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2  TasNetworks 

Structure of this document 
This document is presented in three parts: 

Section 1 

 Explanation of compliance to Schedule 1, paragraph 1.1 (a) of the RIN notice as it applies to the financial 
information provided within the Microsoft Excel workbooks attached to the AER’s RIN at Appendix B. 

 Explanation of compliance to Schedule 1, paragraph 1.1 (b) of the RIN notice as it applies to the non-
financial information provided within the Microsoft Excel workbooks attached to the AER’s RIN at Appendix 
B. 

Section 2 

All additional information requested by the AER in Schedule 1 of the RIN notice:  

 Paragraphs 1.1 (c,e,f,g); and 

 Paragraphs 1.2 – 1.8. 

Section 3 

All additional information requested by the AER in Schedule 1 of the RIN notice:  

 Paragraphs 2-10. 
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Section 2: 
All additional information requested by the AER in Schedule 1 of the RIN notice: 

 Paragraphs 1.1 (c,e,f,g); and paragraphs 1.2 to 1.7. 
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1.3 Material changes in allocation of overheads 
No material changes in the allocation of overheads were made in the current reporting period. 

1.4 Previously provided policies 
Information requested in Schedule 1, paragraph 1.1 (e), (f) and (g) has been previously provided. 
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Section 3: 
All additional information requested by the AER in Schedule 1 of the RIN notice: 

 Paragraphs 2-13.   
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2. Compliance  

2.1 Classification of distribution services 
The following is an explanation of the procedures and processes used by TasNetworks to ensure that its distribution services have been classified as set out by the AER in the 

current Distribution Determination. 

Cost capture and financial management systems 
TasNetworks’ chart of accounts and costing systems have been established so that both operating expenditure and capital expenditure can be separately accounted for and 

reported in accordance with TasNetworks’ AER approved CAM and regulatory reporting requirements. 

In accordance with the AER Guidelines and the Rules provisions, TasNetworks commits to the CAM. TasNetworks’ principles, processes and policies all support compliance 

with the CAM. This includes the processes of attributing costs directly and of allocating shared costs to categories of servi ce. 

TasNetworks’ cost allocation principles and policies consider the direct allocation of costs to:  

 Prescribed transmission services  

 Negotiated transmission services  

 Non-regulated transmission services  

 Standard control distribution services  

 Alternative control distribution services 

 Negotiated distribution services  

 Unregulated or unclassified services  
 

Costs that are not directly allocated to one particular service type (e.g. most corporate overheads) are subject to a shared allocation of costs between the following: 

 Prescribed transmission services  

 Negotiated transmission services  

 Non-regulated transmission services  

 Standard control distribution services  

 Alternative control distribution services  

 Negotiated distribution services  

 Unregulated or unclassified services 
 

The chart of accounts structure enables costs to be attributed directly to the categories of services provided by TasNetworks , or automatically allocates costs between them. 

When costs are incurred they are allocated to the following chart of account dimensions in the financial systems:  

 responsibility centre/department/cost centre - defined as the area in the business that is responsible for the work performed; 
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 functional area - defined as the nature of the work being performed and is also used to identify between capital and operating expenditure as well as the type 
of work and associated service classification (work category); and 

 cost element/General Ledger code - defined as the nature of the costs incurred such as labour or contracted services . 

The above dimensions form the basis of the cost hierarchy. Each dimension is assigned to a service classification. By establi shing a clear relationship between dimensions 

and the categories of services, the financial systems ensure that costs are correctl y attributed to the relevant service.  

TasNetworks has 3 main types of costs:  

 directly allocated or attributable costs (such as timesheet labour, materials, fleet or direct coding to cost number or via j ournal such as l icences fees, invoices 
for contracted services etc.); 

 on costs for labour, materials and fleet; and 

 shared costs (allocated on the basis of causal cost allocators). 

Registration of project cost numbers and approval process 
Projects are required to be approved in accordance with TasNetworks gated investment framework. The gated investment governance framework (framework) is 
TasNetworks’ governing document for the management and control of capita l and operational investments. The framework ensures that TasNetworks expenditure program 
is managed to ensure the most effective and efficient use of capital and operating funds it has available. The framework forms part of TasNetworks’ broader governance 

framework for the management of business risks. Expenditure must be approved in l ine with the approved delegations framework. 

Reporting and monitoring of costs 
Finance distributes monthly reports to management and the Board, outlining the costs incurred against each service classification (work category). An analytical review of 

the costs is undertaken and any anomalies are investigated (e.g. if any incorrect allocations of costs are identified).  

