement date will be 1 July 2021. The Victorian Government has advised that regulations and 

standards will be made closer to the new commencement date22. There is still uncertainty about the timing 

and content of the regulations and standards. 

 

In November 2020, the Victorian Government announced a $797 million energy efficiency stimulus package 

to improve the quality of homes, create jobs and boost public health. 

The stimulus measures include: 

¶ $335 million to replace old wood, electric and gas-fired heaters with new energy-efficient systems 

in 250,000 homes; 

 

21 See for example https://www.aer.gov.au/system/files/CitiPower%20-
%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20APP04%20-
%20Uncertainty%20appendix%20-%20December%202020.pdf, p13 
22 Ibid 

https://www.aer.gov.au/system/files/CitiPower%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20APP04%20-%20Uncertainty%20appendix%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/CitiPower%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20APP04%20-%20Uncertainty%20appendix%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/CitiPower%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20APP04%20-%20Uncertainty%20appendix%20-%20December%202020.pdf
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¶ $112 million to upgrade the comfort and efficiency of 35,000 social homes; 

¶ $14 million for appliance upgrades under the Victorian Energy Upgrades program; and 

¶ New minimum energy efficiency standards for rental homes to ensure that they are fit for 

habitation will be in place from 2022. 

The government is also providing funding to help set Victoria up for the move to seven star efficiency 

standards for new homes, supporting skills, training and jobs in the construction sector. 

The funding was announced in various media releases from the Premier of Victoria, including releases on 

15 November,23 17 November24 and 24 November 2020,25 with the details in the Victorian Budget 2020/21, 

which was handed down on 24 November 2020.26 

These announcements came only a week or two before the businesses submitted their revised proposals 

to the AER.  The businesses recognised that the stimulus package would have significant impacts on their 

networks.  For example, CitiPower noted:27 

In response to the COVID-19 pandemic and economic slowdown, on 24 November 2020 the 

Victorian Government handed down its budget with $49 billion of spending over the next four 

years. This substantial stimulus, with a strong focus on infrastructure spend, will also have 

significant impacts on our network. 

However, there was time available only to take some of the headline items in the stimulus package into 

account in the revised proposals to a limited degree.  For example, CitiPower has noted in regard to trends 

in connection:28 

While residential connections may slow in the near term, stimulus packages such as the Victorian 

Government's Big Housing Build are likely to maintain construction activity in the sector. 

For non-residential connections, the Federal Government stimulus package and Victorian 

Government initiatives are expected to lead to an increase in connections activity, especially 

infrastructure and commercial/retail developments. For example, the West Gate Tunnel project will 

be completed, and the recent Federal budget announced infrastructure funding of over $1.1 billion 

for Victoria. 

CCP17 view 

We discuss uncertainty more generally in section 3.2 of this Advice. This government announcement may 

be seen to add certainty in the sense that it creates a definitive view of where the State Government sees 

its role in investment, but it also creates uncertainty because it is difficult to forecast what the impacts of 

this large stimulus investment will be on the energy market in Victoria in general, and on the Victorian 

distribution businesses in particular. 

As with other elements of uncertainty, our reaction is to call for business agility as a key part of the business 

narrative, so that the businesses can handle change and not be phased by it. 

 

23 ±ƛŎǘƻǊƛŀΩǎ .ƛƎ IƻǳǎƛƴƎ .ǳƛƭŘ, 15 November 2020, available at https://www.premier.vic.gov.au/victorias-big-
housing-build 
24 Helping Victorians Pay Their Power Bills, 17 November 2020, available at 
https://www.premier.vic.gov.au/helping-victorians-pay-their-power-bills 
25 Making Victoria A Renewable Energy Powerhouse, 24 November 2020, available at 
https://www.premier.vic.gov.au/making-victoria-renewable-energy-powerhouse 
26 See https://www.budget.vic.gov.au/clean-energy-power-our-recovery 
27 CitiPower Revised Proposal, section 1.6, page 9 
28 CitiPower Revised Proposal, section 7.5.2, page 91 

https://www.premier.vic.gov.au/victorias-big-housing-build
https://www.premier.vic.gov.au/victorias-big-housing-build
https://www.premier.vic.gov.au/helping-victorians-pay-their-power-bills
https://www.premier.vic.gov.au/making-victoria-renewable-energy-powerhouse
https://www.budget.vic.gov.au/clean-energy-power-our-recovery
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We also note that there is considerable merit in national consistency in energy and regulatory policy, 

including how investments in network infrastructure and other investments are assessed to be in the long-

term interests of consumers.  To some extent, differences in jurisdictional government policies inevitably 

lead to different regulatory and business outcomes in different jurisdictions.  We caution the AER and the 

businesses to retain the overall national vision for energy regulation, and not to be swayed to unnecessarily 

ŘƛŦŦŜǊŜƴǘ ǎƻƭǳǘƛƻƴǎ ƛƴ ŘƛŦŦŜǊŜƴǘ ƧǳǊƛǎŘƛŎǘƛƻƴǎ ǿƘƛŎƘ ŀǊŜ ƴƻǘ ƛƴ ŎǳǎǘƻƳŜǊǎΩ long term interests. 

3.4 Forecasts 

Forecasts are important as they underlie several elements of the building blocks that the AER uses to 

ŘŜǘŜǊƳƛƴŜ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ŀƭƭƻǿŜŘ ǊŜǾŜƴǳŜ ƛƴ ǘƘŜ ŦƻǊǘƘŎƻƳƛƴƎ ǊŜƎǳƭŀǘƻǊȅ ǇŜǊƛƻŘΦ 

In our previous advice to the AER, we noted ǘƘŀǘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǇǊƻǇƻǎŀƭǎ ǿŜǊŜ ǎǳōƳƛǘǘŜŘ ƛƴ WŀƴǳŀǊȅ нлнлΣ 

while the impacts of COVID-19 only started to be felt in Australia in March 2020.  We cited versus effects 

of COVID-19, and concluded: 

Clearly there are some discrepancies between business views and AEMO forecasts, with CP-PC-UE 

going as far as to say that AEMO's forecasts are not accurate and unbiased. 

LƳǇƻǊǘŀƴǘƭȅΣ !9ahΩǎ ŦƻǊŜŎŀǎǘǎ ŀƴŘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ŦƻǊŜŎŀǎǘǎ ŀǊŜ ǘƻ ōŜ ǊŜǾƛǎƛǘŜŘ ǿƘŜƴ ǘƘŜǊŜ ƛǎ ƳƻǊŜ 

clarity regarding the effects of COVID-19. We expect to see revised forecasts considering the points 

mentioned in this section of our advice, and other relevant matters, and we will then reassess those 

revised forecasts at a later date.29 

We recognise that demand forecasting including new connections has continued to be somewhat uncertain 

due to the different scenarios that exist regarding potential housing demand, new developments, urban to 

regional shifts and working from home. 

¢ƘŜ !9wΩǎ Draft Decision approach is to use the Housing Industry Association (HIA) data as a basis for 

estimating of future demand. 

We commend this approach and agree that the AER should use the best available data from independent 

sources including AEMO and the HIA at the time that the AER needs to make its final decisions for 2021-26. 

As further population and housing growth estimates emerge, distribution businesses, customers and the 

AER will be able to work through any further implications.  We also note that under a revenue cap any 

under-recovery or over-recovery of the allowed revenue in any given year is accounted for in adjustments 

to allowed revenue and hence to tariffs in future years. 

3.5  (opex) 

 

Each of the distribution companies have proposed increases in their operating expenditure from that in 

ten current regulatory period.  

The following Table 6  tracks total operating cost proposals from the initial proposals through subsequent 

revisions where applicable and provides the AERΩs Draft Determination and updated revised revenue 

proposal opex bids. 

 

 

29 !ŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 6, pages 59-62 
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Operating expenditure 

($20/21) M 

United 

Energy 
CitiPower Powercor Jemena 

AusNet 

Services 

Proposed 797.7 568.8 1536.9 576.6 1233.4 

Revised 785.9 562.8 1500.8 559 1233.4  ̂

AER draft decision 694.6 462.9 1320.5 499.8 1187.4 

Difference - 11.6% - 17.8% - 12% - 10.6% - 3.7% 

Allowance Last Period 
$2015 

726.3  431.5 1190.2 452.3 1169.6  

DD vs last period actuals + 8% +15.6% +15.1% +12.3% + 5.1% 

Revised proposal 712 472 1388 532.3 1193 

Difference from draft + 2.5% + 1.9% + 1.9% + 6.5% + 0.5% 

Table 6: Summary of Opex proposals (source: CCP17 analysis of proposals) 

Note: ̂  refers to AusNet Services not changing their proposal, as lodged, prior to the Draft Determination. 

The following summary charts from the AER Draft Determinations for each of the five businesses show 

actual and forecast costs for the current regulatory period along with the associated AER operating cost 

allowance for the current period. 

The AER operating cost proposal for the 2021 - 26 regulatory period is then given alongside the proposals 

from the businesses. 

AusNet Services 
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Jemena 

 

CitiPower 
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Powercor 

 

United Energy 

 

The following figure shows the amount of reduction that is provided by the AER Draft Determination by 

comparison with the initial proposal, in most instances revised, that was lodged with the regulator. 
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Figure 6: Change in operating expenditure - initial to draft decision to final proposal (source: CCP17 analysis) 

Trends and Overview 

From considering the information provided above we make the following general observations: 

¶ Each of the network businesses has underspent their operating costs against the current regulatory 

allowance for the current period. 

¶ The operating cost proposals for each business were significantly (in most instances) higher than both 

their current actual spending and the AER allowance for the current period. 

¶ The Draft Determination operating cost allowance is lower for each business than the corresponding 

proposal; the reduction is much smaller for AusNet Services. 

¶ The Draft Determination allowance, 2021 ς 26, for each business is higher than their actual expenditure 

for the current period. 

¶ Each revised revenue proposal is a little higher than the Draft Determination, with the Jemena revised 

proposal having the highest level of increase compared to the Draft Determination. 

 

¢Ƙƛǎ ǎŜŎǘƛƻƴ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ǊŜŎŜƴǘ нлнл ōŜƴŎƘƳŀǊƪƛƴƎ Řŀǘŀ ŦƻǊ ǘƘŜ ǘǿƻ άƘŜŀŘƭƛƴŜέ ƳŜŀǎǳǊŜǎΤ atCt 

(Multilateral partial factor productivity) and MTFP (Multilateral total factor productivity).  Note that MPFP 

is measured for both operating expenditure and capital expenditure. These benchmarks provide a very 

helpful indication of the relative efficiency of spending by the 13 electricity distribution network businesses 

in Australia as well as industry-wide trends, which include generally declining network productivity over 

the last decade and a half. 
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This benchmarking data will also be used in the next section that considers the efficiency of base year 

operating costs, which is the basis of the base ς step - trend model that is used in Australia for operating 

expenditure considerations. 
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Multilateral total 
factor productivity 

(MTFP) 

Table 7Υ ±ƛŎǘƻǊƛŀƴ 5b{tΩǎ tǊƻŘǳŎǘƛǾƛǘȅ ǊŀƴƪƛƴƎǎΣ нлнл
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Figure 7: Efficiency scale observations at draft determination (Source: CCP17)

We also said that CCP17 will be exploring the nuance between relatively inefficient and relatively efficient 

assessments.  

We are acutely aware that Jemena are unhappy about the finding that their base year operating costs are 

άrelatively inefficientέ, and we have been actively involved with the some of the debates associated with 

the Jemena base year finding. It is probably the most contested finding from the five Draft Determinations, 

regarding operating costs. More detailed examination of JemenaΩs base year operating costs and our 

observations about this debate are presented in section 4.2.1. 

 

Before we consider the specific step changes, we return to the matter of άmaterialityέ.  

In our Advice on the businessesΩ initial regulatory proposals, we discussed criteria for considering step 

changes and provided some views on ΨmaterialityΩ in that context. 

Regarding criteria for step changes, we said: 

CCP17 has considered that there are three criteria for assessing whether a proposed expenditure 

meets the requirements for a step change: 

¶ Legitimate obligations or capex / opex trade-offs. 

¶ Something that is new and exogenous, meaning that is imposed from outside of the 

business. 

¶ Recurrent, or likely to be recurrent, it cannot be a one-ƻŦŦ ŎƻǎǘΦέ 

We also ƳŀŘŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŎƻƳƳŜƴǘǎ ŀōƻǳǘ άƳŀǘŜǊƛŀƭƛǘȅέ ƻŦ ǎǘŜǇ ŎƘŀƴƎŜ ǇǊƻǇƻǎŀƭǎΥ 

άLƴ ŎƻƴǎƛŘŜǊƛƴƎ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴǘ ƴǳƳōŜǊ ƻŦ ǎǘŜǇ ŎƘŀƴƎŜǎ ǘƘŀǘ ǿŜǊŜ ǇǊƻǇƻǎŜŘ ōȅ ǘƘŜ ŦƛǾŜ ±ƛŎǘƻǊƛŀƴ 

network businesses for the forthcoming regulatory period, we observed that there were proposed 

step changes that did not meet strict interpretation of either the first criterion or the second 

criterion, because they are existing costs and recurrent. However, the rate of increase is likely to be 

much higher than could reasonably have been expected by the business when considering past and 

current costs. Externally imposed levies and insurance premiums are a couple of examples from the 

proposed step changes.  

This gives rise to a fourth criterion: materiality. By this we mean increases in costs for an existing 

recurrent item that an efficient business could not readily absorb into their cost structure. This is 
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perhaps a function of the AER and consumer expectations that a 0.5% operating cost productivity 

ΨŘƛǾƛŘŜƴŘΩ ōŜ ǇǊƻǾƛŘŜŘ ōȅ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ ǘƻ ƛƴŎŜƴǘƛǾƛǎŜ ŘȅƴŀƳƛŎ ƻǇŜǊŀǘƛƴƎ Ŏƻǎǘ ŜŦŦƛŎƛŜƴŎȅΦ Χ 

We then considered that any recurrent cost item that increased by more than 50% could be readily 

regarded as material.  

¢Ƙƛǎ ǘƘŜƴ ƭŜŀǾŜǎ ŀ ŦŀƛǊƭȅ ƭŀǊƎŜ ōŀƴŘ ƻŦ άƎǊŜȅέΦ ²Ŝ Ŏƻƴǎider that materiality increases as the shade 

of grey increases from about a 5% increase to 50% increase with the decree of materiality being a 

ƭƻǿŜǊ ǇŜǊŎŜƴǘŀƎŜ ŦƻǊ ƘƛƎƘŜǊ Ŏƻǎǘ ŜȄǇŜƴŘƛǘǳǊŜΦ ²ƘƛƭŜ ǾŜǊȅ ƳǳŎƘ ŀ άǊǳƭŜ ƻŦ ǘƘǳƳōέ ǿŜ ƘŀǾŜ 

considered that the scale provides some basis for initial consideration of materiality with each 

ŜȄǇŜƴŘƛǘǳǊŜ ƛƴŎǊŜŀǎŜ ōŜƛƴƎ ǘƘŜƴ ǊŜǾƛŜǿŜŘ ŦǊƻƳ ŀ ǊŜŀǎƻƴŀōƭŜƴŜǎǎ ǇŜǊǎǇŜŎǘƛǾŜΦέ 

 

Figure 8: Operating expense materiality scale (proposed) (source: CCP17) 

The /t¦ ōǳǎƛƴŜǎǎŜǎ ƘŀǾŜ ŎƘŀƭƭŜƴƎŜŘ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ άƳŀǘŜǊƛŀƭƛǘȅέ ŀǎ ŀ ƎǳƛŘŜ ŦƻǊ ŘŜǘŜǊƳƛƴƛƴƎ ǘƘŜ 

acceptability of a step change, they have said: 

ά¢ƘŜ b9w ǊŜǉǳƛǊŜ ǘƘŜ !9w ǘƻ ŀŎŎŜǇǘ ƻǳǊ ƻǇŜǊŀǘƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊŜŎŀǎǘǎ ǿƘŜǊŜ ǘƘŜȅ ǊŜǇǊŜǎŜƴǘ ǘƘŜ 

prudent and efficient costs. The Rules do not stipulate a requirement for a materiality threshold in 

relation to step changes. We are concerned that introducing such a concept could create perverse 

outcomes where inefficient cost increases are rewarded as material, but efficient cost increases 

that do not meet a materiality threshold are not. Further, applying materiality thresholds on 

operating expenditure step changes such that involve capital -operating expenditure trade-offs, 

the AER is creating a bias against efficient operating expenditure solutions such as demand 

management.  

Additionally, materiality assessments have been applied inconsistently across determinations. This 

has included approval of very minor step changes, including the recent SA Power Networks 2020ς

2026 final determination and in AusNet Services 2021ς2026 Draft Determination (i.e., $1.2 million 

innovation fund step change). Given these considerations, we have reproposed a number of step 

changes and we expect the AER will give full consideration to ensuring we can recover our efficient 

ŀƴŘ ǇǊǳŘŜƴǘ Ŏƻǎǘǎ ŦƻǊ ǘƘŜǎŜ ŀŎǘƛǾƛǘƛŜǎΦέ 
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Table 8: Overview of proposed OPEX step changes at draft decision (source: CCP17 analysis) 

We also recognised that there had been considerable discussion about step changes over the years leading 

up to revenue proposal lodgement and that each business had engaged with customers and had reduced 

the amount claimed in step changes from their initial thinking, largely in response to customer and 

stakeholder concerns. 

The green cells indicate acceptance of the proposed step change in the Draft Determinations, with red 

meaning rejection and ochre ǎǳƎƎŜǎǘƛƴƎ ǎƻƳŜ ǳƴŎŜǊǘŀƛƴǘȅΦ bƻǘŜ ǘƘŀǘ ǘƘŜ άǊŜǾƛǎŜŘέ ŎƻƭǳƳƴ ǊŜŦŜǊǎ ǘƻ 

revisions from the original proposals and does not refer to Revised Revenue Proposals 

The following table summarises our understanding of the status of step changes from the revised revenue 

proposals. 

Step Changes / Revised 
Revenue Proposals 

ANS 
DD 

ANS 
RRP 

JEN 
DD 

JEN 
RRP 

CP 
DD 

CP 
RRP 

PC 
DD 

PC 
RRP 

UE 
DD 

UE 
RRP 

5 min Settlement 3.5 3.5   1.8 1.8 4.5  3.7  

Cyber security 0 0 2.9 2.9 13.4 8.9 13.4 8.9 32.4 31.2 

ICT 0 2.6   2.2 2.2 5.5  4.5  

REFCL 5.8 4.5 1.3 1.2   2.6 3.7   
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Step Changes / Revised 
Revenue Proposals 

ANS 
DD 

ANS 
RRP 

JEN 
DD 

JEN 
RRP 

CP 
DD 

CP 
RRP 

PC 
DD 

PC 
RRP 

UE 
DD 

UE 
RRP 

Insurance  New 10.5 28.2 28.2   0 28.1 0 11.8 

Solar Enablement     0 1.3 0 4.8 0 3.9 

Demand Management         0 3.1 

Table 9: Overview of step changes (revised proposals) (source: CCP17 analysis)
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We will work with you to ensure that your 

concerns and aspirations are directly reflected in the alternatives developed and provide feedback on how 

public input influenced the decisionΦέ 

¢ƘŜ Ƴƻǎǘ ǇŜǊǘƛƴŜƴǘ ŀǎǇŜŎǘǎ ƻŦ ǘƘŜ !9wΩǎ Ψtable 7Ω that should apply being: 

¶ Nature of Engagement: Consumers partner in forming the proposal rather than being asked for 

feedback on a distributorΩs proposal 

¶ Nature of Engagement: Sincerity of engagement with consumers 

¶ Nature of Engagement: multiple channels used to engage with a range of consumers across a 

distributorΩs customer base 

¶ Breadth and Depth: Consumers encouraged to test the assumption and strategies underpinning 

the proposal 

¶ Clearly Evidenced Impact: Proposal clearly tied to expressed views of consumers 

¶ Clearly Evidenced Impact: Impact of engagement can be clearly identified 

¶ Proof Point: Reasonable costs and risk sharing (given the circumstances) 
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As outlined in section 3.3.1, each business was waiting for the Essential Services Commission of Victoria 

review of GSL payments during the development of their regulatory proposals.  

¢ƘŜ !9wΩǎ 5ǊŀŦǘ Determinations applied a common methodology to GSL forecasts for all 5 businesses:  

άWe have forecast GSL payments as the average of GSL payments made by (whichever business) 

between 2015 and 2019 (some businesses applied different calculation parameters). The incentives 

provided by our forecasting approach are consistent with adopting a single year revealed cost 

approach and applying the EBSS.  

