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Overview of the first Customer Advisory 
Panel meeting 
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An introductory session to highlight the processes and layout of the Customer 

Advisory Panel 

Item Topic Duration Time For Presenter 

Lunch 40 mins 11:20 

1 Safety topic 5 mins 12:00  Information Adrian Hill 

2 Welcome and introductions 10 mins 12:05 Discussion Adrian Hill 

3 Overview of AusNet Services and the transmission network 30 mins 12:15 Information Adrian Hill 

4 Panel member roles and member expectations 15 mins 12:45 Discussion Rob Ball / Panel 

5 What our customers have to say about AusNet Services 20 mins 13:00 Information Stephanie Judd 

6 Other customer engagement activities 10 mins 13:20 Information Rob Ball 

7 Overview of regulatory framework 30 mins 13:30 Information Tom Hallam / Rob Ball 

8 Historical performance 25 mins 14:00 Information Tom Hallam / Rob Ball 

Afternoon Tea Break 15 mins 14:25 

9 AusNet Servicesô engagement with transmission customers 60 mins 14:40 Discussion Panel 

10 Introduction to the Managing Director 10 mins 15:40 Information Nino Ficca 

11 Next steps 10 mins 15:50 Discussion Adrian Hill 

  Meeting Close   16:00     



1. Safety topic 

Adrian Hill 



At AusNet Services, we never compromise 
on safety 
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Safety is a key value 

The safety of our people, customers and communities is our highest priority. We retain a relentless 

commitment to safety and achieving our missionZero safety strategy 



Over the past decade, significant RIFR 
improvement across the business has been 
achieved 
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ÅmissionZero 

ÅInduction 

ÅConversations 
 

ÅTraining and coaching 

ÅSafety leadership 

coaching 

ÅWorkbooks for 

leadership teams 

ÅSafety training for all 

personnel 
 

ÅReporting 

ÅHazard and near 

miss identification 

ÅCorporate scorecard 

measure 

*Reportable Injury Frequency Rate (RIFR) is the number of fatalities, lost 

time injuries, cases or substitute work and other injuries requiring medical 

treatment by a medical professional per million hours worked. 

Trend Explanation 

2009 2018 
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2. Welcome and introductions 

Adrian Hill 



Customer Advisory Panel Members 
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Gavin Dufty 

Aaron Tan 

Leigh Martin 

Tennant Reed 

Elizabeth Carlile 

Noel Gallagher 

Rodney Bray 

Andrew Richards 

Chris Alexander 

Bridgette Carter 

Vedran Kovac 

St Vincentôs de Paul 

Air Liquide 

Alcoa 

Ai Group 

CitiPower/Powercor 

Jemena 

United Energy 

Energy Users Association of Australia 

Energy Consumers Australia 

Bluescope Steel 

Hydro Tasmania 

Nino Ficca 

Alistair Parker 

Adrian Hill 

Tom Hallam 

Greg Hannan 

Rob Ball 

Stephanie Judd 

Danielle Graziani 

Managing Director 

Executive General Manager, Regulated Energy Services 

General Manager, Transmission (Chair) 

General Manager, Regulation 

Manager, Regulation 

Senior Economist 

Customer Research and Insights Advisor 

Project Manager, Transmission Revenue Reset 

Panel 

Members 

AusNet 

Services 

Sandra Nielsen Australian Energy Market Operator Guest 



3. Overview of AusNet Services and 
the transmission network 

Adrian Hill 



AusNet Services is a publically listed 
company and owns three regulated networks, 
as well as commercial assets 
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Regulated 

Energy 

Services 

Gas  

Distribution 

Electricity 

Transmission 

Electricity 

Distribution 

Mondo 

Board of Directors 

Chief Executive Officer 

Corporate 

Functions 

Structure 

Ownership 

ÅPublic, 49% 

ÅSingapore Power, 31% 

ÅState Grid, 20% 

Operating 

FY18 Revenue 

Electricity 
Transmission, 32% 

Other, 10% 

Electricity 
Distribution, 47% 

Gas  
Distribution, 12% 

2018 2019 2020 2021 2022 2023 

Regulatory 

reset periods 



AusNet Services’ electricity transmission 
network plays a critical role delivering reliable 
power to Victorians and across the NEM 
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Total Revenue: 

