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Acronyms and abbreviations 

AER Australian Energy Regulator 

DNSP Distribution Network Service Provider 

ANS Ancillary Network Services 

ACS Alternative Control Services.  These comprise ANS plus metering and public lighting.  The 

latter two components are not included in this analysis. 
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1. Review of Ancillary Network Services  

This report presents the findings of an independent study 
by Marsden Jacob Associates of input costs for Ancillary 
Network Services for CitiPower, Powercor, United Energy, 
Jemena and AusNet 

Marsden Jacob Associates (Marsden Jacob) has been engaged by the Australian Energy Regulator 

(AER) to undertake labour rates and service charges for Ancillary Network Services (ANS) in relation 

to regulatory determinations for: 

• CitiPower;  

• Powercor;  

• United Energy;  

• Jemena and  

• AusNet. 

The assessments are to consider the reasonableness of forecast labour cost inputs that generate 

prices for ANS and quoted services for these Distribution Network Service Providers (DNSPs) in 

relation to their respective regulatory proposals for the 2021–26 regulatory control period.  The 

scope of engagement is provided in 1.4.1Appendix 1. 

1.1 Approach 

There are two elements to this analysis: 

• firstly, benchmarking labour costs; and 

• secondly, comparing ACS charges against similar charges for other providers.  Where possible, this 

includes comparing the build-up of bottom-up costing. 

This approach for ACS charges contrasts with the methodology used for our previous 

recommendations for other DNSPs.  Previously, we have focussed on the build-up of charges but only 

Jemena provided bottom-up estimates of input labour costs, time allocated and other costs. 

As noted in our other assessments, the AER may wish to consider a more assertive approach for 

future reviews, in which prices are moved toward the efficiency frontier.  Rather than establishing 

prices based on reasonable costs or comparisons with other DNSPs, this approach would establish 

efficient costs by examining underlying drivers and considering the benchmarks set by the most 

efficient providers, including those outside the AER’s jurisdiction.  

By establishing maximum ‘reasonable’ prices only, the current approach may inadvertently 

discourage providers that are already operating below the ‘reasonable’ threshold from seeking 
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further cost efficiencies. A more assertive approach would provide an incentive for inefficient 

businesses to continually reduce their costs toward the efficient benchmark.  

A more assertive approach would require more detailed information to ensure that material 

differences between the organisations and their services is considered when establishing efficient 

costs. Ideally, this information would be received in a standardised format to facilitate comparison. 

The AER would also need to consider whether (and how) it would be appropriate to reward efficient 

providers to ensure the system is not entirely punitive.      

1.2 Base year 

In reviewing ANS, Marsden Jacob has examined the labour rates and ANS charges or equivalent 

charges for 2020/21, the year prior to the regulatory period.  For the purposes of escalation by the 

general inflation rate, we have used Treasury’s estimate of the through the year inflation for 2019/20 

and 2020/21.   

In most cases, regulated businesses either provided estimates for this base year and extrapolated 

into the new regulatory period or provided estimates that could be converted to 2020/21 dollars: 

• CitiPower, Powercor and United Energy adopted a similar approach.  For labour costs, each increased 

their rates by the allowed nominal increases each year comprising actual price inflation for the 

preceding year and a (negative) labour X-factor; 

• Jemena also increased its labour rates by the allowed nominal increases in price inflation and a 

(negative) labour X-factor. Jemena provided bottom up estimates for its services based on proposed 

labour rates; and 

• Ausnet also increased its labour rates by the actual price inflation and a (negative) labour X-factor.   

For the purposes of estimating the ‘major’ revenue sources from ANS, we have used revenues for 

2021/22.  This is because a number of services only commence in that year and have no estimate for 

preceding years. 

1.3 Labour rates 

All DNSPs provided underlying labour rates.  However, these were not explicitly used to generate 

service fees for DNSPs except for Jemena.  The labour rates do, however, underlie services provided 

under Quoted services.   

The overall labour rate reflects the base cost of salaries plus on-costs and attribution of overheads.  

The extent of detail varied across each DNSP.   