The AER alsƻ ƴƻǘŜŘ ǘƘŀǘ άŦƻǊ ǘƘŜ нлмсς20 regulatory control period we included GSL payments as a 

ŎŀǘŜƎƻǊȅ ǎǇŜŎƛŦƛŎ ŦƻǊŜŎŀǎǘΦέ 

AusNet Services said in their revised revenue Proposal: 

ά¢ƘŜ 9{/Ωǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴ ǇǊƻǇƻǎŜŘ ǎƭƛƎƘǘƭȅ ƘƛƎƘŜǊ ǇŀȅƳŜƴǘ ǊŀǘŜǎΣ ǎƭƛƎƘǘƭȅ ƭƻǿŜǊ ǇŀȅƳent 

thresholds, and the introduction of Major Event Day (MED) exclusions.110 To understand the net 

impact of these changes, we have re-cast our historical data from 2015 to 2019 for the final 

scheme. Our modelling estimated that if the final scheme had applied during the 2015 to 2019 

period, our average GSL payment would have been $6.4 million per year (nominal). Consistent 

ǿƛǘƘ ǘƘŜ !9wΩǎ ǇǊŜǾƛƻǳǎ ŀǇǇǊƻŀŎƘΣ ŀƴŘ ƛǘǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΣ ǿŜ ǇǊƻǇƻǎŜ ǘƻ ŀŘƻǇǘ ǘƘŜ ǳǇŘŀǘŜŘ 

historical average as our forecast for the upcoming regulatory period. This gives rise to the 

forecast GSL allowance set out in the table below, which shows that our total forecast GSL of 

$29.8 million ($2021) is 36% less than our Initial Proposal. 

In addition, we have proposed a transitional amount to close out the current scheme. We have calculated 

our transitional amount based on the difference between:  

Our actual GSL payments (that is the current scheme with the current exclusion threshold); and  

¢ƘŜ ŎǳǊǊŜƴǘ ǎŎƘŜƳŜ ǿƛǘƘ ǘƘŜ 9{/Ωǎ ŜȄŎƭǳǎƛƻƴ ǘƘǊŜǎƘold (MED exclusions that are aligned to a 2.5 standard 

deviation beta threshold) adjusted for MED payments.  

The major difference between the current and final scheme is the introduction of MED exclusions. Under 

the current scheme, the exclusion threshold is set very high thus making it unlikely that an event would be 

ŜȄŎƭǳŘŜŘ ŦǊƻƳ ǘƘŜ 5b{tΩǎ ƻōƭƛƎŀǘƛƻƴ ǘƻ ƳŀƪŜ ŀ D{[ ǇŀȅƳŜƴǘ ǘƻ ŀŦŦŜŎǘŜŘ ŎǳǎǘƻƳŜǊǎΦ Lƴ ŎƻƴǘǊŀǎǘΣ ǘƘŜ Ŧƛƴŀƭ 

scheme will introduce MED exclusions that are aligned to a 2.5 standard deviation beta threshold, which is 

a much lower threshold. As a result, some historical events where we have made significant GSL payments 

have become excluded under the final scheme and therefore excluded in our GSL allowance cost build up 

for the 2022-26 regulatory period. 

For example, if a major storm occurs in 2016, increasing our GSL payments by $10 million, then the way in 

which we would normally recover this amount (assuming the current scheme continues) is through a future 

GSL opex allowance of +$2 million per year over 5 years. By removing this particular event from our forecast 

cost build up, we are left to self-fund the costs for an event that is out of our control. 

Over the 2015 to 2019 period, we made significant GSL payments for events that are outside of our control 

and which are now excluded in the modelling of our GSL allowance for the 2022-26 period. As such, we 

ƘŀǾŜ ǎƻǳƎƘǘ ŀ ǘǊŀƴǎƛǘƛƻƴŀƭ ŀƳƻǳƴǘ ǘƻ ŎƭƻǎŜ ƻǳǘ ǘƘŜ ŎǳǊǊŜƴǘ ǎŎƘŜƳŜΦέ 
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This proposed transitional amount is $16.1 million, giving a total proposed GSL ΨŀƭƭƻǿŀƴŎŜΩ ŦƻǊ !ǳǎbŜǘ 

Services of $45.9million. 

Lƴ ǘƘŜƛǊ wŜǾƛǎŜŘ wŜǾŜƴǳŜ tǊƻǇƻǎŀƭΣ WŜƳŜƴŀ ǎŀƛŘ ά²Ŝ ƘŀǾŜ ǊŜǾƛŜǿŜŘ ǘƘŜ 9{/±Ωǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴ ƻƴ ƛǘǎ 95/ 

review and our analysis shows that although the payment amounts and volume of payments are both 

expected to increase, the overall increase in costs (relative to the Draft Decision) is likely to be immaterial. 

We consider that this increase can be managed within the allowance approved in the Draft Decision. As 

such, we have adopted the Draft Decision specific forecast for GSL payments. 

The state of play, at time of writing, for GSL payments is summarised in the following table: 

GSL Proposals, $m 
20/21 

AusNet Services JEN CitiPower Powercor UE 

AER Draft 
Determination 

46.0 0.9 0.3 13 3.3 

Revised Proposal 45.9 - 0.4 19.5 4.9 

Subsequent 
revisions 

(includes $16.1 
transitional amount) 

- 0.1 14.5 4.1 

Table 10: GSL payment allowances (source: CCP17 analysis) 

We recognise that GSL schemes are going to have higher payments in non-metropolitan areas due to the 

ƳǳŎƘ ƎǊŜŀǘŜǊ ŀǊŜŀǎ ŎƻǾŜǊŜŘ ōȅ ΨǇƻƭŜǎ ŀƴŘ ǿƛǊŜǎΣΩ ƭƻǿŜǊ ŎǳǎǘƻƳŜǊ ŘŜƴǎƛǘƛŜǎ ŀƴŘ ƎǊŜŀǘŜǊ ŘƛǎǘŀƴŎŜǎ ŦǊƻƳ 

depots to network faults requiring repair. It is not unreasonable that AusNet Services and Powercor are 

the networks with the highest GSL claims. 

Who Should Pay for GSL Schemes? 

¢ƘŜ D{[ ǇŀȅƳŜƴǘǎ ƘŀǾŜ ōŜŜƴ ǊŜƎŀǊŘŜŘ ŀǎ ŀ ΨŎƻǎǘ ǇŀǎǎǘƘǊƻǳƎƘΩ ōȅ ŀƭƭ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎ ŀƴŘ ǘǊŜŀǘŜŘ ŀǎ 

category specific adjustments by the AER. 

The argument is that customers in aggregate should pay for GSL schemes since they are about providing 

some compensation to customers who have had poorer than normal service. GSL schemes are also 

requirements under the National Energy Customer Framework (NECF), or in the case of Victoria (which 

ƘŀǎƴΩt accepted the NECF) are prescribed by the Essential Services Commission Victoria. Consequently, 

network businesses argue that they should regard them as exogenously imposed charges over which they 

have no control and so the costs involved should be regarded as a cost that are shared by all customers. 

CCP17 is not convinced by this argument as we are strongly of the view that GSL schemes have been 

established to both provide compensation to aggrieved customers and also to provide incentive for 

network businesses to improve the service of their customers receive. This incentive to improve customer 

service through GSL payments is voided by regarding them as a pass through. Indeed, we contend that 

ǊŜƎŀǊŘƛƴƎ D{[Ωǎ ŀǎ ŀ ǇŀǎǎǘƘǊƻǳƎƘ Ŏŀƴ ǇǊƻǾƛŘŜ ŀƴ ƛƴŎŜƴǘƛǾŜ ŦƻǊ ŀ network business to not act to improve 

services. 

There is a low level of incentive for businesses to improve the services for which GSL payments apply if the 

costs are simply passed through to all customers. 

Where a business has some control over the situation that results in a GSL payment being made, then the 

business owners should also bear some costs for GSL payments. 
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To test this view, we have listed below the schedule of GSL payments that apply for all Victorian electricity 

distribution businesses from the Essential Services Commission of Victoria website. 30 

Minimum Amount Payable Reason for Payment 

Single Outages  

$80.00 
Urban area ς single outage lasting more than 12 hours, but less than 
20 hours per year 

$80.00 
Rural area ς single outage lasting more than 18 hours, but less than 
20 hours per year 

Multiple Outages  

$120.00 More than 20 hours per year 

$180.00 More than 30 hours per year 

$360.00 More than 60 hours per year 

Multiple outages Number of unplanned, sustained outages 

$120.00 More than 8 per year 

$180.00 More than 12 per year 

$360.00 More than 24 per year 

Momentary outages Less than one minute each 

$30.00 More than 24 per year 

$40.00 More than 36 per year 

Late or missed appointments  

$30.00 More than 15 minutes late for an agreed appointment window 

Delay to New Connections  

$70.00 per day to maximum of 
$350.00 

Where a new electricity supply is not connected on the agreed date 

Table 11: ESC schedule of GSL payments (source: Essential Services Commission) 

It is our view that network businesses have high levels of control over some of these payment categories, 

in particular late or missed appointments and delay to new connections. These factors are well within the 

control of the business and not subject to the vagaries of weather or an externally imposed obligation. This 

ǾƛŜǿ ǿŀǎ ǎƘŀǊŜŘ ōȅ ǘƘŜ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ /ǳǎǘomer Forum who negotiated with AusNet Services for them 

to fully meet these GSL payments, over which the business had control. We remain supportive of this 

negotiation. 

 

30 https://www.esc.vic.gov.au/electricity-and-gas/information-consumers/customer-payments-energy-
outages. Viewed 4 January 2021 

https://www.esc.vic.gov.au/electricity-and-gas/information-consumers/customer-payments-energy-outages
https://www.esc.vic.gov.au/electricity-and-gas/information-consumers/customer-payments-energy-outages
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While we accept that the variabilities of weather, vehicle accidents and other factors contribute to supply 

outages beyond the control of network businesses, there is also a degree of control over all of the other 

GSL payment categories.  

Consequently, we propose that the AER actively reviews the extent to which GSL payments should be met 

by the business and not passed through their customers. 

As a starting point, we think that all network businesses should meet from their own sources, GSL payments 

resultinƎ ŦǊƻƳ ΨƭŀǘŜ ƻr ƳƛǎǎŜŘ ŀǇǇƻƛƴǘƳŜƴǘǎΩ ŀƴŘ ΨŘŜƭŀȅ ǘƻ ŎƻƴƴŜŎǘƛƻƴǎΩ ŀǎ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ Ƙŀǎ ŀƎǊŜŜŘΦ CƻǊ 

the remaining GSL incentive categories, the 30%  / 70% split (that applies to CESS and EBSS) would be an 

appropriate split for the share of costs for GSL payments, 30% met by the business and 70% by its 

customers.  

GSL allowances should be revised down to meet these two criteria: 

- bƻ ŀƭƭƻǿŀƴŎŜ ŦƻǊ ΨƭŀǘŜ ƻŦ ƳƛǎǎŜŘ ŀǇǇƻƛƴǘƳŜƴǘǎΩ ŀƴŘ ΨŘŜƭŀȅ ǘƻ ŎƻƴƴŜŎǘƛƻƴǎΦ 

- 70% of other categories as identified by the ESCV. 

CCP17 iǎ ŀƭǎƻ ƴƻǘ ŎƻƴǾƛƴŎŜŘ ōȅ ǘƘŜ άǘǊŀƴǎƛǘƛƻƴŀƭ ŀƭƭƻǿŀƴŎŜέ ƻŦ ϷмсΦмƳΣ ǎƻǳƎƘǘ ōȅ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΦ ²Ŝ ŀǊŜ 

unaware of any transition arrangement being considered by the ESCV decision while the removal of Major 

Event Days from GSL application reduces future risk for network businesses. From our perspective, the 

ǇǊƻǇƻǎŜŘ άǘǊŀƴǎƛǘƛƻƴŀƭ ŀƭƭƻǿŀƴŎŜέ ƛǎ ƴƻǘ ƛƴ ǘƘŜ ōŜǎǘ ƛƴǘŜǊŜǎǘǎ ƻŦ ŎƻƴǎǳƳŜǊǎΣ ǿŜ ƭƻƻƪ ǘƻ ǘƘŜ !9wΩǎ ŘŜǘŀƛƭŜŘ 

analysis to determine any validity of this claim. 

 

 

3.6 Incentive schemes 

 

CƻƭƭƻǿƛƴƎ ǇǳōƭƛŎŀǘƛƻƴ ƻŦ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΣ ŀƴŘ ƭƻŘƎŜƳŜƴǘ ƻŦ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 5b{tǎΩ wŜǾƛǎŜŘ 

Regulatory Proposals, we have recalculated the substantial contributions to regulated revenue for the 

businesses flowing from efficiency incentive schemes in 2021-26. This is shown in Table 12 below.  

The revised proposals would result in an additional $485.6M in total revenue for the Victorian businesses 

flowing from the application of efficiency incentive schemes, which is an increase of $66.4M over the 

original proposals. 

 

 

($million, June 2021) 
EBSS 

Original 
EBSS  

Revised 
CESS  

Original 
CESS 

Revised 



 

68 
 

AusNet Services 90.3 109.3 47.5 72.6 

Jemena 23.6 25.1 25.6 38.2 

CitiPower -7.8 0.4 56 63.8 

Powercor 0.6 -12.1 72.8 67.7 

United Energy 72.4 70.9 40 49.7 

Total 179.1 193.6 241.9 292 

Table 12: Analysis of Revised Carryover Benefits (Source: AER Draft Decisions, Revised Proposals) 

CCP17 has previously raised serious concerns as to whether the twin efficiency incentive schemes ς 

Efficiency Benefit Sharing Scheme (EBSS) and Capital Expenditure Sharing Scheme (CESS) are delivering the 

expected outcomes for the Victorian DNSPs.31  We therefore strongly support the proposed broad review 

of incentive schemes announced by the AER at the Vic EDPR 2021ς26 - Draft decisions Predetermination 

Conference on 15 October 2020. We urge the AER to assign a high priority to this work program in 2021.  

 

Driven by an initiative of the AusNet Services Customer Forum, the AER developed and consulted on a new 

Customer Service Incentive Scheme (CSIS) in parallel with the Victorian electricity distributors regulatory 

ǊŜǎŜǘ ǇǊƻŎŜǎǎΦ ¢ƘŜ !9wΩǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴ ƻƴ ŘŜǎƛƎƴ ŀƴŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ǎŎƘŜƳŜ ǿŀǎ ǇǳōƭƛǎƘŜŘ ƛƴ Wǳƭȅ 

2020.32 

CCP17 has been supportive of the CSIS, and its introduction for AusNet Services, CitiPower, Powercor and 

United Energy for the 2021-26 regulatory period.33 

 !ǎ ǇŀǊǘ ƻŦ ƛǘǎ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ ǘƘŜ /{L{Σ ǘƘŜ !9w ƛƴŘƛŎŀǘŜŘ ǘƘŀǘ ƛǘ ǿƻǳƭŘ ŀƴƴǳŀƭƭȅ Ψpublish raw performance 

data shortly after we receive it from distributors. We will present the outcomes of the scheme in our 

performŀƴŎŜ ǊŜǇƻǊǘǎΩ.34  

While CCP17 views this as a desirable and necessary step, it is unlikely to be sufficient to instil confidence 

ƛƴ ǘƘŜ ǎŎƘŜƳŜ ŦƻǊ ŎǳǎǘƻƳŜǊǎ ŀƴŘ ǎǘŀƪŜƘƻƭŘŜǊǎΦ ¢ƘŜ !9w ŀƭǎƻ ŀŎƪƴƻǿƭŜŘƎŜŘ ǘƘŀǘ ΨǘƘŀǘ ǘƘŜ /{L{ Ƴŀȅ ƴƻǘ ōŜ 

readily accessible to representative groups and other stakeholders. This is a challenge and something that 

ǿŜ ǿƛƭƭ ŎƻƴǘƛƴǳŜ ǘƻ ǿƻǊƪ ƻƴΩ.35 We encourage the AER to give consideration as to how this challenge might 

be addressed through 2021, potentially by consulting with customer representatives and other 

stakeholders to understand how best to analyse and present the information in a meaningful way. 

 

31 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p35 
32 
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20state
ment.pdf 
33 ²Ŝ ƘŀǾŜ ŀƭǎƻ ōŜŜƴ ǎǳǇǇƻǊǘƛǾŜ ƻŦ WŜƳŜƴŀΩǎ ŎƘƻƛŎŜ ƴƻǘ ǘƻ ŀŘƻǇǘ ŀ /{L{ ŦƻǊ нлнм-26 
34 
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20state
ment.pdf, p17 
35 Ibid, p17 

https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20statement.pdf
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20statement.pdf
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20statement.pdf
https://www.aer.gov.au/system/files/Customer%20Service%20Incentive%20Scheme%20explanatory%20statement.pdf
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Lƴ ƻǳǊ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ƻƴ ǘƘŜ /{L{Σ //tмт ǊŀƛǎŜŘ ǉǳŜǎǘƛƻƴǎ ŎƻƴŎŜǊƴƛƴƎ Ƙƻǿ ǘƘŜ /{L{Σ 

ǿƘƛŎƘ ǿŀǎ ŘŜǾŜƭƻǇŜŘ ŀǎ ŀ ΨǘǊƛŀƭΩ ǎŎƘŜƳŜΣ ǿƻǳƭŘ ōŜ ƻōƧŜŎǘƛǾŜƭȅ ŜǾŀƭǳŀǘŜŘ,36 enabling time for review, 

reflection, and adjustment if preferable, during the course of the trial. We agree that the information 

disclosure steps as previously described provide a good starting point for an evaluation.  However, a 

broader review is necessary to ensure that the new scheme is meeting the intended objectives, and that 

there are no unintended consequences arising from its application.      

3.7 Contingent projects, cost pass-throughs and deferring decisions 

CCP17 has observed that one of the emerging responses to the uncertainty from COVID and from other 

uncertainties about energy markets has been increased interest by a range of networks about seeking to 

move some potential costs out of regulatory proposals and regard them as contingent projects, or cost 

pass throughs or to find other ways to defer commitment to likely or potential projects. 

As a general comment, CCP17 is very wary of any approach that exposes consumers to potential risk of 

higher future prices and that potentially reduces stakeholder scrutiny being applied to major expenditure 

items. 

The established regulatory process provides all parties, including consumers, with a degree of certainty 

about future expenses by network businesses and strongly indicative network costs over a five-year period. 

Regulatory processes are clearly described by National Electricity Rules and provide customers and other 

stakeholders with the opportunity to see business wide expenditure as well as proposed expenditure for 

specific projects.  

Contingent projects, cost pass throughs, regulatory information tests and any other process that defer or 

ΨǇŀǊƪΩ ŀ ǇƻǘŜƴǘƛŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ƻǳǘǎƛŘŜ ƻŦ ǘƘŜ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻŎŜǎǎΣ Ǌƛǎƪ ŀƴ ŀōǎŜƴŎŜ ƻŦ ŎǳǎǘƻƳŜǊ ǎŎǊǳǘƛƴȅ ǿƘƛŎƘ 

is essential for any consumer-focused business.  

Consequently, we urge the AER and network businesses to only use expenditure deferring processes 

outside of full regulatory process, where established rules and practice are inadequate. 

We also note that the National Electricity Rules provide clarity for most circumstances in which major 

unexpected costs can be imposed or are absolutely necessary. 

!ǎ ƳŜƴǘƛƻƴŜŘ ƛƴ ǎŜŎǘƛƻƴ оΦпΦнΣ ±ƛŎǘƻǊƛŀΩǎ ǳǇŘŀǘŜŘ 9t! ƭŜƎƛǎƭŀǘƛƻƴ Ƙŀǎ ōŜŜƴ ŘŜŦŜǊǊŜŘΦ ¢ƘŜǊŜŦƻǊŜΣ ōǳǎƛƴŜǎǎŜǎ 

that had originally proposed step changes for EPA related costs have withdrawn those proposals. This topic 

remains alive with a potential for increased costs for the businesses, and each has proposed a ΨǇŀǎǎ ǘƘǊƻǳƎƘ 

ŜǾŜƴǘΩ to capture any increased costs as contingent projects. 

We understand that the intent of legislation is to require long term planning and appropriate adjustments 

in practices by the businesses to improve environmental outcomes. 

Should there be any legislative change, with cost implications, these are covered by the NER which provides 

for the meeting of costs associated with legislative change. Consequently, we do not consider that any 

provision is needed for changes in EPA costs in the Final Determination, unless the Victorian Parliament 

legislates before this decision is made.  Nor do we consider that Environmental Pass-Through Events are 

necessary. 