TasNetworks has established a governance committee which consists of senior management from across the business . The gated investment governance process framework 
is TasNetworks’ governing procedure for the management and control of capita l and operational expenditure. The committee meets monthly to provide commercial oversight 

of expenditure on TasNetworks’ program of work, and monitor spending in accordance with the AER’s service classifications. It provides a forum to discuss future and current 

commercial and technical aspects of the business’ investment decisions. 

Quarterly expenditure reset/reforecast  
TasNetworks undertakes a detailed review of expenditure incurred against each service classification as part of the quarterly  expenditure re-forecasting process. The purpose 

of this process is to re-forecast the expected end of financial year expenditure. This process engages stakeholders across the business and provides an opportunity for detailed 
review and interrogation of the expenditure. This process provides comfort that costs are being captured in the financial sys tems and reported against service classifications 

as appropriate. 

Cost allocation methodology 
TasNetworks ensures compliance with the AER approved CAM, which sets out the methodology for allocating overheads to the diff erent service classification types as 

determined by the AER. For each different overhead cost allocation pool the process undertaken to ensure allocation of overheads is in accordance with the CAM.  

A final review was undertaken at the end of the current reporting period to ensure that the allocation of costs to each servi ce classification was in accordance with the AER 

approved CAM. 
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2.2 Application of negotiated distribution service criteria 
As part of its response to the Annual Reporting RIN for the current reporting period, TasNetworks is required to document the procedures and processes used to ensure that 
the negotiated distribution service criteria, as set out in the AER’s current Distribution Determination, have been applied when determining prices for negotiated distribution 

services. 

During the current Regulatory Control  Period, TasNetworks has no negotiated distribution services.  

2.3 Identification of negative change events 
TasNetworks’ annual revenue cap sets the amount of revenue we can collect from our customers in relation to the provision of distribution network services. The revenue 
cap for each regulatory year may include a pass through for the unforeseen costs or savings that arise from the occurrence of  certain change events that have previously 
been defined as pass through events by the AER. Negative pass through events are change events that result in TasNetworks realising savings in the costs of providing direct 

control services. Under Chapter 6 of the Rules, TasNetworks is required to submit written notification to the AER of a negative change event wi thin 90 business days of 

becoming aware of the occurrence of such an event. 

There were no negative change events in the current reporting period. 
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4. Cost allocation to service segments 
All costs relating to or incurred in the provision of distribution services and allocated to TasNetworks’ distribution business in 
the current reporting period are required to be allocated to a service segment.3  All  costs allocated from the distribution 

business to a service segment must are allocated in accordance with the cost allocation methodology approved by the AER.  

Tables 3.1 (a) and 3.1(b) detail  those costs which are allocated to service segments on a causation basis and those not allocated 

via a causation basis, the method and the materiality level as applicable to those costs. 

5. Capitalisation policy 
There were no changes in the capitalisation policy from the previous regulatory year. 

6. Demand Management Incentive Scheme Compliance Report  

6.1. Introduction   
This section has been prepared to satisfy the requirement for TasNetworks to submit a Demand Management 
Incentive Scheme  (DMIS)  Compliance Report  to the Australian Energy Regulator (AER) in accordance with Section 
2.4 of the AER’s Demand Management Incentive Scheme for electricity distribution network service providers 
2017.  TasNetworks, as part of the AER’s “TasNetworks Transmission and Distribution Determination, 2019 to 
2024” has accepted the new changes proposed for DMIS. 

The DMIS objective is to provide distributors with an incentive to undertake efficient expenditure on  relevant non-
network options relating to demand management (the scheme objective).   

The annual report must include two parts―Part A and Part B.  Part A includes information on committed projects 
and Part B contains information on projects that TasNetworks has identified as eligible projects.  
 
Tasnetworks is required to report on:  

 For each committed project:  
a. The volume of demand management delivered,  
b. An estimate of the realised benefits, and 
c. The total incentive to be claimed.  

 

 For each eligible project identified as a preferred option: 
a. The present value of costs and benefits,  
b. A description of responses to the request for demand management solutions 

i. Description of proposal,  
ii. Proposed costs and deliverables,  
iii. For a potential credible solution, an estimate of the project’s net benefit.  

c. If the project is to proceed as a committed project, whether the project will occur via a demand  
management contract or via a demand management proposal.  

d. The expected costs of delivering the demand management solution.  
e. The kVA per year of network demand able to be called upon, influenced, dispatched or controlled.  

 

                                                                 

3 Service segment refers to standard control services, alternative control services and negotiated services.  
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 Any projects where a decision has been made to defer or not proceed with an eligible project that 
previously (either in 2020-21 or in previous years) was to proceed as a committed project, and 

 

 Any projects where a decision has been made to proceed with a network option to meet an identified need 
that previously was to proceed as a committed project.  

