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Date: 
Thursday 29 October 2020  

Start time: 
1pm 

Finish time: 
4pm 

Venue: 
Webinar 
 

Meeting 
no: 
9 

Chair: Matthew Myers (Powerlink)  Minutes: Rachael Maundrell & Kiara Bowles (Powerlink) 
Attendees 
RPRG representatives: 
Georgina Davis (Queensland Farmers’ Federation) 
Henry Gorniak (CS Energy) 
Mark Grenning (Energy Users Association of Australia) 
Claire Hamilton (Shell) 
Robyn Robinson (Council on the Ageing)  
 
Other stakeholder representatives: 
Customer Panel 
Chris Hazzard (St Vincent de Paul) 
Dean Gannaway (Aurizon) 
 
Australian Energy Regulator (AER) Consumer 
Challenge Panel  
Mark Henley 
Bev Hughson  
David Prins  
 
AER 
Warwick Anderson 
Slavko Jovanoski 
Claire Preston 
Israel de Mundo  
Toby Holder  
Anh Cao 
Kami Kaur 
Adam Young  

 
Apologies: 
N/A 
 
 
 
 

 
Powerlink members: 
Jenny Harris 
Matthew Myers   
Gerard Reilly 
 
Other Powerlink attendees: 
Alastair Andrews 
Greg Hesse  
Dana Boxall 
Andrew Bannister 
Ben Wu 
Jacinta Grech-Holmes 
Toni Umakoshi 
Simon Taylor 
Roger Smith 
Rachael Lim 
Charlotte Guthleben 
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1. Draft Revenue Proposal feedback and discussion  
- Robyn Robinson, Customer Panel member 
 
Summary:  

• Update on Customer Panel meeting exclusive of Powerlink representation to discuss draft Revenue Proposal. 
• Open meeting to panel members for questions and discussion. 

 
Comments (C), questions (Q) and Powerlink response (R) 

C: [Robyn Robinson on behalf of Customer Panel members] At the last Customer Panel meeting and probably the one before, we had some 
discussion about the desirability of a meeting exclusive of Powerlink representatives so that we could have some deep and meaningful 
conversation about the elements of the draft plan that we were happy or unhappy with and share our views. 
 
Thanks to creative work by some Powerlink people and a few technical headaches earlier this week, we managed to set-up that online meeting that 
involved Customer Panel representatives, meeting over a digital platform without Powerlink being involved. Thank you to all of the people involved 
in setting that up. We finished up with eight people attending. We chatted for about an hour and talked about our responses to the draft Revenue 
Proposal. I think everybody who was involved found it really useful to share that information and there have been some appreciative comments 
made since the meeting. 
 
We agreed to a couple of actions. Customer Panel members involved in yesterday’s meeting will provide some written comments to Powerlink on 
shared views from the meeting and I must apologise, because the meeting was yesterday, that document isn’t available yet. A draft has been 
prepared and I think it’s really important we get agreement from Customer Panel members before that is put forward as a view being expressed 
jointly by all members. We have asked for a short extension of time until earlier next week to provide that document to Powerlink. 
 
The conversation focused on a number of key areas which were productivity, capex, contingent projects, system strength and the impact of the 
current inflation review. What I also need to highlight is the difficulty of a group like the Customer Panel providing a formal joint submission. That’s 
really because of the need for representatives of different organisations to obtain approval to formal documentation and submissions. So that would 
be difficult for us, not entirely out of the question longer term, but not available at this point and quite a challenge. 
 
What we have agreed to provide is a summary of comments and perspectives from that meeting, so that’s what will be delivered in the next few 
days. The group also agreed they would like to have another meeting post submission of the regulatory proposal, to also share views at that point 
and help each member develop their own responses to the proposal.  
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Q: Are the submissions that are made placed on the public domain i.e. Powerlink’s website? 
 
A: Powerlink’s preference is to receive public submissions and there are a few different ways to do this. A submission could be fully public, you 
could give us a submission that is substantively public but then send us some other information that might be confidential, or you could ask for the 
full submission to be confidential. I think there are some issues around confidentiality and how we can have open regard to that kind of information 
being received. Not that we would disregard it, but lodging a public submission obviously makes it clear to not just ourselves, but also to the 
regulator what your views are. Did a representative from the Australian Energy Regulator (AER) want to add to that? 
 
R: Yes, the AER prefers to have submissions publicly available as much as possible because it really helps with transparency to other 
stakeholders. [AER response] 
 
Actions:  
 Customer Panel members to provide a summary of views, comments and perspectives to Powerlink on the draft Revenue 

Proposal.  
 
 
2. Capital Expenditure  
- Greg Hesse, Stream Lead Capital Expenditure  
 
Summary: 

- Open discussion to seek RPRG insights on capex components of draft Revenue Proposal. 
- The capex forecast outlined in the draft Revenue Proposal represents the thinking as part of Powerlink’s Transmission Annual Planning 

Report (TAPR) development and asset management planning process. 
 
Comments (C), questions (Q) and Powerlink response (R) 

C: I think there is general support for the Hybrid+ approach, although obviously it’s going to be up to the AER to assess individual projects and 
replacement capex (repex). I think an overall comment that some people made during yesterday’s additional Customer Panel meeting was that we 
see the emphasis on affordability that drove the opex decision, but we’re yet to see evidence of affordability driving the capex proposal, given the 
12% increase proposed over the forecast period. I suppose that affordability of capex can sometimes be a bigger issue than affordability driving 
opex, given that I think a fair degree of the capital, $800 million out of $1 billion, non-load driven we presume, has a pretty long asset life. So when 
you put that into the regulatory asset base (RAB), the issue of affordability goes for 40 years.  
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They were some of the comments made yesterday and particularly the issue around affordability might be okay at the current weighted average 
cost of capital (WACC) rates, but if sometime over that 40 year cycle you’re going to have a few interest rate cycles and a few high weighted 
average cost of capital.  
 