 

36 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%20-
%20Submission%20on%20the%20draft%20Customer%20Satisfaction%20Incentive%20Scheme%20-
%2014%20February%202020.pdf, p19 

https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%20-%20Submission%20on%20the%20draft%20Customer%20Satisfaction%20Incentive%20Scheme%20-%2014%20February%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%20-%20Submission%20on%20the%20draft%20Customer%20Satisfaction%20Incentive%20Scheme%20-%2014%20February%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%20-%20Submission%20on%20the%20draft%20Customer%20Satisfaction%20Incentive%20Scheme%20-%2014%20February%202020.pdf
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3.8 Tariff Structure Statements 

 

In its previous advice to the AER, CCP17 reŦŜǊǊŜŘ ǘƻ ǘƘŜ ƴŜŜŘ ŦƻǊ ŀ άƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘέΥ37 

We support the view of the AER that the tariff proposals need to be considered in the context of 

their proposals on expenditure, connection policies and demand management initiatives, and 

whether the overall ǇŀŎƪŀƎŜ ƻŦ ǘƘŜ ŘƛǎǘǊƛōǳǘƻǊǎΩ ǇǊƻǇƻǎŀƭǎ ǇǊƻǾƛŘŜǎ ŀ ǎŜƴǎƛōƭŜ ŀƴŘ ŎƻƘŜǊŜƴǘ 

strategy to address the energy system transition.  It is important to consider the interactions both 

ways between pricing and other areas such as capex, uptake of electric vehicles, demand response, 

demand growth, and the impact of solar generation uptake. 

In its Draft Decisions, the AER has acknowledged that:38 

! ǘŀǊƛŦŦ ǎǘǊǳŎǘǳǊŜ ǎǘŀǘŜƳŜƴǘ Χ ŀƭǎƻ ŜȄǇƭŀƛƴǎ Ƙƻǿ ŀ ŘƛǎǘǊƛōǳǘƻǊϥǎ ǘŀǊƛŦŦ ǎǘǊŀǘŜƎȅ ŀƭƛƎƴǎ ǿƛǘƘ ƻǘƘŜǊ 

initiatives it is undertaking, such as the management of distributed energy resources and demand 

management. 

The action that resulted from this was that the AER suggested that the Victorian networks should consider 

in their revised proposals:39 

Χ ŀ ǎǘŀǘŜƳŜƴǘ ƻƴ Ƙƻǿ ǘŀǊƛŦŦ Ǉroposals are integrated with demand management and other 

initiatives. 

Lǘ ƛǎ ǘƘŜ ǾƛŜǿ ƻŦ //tмт ǘƘŀǘ ŀ άƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘέ ǎƘƻǳƭŘ ŎƻƳǇǊƛǎŜ ƻŦ ƳƻǊŜ ǘƘŀƴ άŀ ǎǘŀǘŜƳŜƴǘέ ŀǎ ǎǳƎƎŜǎǘŜŘ 

by the AER. 

In their Revised Proposal TSS explanatory documents, the businesses ƘŀǾŜ ǊŜǎǇƻƴŘŜŘ ǘƻ ǘƘŜ !9wΩǎ 

suggestion as follows: 

CitiPower, Powercor and United Energy 

CitiPower, Powercor and United Energy have provided discussion on:40 

¶ The fact that the proposed tariff structures are a product of years of consultation with 

stakeholders; 

¶ LƴǘŜƎǊŀǘƛƻƴ ƻŦ 59w ǘƘǊƻǳƎƘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ CǳǘǳǊŜ bŜǘǿƻǊƪ ǇǊƻƎǊŀƳΤ 

¶ Electric vehicles; 

¶ Solar sponge; and 

¶ Tariff trials. 

¢Ƙƛǎ ŘƛǎŎǳǎǎƛƻƴ ƛǎ ƘŜƭǇŦǳƭ ƛƴ ŀŘŘǊŜǎǎƛƴƎ ǘƘŜ ŘŜǎƛǊŜ ǘƘŀǘ //tмт ŜȄǇǊŜǎǎŜŘ ŦƻǊ ŀ άƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘέΦ  ²Ŝ ŀƭǎƻ 

note in passinƎ ǘƘŜǎŜ ōǳǎƛƴŜǎǎŜǎΩ ǎǘŀǘŜƳŜƴǘ ǘƘŀǘ άǘƘŜǊŜ ƛǎ ǎǘƛƭƭ ŀ ƭƻƴƎ ǿŀȅ ǘƻ ŜǎǘŀōƭƛǎƘ ǘƘŜ ƭŜǾŜƭ ƻŦ 

cost-ǊŜŦƭŜŎǘƛǾƛǘȅ ǘƘŀǘ ŜȄƛǎǘǎ ƛƴ ǘƘŜ ǿƘƻƭŜǎŀƭŜ ŜƭŜŎǘǊƛŎƛǘȅ ƳŀǊƪŜǘέΦ  ¢ƘŜ ŀƛƳ ŦƻǊ ŜƭŜŎǘǊƛŎƛǘȅ ƴŜǘǿƻǊƪ ǘŀǊƛŦŦǎ ƛǎ ǘƻ 

reflect the cost structures in the network business rather than in the wholesale electricity market.  

Stakeholders should not be concerned if the cost-reflectivity in electricity network tariffs differs from the 

 

37 Advice to the AER on the Victorian Electricity DistributoǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 10.6, page 143 
38 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-4 
39 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-6 
40 CP PC UE TSS Explanatory document 2021-2026, section 3.1 ς How our tariff structures align with our overall 
expenditure program, pages 8-11 
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cost-reflectivity in the wholesale electricity market.  The wholesale electricity market and the provision of 

electricity distribution services have quite different characteristics.  Network tariffs do not need to aim for 

the same outcomes as are found in the electricity wholesale market prices. 

AusNet Services 

In its Revised TSS Explanatory statement,41 AusNet Services has provided discussion on subjects including: 

¶ Trends influencing tariff development; 

o aŜŜǘƛƴƎ ŎǳǎǘƻƳŜǊǎΩ ǇŜŀƪ ŘŜƳŀƴŘǎΤ 

Á Growth in air conditioners and other appliances; 

Á Electric vehicles; 

Á Solar PV and home batteries 

¶ Tariff reform in the future; and 

¶ Complementary measures to tariff design. 

Section 1.8.1 of the AusNet {ŜǊǾƛŎŜǎΩ ǊŜǾƛǎŜŘ ¢{{ 9ȄǇƭŀƴŀǘƻǊȅ ǎǘŀǘŜƳŜƴǘ ƛǎ ŜƴǘƛǘƭŜŘ ά5ŜƳŀƴŘ ǊŜǎǇƻƴǎŜ ŀǎ 

ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ǘƻ ǘŀǊƛŦŦǎέΦ  ²Ŝ ǎǳƎƎŜǎǘ ǘƘŀǘ ŘŜƳŀƴŘ ǊŜǎǇƻƴǎŜ ǎƘƻǳƭŘ ōŜ ǳǎŜŘ ŀǎ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ǘƻƻƭ ŀƭƻƴƎǎƛŘŜ 

tariffs rather than as an alternative to tariffs, and this is likely also what AusNet Services has in mind, despite 

the section title. 

The discussion provided by AusNetServices ƛǎ ƘŜƭǇŦǳƭ ƛƴ ŀŘŘǊŜǎǎƛƴƎ ƻǳǊ ŘŜǎƛǊŜ ŦƻǊ ŀ άƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘέΦ 

Jemena 

Jemena has included in its Revised TSS explanatory document42 discussion on 

¶ Meeting customŜǊǎΩ ǇŜŀƪ ŘŜƳŀƴŘΤ 

¶ Complementary measures to tariff design; 

¶ DER integration; 

¶ EV tariffs and trials. 

As for AusNet ServicesΣ ǎŜŎǘƛƻƴ мΦуΦм ƻŦ ǘƘŜ WŜƳŜƴŀ ǊŜǾƛǎŜŘ ¢{{ 9ȄǇƭŀƴŀǘƻǊȅ ǎǘŀǘŜƳŜƴǘ ƛǎ ŜƴǘƛǘƭŜŘ ά5ŜƳŀƴŘ 

ǊŜǎǇƻƴǎŜ ŀǎ ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ǘƻ ǘŀǊƛŦŦǎέΦ  ²Ŝ ǎǳƎƎŜǎǘ that demand response should be used as an additional 

tool alongside tariffs rather than as an alternative to tariffs, and this is likely also what Jemena has in mind, 

despite the section title. 

The discussion provided by Jemena is helpful in addressing ouǊ ŘŜǎƛǊŜ ŦƻǊ ŀ άƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘέΦ 

 

Lƴ ƻǳǊ ǇǊŜǾƛƻǳǎ ŀŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ƛƴƛǘƛŀƭ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭǎΣ ǿŜ ǎǘŀǘŜŘΥ43 

 

41 AusNet, Revised Tariff Structure Statement 2022-26, Explanatory paper, 3 December 2020 
42 Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised Proposal, 
Attachment 12-02, Tariff structure statement - Explanatory document for 1 July 2021 to 30 June 2026, 3 
December 2020 
43 Advice to the AER on the ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 10.7, page 143 
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Tariff reform should seek to promote additional investment in the network by distributors only 

when consumers value that increased demand more than the cost of delivering the additional 

network capacity necessary to meet that demand. 

Nowadays, consumers make more decisions than whether to consumer more or less electricity.  

They may also choose whether to generate their own electricity, to generate surplus electricity to 

export, and/or to invest in battery or other storage.  Tariff reform must take those more complex 

consumer decisions into account as well. 

We also stated: 

A tariff that is not flat may or may not have a more cost reflective structure than a flat tariff.  If it 

is badly designed, a complex non-flat tariff may actually be counter-cost reflective.  It should not 

be assumed that every possible complex tariff is more cost reflective than a flat tariff.  There 

remains an onus on any proponent of a complex tariff to demonstrate that it really is more cost 

reflective than a flat tariff. 

Further, we quoted from the views of the AER as stated in its final determination of Energy QueensƭŀƴŘΩǎ 

TSS for 2020-25: 

άWhile we and the Queensland distributors consider network tariff reform is important, our reasons 

for supporting network tariff reform and the majority of the Queensland distributorsΩ revised TSS 

proposals reflects our own views on what we consider to be the key rationale for network tariff 

reform in Queensland. This is somewhat different to the Queensland distributorsΩ reasons for their 

proposals which, among other matters, was framed in terms of unwinding what the Queensland 

distributors considers to be cross-subsidies between different consumers. 

 Our reasons are framed more in terms of creating the right incentives on retailers and consumers 

for more efficient and innovative retail products and more efficient and informed end user choices 

in when and how they utilise the grid. In turn, we expect this to lead to more efficient utilisation of 

the network and network investment in the long-term interests of all consumers.44 

We concluded: 

It is important that network tariff reform is forward looking, focused on increasing efficiency of 

future use of the grid and of future investments. 

The AER responded in its Draft Decisions:45 

The CCP17 argued in its submission that a badly designed non-flat tariff may not be more 

cost-reflective than a flat tariff. However, DELWP submitted that flat tariffs are no longer a fair or 

ŜŦŦŜŎǘƛǾŜ ǿŀȅ ǘƻ ǊŜŎƻǾŜǊ ŜƭŜŎǘǊƛŎƛǘȅ ǇǊƻǾƛǎƛƻƴ ŎƻǎǘǎΦ ²Ŝ Řƻ ƴƻǘ ǘƘƛƴƪ ǘƘŀǘ //tмтΩǎ ŀǊƎǳƳŜƴǘ ƛǎ 

applicable here, because there are no cost-reflective elements to the proposed flat tariff. However, 

we think that flat tariffs can be effective in recovering electricity provision costs, if they are coupled 

with a cost-reflective element such as a demand or critical peak pricing charge. 

²Ŝ ƴƻǘŜ ǘƘŀǘ 59[²t ǎǘŀǘŜŘ ǘƘŀǘ άŦƭŀǘ ǘŀǊƛŦŦǎ ŀǊŜ ƴƻ ƭƻƴƎŜǊ ǘƘŜ Ƴƻǎǘ ŜŦŦŜŎǘƛǾŜ ƻǊ ŦŀƛǊŜǎǘ ƳŜŀƴǎ ƻŦ ǊŜŎƻǾŜǊƛƴƎ 

ǘƘŜ Ŏƻǎǘǎ ƻŦ ǇǊƻǾƛŘƛƴƎ ŜƭŜŎǘǊƛŎƛǘȅέΣ46 which is not quite the same as saying that they are no longer (at all) 

fair or effective. 

 

44 Attachment 18: Tariff structure statement | Final decision ς Ergon Energy and Energex 2020ς25, page 18-18 
45 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-24 
46 Victorian Department of the Environment, Land, Water and Planning, Victorian Government submission on 
tariff structure statements 2021ς26, 29 May 2020, p.1  
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We agree with DELWP that there are more effective ways and fairer ways of recovering the costs of 

providing electricity than flat tariffs.  We agree with DELWP and with the AER that more complex tariffs 

give more opportunity to provide appropriate incentives to retailers and to consumers. 

We accept the reasons given by the businesses as to why their revised proposed tariff structures are an 

improvement on flat tariffs, and therefore in this case we agree with the AER that these tariff structures 

are appropriate.  That does not mean that in the abstract more complex tariffs are always more cost-

reflective or more appropriate than less complex tariffs. 

 

In our previous advice to the AER, we stated:47 

We are concerned regarding the effects of tariff reform on vulnerable customers.  Research 

conducted by ACIL Allen that was discussed above showed that, while on average vulnerable 

customers would receive lower bills, there would still be around 27% of vulnerable customers who 

would be negatively impacted by more than $10 per annum. Across the population of Victorian 

vulnerable customers, this would be a significant number of households. 

The ACIL Allen analysis covered a limited number of customers and was also restricted to a single 

flat rate against TOU tariff comparison.  We suggest that further work is needed to consider the 

effects on vulnerable customers, using a larger sample, and using tariffs that reflect what actually 

might be implemented.  Specifically, the ratio of peak to off-peak rates should match the 

ōǳǎƛƴŜǎǎŜǎΩ ǇǊƻǇƻǎŀƭǎΣ ŀƴŘ ǎƻƳŜ ǎŜƴǎƛǘƛǾƛǘȅ ŀƴŀƭȅǎƛǎ ǎƘƻǳƭŘ ōŜ ŎƻƴŘǳŎǘŜŘ ŀǊƻǳƴŘ ǘƘŀǘ ǊŀǘƛƻΦ 

We also note that seasonality affects budgeting even if tariffs do not vary seasonally.  The results 

published by ACIL Allen only included annual impacts and have not considered bill variability due 

to seasonality which is significant in Victoria.  Even if customers will pay a lower bill in total on an 

annual basis, in future their bills might vary more significantly than previously in different seasons.  

Those who have difficulty budgeting may be adversely affected if an individual monthly or quarterly 

bill is higher, even if their total bill annually is lower. 

In its Draft Decisions, the AER put the onus on instruments under the control of the Victorian Government, 

rather than to address vulnerable customers directly as a factor in its network pricing TSS decisions.  The 

AER stated:48 

The Victorian government has a number of complementary measures to ensure customers are in 

control of their retail offer and to support vulnerable customers. 

! ǿƻǊŘ ǎŜŀǊŎƘ ǎǳƎƎŜǎǘŜŘ ǘƘƛǎ ǿŀǎ ǘƘŜ ƻƴƭȅ ǊŜŦŜǊŜƴŎŜ ǘƻ άǾǳƭƴŜǊŀōƭŜ ŎǳǎǘƻƳŜǊǎέ ƻǊ ǾǳƭƴŜǊŀōƛƭƛǘȅ ƛƴ ǘƘŜ !9wΩǎ 

Draft Decisions, Attachment 19, Tariff structure statement. 

In their revised TSS: 

¶ CitiPower, Powercor and United Energy address the issue of vulnerable customers by stating:49 

As our TSS proposes the new TOU tariff is applies to new connections, supply upgrades and 

new solar connections, we believe this addresses the issues of vulnerability somewhat as 

we are not proposing to move existing vulnerable customers to the TOU tariff 

While our revised TSS does include a reassignment of legacy TOU customers to the new 

TOU tariff, section 3.2 indicates that bill impacts across the legacy TOU population is 

 

47 Advice ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 10.9, pages 144-145 
48 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-19 
49 CP PC UE TSS Explanatory document 2021-2026, section 4 ς Responding to stakeholder feedback, page 25 
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overwhelmingly a bill reduction. Those customers who are negatively impacted can still 

opt out to the single rate tariff 

Unfortunately, we have not had time to conduct a more detailed sensitivity analysis for 

the revised TSS. 

¶ AusNet Services presented again early analysis and ACIL Allen analysis, notwithstanding that this 

analysis was limited and was based on specific tariffs that are not the same tariffs as those in the 

ōǳǎƛƴŜǎǎŜǎΩ ŎǳǊǊŜƴǘ ǊŜǾƛǎŜŘ ǇǊƻǇƻǎŀƭǎΦ  !ǳǎbŜǘ Services also stated that the customers being 

targeted for TOU tariffs were non-vulnerable customers.50 

¶ WŜƳŜƴŀΩǎ ŎƻƳƳŜƴǘǎ ǊŜƎŀǊŘƛƴƎ ǾǳƭƴŜǊŀōƭŜ ŎǳǎǘƻƳŜǊǎ ǿŜǊŜ ǎƛƳƛƭŀǊ ǘƻ ǘƘƻǎŜ ƻŦ !ǳǎbŜǘΦ  WŜƳŜƴŀ 

presented again early analysis and ACIL Allen analysis, notwithstanding that this analysis was 

ƭƛƳƛǘŜŘ ŀƴŘ ǿŀǎ ōŀǎŜŘ ƻƴ ǎǇŜŎƛŦƛŎ ǘŀǊƛŦŦǎ ǘƘŀǘ ŀǊŜ ƴƻǘ ǘƘŜ ǎŀƳŜ ǘŀǊƛŦŦǎ ŀǎ ǘƘƻǎŜ ƛƴ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ 

current revised proposals.  Jemena also stated: 

To minimise the potential to inadvertently and negatively impact vulnerable customers, we only 

assign or reassign customers when there is a customer-led trigger that is less likely to be 

associated with vulnerable customers. i.e., new connections, installing solar, upgrading to a 

three-ǇƘŀǎŜ ǇƻǿŜǊ ǎǳǇǇƭȅ ŀƴŘ ǇƻǘŜƴǘƛŀƭƭȅ 9±ΩǎΦ 51 

CCP17 current views 

We were disappointed that in its Draft Decisions the AER put the onus on instruments under the control of 

the Victorian Government,52 rather than address vulnerable customers directly as a factor in its TSS 

decisions.  The NER specifically require proposed tariffs to take into account the impact on end-use 

customers of changes in network tariffs.53  The Victorian Default Offer (VDO) and the Advanced Metering 

Infrastructure (AMI) Orders in Council to which the AER refers are under the control of the Victorian 

government, and how they deliver for consumers is outside the control of the AER. 

²Ŝ ŀǊŜ ŀƭǎƻ ŎƻƴŎŜǊƴŜŘ ŀǘ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ǊŜǎǇƻƴǎŜs regarding vulnerable customers.  CP, PC and UE state 

ǘƘŀǘ ƛǘ ƛǎ άǳƴŦƻǊǘǳƴŀǘŜέ ǘƘŀǘ ǘƘŜǊŜ Ƙŀǎ ƴƻǘ ōŜŜƴ ǘƛƳŜ ǘƻ ŎƻƴŘǳŎǘ ŀ ƳƻǊŜ ŘŜǘŀƛƭŜŘ ǎŜƴǎƛǘƛǾƛǘȅ ŀƴŀƭȅǎƛǎ ŦƻǊ ǘƘŜ 

ǊŜǾƛǎŜŘ ¢{{Φ  ²Ŝ ŎƻƴǎƛŘŜǊ ƛǘ ƳƻǊŜ ǘƘŀƴ άǳƴŦƻǊǘǳƴŀǘŜέΦ  Lǘ ƛǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ƻƳƛǎǎƛƻƴ ǿƘƛŎƘ ǎhould be addressed 

ōȅ ŀƭƭ ǘƘŜ ōǳǎƛƴŜǎǎŜǎ ƛƴ ǘƛƳŜ ǘƻ ƛƴŦƻǊƳ ǘƘŜ !9wΩǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴǎΦ 

²Ŝ ƴƻǘŜ ǘƘŜ ōǳǎƛƴŜǎǎŜǎΩ ŎƻƳƳŜƴǘǎ ǘƘŀǘ ǘƘŜȅ ŀǊŜ ƴƻǘ ŘŜƭƛōŜǊŀǘŜƭȅ ǘŀǊƎŜǘƛƴƎ ǾǳƭƴŜǊŀōƭŜ ŎǳǎǘƻƳŜǊǎΣ ōǳǘ ǿŜ 

are sure that some of the customers targeted for TOU tariffs will be vulnerable customers.  Some new 

connections will be vulnerable customers. Some of the businesses themselves have acknowledged that 

some customers on retailer payment assistant schemes or claiming the mains electricity concession, who 

ǘƘŜ ōǳǎƛƴŜǎǎ ŎŀƴΩǘ ƛndividually identify, could still be negatively impacted by being reassigned to a new 

tariff structure.  They also point out that mortgage stress customers or some pensionersτwho as a group 

are increasingly installing solar panelsτmay also be considered vulnerable.54  While the businesses discuss 

ά9± ƻǿƴŜǊǎέΣ ŎǳǎǘƻƳŜǊǎ ǿƛǘƘ 9±ǎ Ƴŀȅ ƴƻǘ ōŜ 9± ƻǿƴŜǊǎΦ  ¢ƘŜȅ Ƴŀȅ ŦƻǊ ŜȄŀƳǇƭŜ ōŜ ƭƻǿŜǊ ǇŀƛŘ ǿƻǊƪŜǊǎ 

 

50 AusNet Services, Revised Tariff Structure Statement 2022-26, Explanatory paper, 3 December 2020, page 38 
51 Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised Proposal, 
Attachment 12-02, Tariff structure statement ς Explanatory document for 1 July 2021 to 30 June 2026, 3 
December 2020, page 21 
52 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-19 
53 See for example NER cl. 6.18.5(h) 
54 See for example Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised 
Proposal, Attachment 12-02, Tariff structure statement ς Explanatory document for 1 July 2021 to 30 June 
2026, 3 December 2020, pages 8-9 
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who happen to be supplied with an EV for work purposes and have to charge their vehicle at home each 

day (for which they may or may not be recompensed by their employer). 