 
This submission lists all DMIS projects undertaken by TasNetworks during the 2020 – 2021 financial year. 

6.2 Reporting  

6.2.1 DMIS Projects in 2020-2021 

There were zero (0) committed demand management projects and zero (0) eligible demand management project 
under development in 2020/2021. 

6.2.2 Compliance with DMIS 

This report has been written in accordance with Section 2.4 of the AER Demand Management  Incentive Scheme 
(December 2017). 

6.2.3 Demand Management project selection criteria  

To determine the validity of a project for DMIS use a NPV based assessement is used to determine whether a 
demand management solution can reduce demand and/or defer network investment as part of its network 
planning processes.  This allows all relevant costs and benefits for both preferred network solutions as well as 
various demand management  deferral options to be quantively assessed.  

For the network options these costs and benefits include: 

 The expected capital costs of the preferred network option; 
 The expected benefits of implementing the preferred network solution which include associated costs 

with: 
o Avoided supply interuptions to customers (unserved energy); 
o Avoided maintenance of aged network assets; 
o Avoided environmental impact; and 
o Avoided safety risk. 

For the various demand management deferral options these cost and benefits include:  

 The time-value-of-money benefit associated with deferring the network option; 

 The avoided unserved energy for a given quantum of demand reductions; 

 The expected costs of delivering demand reductions; and 

 An options value benift. 

Based on the NPV assessment, a demand management project is considered feasible if the expected available 
budget exceeds the expected cost of delivering the demand  management project.  

 

6.3 PART A – Committed Projects  

There were zero (0) committed demand management projects in the 2020 – 2021 financial year. 
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6.4 PART B – Eligible Projects 

There were no committed demand management projects in the 2020 – 2021 financial year. 

 

6.5 Demand Management Projects That Have Changed  

There were no changed demand management projects in the 2020 – 2021 financial year. 

7. Demand Management Innovation Allowance Mechanism 
This submission has been prepared under the Demand Management Innovation Allowance (DMIA) scheme applied 
to TasNetworks by the Australian Energy Regulator (AER).  

Under Section 2.3 of the AER’s final determination for The Demand Management Innovation Allowance 
Mechanism, Dec 2017, TasNetworks is required to submit an annual report on expenditure under the DMIA for 
each regulatory year.  

The annual report must include:  

1. the amount of the allowance spent by the distributor;  

2. a list and description of each eligible project on which the allowance was spent;  

3. a summary of how and why each eligible project complies with the project criteria; 

4. For each eligible project on which the allowance was spent, and in a form that is capable of being publish

 ed separately for each individual eligible project, a project specific report that identifies and 

describes: 

a. The nature and scope of the eligible project;  

b. The aims and expectations of the eligible project;  

c. How and why the eligible project complies with the project criteria;  

d. The distributor's implementation approach for the eligible project;  

e. The distributor's outcome measurement and evaluation approach for the eligible project;  

f. The costs of the eligible project:  

i. incurred by the distributor to date as at the end of that regulatory year;  

ii. incurred by the distributor in that regulatory year; and  

iii. expected to be incurred by the distributor in total over the duration of the eligible project.  

g. For ongoing eligible projects:  

i. a summary of project activity to date;  

ii. an update of any material changes to the project in that regulatory year; and  

iii. reporting of collected results (where available).  

h. for eligible projects completed in that regulatory year:  

i. reporting of the quantitative results of the project;  

ii. an analysis of the results; and  

iii. a description of how the results of the eligible project will inform future demand 

management projects, including any lessons learnt about what demand management 

projects or techniques (either generally or in specific circumstances) are unlikely to form 

technically or economically viable non-network options.  
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i. any other information required to enable an informed reader to understand, evaluate, and 

potentially reproduce the demand management approach of the eligible project.  

5. Where an eligible project has extended across more than one regulatory year of the regulatory control 

period, details of the actual expenditure on each such project or program in each regulatory year of the 

regulatory control period to date. 

6. A statutory declaration signed by an officer of the distributor delegated by the chief executive officer of 

the distributor, certifying that the costs being claimed for each demand management project:  

a. are not recoverable under any other jurisdictional incentive scheme;  

b. are not be recoverable under any state or Australian Government scheme; and  

c. are not otherwise included in forecast capital expenditure or operating expenditure approved in 

the AER's distribution determination for the regulatory control period under which the mechanism 

applies, or under any other incentive scheme in that distribution determination.  