Total customers:  

Total households and 

businesses:  

Network coverage: 

Transmission lines: 

Optical fibre: 

Easements: 

Towers: 

Transformers: 

Terminal stations and 

switchyards: 

Features: 

$581.2 million 

Over 5.9 million 

 

Over 2.1 million 

227,600 km2 

Over 6,600 km 

1,938 km 

3,840 km 

13,000 

143 

 

53 

High capacity 500kV backbone, 

highly meshed 

 

 

 

Geographical footprint Statistics* 

*Estimated as at 31 March 2019 



Who are our customers and stakeholders? 
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ÅDesalination plant 

(Wonthaggi, Victoria)  

ÅOperates at <1MW; full 

capacity is 79MW 

ÅRoughly 11% of all 

electricity usage in 

Victoria 

ÅNot billed directly; no 

connection assets  

ÅSupplies industrial gases 

and services 

ÅBilled directly; connection 

assets are in ASTôs 

regulated asset base 

ÅAEMO and DBs pay 

AST for transmission 

network use, with 

costs passed on to 

customers 

ÅDBs connected 

directly to 

transmission network 

ÅóNon-contestableô 

transmission 

augmentation 

undertaken by AST 

as a prescribed 

excluded services 

project, with costs 

passed on to 

requesting party 

ÅOn-going costs 

will fold into 

TUoS at next 

price reset 

ÅGeneration assets; coal 

power stations, wind 

farms, gas-powered 

generators connected to 

network 

ÅPay non-contestable 

óshared networkô 

connection costs under 

individual connection 

agreements 

ÅGenerators connected pre-

privatisation, connection 

costs are recovered via 

TUoS 

Å In some cases, third 

parties may request 

miscellaneous 

transmission works to 

which costs are passed to 

requesting party 

* Transmission Use of System charge 

Direct Connect Customers VIC DBs & AEMO Generators & Others 

Revenue via TUoS* Revenue via TUoS* and Excluded Services 



How much revenue do we recover from each? 
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Å The majority of our 

regulated transmission 

revenue is recovered from 

AEMO, with the remainder 

recovered from DNSPs, 

generators and direct 

connect customers 

 

Å AEMO in turn recovers 

these costs from DNSPs 

and directly connect 

customers through 

AEMOôs TUoS charges 

Distributors / direct connect, 

12% 

Generators, 1% 

AEMO, 87% 

Description Revenue Recovered by Customer Type 



Experiencing “generational” change in 
transmission 
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Key drivers on the Victorian Roadmap to 2030+ 

Å Changing generation mix, from coal 

retirements & new renewables, driving: 

üNetwork upgrades to connect VIC renewable 
energy zones; 

üVery high connection interest and applications 
from generators across most VIC regions 

üStrengthening network interconnections with 
TAS and NSW; 

üVIC security upgrades to manage higher 
proportion of variable & higher penetration of 
distributed generation 

ÅOver short-term, higher VIC supply 

adequacy risk from the Hazelwood 

closure until Integrated System Plan 

actions are completed 

ÅOn-going CBD station 

rebuilds and in Latrobe Valley 

to mitigate network reliability 

risks 



4. Panel member roles and member 
expectations 

Rob Ball / Panel 



Customer Advisory Panel is established to 
reflect customer views and preferences in the 
FY2022-27 Transmission Revenue Proposal 
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CAP Member Role 

ÅProvide advice on 

electricity customer needs, 

issues and services and 

how these should be 

addressed or incorporated 

in the Revenue Proposal; 

ÅProvide feedback on the 

design of our customer 

research and engagement 

program, and comment on 

findings and insights from 

this program; 

ÅProvide feedback on our 

Revenue Proposal to 

ensure it adequately 

reflects customer views 

and preferences. 

 

 

 

 

ÅMeeting frequency 

and duration? 

 

ÅCo-development of 

future agendas? 

 

ÅCirculation of papers 

prior to meetings? 