In addition to vulnerability, there is an increasing number of residential and business customers who would 

not normally be classed as vulnerable but are now experiencing issues with affordability. Particularly due 

to the impact of COVID 19 on incomes and on the economy, many customers are facing affordability issues 

for the first time ever and are ill-equipped with the skills or experience needed to cope with their new-

found situations.  This group of customers now facing affordability issues is likely to be wider and larger 

than the range of customers ǘƘŀǘ ǿƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ άǾǳƭƴŜǊŀōƭŜέ ŎǳǎǘƻƳŜǊǎΦ 

Further, the remedy being proposed by the network businesses for these customers facing vulnerability or 

affordability issues is unclear.  On the one hand, the businesses are stating the remedy to be that these 

customers are not being targeted for TOU tariffs and can remain on flat tariffs.  On the other hand, they 

are saying that most customers will be better off on TOU tariffs than on flat tariffs.  TOU tariffs are being 

deliberately discounted to attract more customers.  Given the need for the businesses to set tariffs that 

recover their allowed revenue, discounts on TOU tariffs mean that customers on flat tariffs pay more.  So 

the customers who can least afford it will be protected by keeping them on a higher priced flat tariff rather 

than being targeted to switch to a lower priced TOU tariff? 

Clearly something is not right here.  The reality is that some customers (with or without vulnerability or 

affordability issues) will be better off on flat tariffs, and some will be better off on TOU tariffs.  We are 

lacking information and analysis to identify which customers are in which category. 

The businesses identified: 

Our stakeholders have told us that tariff reform needs to be accompanied by a strong 

communication and education program for customers. They considered that a successful 

communication plan requires cross-industry cooperation and that working effectively with retailers 

is important.55 

This was identified at the beginning of tariff reform discussions a few years ago.  However, strong 

communication and education program for customers will not just appear out of nowhere.  There is now 

less than six months to go before new tariffs come into place at 1 July 2021.  It is still unclear where the 

ƭŜŀŘŜǊǎƘƛǇ ǿƛƭƭ ŎƻƳŜ ŦǊƻƳ ŦƻǊ ǘƘŜ ŎǊƛǘƛŎŀƭƭȅ ƴŜŜŘŜŘ άǎǘǊƻƴƎ ŎƻƳƳǳƴƛŎŀǘƛƻƴ ŀƴŘ ŜŘǳŎŀǘƛƻƴ ǇǊƻƎǊŀƳ ŦƻǊ 

ŎǳǎǘƻƳŜǊǎέΚ  ¢ƘŜǊŜ ǿƛƭƭ ōŜ ǊƻƭŜǎ ŦƻǊ ƎƻǾŜǊƴƳŜƴǘǎΣ ǊŜƎǳƭŀǘƻǊǎΣ retailers, networks and community 

organisations, as well as customers themselves.  But who will take the lead to make sure that a strong 

communication and education program for customers is rolled out in a timely fashion and is fit for purpose? 

 

¢ƘŜ !9wΩǎ Draft Decisions encouraged the distributors to consider closing their legacy time of use tariffs 

and reassigning those customers to the new time of use tariffs.56 

In encouraging the Victorian distributors to consider reassigning those on the legacy cost reflective 

tariffs, we also encourage them to explore whether 1 July 2021 or 1 July 2022 would be more 

appropriate for this reassignment. 

The businesses have all ŜƴǘƘǳǎƛŀǎǘƛŎŀƭƭȅ ŜƳōǊŀŎŜŘ ǘƘƛǎ ŀŎǘƛƻƴ ǘƻ ǘŀƪŜ ŜŦŦŜŎǘ ŀǘ ǘƘŜ ŜŀǊƭƛŜǊ ƻŦ ǘƘŜ !9wΩǎ ǘǿƻ 

proposed dates ς 1 July 2021. 

 

55 See for example Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised 
Proposal, Attachment 12-02, Tariff structure statement ς Explanatory document for 1 July 2021 to 30 June 
2026, 3 December 2020, page 10 
56 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-19 
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We see the logic for this change.  Some of the existing legacy TOU tariffs may no longer be cost reflective 

and may even be less cost reflective than flat tariffs.  As well as hastening the pace of moving customers to 

the new tariff structures, retiring the existing legacy TOU tariffs will result in less confusion for customers 

trying to compare tariffs and prices.  The Victorian Energy Compare website tries to ascertain the tariff 

structure that customers are currently on, in order to determine which tariffs with which retailers they are 

eligible to take up, as this depends on their current tariff structure.  It can be confusing for customers.  It 

may also place an unnecessary burden on retailers and networks to maintain an unnecessarily large range 

of tariffs. 

Lƴ ǘƘŜƛǊ ¢{{ ŜȄǇƭŀƴŀǘƻǊȅ ŘƻŎǳƳŜƴǘǎΣ /tΣ t/ ŀƴŘ ¦9 ǎǘŀǘŜ ǘƘŀǘ άōƛƭƭ ƛƳǇŀŎǘǎ ŀŎǊƻǎǎ ǘƘŜ ƭŜƎŀŎȅ ¢h¦ ǇƻǇǳƭŀǘƛƻn 

are overwhelmingly a bill reduction. Those customers who are negatively impacted can still opt out to the 

ǎƛƴƎƭŜ ǊŀǘŜ ǘŀǊƛŦŦΦέ57  However, the comparison made was comparing 2020 network bills with 2021/22 

network bills if legacy TOU tariff residential customers are reassigned to the new TOU tariff.  The analysis 

does not compare 2020 network bills against other tariff options in 2021/22, or 2021/22 tariff against each 

other.  Therefore, the effects of tariff reform are unknown.  What we are seeing in these comparisons is to 

a large extent the effect of other building block components on tariffs ς such as rate of return and 

treatment of tax. 

AusNet Services and Jemena present similar results in sections 3.7 and 3.5.6 respectively of their TSS 

explanatory documents. 

While we support closing legacy tariffs in principle, we would prefer to see the effects of tariff reform on 

ŎǳǎǘƻƳŜǊǎΩ ƴŜǘǿƻǊƪ ōƛƭƭǎΣ ǊŀǘƘŜǊ ǘƘŀƴ Ƨǳǎǘ ŀƴŀƭȅǎƛƴƎ ŦǊƻƳ ƻƴŜ ǊŜƎǳƭŀǘƻǊȅ ǇŜǊƛƻŘ ǘƻ ŀƴƻǘƘŜǊΣ ǿƘƛŎƘ Ƴŀǎƪǎ 

the effects of tariff reform in the amalgam of other building block changes. 

 

As requested by the AER, the Victorian distribution businesses have discounted their more complex 

residential tariffs as against flat tariffs, to provide more incentive for customers to move to more complex 

tariffs.  Given the need for the businesses to set tariffs to recover their allowed revenue, this means that 

flat tariffs are set at a higher level than where they would otherwise be set.  Discounting residential 

complex tariffs could mean those remaining on flat tariffs pay more than their fair share of network costs. 

In our previous advice to the AER we spoke against this:58 

It is important that the level of the flat rate is not set artificially high in comparison to the TOU rate, 

to encourage vulnerable customers not to opt-out.  The flat rate tariff must offer a reasonable 

safety net for these customers.  The more complex tariff should not be set at a significant discount 

to the flat tariff as that would detract from the effectiveness of the flat rate tariff as a safety net 

tariff. 

CP, PC and UE responded: 

Our original and revised TSS propose a small differential between the new TOU and single rate 

tariffs. We believe this strikes the right balance between encouraging uptake of the new TOU tariff 

and the single rate tariff acting as a safety net. 

Cost reflectivity is reflected not just in tariff structures but in the levels at which tariffs are set.  All other 

things being equal, if one set of tariffs is discounted for reasons other than underlying costs, while another 

set of tariffs is increased to preserve cost recovery, again for reasons other than underlying costs, this act 

of rebalancing is a distortion of cost-reflectivity as against if the rebalancing had not occurred. 

 

57 CP PC UE TSS Explanatory document 2021-2026, section 4 ς Responding to stakeholder feedback, page 25 
58 Advice to the AER on tƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 10.9, page 146 
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We understand that the view of the AER and of the businesses is that the distortion can be tolerated, 

because the distortion is small, and in the opinion of the AER and the businesses the benefits that they 

perceive from encouraging more customers onto more complex tariffs outweighs the downside of the 

distortion. 

However, we have not seen any analysis of this balance between benefits and downside.  We could accept 

the rebalancing if there is quantitative analysis of benefits against downside that shows that at the level of 

distortion proposed the benefits of encouraging more customers onto complex tariffs do exceed the 

downside of distortion. 

 

In our previous advice to the AER, we stated: 

We understand that the AER considers that the target audience for cost reflective network tariffs 

is primarily retailers, not end-use customers.  However, among the pricing principles set out in the 

NER: 

¶ The network must consider the impact on retail customers of changes in tariffs from the 

previous regulatory year. 

¶ The structure of each tariff must be reasonably capable of being understood by retail 

customers that are assigned to that tariff. 

These pricing principles are aimed at impacts on customers rather than retailers, and capability of 

understanding by customers and not just retailers.  Thus, the AER does need to consider the 

network tariffs from a customer perspective rather than just a retailer perspective. 

We maintain this view. 

The AER stated in its Draft Decisions: 

We consider the potential approaches available to retailers to respond to cost reflective network 

tariffs can be grouped into three main categories: 

ω Insurance style ς ǘƘŜ ǊŜǘŀƛƭŜǊ ƳŀƴŀƎŜǎ ƴŜǘǿƻǊƪ ǇǊƛŎŜ Ǿƻƭŀǘƛƭƛǘȅ ƻƴ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ōŜƘŀƭŦ 

and simply charges a fixed charge and flat kWh energy charge. 

ω Pass through offers ς the retailer passes the price signals and associated volatility directly 

through to the customer for a lower margin. 

ω Prices for devices ς ǘƘŜ ǊŜǘŀƛƭŜǊ όƻǊ ǘƘƛǊŘ ǇŀǊǘȅύ ƳŀƴŀƎŜǎ ǘƘŜ ŎǳǎǘƻƳŜǊǎΩ ǎƳŀǊǘ ŘŜǾƛŎŜǎ ǘƻ 

respond to price signals and charges a simple, discounted retail structure. 

We agree that this is the likely range of retailer responses, and it will be up to retailers to set the tariff 

structures and price levels that they wish to offer.  It is unclear whaǘ ŦƻǊƳ ǘƘŜ άƛƴǎǳǊŀƴŎŜ ǎǘȅƭŜέ ǘŀǊƛŦŦǎ ǿƛƭƭ 

take.  Insurance is not free.  Insurance often comes at a cost that customers might be asked to pay.  Further, 

while retailers can buy instruments to cover energy cost volatility, such as swap contracts and other 

financial instruments for hedging, there are no instruments through which retailers can hedge volatility in 

network costs.  On that basis, customers seeking flat retail offers might be better served through flat 

ƴŜǘǿƻǊƪ ǇǊƛŎƛƴƎ ǎƻ ǘƘŀǘ ǘƘŜǊŜ ƛǎ ƴƻ άƛƴǎǳǊŀƴŎŜ ǇǊŜƳƛǳƳέ ŦƻǊ ǘƘŜ ǊŜǘŀƛƭŜǊ ƳŀƴŀƎƛƴƎ ƴŜǘǿƻǊƪ Ŏƻǎǘ ǾƻƭŀǘƛƭƛǘȅΦ 

 

The AER stated in its Draft Decisions:59 

 

59 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-16 



 

78 
 

We require the following changes to achieve compliance with the pricing principles for direct 

control services including: 

Χ 

¶ the five Victorian distributors to introduce tariff choice for large business customers in 

addition to the proposed default tariff in the form of individually calculated customer (ICC) 

tariffs. 

The distribution businesses have responded as follows: 

CP, PC and UE stated:60 

We were not expecting this requirement to be included in the Draft Decision and consider that there 

is insufficient time in the nine-week revised proposal period to design and develop a completely 

new tariff. However, we are proposing to enhance the United Energy large customer tariff structure 

to make it more cost-reflective and apply it across CitiPower, Powercor and United Energy. 

Jemena considered the issues raised by the AER within the window available for submitting its revised 

proposal.  The business engaged its Customer Council, sought Large Business views via a survey, and 

investigated ICC tariffs provided by DNSPs in other jurisdictions.61 

Jemena has not proposed ICCs.62  WŜƳŜƴŀΩǎ ŘŜŎƛǎƛƻƴ ƛǎ ōŀǎŜŘ ƻƴ ǎǘŀƪŜƘƻƭŘŜǊ ŎƻƴǎǳƭǘŀǘƛƻƴΣ ŀƴŘ ǘƘŜ ōǳǎƛƴŜǎǎΩ 

ƻǿƴ ŀǎǎŜǎǎƳŜƴǘ ǘƘŀǘ L// ǘŀǊƛŦŦǎ ǿƻǳƭŘ ǇǊƻǾƛŘŜ ƭƛƳƛǘŜŘ ŀŘŘƛǘƛƻƴŀƭ ōŜƴŜŦƛǘ ŦǊƻƳ WŜƳŜƴŀΩǎ ǇǊƻǇƻǎŜŘ ǇƻǎƛǘƛƻƴΦ  

WŜƳŜƴŀΩǎ ŀǎǎŜǎǎƳŜƴǘ ƛƴŎƭǳŘŜŘ ǘƘŀǘΥ 

There are practical and administrative difficulties to commit to ICCs for the revised proposal, 

including appropriate consultation, building/licensing/running a new locational pricing model, 

developing a negotiating framework and increasing internal resources to administer. 

We have concerns about making this optional, leading to customers self-selecting the cheapest 

tariff, which has no associated behavioural change benefit. 

CCP17 view 

CCP17 has sympathy with the view that there is insufficient time in the nine-week revised proposal period 

to design and develop a completely new tariff such as proposed by the AER in its Draft Decisions.  We 

commend Jemena for undertaking the stakeholder consultation that it has done on ICCs in the time 

available since the Draft Decisions. 

We also resonate with the comment above from Jemena that tariff choice can lead to customers 

self-selecting the cheapest tariff, which has no associated behavioural change benefit.  This is true across 

all classes of customers, including residential and small business customers, and not just large business 

customers. 

We quoted above and in our previous advice to the AER from the views of the AER as stated in its final 

ŘŜǘŜǊƳƛƴŀǘƛƻƴ ƻŦ 9ƴŜǊƎȅ vǳŜŜƴǎƭŀƴŘΩǎ ¢{{ ŦƻǊ нлнл-25: 

άWhile we and the Queensland distributors consider network tariff reform is important, our reasons 

for supporting network tariff reform and the majority of the Queensland distributorsΩ revised TSS 

 

60 CP PC UE TSS Explanatory document 2021-2026, section 3.3 ς Large business, page 17 
61 Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised Proposal, 
Attachment 12-02, Tariff structure statement ς Explanatory document for 1 July 2021 to 30 June 2026, 3 
December 2020, page 60 
62 Jemena Electricity Networks (Vic) Ltd, 2021-26 Electricity Distribution Price Review, Revised Proposal, 
Attachment 12-02, Tariff structure statement ς Explanatory document for 1 July 2021 to 30 June 2026, 3 
December 2020, page 70 
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proposals reflects our own views on what we consider to be the key rationale for network tariff 

reform in Queensland. This is somewhat different to the Queensland distributorsΩ reasons for their 

proposals which, among other matters, was framed in terms of unwinding what the Queensland 

distributors considers to be cross-subsidies between different consumers. 

 Our reasons are framed more in terms of creating the right incentives on retailers and consumers 

for more efficient and innovative retail products and more efficient and informed end user choices 

in when and how they utilise the grid. In turn, we expect this to lead to more efficient utilisation of 

the network and network investment in the long-term interests of all consumers.63 

With any tariff reform, there will always be customers who move to new tariff structures to save money, 

without any changed behaviour.  We also understand that network businesses see tariff reform as a 

mechanism to address what they perceive as historic cross-subsidies.  But most importantly, across all 

customer segments (residential, small business and large business), we agree with the AER that we expect 

tariff reform to lead to more efficient utilisation of the network and network investment in the long-term 

interests of all consumers.  We do not expect to see tariff reform justified solely or primarily on the basis 

of statements that mƻǊŜ ŎƻƳǇƭŜȄ ǘŀǊƛŦŦǎ ŀǊŜ ƳƻǊŜ άŎƻǎǘ-ǊŜŦƭŜŎǘƛǾŜέ ǘƘŀƴ Ŧƭŀǘ ǘŀǊƛŦŦǎΦ  wŀǘƘŜǊΣ ǿŜ ŜȄǇŜŎǘ ǘƻ 

see the way in which tariff reform will lead to those outcomes articulated, justified and verified in 

ōǳǎƛƴŜǎǎŜǎΩ ǇǊƻǇƻǎŀƭǎ ŀƴŘ ǊŜǾƛǎŜŘ ǇǊƻǇƻǎŀƭǎΦ  hǾŜǊ ǘƛƳŜ ǿŜ ŜȄǇŜŎǘ to see the efficiency gains that are 

captured by the businesses directly through tariff reform to lead explicitly to lower levels of spending by 

the businesses and to lower network tariffs. 

 

In our previous advice to the AER on the businŜǎǎŜǎΩ ǊŜƎǳƭŀǘƻǊȅ ǇǊƻǇƻǎŀƭǎΣ ǿŜ ǎǘŀǘŜŘΥ64 

Often, in comparing the effects of tariff reform on consumers, network businesses define whether 

ŀ ŎǳǎǘƻƳŜǊ ƛǎ άōŜǘǘŜǊ ƻǊ ǿƻǊǎŜ ƻŦŦέ ǎƻƭŜƭȅ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ǘƘŜ ǎƛȊŜ ƻŦ ǘƘŜ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭΣ ǿƛǘƘƻǳǘ ǊŜƎŀǊŘ 

to levels of household stress that may be adversely affected by more complex tariffs. Customer 

ǿŜƭƭōŜƛƴƎ ƛǎ ƛƳǇƻǊǘŀƴǘ ŀƴŘ ƴŜŜŘǎ ǘƻ ōŜ ŀǎǎŜǎǎŜŘ ŀǎ ǇŀǊǘ ƻŦ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎŜǎΩ ƛƳǇŀŎǘ ŀƴŀƭȅǎŜǎ ƻŦ 

new proposed tariff structures. There is a growing body of research that has found that complex 

ǘŀǊƛŦŦǎ ŎƻǳƭŘ Ǌƛǎƪ ŎǳǎǘƻƳŜǊǎΩ ǿŜƭƭōŜƛƴƎ ōȅ ŎŀǳǎƛƴƎ ŘƛǎŎƻƳŦƻǊǘ ŀƴŘ ŀƴȄƛŜǘȅΦ 

We welcome the AER considering customer well-being in its consideration of network TSS in order 

to satisfy the customer impact principle in the Rules. 