The labour rates for Victorian DNSPs were reviewed by the AER for the currently ending 

Determination period (2016-21).  Through the Determination period, each DNSP has increased the 

rate in line with the agreed formula that provided both a price inflation adjustment and an additional 

labour cost adjustment.  For the current Determination proposals, the DNSPs have estimated new 

labour rates using their own inflation and labour adjustments. 
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For this analysis, Marsden Jacob has used the same methodology as used for previous DNSP 

analyses.  In earlier Marsden Jacob analyses, five classifications were used to incorporate the wide 

range of labour used by DNSPs: 

• Administration; 

• Field worker; 

• Technical specialist; 

• Engineer; and  

• Senior engineer. 

For the proposals, the DNSPs’ rates were generally marked up from the previous AER decision: 

• CitiPower, Powercor and United Energy provided all-in rates for each of five classifications for both 

business hours and after hours; 

• Jemena provided base rates, on-costs and overheads for the five classifications.  However, for its 

‘quoted services’, it took its existing revenue divided by volume and escalated by price inflation and a 

labour escalator; and 

• Ausnet provided all-in rates.  These “include labour on-costs, fleet on-costs and overheads”.  It is worth 

noting however, that in its calculation for Quoted services Price also includes “Margin + Tax”.1   

Marsden Jacob has reviewed each of the labour rates provided by the distribution businesses. A full 

translation of the DNSP rates to the five categories is provided in 1.4.1Appendix 2.  

Using these categories, Marsden Jacob developed benchmark labour rates based on Hays 2019/20 

Energy sector and Office Support salary data, against which the reasonableness of proposed labour 

rates could be assessed.  These annual salary figures are provided in Table 1. 

In assessing the reasonableness of labour rates, Marsden Jacob has built up the rates to compare 

with the all-in rates provided by each business.   

The ‘normalised’ rates are shown in 2020/21 dollars and are separated into ‘raw’ labour rates 

(presented in section 1.3.1), on-costs (section 1.3.2) and overheads (section 1.3.3).  As noted above, 

not all DNSPs provide sufficient information to compare all of these elements.  Together the 

elements add to the total or ‘all-in’ labour rate (section 1.3.4), which may be applied to calculate cost 

reflective prices for ANS when a ‘bottom-up’ approach to pricing is utilised.  

Marsden Jacob have defined the scope of each cost element as: 

• ‘Raw’ labour costs are the most basic hourly labour rates. The value excludes all on-costs and 

overheads. This rate excludes basic leave allowances such as sick leave, annual leave, and public 

holidays and is calculated based on a 40-hour week. 

• On-costs include: 

o Basic leave allowances (sick leave, annual leave, public holidays); 

o Superannuation; 

— 
1  AusNet Electricity Services Pty Ltd (2020) Electricity Distribution Price Review 2022-26 – Part IV, submitted 31 January, p. 59 
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As recommended in our 2018 review: 

Overheads include a wide range of costs, including anything other than the direct labour 
cost of providing a service, including (but not limited to) supervisory and management 
costs, customer service and billing, communications and information technology, fleet 
costs, and corporate costs such as finance and planning.   

We have also accepted the inclusion of an explicit profit margin.  Where these are 
explicitly identified, however, this allocation is to be recovered – and therefore 
benchmarked – within the overall overhead allowance. 

… 

Very little information is publicly available to benchmark the DNSPs proposed overhead 

rates with other industries, because this level of breakdown does not need to be provided 
in statutory financial reports. Self-published information and industry information published 
for specific purposes is often not suitable as a benchmark because of inconsistent and/or 

unclear definitions.  

In our experience reviewing commercially confidential information in other capital intensive 
industries such as water and gas, overhead rates for non-retail businesses in the order of 
45-65% are not unreasonable. In retail businesses, the rates can be as high as 100% of 
(purely) direct costs due to the higher level of customer engagement. [bolding added]3 

Consistent with previous reviews, Marsden Jacob has applied an overhead mark-up of 61%. 

1.3.4 Maximum hourly rates 

It is possible to compare the ‘all-in’ hourly rate provided by the DNSPs against Marsden Jacob’s built-

up benchmark rate, i.e. the Hays base rate plus standard on-costs plus the benchmark overhead rate.  

As noted above, AusNet has used different labour classifications.  We have used our benchmark 

classifications to determine if the service rates are appropriate.     

Table 3 provides a translation of the classifications used by AusNet to a notionally equivalent 

Marsden Jacob classification.  