Member Expectations “Rules of Engagement” 

ÅPanel is advisory in nature 

ÅPanel members are not required 

to reach consensus on issues or 

make binding group decisions or 

submissions 

ÅAgenda material and minutes 

will generally be published, to 

aid transparency and ensure 

tracking of actions 

ÅPre-reading may be required for 

some meetings 

 

 



5. What our customers have to say 

Stephanie Judd 



What we know about our customers so 
far… 

Å In May 2018, we conducted 13 in-depth interviews with directly connected 

customers, network businesses, generators and AEMO  

Å These interviews were conducted as part of our broader customer satisfaction 

program 

Å We plan to conduct these interviews again in 2019    

Alcoa (2)  

Airliquide  

 

Jemena  

United Energy 

AEMO (2)  

AGL  

Yallourn Energy 

Alinta Energy 

Pacific Hydro  

RES Group  

Total Eren   

Mix of 

technical 

and 

commercial 

specialists 

17 



What did they have to say? 

ñWith the AusNet Services planning department the communication is 

very good ï planning for line outages both from their side and our side. Is 

come a long way in the last few years.ò 

Directly Connected Customers 
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Theme Comment 

Better 

engagement  

Å Overall high levels of responsiveness from AST and in recent 

times the nature and tone of the relationship has changed 

Å Prefer face-to-face interaction contact to better understand 

requirements and discuss alignment of expectations  

Industry 

alignment 

Å Preference for AEMO and AusNet Services to better align on the 

security of supply and operations 



What did they have to say? 

ñA collaboration on this front could have made a real difference for us, 

providing significant economies of scale.  We are one of the smallest 

network businesses and we donôt have the same pulling power as many 

of the others ï so a joint venture would be very beneficial for usò.   

Network Businesses 
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Theme Comment 

More 

collaboration  

Å Collaboration is key to navigating change ahead for Network 

Businesses  

Industry 

alignment  

Å Network businesses see an opportunity to exert influence in 

shaping government policy in collaboration with AST  

Better 

engagement  

Å Businesses would see great value in engaging together with 

other DBs and AST  in joint forums  

Å Would like more of an óopen door policyô in terms of 

communication. It is sometimes difficult to figure out whoôs who 

in the Zoo 

Simpler 

processes  

Å Clearer and more simple negotiation processes for transmission 

contracts would be appreciated 



What did they have to say? 

ñIt is really about AusNet Services knowing this is the information we need 

in order to not step on your toes.ò   

Australian Energy Market Operator 
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Theme Comment 

Simpler 

processes 

Å Going forward, opportunities for improvement particularly with 

new connections. Involving AEMO earlier in the process with 

new connections  

Å Need to improve the timeliness and efficiency of new 

connections: provide firm offers in shorter times and create a 

more seamless and efficient process 

More 

collaboration 

Å Building and sharing resources together on new connections. 

Significant rise in new connection activity, especially non-

contestable 

Å Letôs collaborate on customer: mutual dependency and servicing 

the same customers   

Better 

engagement  

Å Better understanding of how far to go in negotiations before it 

crosses into AEMOôs domain  



What did they have to say? 

Å Need for better planning and 

collaboration on high risk work, 

outages and scheduling  

Å Need for increased 

communication / clearer 

understanding points of contact 

for problem resolution (esp. on 

connection agreements) 

Å Clearer communication on entry 

to switchyard needed 

Å They would like better 

communication from AST 

around future plans for circuit 

breakers and protection 

changeovers 

Å Face difficulty in locating the 

ógo-toô people  

Traditional Generators 

Å Appreciate the regular contact with 

AST on connection agreements  

Å From a commercial view we are more 

advanced than some other TNSPs  

Å Room for improvement on the 

contract process: a greater level of 

streamlined accountability across the 

technical and commercial aspect of 

the project 

Å New generators understand that there 

are separate streams of work but they 

do not want to experience this through 

multiple contract touchpoints  

Å On non-contestable vs contestable 

connections, AST seems to have two 

vastly different business models, 

creating a sense of disconnect and a 

poor customer experience 

New Generators 

21 



6. Other customer engagement 
activities 

Rob Ball 



To complement the TRR Customer Advisory 
Panel, AusNet Services will also undertake 
the following activities 
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Draft Proposal 

for Consultation 

Å Publish a Draft Proposal 6 months prior to submission for 

broad stakeholder consultation 

Deep Dives 
Å Consider running ódeep divesô, targeted at customer advocates 

and large customers 

Bi-lateral 

Meetings 

Å Arrange one-on-one meetings with large customers and key 

advocates to understand priorities 

Customer 

Consultative 

Committee 

Å Consult with our Customer Consultative Committee on key 

strategic issues 

Leverage 

Research 

Å Research conducted as part of the Customer Satisfaction 

program 

Å Research completed for 2021-25 EDPR by DNSPs to 

understand Victorian end-use customers 

Å Targeted end user research, only if required 

Method Description 



7. Overview of regulatory framework 

Tom Hallam / Rob Ball 



Over 85% of AST’s revenues are regulated, 
underpinning cash flow stability 
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Reason why AST is regulated… 