We did ƴƻǘ ǎŜŜ ǎǳŎƘ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƛƴ ǘƘŜ !9wΩǎ Draft Decisions, and we would welcome seeing this matter 

ŀŘŘǊŜǎǎŜŘ ƛƴ ǘƘŜ !9wΩǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴǎΦ  ¢ƘŜǊŜ ƘŀǾŜ ōŜŜƴ ǾŀǊƛƻǳǎ ŀŎŀŘŜƳƛŎ ǎǘǳŘƛŜǎ ƻƴ ǘƘƛǎ ƳŀǘǘŜǊΣ ǿƘƛŎƘ 

were discussed in two Etrog Consulting submissions to tƘŜ !9wΩǎ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ǘƘŜ ¢{{ ǘƻ ŀǇǇƭȅ ƛƴ 

Queensland from 2020 to 2025.65 

 

We have discussed in various places in this submission and in previous submissions the fact that 

comparisons are made against old tariff structures in a previous regulatory period rather than what the 

tariffs would be with or without tariff reform in the upcoming regulatory period. 

In this case, analysis has been undertaken by the businesses that compares 2020 network bills against new 

tariffs in 2021/22, rather than comparing various 2021/22 tariffs against each other.  Therefore, the effects 

 

63 Attachment 18: Tariff structure statement | Final decision ς Ergon Energy and Energex 2020ς25, page 18-18 
64 !ŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ ǘƘŜ ±ƛŎǘƻǊƛŀƴ 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƻǊǎΩ wŜƎǳƭŀǘƻǊȅ tǊƻǇƻǎŀƭǎ ŦƻǊ ǘƘŜ wŜƎǳƭŀǘƻǊȅ 
Determination 2021-26, CCP17, 10 June 2020, section 10.10, page 145 
65 See Etrog Consulting: Report on TSS 31 May 2019, and Report on AER draft determination 2020-25 and EQ 
revised TSS 15 January 2020   
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of tariff reform are unknown.  What we are seeing in these comparisons is to a large extent the effect of 

other building block components on tariffs ς such as rate of return and treatment of tax. 

We understand that the NER refer to comparing effects of customers from one year to the next, but this 

does not and should preclude comparisons hat actually show what effects tariff reform in its own right (and 

not muddied through other year-on-year changes) is having on consumers.  Information provision such as 

ǘƘŀǘ ƛǎ ƪŜȅ ǘƻ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ άǿƛƴƴŜǊǎ ŀƴŘ ƭƻǎŜǊǎέ ƻŦ ǘŀǊƛŦŦ ǊŜŦƻǊƳΣ ŀƴŘ ǿƘŀǘ ŎƻƳǇƭŜƳŜƴǘŀǊȅ ƳŜŀǎǳǊŜǎ 

are required to support customers who may άƭƻǎŜέ ǘƘǊƻǳƎƘ ǘŀǊƛŦŦ ǊŜŦƻǊƳΦ  Lǘ ƛǎ ŀƭǎƻ ƪŜȅ ǘƻ ǳƴŘŜǊǎǘŀƴŘƛƴƎ 

whether tariff reform in its own right is in the long-term interests of consumers. 

We often hear it said that now is a good time to implement tariff reform, because with other changes 

lowering ŎǳǎǘƻƳŜǊǎΩ ōƛƭƭǎ ƻǾŜǊŀƭƭΣ ǘƘŜȅ ǿƛƭƭ ƘŜƭǇ ǘƻ ƘƛŘŜ ŀƴȅ ōƛƭƭ-increasing aspects of tariff reform.  We 

ǳƴŘŜǊǎǘŀƴŘ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ άǿƛƴƴŜǊǎ ŀƴŘ ƭƻǎŜǊǎέ ƛƴ ŀƴȅ ǘŀǊƛŦŦ ǊŜŦƻǊƳΣ ŀƴŘ ƘŀǾƛƴƎ ƻǘƘŜǊ ƳŜŀǎǳǊŜǎ ǘƘŀǘ ǎŜǊǾŜ 

to decrease bills and thereby offset increases in tariffs that result from tariff reform is clearly helpful. 

However, on the other hand, we feel that sometimes this argument is used to justify less scrutiny of the 

benefits of tariff reform per se than would be the case in the absence of other factors pushing down prices 

at the same time.  As with other elements of network pricing determinations, tariff reform should be 

scrutinised in its own right to determine its appropriateness whether other aspects of pricing are pushing 

prices up or down or neither. 

 

In its Draft Decisions, the AER suggested that the Victorian networks consider elements of their tariff 

ǎǘǊǳŎǘǳǊŜ ǇǊƻǇƻǎŀƭǎ ǿƛǘƘ ŀ ǾƛŜǿ ǘƻ ƳŀƪƛƴƎ ŦǳǊǘƘŜǊ ƛƳǇǊƻǾŜƳŜƴǘǎ ƛƴŎƭǳŘƛƴƎ ά/ƛǘƛtƻǿŜǊΣ tƻǿŜǊŎƻǊ ŀƴŘ 

United Energy consider a larger peak to off peak ratio for their small customer cost reflective tariffs to more 

ŎƭƻǎŜƭȅ ŀƭƛƎƴ ǿƛǘƘ ǘƘŜƛǊ ƘƛǎǘƻǊƛŎŀƭ ǾŀƭǳŜǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ Ǌŀǘƛƻǎ ǇǊƻǇƻǎŜŘ ōȅ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ ŀƴŘ WŜƳŜƴŀέΦ66 

The AER wrote further on this matter:67 

Higher peak to off-peak ratios reward response 

In their proposed tariff structure statements, CitiPower, Powercor, and United Energy proposed 

tariff structures with a peak to off-peak ratio of 2.5 for residential customer tariffs. In contrast, 

Jemena proposed a ratio of around 3, while AusNet Services proposed a ratio closer to 5 which 

effectively maintains the ratios their customers have been facing during the current regulatory 

control period (2016ς20). 

For small business tariff structures, AusNet Services proposed a peak to off-peak ratio of 4.4, 

CitiPower 2.5, Jemena 5.1, Powercor 4.5, and United Energy 4.5. These proposed ratios are broadly 

consistent with the ratios AusNet Services, Jemena, and PowercorΩs customers currently face, but 

are a reduction for CitiPower and United EnergyΩs customers. 

The use of peak to off-peak ratios of around 2.5 for residential and around 4.5 for small business 

tariffs is a result of the early engagement with customers. These ratios were established to inform 

the assumptions underpinning the consumer impact analysis undertaken by distributors and allow 

for comparison between the distributors. But they were not aligned with the historical ratios 

residential customers and their retailers have been engaging with during the 2016ς20 regulatory 

control period. 

For example, in their 2020 annual pricing proposals the five distributorsΩ approved peak to off-peak 

ratios for residential customers averaged around 5, ranging from 3.8 for CitiPowerΩs tariffs (C2R 

 

66 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-6 
67 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-14 to 19-15 
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and C3R) to 6.4 for United EnergyΩs tariff (LVS2R). The equivalent ratio for small business users 

averaged 4.6, ranging from 3.2 for CitiPowerΩs tariff (C2G5) to 6.3 for the summer component of 

United EnergyΩs tariff (LVM2R5D). 

As distributorsΩ tariffs are set to recover their regulated revenue requirement, to reduce the ratio 

from the rates in tariffs for the current regulatory period, the off-peak rate must be increased 

relative to the current period. This means that customers will receive a weaker incentive to change 

their behaviour and reduce investment requirements, as well as facing higher prices for 

consumption that is not driving network costs. 

We consider the proposed ratios to be reasonable. However we encourage CitiPower, Powercor, 

and United Energy to continue with their review of their proposed ratios. We note that small users 

and their retailers will be given a choice between flat rate, time of use, and demand tariff structures 

to help them decide what will work best for them. We also consider at least maintaining the current 

ratios would be more consistent with the pricing principles for direct control services which require 

distributors to progress along the path to more cost reflective network tariffs with each round of 

tariff structure statements. 

CP, PC, UE wrote in response:68 

The AER asked us to consider a larger peak to off peak ratio for their small customer cost reflective 

tariffs to more closely align with their historical values 

We propose a peak/offpeak ratio of 4.0 for residential and 4.5 for non-residential to better align 

with legacy tariff ratios. This minimises bill impacts associated with legacy TOU tariff customers 

being moved to the new TOU tariff. It also lowers our off-peak rate which applies during solar 

export times and therefore resembles a solar sponge. 

CCP17 has examined the peak/off-peak ratio now being proposed in the revised proposals for residential 

customers.  We used the NUOS rates for comparison, partly because they represent the totality of the 

ƴŜǘǿƻǊƪ ŎƻƳǇƻƴŜƴǘ ƻŦ ŎǳǎǘƻƳŜǊǎΩ ōƛƭƭǎ ŀƴŘ ǇŀǊǘƭȅ ōŜŎŀǳǎŜ !ǳǎbŜǘ Services appears only to have included 

NUOS charges in its revised indicative tariffs for 2021-26, and not the full breakout into DUOS, TUOS and 

jurisdictional cost components.  Our analysis confirms that the peak to off-peak price ratio in the revised 

proposed residential TOU tariffs are approximately: 

¶ 4 in the case of CP, PC and UE 

¶ 3.2 in the case of Jemena 

¶ 4.75 in the case of AusNet Services 

²Ŝ ŀǊŜ ŎƻƴŎŜǊƴŜŘ ǘƘŀǘ ƘŜ ǿƻǊŘƛƴƎ ƻŦ ǘƘŜ !9wΩs Draft Decisions may be interpreted as suggesting that the 

higher the peak/off-peak ratio in the TOU tariffs the more cost-reflective the tariffs are.  This is not 

necessarily the case.  We would have preferred to see some analysis from CP, PC and UE to show that the 

change of ratio from 2.5 to 4 really is more cost-reflective and will engender more efficient outcomes.  

 

We have undertaken some analysis to see whether a small usage residential customer would face a lower 

network component of the bill with a flat tariff or a TOU tariff. 

Each of the businesses has the same fixed charge for both single and two rate tariffs within that business ς 

which are for example 25c/day for CP, 38c/day for PC. 

 

68 CP PC UE TSS Explanatory document 2021-2026, section 3.3 ς Large business, page 7 
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This is helpful because it means that comparing revised proposed indicative NUOS charges one can see 

whether a customer faces a lower network component of the bill on two-rate vs single rate just by 

comparing the ratio of off-peak (i.e., 9pm to midnight and midnight to 3pm) to peak (3-9pm) consumption, 

and ignoring fixed charges. 

Of course, ƛǘ ŘƻŜǎƴΩǘ ǘŜƭƭ ǳǎ Ƙƻǿ ǊŜǘŀƛƭŜǊǎ ǿƛƭƭ ǇǊŜǎŜƴǘ ǘƘŜ ŎƘŀǊƎŜǎΦ 

The AusNet fixed rate tariff has two blocks.  Our calculations are based on an AusNet residential customŜǊΩǎ 

ǳǎŀƎŜ ōŜƛƴƎ ǎƻƭŜƭȅ ƛƴ ǘƘŜ ŦƛǊǎǘ ōƭƻŎƪΦ  LŦ ŀƴ !ǳǎbŜǘ ǊŜǎƛŘŜƴǘƛŀƭ ŎǳǎǘƻƳŜǊΩǎ ǳǎŀƎŜ ǎǇƛƭƭǎ ƛƴǘƻ ŀ ǎŜŎƻƴŘ ōƭƻŎƪΣ 

then the off-peak to peak usage that makes the network component of the bill smaller on TOU rather than 

flat rate tariff is lower than shown below. 

wƻǳƎƘƭȅΣ ŀ ǎƳŀƭƭ ǊŜǎƛŘŜƴǘƛŀƭ ŎǳǎǘƻƳŜǊΩǎ ƴŜǘǿƻǊƪ ŎƘŀǊƎŜ ŦƻǊ нлнм-22 is lower on TOU rather than single rate 

if their off-peak usage is at least the following multiple of their peak usage: 

¶ Jemena: 1.02 

¶ AusNet: 1.12 

¶ PC: 1.88 

¶ CP: 1.94 

¶ UE: 2.17 

We see no underlying network cost reason for the range, which goes from off-peak usage just a little higher 

than peak usage to off-peak usage more than double the peak usage. 

These differences may affect the messaging that is communicated to retailers and to customers regarding 

the characteristics of customers that might face lower charges with TOU as against single rate tariffs. 

All other things being equal, we would expect these ratios to reduce as the distortion to rates to encourage 

more take-up of TOU tariffs increases year-on-year in the upcoming regulatory period. 

3.9 Specific comments regarding Electric Vehicle tariffs 

Under the title Tariff trials can help inform future strategies, the AER wrote in its Draft Decisions:69 

In their tariff structure statement proposals the distributors expressed interest in exploring network 

tariff trials during this regulatory period. For example, we understand they have been engaging 

with Energy Consumers Australia (ECA) on its proposed electric vehicle tariff to consider whether 

this could be adopted as a tariff offer or trialled during the regulatory control period. However, 

significant detail remains to be clarified regarding how this tariff may be applied. 

Χ 

We believe tariff trials are a valuable tool for exploring alternative arrangements and building 

distributor, retailer, and consumer understanding of how these alternative arrangements may 

work in practice. However, distributors should outline their intentions and strategy in their tariff 

structure statement proposals so this can be done in a systematic, transparent manner. 

We were pleased to attend an EV workshop on Victorian tariff structure statement proposals for 2021-26 

which the AER convened on 11 November 2020.70 

The workshop included presentations from: 

 

69 Draft decisions, Attachment 19, Tariff structure statement, September 2020, page 19-20 
70 Presentation slides from the workshop and other relevant material can be found at 
https://www.aer.gov.au/networks-pipelines/network-tariff-reform 

https://www.aer.gov.au/networks-pipelines/network-tariff-reform
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¶ DELWP; 

¶ ACCC Regulatory Economics Unit; 

¶ AER; 

¶ ECA and Energeia; and 

¶ Electric Vehicle Council. 

This workshop and the summary paper produced afterwards were very useful to understand the range of 

views and issues to be addressed, as well as next steps. 

Our adŘƛǘƛƻƴŀƭ ŎƻƳƳŜƴǘǎ ǘƘŀǘ ǿŜǊŜ ƴƻǘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ !9wΩǎ ǎǳƳƳŀǊȅ ǇŀǇŜǊ ƛƴŎƭǳŘŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 

1. ¢ƘŜ ǎǳƳƳŀǊȅ ǇŀǇŜǊ ǊŜŦŜǊǊŜŘ ǘƻ ǇŀǊǘƛŎƛǇŀƴǘǎ ƘŀǾƛƴƎ άƎŜƴŜǊŀƭƭȅ ŀŎŎŜǇǘŜŘ ǘƘŜ long-term goal of network 

ǘŀǊƛŦŦ ǊŜŦƻǊƳέΦ  {ƻƳŜǘƛƳŜǎ ǘƘŜǊŜ ƛǎ ƭŀŎƪ ƻŦ ŎƭŀǊƛǘȅ ǊŜƎŀǊŘƛƴƎ ǿƘat is the long-term goal of network tariff 

reform.  Sometimes we fear that people have lost track of what the goal is.  They mistake the goal as 

being the implementation of complex network tariffs, and the more retailers face complex network 

tariffs the greater the extent to which the goal has been achieved.  We disagree with that.  That is not 

the goal. 

2. A particularly useful slide (reproduced below) from the ACCC Regulatory Economics Unit in the 

workshop made it clear that existing tariffs fall short of the ideal tariff structure. 

3. The provision of network capacity does to some extent still drive network costs, but it is no longer the 

biggest driver.  The integration of DER is now driving network costs to a far greater extent than 

provision of network capacity.  Declining minimum demands are these days troubling distribution and 

transmission networks and the market operator more than rising maximum demands. 
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Table 13: Electric vehicle tariff considerations (source: AER) 

One retailer ς Powershop ς ƛƴǘǊƻŘǳŎŜŘ ƛƴ нлмф ŀ άǎǳǇŜǊ ƻŦŦ-ǇŜŀƪ ǘŀǊƛŦŦέ ŦƻǊ ŜƭŜŎǘǊƛŎ ǾŜƘƛŎƭŜ ƻǿƴŜǊǎΣ ǿƛǘƘ 

lower rates aimed at EV charging between the hours of 12am ς 4am.71 

There is a lot of work still required on EV tariffs. 

We support tariff trials, which need to include not just trials of tariffs themselves, but also need to take 

into account real usage cases.  Not all EV drivers will be owner-occupiers who can install their own charging 

equipment in their own property.  Some will be renters.  Some will park their EV overnight in a car parking 

space managed by a body corporate.  Some will not have access to their own off-road charging facilities 

and will be reliant on public charging facilities.  Some EV drivers will be EV owners; others will be 

responsible for charging an EV that they drive which may be provided by a third party such as their 

employer.  These issues also need to be taken into account in future considerations. 

3.10 Future Networks 

Addressing Future Networks, including addressing the continued rapid growth in Distributed Energy 

Resources (DER), continued as a major point of discussion for network businesses, governments and 

regulators, and of course customers and the wider community. 

All of the Victorian electricity distributors continue some level of engagement with their consumer 

representatives about how to meet expectations of new energy technologies. 

Since our Advice to the AER for the initial proposals way back in June 2020, we have seen the release of 

the Value of Distributed Energy Resources (VaDER) report by the CSIRO and Cutler Merz, as well as rule 

change requests from AEMO and consumer groups that address the technical requirements and 

connection obligations on networks to enable customers to connect to the network and export some 

energy.  There are also wide discussions in cost allocation and pricing, including tariffs, which relate to DER, 

energy storage and consumer technologies such as Virtual Power Plants, Electric Vehicles and energy 

storage (on both sides of the meter). 

There ƛǎ ƴƻ Řƻǳōǘ ǘƘŀǘ ǿƘŀǘŜǾŜǊ ΨǇŜƎ ƛƴ ǘƘŜ ǎŀƴŘΩ ǘƘŀǘ ŀǊƛǎŜǎ ŦǊƻƳ ǘƘƛǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴΣ ƛǘ ǿƛƭƭ ōŜ ƴƻ ƳƻǊŜ ǘƘŀƴ 

an interim position from a commercial, technical, market and consumer point of view. 

In our response to the initial proposals, CCP17 spent considerable time considering the consumer 

sentiment towards energy export and network costs, as well as the role of some form of inverter control 

to improve network conditions and customer equity at time of peak export. We also considered the 

capability of the solar PV industry to meet the objectives of the aggressive Victorian Government Solar 

Homes Programme.  

Ultimately, we advocated five key activities that we hoped utilities would adopt over the next 5 years, 

being: 

a) Adopt a staged, information-driven approach to addressing DER and new technology capability, 

ǿƘƛŎƘ ǿŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ΨǇƭŀƴ ς do ς check ς ŀŎǘΩ ƻǾŜǊ ƳƻǊŜ ǘƘŀƴ м ǊŜƎǳƭŀǘƻǊȅ ǇŜǊƛƻŘΦ 

b) tǊƛƻǊƛǘƛǎŜ ƛƴǾŜǎǘƳŜƴǘ ǘƻ ŜȄǘǊŀŎǘ ŀǎ ƳǳŎƘ ōŜƴŜŦƛǘ ŦǊƻƳ ŀ ΨǎƳŀǊǘ ƴŜǘǿƻǊƪΩΣ ƭŜǾŜǊƛƴƎ ƻŦŦ ǘƘŜ ŜȄǘŜƴǎƛǾŜ 

application of AMI data and network automation, to plan and operate the network in the most 

efficient way,  

 

71 See https://www.canstarblue.com.au/electricity/powershop-super-off-peak-tariff-electric-vehicle, 
https://www.powershop.com.au/electric-vehicle-tariff 

https://www.canstarblue.com.au/electricity/powershop-super-off-peak-tariff-electric-vehicle
https://www.powershop.com.au/electric-vehicle-tariff
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c) Maintain a close 2-way communication channel with customers, informing and influencing 

decisions wherever and however appropriate, to enhance service delivery, network connection 

planning and customer expectations, and 

d) /ƻƴǎƛŘŜǊ ŀ ŎŀǇŀōƛƭƛǘȅ ŦƻǊ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ΨƴŜǘǿƻǊƪ ǘŜŎƘƴƛŎŀƭ ƻǇŜǊŀǘƛƴƎ ŜƴǾŜƭƻǇŜǎΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ 

not only technical control capacity but the customer communication and engagement pathways 

necessary for an effective implementation once the need arises. 

e) Take a holistic view of DER integration and network futures, embracing the interrelationships 

between technical advances, tariffs and pricing, demand response, connection standards, 

consumer engagement and communication and informing regulatory decisions. 

We are pleased that the AER has largely reflected that approach in their Draft Decisions, and that the 

distributors to a large extent have accepted that opportunity. 