7. Each of the projects in the DMIA submission is defined as an ‘eligible project’ based upon the following 

criteria listed under Section 2.2.1. of the AER’s final determination for The Demand Management Incentive 

Scheme, Dec 2017.    

8. An eligible project must:  

9. be a project or program for researching, developing or implementing demand management capability or 

capacity; and 

10.  be innovative, in that the project or program: 

a. is based on new or original concepts; or  

b. involves technology or techniques that differ from those previously implemented or used in the 

relevant market; or  

c. is focused on customers in a market segment that significantly differs, from those previously 

targeted by implementations of the relevant technology, in relevant geographic or demographic 

characteristics that are likely to affect demand; and  

11.  have the potential, if proved viable, to reduce long term network costs 

Accordingly, this submission details DMIA projects undertaken by TasNetworks in the 2020/21 financial year. 

7.1 Governance 

7.1.1 DMIA spending in 2020/21 
There were one (1) new projects and zero (0) ongoing DMIA projects under implementation or development for 
which TasNetworks incurred costs in 2020/21. 

TasNetwork’s submission identifies claimable costs incurred totalling $0. 

7.1.2  Compliance with DMIA Criteria 
Information addressing items Section 2.3 of the AER’s final determination for The Demand Management 
Innovations Allowance Mechanism, Dec 2017 can be found in the sections below. 

7.1.3 Project selection process 

When opportunities are identified for new projects, TasNetworks uses the following methodology when assessing 
projects for funding under the DMIA allowance:  

Concept Stage: For new concepts, approval for project research and development is carried out by the Future 
Networks Team Leader, Future Networks who ensures that the proposed project meets the funding criteria 
specified under the DMIA Scheme. This component of the project is defined as a Conceptual Project.  
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project will contribute to collective learning of multiple DNSPs and industry, and project will test future scenario 
where network capacity is monitored in real time and EV charging is managed dynamically to get the best outcome 
for the networks and customers.  

Insights from project will be fed to the retailers and aggregators to further stake energy market value stream for 
the customers.  

This project will remove barriers unique to the transmission and distribution networks, will facilitate EV uptake for 
customers and a reduction in the electricity network charges for all customers in Tasmania.  

7.4.3 Project aims and expectations 

The project aims to determine ways to optimise and defer network asset augmentation required as a result of EV 
uptake and offer a smoother pathway for all customers.  

The project has three main objectives:  

Understand what and when spare capacity is available in the network and how the spare capacity can be used to 
charge EV in a manner that satisfies both customer and network needs  

Understand customer preferences and participation in such initiatives  

Understand what incremental investment is required after spare network capacity is fully utilised  

This is an ARENA funded project put forward as a joint proposal from five DNSPs and its proposal for ARENA funding 
is led by Jemena Electricity Networks, ARENA will cover half of the expenditure of each of the participating DNSPs 

7.4.4 How and Why Project Complies with Project Criteria 

The Dynamic EV Charging Trial is a project for researching, developing or implementing demand management 
capability or capacity especially in determining network capabilities in regards to customers expectations with EV 
charging.  It is innovative using emerging technologies such as LV Monitoring and simulation tools to provide a 
solution to EV integration.  By making these learnings it can reduce long term network costs by minimising 
augmentation costs. 

7.4.5 Implementation approach 

The project will be spread over three calendar years (CY 20, 21 and 22) and will have the following milestones:  

Milestone 1  

DNSPS will develop the detailed scope and design of the project. As the design progresses, the key material and 
services requirement will be identified and detailed specifications will be developed. It is more of refining costs 
particularly for the hardware-smart charger, control box etc. This stage will require some strategic decisions to be 
made on scoping, and design in consultation with all partners. A couple of OEMs will also be invited to provide 
input .A trial participant strategy will be developed during this time.  

Deliverables – Completion of the design  

Milestone 2 – Smart Charging Platform development  

Development works related to the smart charging such as control box, Tesla API integration, aggregators platform 
JetCharge (ChargeFox), user interface, API integration with the DNSP side platform and optimisation engine will be 
completed by JetCharge. DNSPs will develop required platform to integrate wi th their internal systems as well as 
with the Charge Fox platform.  

Deliverables – Fully tested hardware and software  











 

Basis of Preparation | Annual Reporting RIN 2020-21 63 

11.1 (b) TasNetworks organisational structure 
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12. Audit and review reports 
Audit and review certificates from Tasmania Audit Office and GHD are provided as separate attachments with each RIN submission. 

13. Confidential information 
Confidentiallity documentation has been included in TasNetworks’ 2020 RIN submission information 
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