Natural monopoly 

}A natural monopoly exists where: 

üñAn industry where multi-firm production is more costly than production by one firmò 

}AusNet Services is a natural monopoly with our gas and electricity networks 

üIt would be economically inefficient for several NSPs to service the same area 

}Other natural monopolies include: 

üRailway networks 

üPipelines for water supply 

 

Regulation of Natural Monopoly Services  

}The services that we provide are monopoly services ï no other business supplies gas 
and electricity infrastructure in our geographic area 

üThe minimum efficient scale of production precludes more than one service provider 
i.e., water, rail 

üNo market competition means there is little incentive to be efficient  

 

 



There are different layers of oversight 
within the regulatory framework 
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Who regulates us 

 

 

Different layers of oversight. 
Comprises: 

Å Energy Council (State and Federal 
Energy ministers) set Policy and 
make the Laws 

Å Energy Security Board provides 
whole of system oversight of 
security and reliability 

Å AEMC is the rule maker and 
reviewer 

Å AER is the economic regulator and 
administers the laws and rules  

Å ESV is the technical / safety 
regulator  

Å AEMO is responsible for market 
operation 



Revenues are set every five years using 
the Building Block approach 
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How we are regulated 

 

 

   Description 

 

}Allowed revenue is 
calculated with what 
is known as a 
revenue óbuilding 
blockô approach 

}Each block 
represents an 
allowance for a 
forecast of our 
efficient costs 

 

 

 

 

  

Assets Return 
x 

Dep’n + + + Tax + Opex 
Incentive 

Payments 

Network lodges five year plans for 

revenue, expenditure and service levels 

After Q&A process, AER issues 

initial views 

Network responds with revised plans and 

evidence 

AER issues binding price cap and 

service levels 

Proposal 

Draft 

Decision 

Revised 

Proposal 

Final 

Decision 

Building 

Block 

Regulation 



May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

                      

Activity 

2 AST 

Submissions 

1 Key AER 

dates 

3 CAP 

Meetings 

2019 2020 2021 

Jan 

The 2023-27 TRR process has kicked off 
with AST’s formal Regulatory  Proposal due 
Oct’21 

Position 

Paper 

F&A  

Paper 

Issues 

Paper 

Public 

Forum 

Draft 

Decision 

Final 

Decision 
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2022 

Publish draft 

regulatory proposal 

 

Submit exp. 

forecasting 

methodology 

Submit revised 

regulatory 

proposal 

Submit formal 

regulatory 

proposal 

Inform AER of 

need for F&A 

stage 



A wide range of information is required 
during the TRR process 
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ÅAST must provide evidence to show that customer views have 
been considered - networks must consult with customers as part of 
the preparation of the revenue proposal 

Customer 

preferences 

Benchmarking 

Asset 

management 

information 

Asset data 

Costs 

Projects 

Governance 

and mgmt. 

ÅIndicates whether networks are efficient using consistent set of 

data collected by the AER 

ÅStrategies, asset condition reports, economic evaluations, failure 

rates, demand, risk (safety/supply) levels 

ÅNetwork capacity, size/length and location of assets, fault levels, 

nameplate ratings of individual assets, number of connections 

ÅRegulatory accounts, historic expenditure, unit rates, labour/materials 

costs, splits for internal/external labour, estimating data 

ÅPlanning reports, scoping documents, options analysis, business 

cases, Board Papers, cost estimation, delivery progress 

ÅPolicies, processes, governance structures, asset management 

and investment governance 



State 

Asset 

Management 

Decisions 

Network 

Performance 

and 

Operation 

Network 

Connections 

Network 

Planning and 

Procurement 

Access and 

Pricing for 

Network 

Services 

Network 

Operating 

Advice 

Comments 

VIC Å In contrast to 

other NEM 

jurisdictions, 

Vic. DBs are 

responsible for 

planning 

transmission  

connection 

assets 

NSW 

TAS 

QLD 

SA 

There are different National Energy Market 
Transmission Function Arrangements in 
each NEM jurisdiction 
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In Victoria, the planning and ownership of the Declared Shared Network 