The Draft Decisions included digital network expenditure that was the subject of consumer and consultant 

ŎƻƴŎŜǊƴǎΦ ²Ŝ ŀŎƪƴƻǿƭŜŘƎŜ ǘƘŀǘ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ŀ ƭƻǘ ƻŦ ΨǇƻǎǘ ǇǊƻǇƻǎŀƭΩ ǿƻǊƪ ōŜǘǿŜŜƴ !9w ŀƴŘ ǘƘŜ 5.ǎ 

developing a broader picture of the role, uptake and impact of DER in Victoria.  

Across their revised proposals, the distributors continue, quite understandably, to reflect a level of risk that 

a reduced level of DER investment may hold. These concerns include: 

ω Continued strong growth in DER penetration and the associated technical challenges this presents 

for the efficient operation of the network  

ω Enhanced support from the Victorian Government for DER and energy efficiency schemes 

ω Continued strong customer investment in DER, particularly rooftop solar PV, often equal to 

ΨƳŀȄƛƳǳƳ ǊŀǘŜ ƻŦ ǳǇǘŀƪŜΩ ŦƻǊecasts developed since the initial proposals 

ω The number of market and regulatory influences under way in parallel ς AEMC sprint and rule 

changes, technical standard changes and changing demand patterns from working from home. 

CCP17 acknowledges these risks, and agrees that the distributors are well-justified in raising them now and 

in the future in both regulatory and community forums.  

²Ŝ ŎƻƴǘƛƴǳŜ ǘƻ ŀŘǾƻŎŀǘŜ ŦƻǊ 5b{tǎ ǘƻ ƭƻƻƪ ōŜȅƻƴŘ ΨǎƻƭŀǊ ŜƴŀōƭŜƳŜƴǘΩ ǘƻ ŀ ΨŦǳǘǳǊŜ ƻǇŜǊŀǘƛƴƎ ƳƻŘŜƭΩ ǘƘŀǘ 

considers utilisatiƻƴΣ ǘŀǊƛŦŦ ǎƛƎƴŀƭǎΣ ŎƘŀƴƎƛƴƎ ŜƴŜǊƎȅ ƳƛȄΣ 9±ΩǎΣ ŀƴŘ ΨǎƳŀǊǘΩ ŘŜƳŀƴŘ ǊŜǎǇƻƴǎŜΦ 

3.11 Electric vehicles 

The uptake of electric vehicles (EVs) is a subject of great interest to energy consumers and networks alike. 

There is little experience of how and where customers choose to charge EVs, and the rapid adoption of 

intelligent energy systems to charge vehicles directly from rooftop solar installations and vehicle-to-grid 

opportunities make policy setting difficult. 

It is important to discuss this matter, albeit briefly, in this Advice. 

a) Pass-through event 

Some distributors have proposed pass through arrangements should the uptake of electric vehicles in the 

regulatory period reach a point where additional network augmentation may be required. 

CitiPower, Powercor and United Energy consider the possibility of an electric vehicle event should a 

government announcement directly related to increased electric vehicle uptake occur during the 2021ς

2026 regulatory period that materially increases localised electricity demand. 

Despite the increasing trend of electric vehicle sales in Australia and the Victorian Government clean 

energy budget announcements including rolling out a fast-charging network for electric vehicles, we do not 
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share the view of some that a significant increase in electric vehicle numbers, in the residential and small 

commercial sector at least, is imminent. 

Sales of EVs remains a very small proportion of households, Victoria already appears to have the highest 

number of public charging locations in the state (July 2019 data). 

NSW Vic Qld SA WA Tas NT ACT 

161 216 162 76 122 21 5 20 

 

Table 14: Number of Charging Stations by State (source: Budget Direct)72 

In addition, there are significant opportunities in establishing guidelines for the efficient connection of 

charging facilities and the incentives for charging to occur in a manner that has lesser impact on the 

electricity network. 

Therefore, we do not support the application of a pass-through event related to possible significant step-

up in electric vehicle numbers. 

b) Likely network impacts 

There is great value however in considering the connection and tariff arrangements for electric vehicles. 

We note reports and actions being undertaken by the Victorian electricity distribution businesses, the AER, 

the Electric Vehicle Council and others to consider the impact of vehicle charging on networks.  

There are fundamentally four types of EV charging facilities: 

a) Level 1 chargers - Portable or small fixed household charger that can be installed without any 

significant modification to existing household or small business electrical installation. They tend 

to be of the order of 4 (single phase) to 12 (three phase) kilowatt devices. Charging time is 

typically 6 ς 16. These are most common in residential applications and tend to be referred to as 

ΨƻǾŜǊƴƛƎƘǘ ŎƘŀǊƎƛƴƎΩΦ wŜƎŀǊŘƛƴƎ ƴŜǘǿƻǊƪ ƛƳǇŀŎǘΣ ǘƻ ŀ ƭŀǊƎŜ ŜȄǘŜƴǘ ǘƘŜȅ Ŏŀƴ ōŜ ŎƻƴǎƛŘŜǊŜŘ ǎƛƳƛƭŀǊ 

loads to a storage water heater. 

b) Level 2 chargers, or fast chargers ς are units in the 10-to-30-kilowatt range. Common in shopping 

centres or businesses, these can be installed in residential or business applications but will 

generally require specific wiring such as a dedicated higher-capacity circuit from the 

switchboard. These are rare in households as they require three-phase power. Charging times 

are generally of the order of 3 hours. 

c) Level 3, or rapid chargers ς are dedicated specific units located at road service centres or fleet 

charging where there is a high ǘǳǊƴƻǾŜǊ ƻŦ ǾŜƘƛŎƭŜǎ ƻǊ ŎƘŀǊƎƛƴƎ ǘƛƳŜ ƛǎ ŎǊƛǘƛŎŀƭ ǘƻ ǘƘŜ ǾŜƘƛŎƭŜΩǎ ǳǎŜΦ 

These large units generally exceed 50kW capacity, with newer technologies providing charging 

power of up to 350KW. 

This is an opportune time for electricity distribution businesses to consider the nature of EV charging in 

some detail, particularly what guidance can be put in place regarding the connection requirements and 

applicable tariffs to apply for EV connections, particularly in households.  

In so doing, we advocate for a study to be undertaken to better understand the charging expectations and 

behaviour of customers with EVs, as well as the current use of charging facilities.  

 

 

72 Budget Direct Research, Electric Car Sales 2020, https://www.budgetdirect.com.au/car-
insurance/research/electric-car-sales-australia.html  

https://www.budgetdirect.com.au/car-insurance/research/electric-car-sales-australia.html
https://www.budgetdirect.com.au/car-insurance/research/electric-car-sales-australia.html
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4 Matters specific to individual businesses 

4.1 AusNet Services 

 

Step Changes 

!ǳǎbŜǘ {ŜǊǾƛŎŜǎ Ƙŀǎ ƴƻǘ ŀŎŎŜǇǘŜŘ ǘƘŜ !9wΩǎ ǊŜƧŜŎǘƛƻƴ ƻŦ ǘƘŜ ǇǊƻǇƻǎŜŘ άǘǊŀƴǎƛǘƛƻƴ ƻŦ L/¢ ŦǳƴŎǘƛƻƴŀƭƛǘȅ ǘƻ ǘƘŜ 

/ƭƻǳŘέ ǇǊƻǇƻǎŀƭ ŀƴŘ Ƙŀǎ ƛƴŎƭǳŘŜŘ ŀ ǊŜǇǊƻǇƻǎŜŘ Ŏƻǎǘ ƻŦ ϷнΦсƳΦ 

They have also proposed a new step change of $10.5m for increased insurance costs. 

In addition, AusNet Services state that there is about $21 million of additional cost pressures that they are 

absorbing and not claiming as a step change, in response to their customerΩs affordability concerns. 

AusNet Services have provided updated modelling which they say demonstrates that the $2.6 million ICT 

cloud functionality opex step change proposal is an efficient opex / capex trade-off that provides a better 

outcome for customers than a higher capital expenditure. We note that the capex component of this 

project has been accepted by the AER (having been approved and deferred from previous regulatory 

periods). 

The project is about implementing a customer relationship management (CRM) system and AusNet 

Services has had a CSIS (Customer Services Incentive Scheme) that was negotiated with the Customer 

Forum approved. Benefits of the new CRM system are claimed to include improved customer satisfaction 

for management of outages, a performance measure for which AusNet Services can be rewarded under 

the CSIS. CCP17 remains concerned about whether customers are being asked to pay twice ς for AusNet 

{ŜǊǾƛŎŜǎΩ ŀǇǇǊƻǾŜŘ ŎŀǇŜȄκƻǇŜȄ ŀƭƭƻǿŀƴŎŜǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘǊƻǳƎƘ /{L{ ǊŜǿŀǊŘǎΦ  

CCP17 ŘƻŜǎ ƴƻǘ ƻǇǇƻǎŜ ŀ ΨŎƭƻǳŘ ōŀǎŜŘΩ ŀǇǇǊƻŀŎƘ ƛŦ ǘƘƛǎ ƛǎ ŘŜƳƻƴǎǘǊŀǘŜŘ ǘƻ ōŜ ǘƘŜ Ƴƻst effective technical 

solution, however we oppose acceptance of the step change unless the AER is convinced that the project 

is justified, provides sound benefits for customers and is not replicating potential CSIS rewards.   

 

Form of Assessment 

The focus on top-down assessment taken in the Draft Decision, while reasonable, in some ways presented 

challenges for consumer groups to consider any detail of the revised proposal. The independent analysis 

by the AER and expert consultants regarding on the prudency and efficiency of specific aspects of the 

proposal normally provides consumer groups with the confidence that specific matters have been 

adequately considered and provides information from which further analysis can be based.  

This is particularly the case in areas subject to higher rates of change or variability, such as DER, ICT, the 

final stages of the REFCL programme and, in these times of pandemic, connections. Also, given the issues 

raised by Powercor regarding pole maintenance, a more detailed consideration of what is happening in the 

not-dissimilar environment of AusNet Services, which is subject to the similar community expectations, 

would have been especially useful. 

In the final determination, we acknowledge that the AER may again choose to take a high-level approach 

to determining prudent and efficient capital investment. We ask however that a couple of specific matters 

of interest to consumers be considered in some detail. We see this as important in maintaining a level of 

trust by consumers and other stakeholders that the high-level approach does not mask any specific issues 

that may be considered inefficient or related to other approvals that may not be forthcoming. 
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In this revised proposal, two issues ς those that depart most from the Draft Decision - warrant deeper 

examination, mainly as they have not been exposed to a significant level of scrutiny by any consumer forum 

convened by AusNet. As the AER in the Draft Decision places weight on a level of acceptance of the proposal 

by reasonably informed consumer representatives, this criterion has not, in our opinion, been met.   

Each, taken separately, represents an increase in cost beyond that of the initial proposal. They are: 

a) Connection capital investment ς in particular, gross connection costs, and 

b) Augmentation - the cost to meet REFCL obligations in the Kalkallo region.  

Overview of the revised proposal ς capital investment 

We understand from the commentary in the AER Draft Decision that AusNet Services issued an updated 

capital forecast after the lodging of the initial proposal, noting a reduction of $27.5M from the estimate in 

the initial proposal documents due to a modelling update. 

In the Draft DŜŎƛǎƛƻƴΣ ǘƘŜ !9w ǘƻƻƪ ŀ ΨǘƻǇ ŘƻǿƴΩ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ŎŀǇƛǘŀƭ ǇǊƻǇƻǎŀƭΣ ŀƴŘ ŀǎǎŜǎǎŜŘ ŀ ŦǳǊǘƘŜǊ 

$63M (-4%) reduction in the capital allowance, being: 

- A $15.4M reduction in net connections costs by adjusting the 2022 volume down in line with HIA 

estimates. We note that this adjustment includes large embedded generation connections, a change 

that AusNet Services refutes. Whist we support the adjustment for residential and business 

connections, we concur with AusNet Services that the adjustment to large connections by the AER was 

inappropriate. 

- A $16M reduction for the reallocation of metering costs, and 

- A $31M reduction for updated escalation to labour costs. 

Despite a $27M reduction in the REFCL augmentation programme, AusNet Services proposes a net 4.3% 

($63.7M) uplift in total capital expenditure from that of the Draft Decision, reversing the impact of the 

Draft Decision and returning the proposed capex to that of the initial proposition. AusNet Services quotes 

the main contributors to the increase since the Draft Decision include: 

- The application of changed labour cost escalators and overheads, 

- an increased cost for delivery of tranche 3 of the REFCL programme, 

- An increase in connection costs as a result of a reduction in the level of customer contributions, and 

- A metering cost reallocation in response to the Draft Decision. 

We commend AusNet Services for absorbing some possible increases, such as augmentation of the Doreen 

substation and planned ICT upgrades.  

Figure 9 shows the main areas affected by the revised proposal. 
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Figure 9: Capital requirement, AusNet Services (Source: CCP17 analysis of the AND Revised Proposal) 

We raise no concerns regarding the incremental increases in most capex categories, on the understanding 

that the AER will consider the prudency of the labour cost escalations.  

We ask the AER to consider in more detail two issues that appear, on the surface, to be largely non-

controversial, but the detail of which warrant further explanation to consumers. These are: 

a) ǘƘŜ ΨǇƭǳǎǎŜǎ ŀƴŘ ƳƛƴǳǎŜǎΩ ƛƴ ǘƘŜ Ŏƻǎǘ ƻŦ ǘƘŜ w9C/[ ǇǊƻƎǊŀƳƳŜΣ ŀƴŘ  

b) ǿƘŀǘ ƛǎ ƎƻƛƴƎ ƻƴ ΨǳƴŘŜǊ ǘƘŜ ƘƻƻŘΩ ǿƛǘƘ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴǘ ǊƛǎŜ ƻŦ ƴŜǘ ŎƻƴƴŜŎǘƛƻƴ ŎƻǎǘǎΦ 

Transparency of data 

AusNet ServicesΩ ŎŀǇŜȄ ǇǊƻǇƻǎŀƭ ƛƴǾƛǘŜŘ ƳƻǊŜ ŘŜǘŀƛƭŜŘ examination due to changes proposed after the 

Draft DŜŎƛǎƛƻƴΤ ǇŀǊǘƛŎǳƭŀǊƭȅ ǘƻ ΨŦƻƭƭƻǿ ǘƘŜ ƳƻƴŜȅΩ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ŎƘŀƴƎŜǎ ǘƻ ŎƻƴƴŜŎǘƛƻƴ costs and the REFCL 

investments to determine the value to customers.  

Despite the revised AusNet Services regulatory proposal containing a detailed commentary and a 

proliferation of quantitative information, we still found some difficulty in analysing the publicly available 

information; to the point where it can be considered that the information is not reasonably transparent 

and could even been a little misleading in places. 

It is not that all other businesses provide all their data in clearly expressed tables with consistent trend 

data, by any means. Public proposal documents that mix real and nominal values, with or without included 

overheads, with a tendency to use simplified graphics or highly detailed spreadsheets with complex 

references across many tabs are unfortunately not uncommon in proposals. Given the large volume of 

documents being prepared, the opportunity to consider readability and address possible errors is not ideal. 

In this case however, AusNet ServicesΩ ǎǳōƳƛǎǎƛƻƴ Ƨǳǎǘ ǎŜŜƳǎ ǘƻ ōŜ ƳƻǊŜ ŘƛŦŦƛŎǳƭǘ ǘƘŀƴ ŀǾŜǊŀƎŜ ǘƻ ŦƻƭƭƻǿΦ  

We know that the AER is in close discussion with AusNet Services as the analysis of the proposal proceeds, 

and the opportunity to clarify information or re-cast it exists. However, for consumer groups who may 

choose to consider the proposals in detail, the manner in which the data is presented can be significantly 

improved to support a reasonable level of transparency and understanding. 
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REFCL investment 

REFCL costs are a significant component of AusNet ServicesΩ ǇǊƻǇƻǎŀƭΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ƛǘ ƛǎ ǊŜŀǎƻƴŀōƭŜ ǘƘŀǘ 

consumers expect a level of transparency and clarity in the explanation of any change to expected 

investment. 

We found AusNet ServicesΩ ŘƛǎŎǳǎǎƛƻƴ ƻƴ w9C/[ Ŏƻǎǘǎ ŀ ƭƛǘǘƭŜ ŎƻƴŦǳǎƛƴƎΣ ǿƛǘƘ ǾŀǊƛƻǳǎ ǊŜŦŜǊŜƴŎŜǎ ǘƻ ǘƘŜ 

Ψw9C/[ ǇǊƻǇƻǎŀƭΩΣ Ψw9C/[ ŀǳƎƳŜƴǘŀǘƛƻƴΩΣ Ψ¢ǊŀƴŎƘŜ о ŘŜŎƛǎƛƻƴΩ ŀƴŘ ǘƘŜ Yŀƭƪŀƭƭƻ ǇǊƻƧŜŎǘ όY[hύΦ ²ƛǘƘ w9C/[ 

cost estimates spanning back to the tranche 3 Contingent Project Application, trying to follow the actual 

costs of the REFCL work, particularly the impact of the reduction of $27M in the REFCL augmentation 

programme, Is not straightforward. 

The AER Draft Decision deferred consideration of the overall REFCL investment, seeking more information 

as it unfolded. In the Draft, the AER notes AusNet ServicesΩ ǇǊƻǇƻǎŜŘ Ϸмпоa ŦƻǊ w9C/[ ŀǳƎŜȄ 73 as being 

across two programmes: 

a)  $48.6M for the REFCL installation programme, essentially work to complete commitments across 

tranches 2 and 3 of the overall programme (noting this is assessed outside this determination 

process yet with costs being included in this proposal. The AusNet SŜǊǾƛŎŜǎΩ classification is 

Ψw9C/[ ǇǊƻƎǊŀƳΩ), and  

b) $94.3M for ongoing compliance (augmentation) at 8 substations. 

The revised proposal discusses mainly second programme, the REFCL compliance activities, where AusNet 

Services has commendably identified opportunities to reduce the cost of ongoing compliance (REFCL 

augmentation) by approximately $27M. AusNet highlights this achievement in various places in its proposal 

and in recent stakeholder engagemŜƴǘΦ CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜ ǎŜŎǘƛƻƴ ΨREFCL regulatory requirementsΩ74 in the 

revised proposal highlights the review of the application of multiple units in a substation, stating: 

ά¢Ƙƛǎ Ƙŀǎ ǊŜǎǳƭǘŜŘ ƛƴ ŀ Ϸнт Ƴƛƭƭƛƻƴ ǊŜŘǳŎǘƛƻƴ ǘƻ ƻǳǊ ŀǳƎƳŜƴǘŀǘƛƻƴ ǇǊƻƎǊŀƳέ 

Elsewhere in the proposal, AusNet Services highlights the cost reductions: 

ά²Ŝ ŀƭǎƻ ƘŜŀǊŘ ǇƻǎƛǘƛǾŜ ŦŜŜŘōŀŎƪ ƻƴ ƻǳǊ ǇǊƻǇƻǎŜŘ ǊŜŘǳŎǘƛƻƴ ƛƴ w9C/[ ŀǳƎƳŜƴǘŀǘƛƻƴ ŎŀǇŜȄ ŀǎ ǿŜ 

have adopted lower-Ŏƻǎǘ ǎƻƭǳǘƛƻƴǎέ 75 

What is not so clear are the changes to the Kalkallo (KLO) REFCL project costs. 

The project cost estimate appears to have increased from its original estimate under Tranche 3 of the REFCL 

installation programme. With the delay in the project, a large part of the costs has been removed from the 

current regulatory period and added to this proposal. The $22M allocated but not needed in the current 

regulatory period for the project has been appropriately adjusted, including a reduction in the CESS amount 

to reflect that transfer is not due to capital efficiencies.  