— 
3  Marsden Jacob (2018) Review of Alternative Control Services; Advice to Australian Energy Regulator, p. 7. 
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In the Electricity supply sector, Average weekly total hours paid for (38.8 hours) exceeded Average 

ordinary time hours paid for (37.0 hours) by less than 2 hours in 2018.4  As this is less than the 

minimum daily time typically required before double time applies, it is likely that most overtime 

incurs time and half. 

For the purposes of this analysis, a simple average suggests the average overtime rate would not 

exceed 1.75 times the standard rate.  This mark-up is applied for overtime hours in the service 

analysis. 

1.4 Benchmarked services 

Marsden Jacob reviewed the proposed charges for a number of ANS services.  In previous reports, 

some 10 services were broadly common across the distribution businesses and were reviewed.  In 

some cases, we looked at a broader range of services to ensure that the analysis covered the 

majority of expected revenues for the businesses.   

Through this approach for this current review, we have included services that together accounted for 

at least 91% of overall ANS revenue for each of the DNSPs.  This means that where a common 

calculation base was used the reviewed services represented a larger number of services and 

proportion of revenue.  In addition, for the group of DNSPs using a common framework (CitiPower, 

Powercor and United Energy), the services comprising each one’s ‘top 10’ were also included with 

the other two if not already included.  For these providers, some 16 services were examined. 

In contrast to our previous analyses, information on bottom up generation of charges is only 

provided by Jemena.  The other DNSPs rely on increasing charges from the levels previously 

endorsed by the AER.  Therefore for this review, we have examined both the implied increases for 

the proposed charges and, where practicable, compared the charges with like services in other 

jurisdictions. 

The services examined were: 

• CitiPower, Powercor and United Energy: 

o New connections 

▪ BH - Single phase 

▪ BH - Multi-phase CT 

▪ BH - Multi-phase DC 

▪ AH - Single phase 

▪ AH - Multi-phase CT 

▪ AH - Multi-phase DC 

o Metering services 

▪ BH - Standard alteration, <60 minutes 

▪ BH - Meter/NMI/site investigation 

▪ BH - Failed field visit (unable to perform customer requested task)  

▪ BH - Complex alteration, > 60 minutes 

▪ BH - Manual re-energisation (incl customer transfer) 

— 
4  Employee earnings and hours, Australia, May 2018 (ABS Cat No 6306.0) 
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▪ BH - Remote meter reconfiguration 

▪ BH - Isolation of supply or reconnection, excluding HV (single) 

▪ BH - Service truck visit (Metering) 

▪ BH - Access to meter data 

▪ BH - Remote energisation 

• Jemena 

o Basic  connection, single-phase BH  

o Wasted site attendance BH  

o Remote meter reconfiguration  

o Supply upgrade/enhancement (1ph to 3ph) BH  

o Basic  connection, three-phase BH  

o Reserve feeder operation and maintenance  

o Temporary connection, single-phase BH  

o Supply upgrade/enhancement (1ph to 3ph) AH  

o Field-based de-energisation BH  

o Field-based energisation BH  

• AusNet 

o Wasted Truck Visit – customer not ready for their requested works  

o  Service truck - Disconnect / Reconnect at pole or pit – Business Hours  

o  Single Phase underground with a directly connected meter on group metering panel - 

Business Hours  

o  Single Phase underground – Business Hours  

o  Re-energisation  

o  Multi-phase underground with a directly connected meter on group metering panel – 

Business Hours  

o  Multi-phase underground with a directly connected meter – Business Hours  

o  Multi-phase underground with a CT connected meter – Business Hours  

o  95mm2 overhead service from LVABC – Business Hours  

o  Manual assessment of PV & small generator installation enquiry, 4.6kW to 15kW  

As noted above, the fee classes for CitiPower, Powercor and United Energy are common and 

facilitate comparison.  In addition, the connection fees are comparable to other DNSPs.  Where 

practical we have identified similar services for Jemena and AusNet. 

An important consideration in this analysis is that the three DNSPs with common services, CitiPower, 

Powercor and United Energy, amalgamated a number of services for this proposal.  These are shown 

below. 