(DSN) is split between AEMO and the transmission network service provider 

Transmission Network Service Providers 

Australian Energy Market Operator 

Function Arrangement by State 



The process applying to new connections to 
the Victorian transmission network involves 
both AST and AEMO 
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Preliminary Enquiry 
Å Free Service 

Å High Level Scope and Estimate 

Detailed Enquiry 

Å Development of network studies 

Å Preparation to lodge connection application 

Å Time Cost Reimbursement and confidentiality Agreements 

Application Å Connection application process 

Firm Offer Development 

Å Pricing Model 

Å Business Case 

Å Draft Contracts 

Negotiations Å Contract negotiations between parties 

Execution and Billing Å Contract execution and billing 

Project Delivery 

Å Detailed Design 

Å Construction  

Å Commissioning 

Practical Completion 
Å Scope of works in execution now complete and ready for 

go-live 

Project Closeout Å Internal processes are closed-out 

On-going Due Diligence Å Management of Contract items throughout contract term 

End of Contract Å Renewals of contracts or decommissioning 

A
E

M
O

 
A

u
s

N
e

t 
S

e
rv
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e

s
 



8. Historical performance 

Tom Hallam / Rob Ball 



The Victorian transmission network has 
operated at a very high level of efficiency 
over the last 20 years 
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Source: Huegin Consulting, AER RIN data, AusNet Services 

Index 
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AusNet Services’ flat revenue per customer 
reflects a long period of controlled capital 
and operating expenditure 

34 

Industry Comparison  

($M, real 2019) 

Source: AER Transmission Performance Report; AusNet 

Services analysis 

Index 

Revenue per End-Use Customer 
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Easement Land Tax accounts for roughly a 
quarter of AusNet Services revenue 
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Source: AER Transmission Performance Report; AusNet 

Services analysis 

AST Building Block Composition 

($M FY2017 - 22) 

Revenue 

Return on Capital, 35% 

Return of Capital (Regulatory 

depreciation), 18% 

Net Tax Allowance, 2% 

Operating Expenditure 

(excl. ELT) 18% 

Easement Land Tax 

(ELT), 26% 

Revenue adj., -0.2% 



Limited RAB growth per customer reflects 
sound asset management practices and a 
strong focus on capital efficiency 
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Regulated Asset Base per End-Use Customer 

0
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Source: AER Transmission Performance Report; AusNet 

Services analysis 
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Major station rebuilds (incl. CBD) and asset 
replacement programs account for 87% of 
capital expenditure allowance for FY2017-22 
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Source: AER Transmission Performance Report 

* Overspend reflects RTS redesign to accommodate local planning 

concerns and future capacity requirements 

AST Trend 

($M, real 2019) 

AST Composition  

(FY2017-22) 

4% 
7% 

21% 

27% 

39% 

Safety, Security and 
Compliance 

Non-network 
Other 

Total IT 

2% 

CBD station 
rebuilds 

Asset  
Replacement 

Programs 

Major Station 
Rebuilds 

117 

130 

155 

196* 

161 157 

141 138 
149 

12 09 10 11 13* 14 15 16 17 

164 

18 19 

134 

Capital Expenditure 

Forecast 

Actual 



A continued focus on operating efficiency has 
led to consistent outperformance of regulatory 
allowances… 
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Source: AER Transmission Performance Report 

91 94 91 83 76 

111 
117 115 139 

136 

2015 2016 2018 

211 

2017 

212 

2019 

206 202 

222 

Easement land tax 

Allowance 

Actual (excl. ELT) 

AST incl. Easement Tax 

($M, real 2019) 

Operating Expenditure 

AST Trend (Controllable Opex) 

($M, real 2019) 