It does appear, though, that the project overall cost has increased to around $38.6M, around $10M than 

that initially envisaged. In its briefing to consumer groups on 17th December 2020, attendees were advised: 

(on REFCL capex and opex) ς ά/ŀǇŜȄ ǊŜŘǳŎŜŘ ǘƻ ǊŜŦƭŜŎǘ ƴŜǿΣ ƛƴƴƻǾŀǘƛǾŜ ŀǇǇǊƻŀŎƘŜǎέΣ ŀƴŘ  

άǎŀǾŜǎ ŎǳǎǘƻƳŜǊǎ ŀ ǘƻǘŀƭ ƻŦ ϷмтΦпa όƻǇŜȄ ŀƴŘ ŎŀǇŜȄύΣ όŘŜǎǇƛǘŜύ ǘƘŜ Yŀƭƪŀƭƭƻ ǇǊƻƧŜŎǘ Ŏƻǎǘ 

ƛƴŎǊŜŀǎƛƴƎ ōȅ ϷмлΦфa ŦǊƻƳ ǘƘŜ ǇƭŀŎŜƘƻƭŘŜǊ ŀƳƻǳƴǘΦέ 76 

 

73 AER Draft Decision, AusNet Services, att 5: Capital Expenditure, p 5-18 
74 AusNet Revised Regulatory Proposal, p13 
75 AusNet Revised Regulatory Proposal, p16 
76 AusNet EDPR Revised Revenue Proposal Stakeholder Workshop, 17 December 2020, slide 6 
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AusNet Services did in the initial regulatory proposal note the complexity of the project, stating: 

ά¢ƘŜ !9wΩǎ ŘŜŎƛǎƛƻƴ ƻƴ ¢ǊŀƴŎƘŜ о ŘƛŘ ƴƻǘ ŀǇǇǊƻǾŜ ƻǳǊ ǇǊŜŦŜǊǊŜŘ ǎƻƭǳǘƛƻƴ ŦƻǊ ǘƘŜ Yŀƭƪŀƭƭƻ ȊƻƴŜ 

substation. However, the AER did recognise that we may wish to pursue our preferred solution, 

ƛƴǎǘŜŀŘ ƻŦ ǘƘŜ ǎƻƭǳǘƛƻƴ ŀǇǇǊƻǾŜŘ ƛƴ ƛǘǎ ŘŜŎƛǎƛƻƴ ΧΦ ²Ŝ ŀǊŜ ŎǳǊǊŜƴǘƭȅ ǇǳǊǎǳƛƴƎ ŜȄŜƳǇǘƛƻƴǎ ǿƛǘƘ ǘƘŜ 

ESV and, if approved, we will change our proposal to reflect our preferred solution. 77 

Given the weight put on the transparency and capability of public acceptance of the AusNet Services 

ǇǊƻǇƻǎŀƭǎΣ ǿŜ ŦŜŜƭ ǘƘŀǘ ǘƘŜ ΨƎƻƻŘ ǎǘƻǊȅΩ ƻŦ ǘƘŜ ǎŀǾƛƴƎǎ ƛƴ ǘƘŜ w9C/[ ŎƻƳǇƭƛŀƴŎŜ ǇǊƻƎǊŀƳƳŜ ǿŜǊŜ ǿŜƭƭ 

ŎƻƳƳǳƴƛŎŀǘŜŘΣ ƘƻǿŜǾŜǊ ǘƘŜ Ψƴƻǘ ǎƻ ƎƻƻŘ ǎǘƻǊȅΩ ƻŦ ǘƘŜ Ŏƻǎt increases of the KLO project were nowhere as 

well explained. Consumers would have been better placed to scrutinise the REFCL programme costs overall 

should the adjustments behind the KLO project been presented a more clearly.  

With the $10M increase in the cost of the Kalkallo development, as well as the proposed additional $8M 

proposed by Jemena for works in the same area, we encourage the AER in its final decision to examine the 

efficiency of the overall cost of the joint AusNet Services / Jemena Kalkallo solution.  

Connections costs 

The predominant increase in planned capital expenditure is in the area of customer connections, and this 

area of expenditure warrants detailed analysis.  

AusNet Services, in their revised proposal, after considerable analysis of customer growth scenarios, 

conclude: 

ά²Ŝ ƘŀǾŜ ŀŎŎŜǇǘŜŘ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ǊŜƎŀǊŘƛƴƎ ŎƻƴƴŜŎǘƛƻƴǎ ǾƻƭǳƳŜǎ όƻǘƘŜǊ ǘƘŀƴ ŦƻǊ ƭŀǊƎŜ 

embedded generators), as it represents a reasonable, albeit conservative, expectation of the impact of 

COVID-19 on customer numbers (connections).78 

The revised proposal however includes a significant increase in net connections costs of over 30% ($48M) 

since the Draft Decision, taking the cost to 17% ($31M) more than the initial proposal. AusNet Services 

note this increase is due to: 79 

- Updating the forecast of customer contributions based on prevailing rates of return,  

- an updated forecast of large embedded generation connections, and 

- Updating forecast unit rates for various connection activities. 

Overall, AusNet Services highlights the reduction in the capital contributions from customers as the 

primary driver of the increased connection costs.  

We acknowledge the complex factors that impact the calculation of capital contributions, including 

capitalisation and connection policies. The impact of falling rates of return on customer connection costs 

is acknowledged. Our main interest is in the other two factors, gross connection costs (residential and 

business) and the updated forecast for the connection of large embedded generators.  

We consider each of these issues below. 

a) Large embedded generators 

A significant contribution to the increased gross connection costs is the re-estimation of the connection 

requirement for large embedded generators, increasing the gross allowance by $23.9M to $87.8M, on the 

basis of the continued support through the Victorian Government VRET scheme. While we recognise the 

 

77 AusNet Regulatory Proposal, 31 Jan 2020, Part 3, p90 
78 AusNet Revised Regulatory Proposal, s3.5.3, p51 
79 AusNet Revised Regulatory Proposal, s 3.5.3, p51 
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Ǉƻƛƴǘ ǘƘŀǘ ±ƛŎǘƻǊƛŀΩǎ ±w9¢ ǎŎƘŜƳŜ ƛǎ ŘŜǎƛƎƴŜŘ ǘƻ ƎǊƻǿ ǘƘŜ ƭŜǾŜƭ ƻŦ ŜƳōŜŘŘŜŘ ƎŜƴŜǊŀǘƛƻƴΣ ǿŜ ƘŀǾŜ ǎŜŜƴ 

little evidence to support AusNet ServicesΩ argument that investment will increase in eastern and north-

eastern Victoria at a pace similar to that expected in the western part of the state. CCP17 is understandably 

not privy to the applications that have been made to AusNet Services, nor can we comment on the 

likelihood that they will proceed, and we can only trust that evidence to the AER supports this proposed 

change.  

Also, it is difficult to argue that investment in large-scale renewable energy will remain stable and 

predictable, especially in light of the other investment priorities in Victoria including the Solar Homes 

programme. Therefore, while we acknowledge AusNet ServicesΩ ŀŘǾƛŎŜ ǘƘŀǘ ǘƘŜǎŜ ǿƻǊƪǎ ŀǊŜ ŀƭƳƻǎǘ млл҈ 

funded through capital contributions and therefore have no impact on the net connections costs, we 

cannot support this increase in gross connections costs the basis of the information available to consumers 

to date.   

AusNet Services floats the idea of these costs being considered as an Alternate Control Service. Given the 

ƴŀǘǳǊŜ ƻŦ ǘƘŜǎŜ Ŏƻǎǘǎ ŀǎ ōŜƛƴƎ ǊŜƭŀǘƛǾŜƭȅ ΨƻƴŜ ƻŦŦΩ ŀƴŘ Ŧǳƭƭȅ ǊŜŎƻǾŜǊŜŘΣ ǿŜ ŀǊŜ ƴƻǘ ŀǾŜǊǎŜ ǘƻ ǘƘŜ !9w 

considering AusNet ServicesΩ ǇǊƻǇƻǎŀƭΦ 

b) Gross connection capital costs  

!ǎ ƴƻǘŜŘ ŀōƻǾŜΣ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ Ƙŀǎ ŀŎŎŜǇǘŜŘ ǘƘŜ !9wΩǎ ŀŘƧǳǎǘƳŜƴt to the volume of new connections for 

FY22 (other than for large, embedded generators) as a result of the impacts of the global pandemic, 

confirming80: 

ά²Ŝ ŎƻƴǎƛŘŜǊ ǘƘŜ !9wΩǎ ǇǊƻǇƻǎŜŘ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ƻǳǊ ŎƻƴƴŜŎǘƛƻƴǎ ŦƻǊŜŎŀǎǘ ƛǎ ǊŜŀǎƻƴŀōƭŜΣ ŀƭōŜƛǘ 

moderately conservative. We have, therefore, reduced our 2021-22 connections forecast in line with 

ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΦ ²Ŝ ƘŀǾŜ ƴƻǘ ǳǇŘŀǘŜŘ ƻǳǊ ŦƻǊŜŎŀǎǘǎ ŦƻǊ ǘƘŜ ǊŜƳŀƛƴƛƴƎ ȅŜŀǊǎΣ ƎƛǾŜƴ ƻǳǊ ƛƴƛǘƛŀƭ 

ŦƻǊŜŎŀǎǘǎ ǿŜǊŜ ŀŎŎŜǇǘŜŘ ƛƴ ǘƘŜ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΦέ 

In its briefing to consumer representatives on 17 December 2020, AusNet Services noted its acceptance of 

ǘƘŜ !9wΩǎ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ǘƘŜ ǾƻƭǳƳŜ ƻŦ ƴŜǿ ŎƻƴƴŜŎǘƛƻƴǎ ŦƻǊ C¸нн ōǳǘ ŀƭǎƻ ǇǊŜǎŜƴǘŜŘ ŀƴ ƛƴŎǊŜŀǎŜ ƛƴ ƴŜǘ 

connections. 

ά/ƻƳǇŀǊŜŘ with our Initial Proposal this represents a 0.1% change in gross connections capex 

όōŜŦƻǊŜ ƻǾŜǊƘŜŀŘǎύ ŀƴŘ ŀ ϷолΦф Ƴƛƭƭƛƻƴ ƻǊ мтΦп҈ ƛƴŎǊŜŀǎŜ ƛƴ ƴŜǘ ŎƻƴƴŜŎǘƛƻƴǎ ŎŀǇŜȄΦέ 81 

AusNet Services highlights the reduction in net connections as the prime influence on the rise in net 

connection cost, noting: 82 

άΧ we expect customer contributions to fall by 46% on average compared to current regulatory 

period or around $10 million per annum over the 2022-нс ǊŜƎǳƭŀǘƻǊȅ ǇŜǊƛƻŘ Χέ 

ά/ƻƴǎŜǉǳŜƴǘƭȅΣ ƻǳǊ ƴŜǘ ŎƻƴƴŜŎǘƛƻƴǎ ŎŀǇŜȄ ŦƻǊŜŎŀǎǘ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ōȅ ϷрмΦу Ƴƛƭƭƛƻƴ ƻǊ н7% relative 

ǘƻ ǘƘŜ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΦέ 

While we do not dispute the fact that the reduction in capital contributions do have a marked effect on the 

net connections capital, it is hard to see the impact in the revised proposal where the gross connection 

costs proposed by the AER appear to be largely reversed by new costs introduced in the revised proposal.  

These new costs deserve deeper consideration. 

The changes to connection costs are shown in Figure 10. 

 

80 AusNet Revised Regulatory Proposal, s3.3.2, p47 
81 AusNet Revised Regulatory Proposal, s3.5.4, p54 
82 AusNet Revised Regulatory Proposal, s3.5.1, p52 
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Connections Capex, 
AusNet Services Initial 

Proposal 
Draft 

Decision 
Revised 
Proposal 

Change  
DD -> Revised 

Change 
 Init -> Revised  

$M, $2021 

Gross Connections 529.6 466.3 530.2 +64 +13.7% +1 +0.1% 

Capital Contributions  352.3 306.3 321.9 +16 +5.1% -30 --8.6% 

Net connections 177.3 160 208.3 +48 +30.2% +31 +17.4% 

Data Source RP s3.5.1 RP table 3-1 RP table 3-5     

Figure 10: Connections Capex, AusNet Services (source: AusNet RP) 

We view gross connection costs as being essentially volume * unit cost, and therefore not influenced by 

the changes in Rate of Return and consequentially capital contributions.  

AusNet Services has been helpful in responding to the CCP17 request to clarify the situation. Based on that 

additional information, Figure 11 below summaries the proposed changes to the gross connection costs. 

 

Figure 11: Changes to gross connections capex, AusNet Services (Source: CCP17 analysis of AusNet data) 

 

AusNet advises that adjustments such as the gifted business connections are subject to almost full cost 

recovery, and therefore have no effect on net connections capex and therefore the total capex allowance. 

In its December briefing, AusNet Services noted some $14.7M increase in gross capex due to more recent 

unit rates.  
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We do not support this increase. In its Draft Decision, the AER noted: 

ά²Ŝ ƘŀǾŜ ŀƭǎƻ ŀŘƧǳǎǘŜd AusNet Services' contract labour to not include any real cost escalations. 

We consider CPI growth is the best estimate of forecast growth in the price of contracted services 

(because) contracted services can be adjusted to address changes in the labour market and/or 

economic climate, and forecasting labour price growth for contracted services, without taking into 

ŀŎŎƻǳƴǘ ǇǊƻŘǳŎǘƛǾƛǘȅ ƎǊƻǿǘƘΣ ǿƻǳƭŘ ƭƛƪŜƭȅ ƻǾŜǊǎǘŀǘŜ ǘƘŜ ƎǊƻǿǘƘ ƛƴ ǘƘŜ ǇǊƛŎŜ ƻŦ ŎƻƴǘǊŀŎǘŜŘ ǎŜǊǾƛŎŜΦέ 
83 

We agree with this position taken by the AER, and trust that similar thinking will apply when assessing the 

forecast efficient costs for connection and subdivision works. 

Overall, we again highlight the difficulty to consider the detail of the proposal. Also, sweeping statements 

that suggest the significant increase in connection costs are almost exclusively due to rate of return changes 

do not provide a level off transparency to other costs and activities that form part of the overall proposal.  

Metering cost reallocation 

CCP17 accepts that the customer metering and the related communications infrastructure play a large role 

in the operation and development of the network itself, more so in Victoria than other states. Therefore, 

we agree with the principle of allocating some level of capital expenditure on metering and 

communications to standard control services. We agree with the broader rationale that, in addition to 

supporting core metering functions, the AMI metering network has been enhanced to collect a range of 

important distribution network data that can be used to provide data and, in some cases, control of the 

performance of the distribution network. This will grow with the role of smart networks in the increasing 

DER environment.  

AusNet Services, in its initial proposal, allocated $17.59M in capital from the metering Alternative Control 

Service (ACS) to Standard Control (SCS) due to the increasing reliance of communications to run the 

network. In the Draft Decision, that amount was reduced to $2.12M. Similar consideration was applied to 

operating expenditure.  

The AER, in its Draft Decision, outlined their reasons for not accepting the 50/50 cost allocation proposal 

by AusNet Services.84 In principle, CCP17 continues to support that reasoning expressed by the AER and 

the Customer Forum, with a particular view that, despite the greater role of metering in network operation: 

a) Metering, overall, remains fundamentally for the purposes of determining energy consumption, 

b) Competition - if not in metering itself then in the emerging role of aggregators, VPP operators and 

providers of new energy services to consumers may need to compete with distributors for 

customer attention. We agree with the submission from Vector that the risk of cross subsidising 

from natural monopoly service providers exists.85 

That being said, we are not opposed to AusNet ServicesΩ response to the AER Draft Decision in proposing a 

ƳƻŘŜǊŀǘŜ ǎƘƛŦǘ ƛƴ ǘƘŜ {/{ κ !/{ ōŀƭŀƴŎŜΣ ǊŜŦƭŜŎǘƛƴƎ ǘƘŜ ǊƻƭŜ ƻŦ ΨǎƳŀǊǘ ƴŜǘǿƻǊƪǎΩ ƛƴ ƻŦŦǎŜǘǘƛƴƎ ƳƻǊŜ 

traditional capital investment in network capacity and DER connection capability. 

Revision to the connection policy 

The AER has proposed changes to AusNet ServicesΩ connection policy, with the majority of the 

recommendations being accepted. We support the changes to the connection policy with the intent to 

 

83 AER Draft Decision for AusNet Services- Capital Expenditure, p5-17 
84 AER Draft Decision for AusNet Services, Attachment 16, p16 
85 Vector, Submission on the AER;s Issues Paper, June 2020 
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ƳŀƪŜ ƛǘ ŀǎ ΨǳǎŜǊ ŦǊƛŜƴŘƭȅΩ ŀǎ ǇƻǎǎƛōƭŜ ŀƴŘΣ ǿƘŜǊŜǾŜǊ ǇƻǎǎƛōƭŜΣ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ ǇƻƭƛŎƛŜǎ ƻŦ ǎƛƳƛƭŀǊ 

electricity distributors. Realignment with recent tax arrangements is also seen as logical. 

We note AusNet ServicesΩ comments and exceptions to thŜ !9wΩǎ ǇǊƻǇƻǎŀƭΦ .ŀǎŜŘ ƻƴ ǘƘŜ ŜƴƎŀƎŜƳŜƴǘ ǿŜ 

observed and our understanding of similar policies, we support AusNet ServicesΩ actions outlined in section 

11.1 of the revised proposal. Comments regarding limiting SWER connections augmentation threshold to 

10kVA, updating cost recovery for REFCL feeders and updated Model Standing Offers appear consistent 

with the objectives of a customer-focussed connection policy.  

Deliverability of the capex programme 

In our response to the initial proposal, we raised concerns regarding AusNet ServicesΩ ability to deliver the 

significant capital programme. Based on more recent information provided directly to CCP17, data in the 

revised proposal and in its consumer presentations, we no longer express that concern. 

 

Capital Expenditure Sharing Scheme Reforecast 

!ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ƛƴƛǘƛŀƭ ǇǊƻǇƻǎŀƭ ŦƻǊŜŎŀǎǘ ŀ /9{{ ŎŀǊǊȅƻǾŜǊ ŀƳƻǳƴǘ ƻŦ ϷптΦрaΣ ǿƘƛŎƘ ǿŀǎ ǳǇŘŀǘŜŘ ǘƻ 

$56.5M by the AER in the Draft Decision once more recent inflation, WACC and actual 2019 capex data was 

taken into account.86  

In the Revised Proposal, AusNet Services has significantly increased the proposed CESS carryover amount 

to $72.6M. AusNet Services states that this is primarily due to the updated 2020 actual capex being lower 

than the Initial Proposal, mainly due to COVID-19 impacts on capital works programs including planned 

replacement works.87 CCP17 notes that these drivers were outside the control of AusNet Services, and 

suggest that the lower capex expenditure in 2020, and hence the $16M CESS windfall gain, was not driven 

by capital efficiencies delivered by the business. This outcome does not appear to be consistent with the 

objectives of the incentive scheme.    

AusNet Services have advised that they anticipate that these programs will be deferred to the 2021-26 

period, and that they have been meticulous in ensuring no double counting of capex and CESS. While this 

may be so, and we expect the AER to assess whether the proposed deferral arrangements are not 

inefficient, CCP17 wish to highlight that this appears to be another case where application of the CESS can 

result in perverse outcomes for consumers.   

Service Target Performance Incentive Scheme 

CCP17 notes ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ƻƴ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ǇǊƻǇƻǎŜŘ {ŜǊǾƛŎŜ ¢ŀǊƎŜǘ tŜǊŦƻǊmance Incentive 

Scheme (STPIS).88  

AusNet Services elected not to include the telephone answering parameter in the design of their CSIS, and 

also to exclude this parameter from the STPIS. In our !ŘǾƛŎŜ ǘƻ ǘƘŜ !9w ƻƴ !ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ wŜƎǳƭŀǘƻǊȅ 

Proposal, CCP17 highlighted that telephone answering remains an important service for many consumers, 

and sought reassurance that speed of telephone answering will continue to be an important metric for 

 

86 https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-
%202021-26%20-%20December%202020.pdf, p149 
87 Ibid, p150 
88 https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-
%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-
%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf 

https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
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DNSPs, even if it does not contribute to their incentive rewards.89   We welcome the AER Draft Decision on 

!ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ {¢tL{ which states that ΨǿŜ ŎƻƴǎƛŘŜǊ ǘƘŀǘ !ǳǎbŜǘ {ŜǊǾƛŎŜǎ ǎƘƻǳƭŘ ŎƻƴǘƛƴǳŜ ǘƻ ǊŜǇƻǊǘ ƻƴ 

the telephone answering parameter in the next reƎǳƭŀǘƻǊȅ ŎƻƴǘǊƻƭ ǇŜǊƛƻŘ ŦƻǊ ǘǊŀƴǎǇŀǊŜƴŎȅ ǇǳǊǇƻǎŜǎΩ.90    

CCP17 considers that this will be an important factor in assessing the outcomes of the CSIS trial. 

 

!ǳǎbŜǘ {ŜǊǾƛŎŜǎΩ ƛƴƛǘƛŀƭ ǇǊƻǇƻǎŀƭ ƛƴŎƭǳŘŜŘ accelerated depreciation of $209.1M for SCADA/Network control 

assets. We understand that AusNet Services and the AER engaged extensively on this issue prior to the 

Draft Decision.91  Several stakeholders, including CCP17 raised concerns with this proposal due to its 

significant impact on customer bills over the next regulatory period, and the lack of engagement on this 

adjustmentΦ //tмт ǎǳƎƎŜǎǘŜŘ ǘƘŀǘ Ψthat if there are circumstances where reducing lives of assets makes 

sense, then the adjustment should be ƳŀŘŜ ƻǾŜǊ н ǇŜǊƛƻŘǎΣ ǊŀǘƘŜǊ ǘƘŀƴ ƻƴŜΩΦ92  

We note that the Draft Decision, while approving the accelerated depreciation in principle, resulted in the 

proposed accelerated depreciation being applied over two regulatory periods i.e., $155.3 million would be 

recoverable in the 2022-26 regulatory period and a further $41.3 million would be recoverable in the 

following regulatory period, and that AusNet Services has accepted this decision. 