Discontinued services: 

• Service truck visit (Metering) 

• Wasted truck visit (Metering) 

• Service truck visit (Servicing) 

• Wasted truck visit (Servicing) 

• Remote energisation 
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• Remote de-energisation 

• Access to meter data 

New services: 

• Isolation of supply or reconnection, excluding HV (single) 

• Isolation of supply and reconnection after isolation, excluding HV (same day) 

• Standard alteration, <60 minutes 

• Complex alteration, > 60 minutes 

• Failed field visit (unable to perform customer requested task)  

The two failed visits services have been combined into one.  Remote energisation and 

re-energisation have been removed from the DNSPs’ ANS.  The two Service truck visits (Metering and 

Servicing) have been disaggregated into the remaining new services. 

Table 11 provides a summary of charges for each Victorian DNSP for these services and comparable 

services across other jurisdictions.  These have been grouped into services with similar characteristics 

where possible. 
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hours (and in that case it was significantly5 discounted).  The charges allowed in that review were 

consistent with those provided by Jemena in 2020.  While this service is not, however, one of the 

major revenue contributors, it would be appropriate to question both the significant increase in time 

and charges.  

In the charges identified above, Jemena’s connection charge for single phase during business hours 

and after hours lies well above other Victorian providers.  It is still, however, below that claimed by 

Evoenergy for greenfields connections.6   

Jemena has moved to a single charge for both business hours and after hours connections.  However, 

of concern is that in its build up of this charge, Jemena uses the simple average of the field worker 

business hours and after hours rates.  It is not clear why the simple average would provide an 

appropriate measure.  According to its model, in 2018, there were some 6,824 business hours 

connections and 139 after hours connections.  A similar relativity occurs for most other services 

previously provided as separate business hours/after hours services.   

If Jemena wishes to use one charge for each of these services and wishes to use a single (field 

worker) labour cost input, the weighting should reflect the labour input weighting across all these 

services and not the simple average. 

We note that the overheads rate applied by Jemena is in line with that previously recommended by 

Marsden Jacob.  However, as noted in previous reviews, this overhead rate includes an allowance for 

margin (and its implicit taxation).   

For this review, in addition to adjustments for lowering labour input costs, all service charges should 

not include these two separate mark-ups. 

— 
5  In one case two hours of engineer time was discounted 98% to calculate the labour input cost. 
6  Evoenergy s submitted charge covers the range of single to three phase power 
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 Scope of engagement 

Detailed Description of the Requirement 

Provide input cost assessment in relation to the Australian Energy Regulator’s (AER) 2021-26 

regulatory determinations for the Victorian distribution network service providers – AusNet Services, 

Jemena, Powercor, CitiPower and United Energy (Victorian DNSPs).  

This assessment should be completed using a similar method to Marsden Jacob’s previous alternative 

control services work for the AER. 

Specifically, the AER will require the consultant to evaluate the reasonableness of forecast cost 

inputs that generate revenues/prices for alternative control services – specifically, ancillary network 

services. This includes: 

• Proposed labour rates 

• Other inputs to ancillary network services, such as the times taken to perform common fixed fee 

services. 

This should include the recommendation of maximum reasonable labour rates for different labour 

categories for Victoria, and benchmarking of the most common fixed fee services, including 

consideration against Marsden Jacob’s previous reports for the AER. 
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 Labour rate calculations 

Example translation of Hays annual salary rates to maximum hourly rates 

Marsden Jacob labour category: Field Worker 

Location: Melbourne 

Highest equivalent Hays labour category: G&B linesworker 

Highest annual salary rate for G&B linesworker, Melbourne, 2020: $130,000 per annum 

On-cost rate: 42.68% 

General overhead rate: 61% 

Vehicle allowance for Fleet Worker: $20/hour  

 

Raw rates 

Base (‘raw’) hourly rate 2020  = $130,000 / 52 weeks / 40 hours per week 

       = $62.29/hour 

 

Including on-costs rate 

Base rate inflated by on-costs  = $62.29 x (1 + 42.68%) 

         = $88.87/hour 

 

Including overheads rate 

On-cost rate inflated by overheads  = $88.87x (1 + 61%) + Vehicle ($20) 

            = $163.08/hour 

Total (‘all-in’) rate 2017  = Including overheads rate * inflation * wage measure stickiness 

      = $163.08 x (1 + 2.25%) x (1 +2.5%) 

      = $171.34/hour 

 
 

 

 

 

 

 

 

 