85 83 

75 

97 

89 
84 86 

91 91 
94 

82 
77 

12 11 06 10 07 08 09 14 13 15 16 17 18 19 

98 

91 

Forecast 

Actual 



…and resulted in the lowest opex per customer 
within the transmission sector 
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Source: AER Transmission Performance Report 

Operating Expenditure per Customer 

0

50

100

150

200

250

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Powerlink Transgrid AusNet Services ElectraNet TasNetworks

Industry Comparison  

($M, real 2019) 



Benchmarking is used as an assessment 
technique by the AER 
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ἙἽἴἼἱ ἢἷἼἩἴ ἐἩἫἼἷἺ ἜἺἷἬἽἫἼἱἾἱἼὁ 
ἢἷἼἩἴ ἛἽἼἸἽἼ

ἢἷἼἩἴ ἓἶἸἽἼ
 

 
 

 

 

 

 

 

 

The more outputs you can deliver for a given set of 

inputs, the more productive you are 

 

 

}Inputs 

üPhysical capacity 

üOpex 

üHistorical capex 

}Outputs 

üConnections 

üEnergy transported 

üCapacity of the equipment 

üReliability 



AER benchmarking shows AST to be amongst 
the most efficient TNSPs, reflecting our 
continued focus on cost reduction 

41 

Benchmarking (2006 – 2017) 

ENT 

AST 

TNT 

TRG 

PLK 

Multilateral 

Total Factor 

Productivity 

Opex Partial 

Factor 

Productivity 

Capex Partial 

Factor 

Productivity 

AST 

TRG 

ENT 

TNT 

PLK 

AST 

ENT 

TNT 

TRG 

PLK 

Measure Trend 

Source: AER Benchmarking Report 



Transmission networks are built to a very high 
reliability standard, reflecting their importance 
within the energy system 
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Source: AER Benchmarking Report 

*2018 value includes AST, only 

Reliability 

Unserved Energy 

(MWh, 2006 – 2018*) 

  ElectraNet 

TransGrid 

AusNet Services 

Powerlink 

TasNetworks 

16 

11 10 07 06 08 

1,251 

09 

408 

12 13 

865 

14 15 16 17 18 

1,326 

2,308 

1,735 

8,767 

1,163 1,228 1,347 

2,277 

3,766 

Å Transmission networks 

are built to very high 

reliability standard, 

reflecting the critical role 

they play within the 

energy system 

 

Å However unpredictable 

and volatile outages do 

occur from time to time 

üExample, 2009 outage 

Commentary 



Afternoon Tea Break 

15 minutes 



9. AusNet Services’ engagement with 
transmission customers 

Adrian Hill / Panel 



AusNet Services on-going engagement 
with transmission customers 
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Who to engage 

How to engage 

What to engage on 
ÅWhat topics are of most interest to these 

customers? 

Å How frequently should these customers be 

engaged with? 

ÅWhich communication channels are most 

convenient? 

ÅWhich transmission customers should 

AST engage with? 

Panel member views are sought on how we might better engage with 

our customers on an ongoing basis 



10. Introduction to the Managing 
Director 

Nino Ficca 



Introduction to the Managing Director 
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Nino Ficca 

Managing Director 



11. Next steps 

Adrian Hill 



Next Customer Advisory Panel meeting most 
likely to be scheduled for August 
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2019 2020 

1 2 

M J J A S O N D J F M A M J J A S O N 

3 4 5 

AST Regulatory 

Proposal due 

Customer 

Advisory Panel 

ÅSite visit 

ÅPreliminary expenditure forecasts 

ÅImpact of draft VCR 

ÅCustomer research findings 

ÅAEMO to discuss ISP and VAPR 

ÅAST presentation on system security 

ÅNeed for targeted customer research 

ÅNew govt. agenda 

ÅUpdate on expenditure forecasts 

ÅImpact of final VCR 

ÅUpdate on key regulatory reforms 

ÅReview of draft proposal 

ÅOverview of the transmission network 

ÅPurpose of the Customer Advisory Panel 

ÅTransmission customer base 

ÅRegulatory framework and outcomes 

6 7 

ÅReview of feedback 

ÅReview of formal 

proposal 

AST publishes draft 

proposal  

AST submits Exp. 

forecasting methodology 

Indicative CAP agendas and timing 



Please take a moment to fill out this short 
Feedback Form 
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