CCP17 is supportive of this change in timing, and acknowledge that it goes part way to addressing the 

affordability impacts identified as concerns by several stakeholders. 

4.2 Jemena Electricity 

 

We note that this discussion has included very detailed input about various benchmarking models from 

consultants engaged by both Jemena and the AER. We do not have the proficiency to pass comment on 

the technical arguments presented by the various parties, rather we seek to present the key arguments 

and conclude with some general observations. 

Importantly we note that, from what we have experienced, the AER and Jemena experts have worked 

closely with each other to understand concerns and to seek resolution. We recognise that at the time of 

writing this submission, these discussions continue with no final verdict on what the AERΩs final 

determination regarding the efficiency of JemenaΩ s operating costs will be. We respect the willingness of 

both parties to work together with considerable ΨgoodwillΩ. 

JEN Base Year 

In our response to the initial proposals, we wondered about 2018 as base year and whether a more recent 

year might be more usefully be used as a base year. The AER accepts 2018 as base year, for the reasons 

they have given in appendix 6 of the Draft Determination. Jemena continues to propose 2018 as their base 

 

89 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p36 
90 https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-
%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-
%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf, p10 
91 https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-
%202021-26%20-%20December%202020.pdf, p118 
92 https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-
%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021
-26%20-%20June%202020.pdf, p33 

https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20AusNet%20Services%20distribution%20determination%202021-26%20%20-%20Attachment%2010%20-%20Service%20target%20performance%20incentive%20scheme%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/AusNet%20Services%20-%20Revised%20Regulatory%20Proposal%20-%202021-26%20-%20December%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
https://www.aer.gov.au/system/files/Consumer%20Challenge%20Panel%2017-%20Submission%20on%20the%20Victorian%20Electricity%20Distribution%20Regulatory%20Proposal%202021-26%20-%20June%202020.pdf
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year noting that it has been the lowest spending year for operating costs, from the current regulatory 

period. We agree with 2018 as the Jemena base year. 

The AERΩs Draft Determination makes the following findings regarding JemenaΩs operating cost efficiency: 

έCǊƻƳ ƻǳǊ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǊŜǾŜŀƭŜŘ ŎƻǎǘǎΣ ŀ ǊŀƴƎŜ ƻŦ ōŜƴŎƘƳŀǊƪƛƴƎ ǘŜŎƘƴƛǉǳŜǎ ŀƴŘ ƻǳǊ ŀƴŀƭȅǎƛǎ 

ƻŦ ƛǘǎ ŎŀǘŜƎƻǊȅ Ŏƻǎǘǎ ǿŜ ŎƻƴǎƛŘŜǊ ǘƘŀǘ WŜƳŜƴŀΩǎ ƻǇŜȄ Ƙŀǎ ōŜŜƴ ǊŜƭŀǘƛǾŜƭȅ ƛƴŜŦŦƛŎƛŜƴǘ ƻǾŜǊ ǘƛƳŜ ŀƴŘ 

in the 2018 base year. Given this, ǿŜ ƘŀǾŜ ƳŀŘŜ ŀƴ ŜŦŦƛŎƛŜƴŎȅ ŀŘƧǳǎǘƳŜƴǘ ǘƻ WŜƳŜƴŀΩǎ ōŀǎŜ ȅŜŀǊ 

opex. While we consider base year opex should be 15 per cent lower, we also consider that it will 

take time and involve costs for management to implement the required programs over the next 

regulatory control period to transition to efficient costs.  

Given this, we have used a glide path to reduce opex by 3 per cent per annum, resulting in 

cumulative a reduction of 15 per cent in the last year of the five year regulatory control period. 

We consider that this provides for the prudent, practicably achievable, efficient costs that will 

enable Jemena to maintain the quality, reliability, security and safety of services. This means our 

alternative estimate is $44.9 million ($2020ςнмύ ƭƻǿŜǊ ǘƘŀƴ WŜƳŜƴŀΩǎ initial proposal. Taking into 

ŀŎŎƻǳƴǘ WŜƳŜƴŀΩǎ ǳǇŘŀǘŜ ǘƻ ǊŜŘǳŎŜ ƛǘǎ ƻǇŜȄ ŦƻǊŜŎŀǎǘ ōȅ ϷнлΦн Ƴƛƭƭƛƻƴ όŀƴŘ ƘŀƴŘ ōŀŎƪ ǘƘŜ ǊŜǎǳƭǘǎ 

of its 2019 transformation program more quickly), means our efficiency adjustment is $24.7 

million ($2020ς21) more than Jemena incƭǳŘŜŘ ƛƴ ƛǘǎ ǳǇŘŀǘŜŘ ǇǊƻǇƻǎŀƭΦέ 

 

Table 15: Jemena base year proposal ($M, $2021) (Source: AER) 

AER re JEN consumer engagement 

The AER also commented on its ǇŜǊǎǇŜŎǘƛǾŜǎ ƻŦ WŜƳŜƴŀΩǎ ŜƴƎŀƎŜƳŜƴǘ ŀōƻǳǘ ōŀǎŜ ȅŜŀǊ ƻǇŜȄΣ ŀǎ ŦƻƭƭƻǿǎΥ 

άWŜƳŜƴŀΩǎ ŎƻƴǎǳƳŜǊ Ŏƻƴǎǳƭǘŀǘƛƻƴ ŀǇǇŜŀǊǎ ǘƻ ƘŀǾŜ ōŜŜƴ Ƴŀƛƴƭȅ ƘƛƎƘ ƭŜǾŜƭ ŀƴŘ ŦƻŎǳǎŜŘ ƻƴ ǘƻǘŀƭ 

opex. Noting the importance of affordability to customers, and maintaining safe and reliable 

services, it stated that it is committed to delivering initiatives aimed at reducing costs now and into 

the future. In our assessment we have not been convinced that its opex proposal is efficient and 

passes lower costs on to consumers in the next regulatory control period. In addition, while over 90 

per cent of its People PanŜƭ ǿŜǊŜ ŎƻƳŦƻǊǘŀōƭŜ ǘƘŀǘ WŜƳŜƴŀΩǎ ŘǊŀŦǘ Ǉƭŀƴ όƛƴŎƭǳŘƛƴƎ ǘƘŜ ƻǇŜȄ 

proposal) sufficiently considers their long-term interests, we could not clearly see how Jemena had 

engaged with its customers in relation to specific components of its proposal. In contrast, we 

received feedback from a number of stakeholders who had concerns with specific aspects of 

WŜƳŜƴŀΩǎ ǇǊƻǇƻǎŀƭΦέ 

²Ŝ ǳƴŘŜǊǎǘŀƴŘ WŜƳŜƴŀΩǎ ŎƻƴŎŜǊƴǎ ǘƻ ōŜ ǎǳƳƳŀǊƛǎŜŘ ŀǎ ŦƻƭƭƻǿǎΥ 

1. Benchmarking capitalisation approach. Jemena classifies more items as opex rather than capex 

than most other businesses, so their opex benchmarking will look comparatively worse. 

2. Consequently, Jemena regards themselves as efficient when using a total expenditure (totex) 

perspective. 

3. .ŜƴŎƘƳŀǊƪƛƴƎ ŘƻŜǎƴΩǘ ŀŘŜǉǳŀǘŜƭȅ ǊŜŦƭŜŎǘ ǊŜŎŜƴǘ ƛƳǇǊƻǾements in efficiency. 

4. WŜƳŜƴŀΩǎ ōŀǎŜ ȅŜŀǊ ǿŀǎ ŀŎŎŜǇǘŜŘ ŀǎ ŜŦŦƛŎƛŜƴǘ ƭŀǎǘ ǘƛƳŜΣ ŦƻǊ ǘƘŜ ŎǳǊǊŜƴǘ ǊŜƎǳƭŀǘƻǊȅ ǇŜǊƛƻŘΦ 
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Jemena engaged consulting firm CEPA to review their base year opex and the benchmarking. The CEPA 

summary says: 

άWŜƳŜƴŀ Ƙŀǎ ŜƴƎŀƎŜŘ /9t! ǘƻ ǊŜǾƛŜǿ ǘƘŜ !ǳǎǘǊŀƭƛŀƴ 9ƴŜǊƎȅ wŜƎǳƭŀǘƻǊΩǎ ό!9wΩǎύ ŀƴŘ ƛǘǎ ŎƻƴǎǳƭǘŀƴǘǎΣ 

9ŎƻƴƻƳƛŎ LƴǎƛƎƘǘǎΣ Ƴƻǎǘ ǊŜŎŜƴǘ ό!ǳƎǳǎǘ ŀƴŘ hŎǘƻōŜǊ нлнлύ ōŜƴŎƘƳŀǊƪƛƴƎ ŀƴŀƭȅǎƛǎ ŀƴŘ ǘƘŜ !9wΩǎ {ŜǇǘŜƳōŜǊ 

2020 draft decision for Jemena, and to provide our advice on: 

1. Whether an ŀŘƧǳǎǘƳŜƴǘόǎύ ǎƘƻǳƭŘ ōŜ ƳŀŘŜ ǘƻ WŜƳŜƴŀΩǎ ŜŎƻƴƻƳŜǘǊƛŎ ƻǇŜǊŀǘƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜ 

όƻǇŜȄύ ŜŦŦƛŎƛŜƴŎȅ ǎŎƻǊŜǎ ŦƻǊ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŘƛǎǘǊƛōǳǘƛƻƴ ƴŜǘǿƻǊƪ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊǎΩ ό5b{tǎΩύ 

capitalisation policies, which are part of their Cost Allocation Methodologies (CAMs). 

2. Whether there are benchmarking models that the AER should place less reliance on. 

In this report, we show that: 

a) 5b{tǎΩ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ ǇƻƭƛŎƛŜǎ όi.e., their accounting decisions) have a material impact on 

WŜƳŜƴŀΩǎ ŜŦŦƛŎƛŜƴŎȅ ǎŎƻǊŜΤ WŜƳŜƴŀΩǎ ŜŦŦƛŎƛŜƴŎȅ ǎŎƻǊŜ ƛncreases by 15-17% using current 

ǊŀǘƘŜǊ ǘƘŀƴ ƘƛǎǘƻǊƛŎŀƭ /!aǎΦ ¢Ƙƛǎ ƛƳǇŀŎǘ ƛǎ ŘƛǎǘƛƴŎǘ ŦǊƻƳ 5b{tǎΩ ƻǇŜȄκ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ 

(capex) trade-off decision (e.g., using capex instead of opex to provide outputs). This finding 

ƛǎ ƛƴ ŎƻƴǘǊŀǎǘ ǘƻ ǘƘŜ !9wΩǎ ŦƛƴŘƛƴƎǎ which rely on, as acknowledged by the AER, imperfect 

combined measures (ratios) of capitalisation and opex/ capex trade-offs. 

b) The translog models estimated by Economic Insights have very divergent elasticities on 

outputs. Elasticities show the percentage change in opex required to deliver a percentage 

ŎƘŀƴƎŜ ƛƴ ǘƘŜ ƻǳǘǇǳǘǎΦ CƻǊ ŜȄŀƳǇƭŜΣ WŜƳŜƴŀΩǎ ŀǾŜǊŀƎŜ ŎǳǎǘƻƳŜǊ ƴǳƳōŜǊ ŜƭŀǎǘƛŎƛǘȅ ǾŀǊƛŜǎ 

from 0.14 in one model (translog least squares) to 1.04 in another (translog stochastic 

frontier analysis (SFA)). This inŘƛŎŀǘŜǎ ǘƘŀǘΣ ƛƴ ǘƘŜ ŦƛǊǎǘ ƳƻŘŜƭΣ WŜƳŜƴŀΩǎ ƻǇŜȄ ƛƴŎǊŜŀǎŜǎ ōȅ 

лΦмп҈ ŦƻǊ ŜǾŜǊȅ м҈ ƛƴŎǊŜŀǎŜ ƛƴ ŎǳǎǘƻƳŜǊ ƴǳƳōŜǊǎΣ ǿƘƛƭŜ ƛƴ ǘƘŜ ǎŜŎƻƴŘ ƳƻŘŜƭ WŜƳŜƴŀΩǎ ƻǇŜȄ 

increases by 1.04% for every 1% increase in customer numbers. These differences are 

inconsistent with economic and engineering theory. 

c) 9ŎƻƴƻƳƛŎ LƴǎƛƎƘǘǎΩ ƳǳƭǘƛƭŀǘŜǊŀƭ ǇǊƻŘǳŎǘƛǾƛǘȅ ƳƻŘŜƭǎ ŀǊŜ ƴƻǘ ǎǘŀǘƛǎǘƛŎŀƭƭȅ ǊƻōǳǎǘΣ ŀƴŘ ǘƘŜ 

output weights in these models should not be used to roll forward opex (the output weights 

generated by the models are based on total cosǘǎ ŀƴŘ ƴƻǘ ƻǇŜȄύΦ 9ŎƻƴƻƳƛŎ LƴǎƛƎƘǘǎΩ ŎƭŀƛƳ 

that the models are simple and therefore do not need to meet a standard of statistical 

robustness. However, statistical robustness helps to identify if the models are mis-specified 

and/ or if there are errors in tƘŜ ƳƻŘŜƭƭƛƴƎΦ 9ŎƻƴƻƳƛŎ LƴǎƛƎƘǘǎΩ ƻǳǘǇǳǘ ǿŜƛƎƘǘ ƳƻŘŜƭǎ 

predominately have insignificant coefficients and low R2 values (the latter being a measure 

of how well the model explains the variance in the data). 

A more detailed summary of our findings is set out below, with full analysis in the remainder of the 

ŘƻŎǳƳŜƴǘΦ ²Ŝ ƘŀǾŜ ƴƻǘ ǊŜǾƛŜǿŜŘ ƻǘƘŜǊ ŀǎǇŜŎǘǎ ƻŦ ǘƘŜ !9wΩǎ ƻǇŜȄ ŀǎǎŜǎǎƳŜƴǘ ǎǳŎƘ ŀǎ ƛǘǎ ƻǇŜǊŀǘƛƴƎ 

environment factor (OEF) for vegetation management. 

The impact of capitalisation policies 

DNSPs have different policies for capitalisation of opex, and these policies have changed over time. The 

ƻǇŜȄ Řŀǘŀ ǘƘŀǘ 9ŎƻƴƻƳƛŎ LƴǎƛƎƘǘǎΩ ǳǎŜ ƛƴ ƛǘǎ ōŜƴŎƘƳŀǊƪƛƴƎ ƛǎ ŀŦǘŜǊ ŘŜŘǳŎǘƛƴƎ ǘƘŜ ŎŀǇƛǘŀƭƛǎŜŘ ŀƳƻǳƴǘǎΦ 

Economic Insights has made no adjustment for different capitalisation policies adopted by each DNSP. This 

means that different capitalisation policies, e.g., one DNSP capitalisation 20% of overheads while another 

ŎŀǇƛǘŀƭƛǎŜǎ ол҈Σ ǿƛƭƭ ŀŦŦŜŎǘ ǘƘŜ ƻǇŜȄ ōŜƴŎƘƳŀǊƪƛƴƎ ŜŦŦƛŎƛŜƴŎȅ ǎŎƻǊŜǎΦέ 

¢Ƙƛǎ ǊŜǇƻǊǘ ǎǳǇǇƻǊǘǎ WŜƳŜƴŀΩǎ ƻǇƛƴƛƻƴ ǘƘŀǘ capitalisation policy impacts them adversely in benchmarking 

reporting, challenges aspects of the AER benchmarking methodology, undertaken by Economic Insights 

ŀƴŘ ŦƛƴŘǎ WŜƳŜƴŀΩǎ opex to be relatively efficient, when appropriate adjustments are made. 
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The !9w ǊŜǇƻǊǘŜŘ ƻƴ WŜƳŜƴŀΩǎ ōŀǎŜ ȅŜŀǊ ŜŦŦƛŎƛŜƴŎȅ ŀƴŘ ōŜƴŎƘƳŀǊƪƛƴƎ ǊŜǎǳƭǘǎ ƛƴ ŀ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ƻǇŜȄ 

report that is part of the Draft Determination.93 The AER states: 

ά²ƘƛƭŜ ƛƴŎǊŜŀǎƛƴƎ ƻǾŜǊ ǘƛƳŜΣ WŜƳŜƴŀϥǎ ƻǇŜȄ Ƙŀǎ ōŜŜƴ ōŜƭƻǿ ƻǳǊ ŦƻǊŜŎŀǎǘ ŦƻǊ ǘƘŜ ŎǳǊǊŜƴǘ ǊŜƎǳƭŀǘƻry control 

period. Its actual and estimated opex in the current regulatory control period is 9.5 per cent below our 

opex forecast and its actual opex in the base year of 2018 is 12.6 per cent below our forecast. This is in 

ŎƻƴǘǊŀǎǘ ǘƻ WŜƳŜƴŀΩǎ ŀŎǘǳŀƭ ƻǇŜȄ in the previous regulatory control period, which was on average 12.8 per 

cent higher per 6-28 Attachment 6: Operating expenditure | Draft decision ς Jemena 2021ς26 annum than 

our opex forecast. This performance is reflected in Jemena's positive EBSS carryovers, as discussed in 

Attachment 8 of this draft decision. However, as indicated by its benchmarking performance, Jemena has 

not been able to achieve the same degree of cost reductions as the more efficient distribution businesses. 

First, while Jemena has a relatively high ratio of opex to capital inputs (measured as the annual user cost 

of capital, as opposed to capex), we do not accept Jemena's argument that opex/capital input trade-offs 

are not captured in the opex benchmarking models. Economic theory would suggest that capital inputs 

would be an explanatory variable in the opex benchmarking models, and this was explored in our original 

model specification. 

Second, we have examined the average opex/total cost (opex plus capital annual user cost) ratio for all the 

distribution businesses as shown in Figure C.1 and C.2 for the 2006ς18 period and 2012ς18 periods. Using 

ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŀƴŘ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ WŜƳŜƴŀϥǎ ǎǳōƳƛǎǎƛƻƴΣ ǿŜ ŦƛƴŘ ǘƘŀǘ WŜƳŜƴŀΩǎ ƻǇŜȄκǘƻǘŀƭ Ŏƻǎǘ Ǌŀǘƛƻ ƻǾŜǊ 

both benchmarking periods is higher than the benchmark comparator-average ratio. However, in addition 

to the previous point, we consider that annual user cost is an imperfect measure of capital inputs, notably 

due to inconsistencies among the distribution businesses in approaches to asset valuation, asset age and 

ŘŜǇǊŜŎƛŀǘƛƻƴ ǇǊƻŦƛƭŜΦέ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǘǿƻ ŎƘŀǊǘǎ ŦƻǊ ǘƘŜ !9wΩǎ 5ǊŀŦǘ 5ŜǘŜǊƳƛƴŀǘƛƻƴ ŀǘǘŀŎƘƳŜƴǘ сΣ hǇŜȄΣ ŎƻƳǇŀǊŜǎ W9bΩǎ ƻǇŜȄ ǘƻ 

total cost ratios for the 12-year period, 2006 ς 2018 with the more recent period, 2012-18. The charts show 

that Jemena has a higher opex to totex ratio than other businesses, but that the higher ratio is not 

substantially higher than other businesses. The two charts also show that there has been minimal change 

ŦƻǊ ǘƘŜ ƳƻǊŜ ǊŜŎŜƴǘ ǇŜǊƛƻŘΣ ŎƻǳƴǘŜǊƛƴƎ WŜƳŜƴŀΩǎ ŎƭŀƛƳ that they have been more efficient recently. 

 

 

93 https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-
%20Jemena%20distribution%20determination%202021-26%20-%20Attachment%206%20-
%20Operating%20expenditure%20-%20September%202020.pdf 

https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20Jemena%20distribution%20determination%202021-26%20-%20Attachment%206%20-%20Operating%20expenditure%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20Jemena%20distribution%20determination%202021-26%20-%20Attachment%206%20-%20Operating%20expenditure%20-%20September%202020.pdf
https://www.aer.gov.au/system/files/AER%20-%20Draft%20decision%20-%20Jemena%20distribution%20determination%202021-26%20-%20Attachment%206%20-%20Operating%20expenditure%20-%20September%202020.pdf





































