R: We are very conscious of affordability and the 12% increase in capex. We are continuing to challenge ourselves as we look towards the final 
Revenue Proposal submission. 
 
Q: It would help seeing a little bit more detail on the challenges you’re facing, to give us an insight of what your mindset is, methodology and if 
possible any specific examples. I know you probably have raised them over a period of time, but it would be nice to get an insight to that. 
 
R: Yes, I suppose one generic example is around some of the digital technology that might be driven by obsolescence e.g. what are we doing in 
the business and how are we making best use of spare holdings in critical locations and how would a replacement or reinvestment strategy play out 
over a period of time. So we’re not just saying that everything’s unsupported, we need to get rid of it and reinvest in everything at the same time. 
It’s about how can we make best and most efficient use of the capability that we do have that may come from initially an asset focus as opposed to 
a customer needs focus. 
 
Q: That’s probably an important one because that does cover a long period of time as developments occur. I’m wondering on the capex point of 
view, are there any ones there that you continue to challenge or they’re proving to you to be worth reviewing again?  
 
R: I would be a little reluctant at this stage to confirm our position here. There’s probably a couple of things that are on the go at the moment, but 
maybe we can talk about these after the event perhaps? 
 
Q: With the TAPR being published tomorrow, will we be able to get some insight by reviewing that document? 
 
R: I think the thing with the TAPR is it is a planning document, so one of its roles is to signal in advance those longer-term future investment needs 
and opportunities for non-network alternatives. In one of our very early RPRG or Customer Panel discussions, we did say the TAPR probably 
represents almost an earliest likely need rather than a confirmed need timing. Clearly the short end is a much more firm outlook, but once you go 
too much further out beyond the 10-year outlook it’s less concrete but it gives those network alternatives a chance to prepare and be in a position 
to respond. 
 
C: Thanks for the insight. I was trying to get a feel for it, because I understand a large proportion of the $800 million capex is non-load driven, so it’s 
effectively replacement, by definition. 
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R: Yes, reinvestment or as we said, $1 million in the system services and there’s some security compliance type matters, but the bulk is in the 
reinvestment category. 
 
Q: The 12% increase in capex is a concern for me, and that bakes in price rises over the longer term. I have noticed the discussion about corrosion 
on towers and I’m sorry, I missed the webinar, but is there some high-level information about what options are available for dealing with those 
problems? 
 
C: I think we did discuss it and it might have been a response to a question on the webinar, but in many instances our first thought from a 
reinvestment perspective is – is this asset still needed and we’ve had examples in the past where the cheapest option to maintain a network 
topology may have been $50 million or similar, the cheaper alternative was to remove that line from service and put an additional transformer in at 
an existing substation and that met the network need at a lower cost. Our first option thinking is confirming whether we still need an asset and 
exploring whether the network has evolved such that it can be retired without replacement or are there reconfiguration options.  
 
If the network topology is still necessary, we certainly look to life extension options and that goes to the level of deterioration is not uniform across 
the line. So a life extension option would look at targeting those areas that deteriorate the most first, bring them back to a better condition and then 
let the rest of the line continue along its deterioration life so that ultimately we have, across the whole line, a uniform level of deterioration at its 
actual end of life. That’s the ideal, prior to any line replacement. So it is a bit of a ‘buy-time’ strategy.  
 
A lot of our line assets come in 100 to 150-kilometre increments over large swathes of countryside, so it’s not like 20 kilometres in a metropolitan 
area that all deteriorates at a fairly uniform rate. With a lot of these structures, there can be quite severe pockets of deterioration and other parts of 
the same line are still in reasonable condition. Our life extension work aims to be very targeted. 
 
Q: I notice Powerlink has got a hybrid approach to estimating replacement expenditure. Are these towers in the individually estimated category? 
 
C: The bulk of them are. There are some elements that are still left from a top-down perspective, but certainly the large potential reinvestment 
needs, as identified through the asset management planning and TAPR processes, are part of that bottom-up process and then clearly those 
assets that are targeted through that, are made sure they’re removed from any asset pool that would remain from the top-down process so there’s 
no double counting. We’ll be making that link very explicit in the materials submitted with the Revenue Proposal. 
 
Q: So you’ve proposed some trigger points for the contingent reinvestment projects around conditions. Are they the same trigger points that you’re 
using for your non-demand driven capex? 
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R: Yes, that is our initial threshold. 
 
Q: Are those trigger points accepted by the AER in the current period? Are they any different from what you’re using now and have they been 
accepted by the AER? 
 
R: They’re consistent with our current asset management practices that underpin our performance in the current regulatory period. I’m not sure 
those specific factors have been subject to AER consideration before, but they have been our asset management practice for a period of time. 
 
R: Can you provide more insights on how much more you currently anticipate to include within the bottom-up assessment as opposed to last time 
around on those categories? 
 
R: I think the total reinvestment around transmission lines is about 80% through bottom-up build.  
 
Q: So is that 80% of the $798 million of non-load driven replacement capex? 
 
R: No, 80% of the transmission lines element of it. 
 
C: Yes, I think transmission lines was around $300 million of that amount, so about 80% of the $300 million is bottom-up transmission lines. 
 
Q: Does that also show overall the percentage of bottom-up versus top-down for the whole $989 million? 
 
R: I think that’s about the 60% mark.  
Q: Something that came up through our review of the draft Revenue Proposal was that we had a bit of a discussion around the contingent 
reinvestments and obviously that’s quite a sizeable amount of investment that could take place. I wanted to understand a little bit more around what 
process those projects would go through in terms of assessment if they were to go ahead and would there be this same kind of level of consultation 
with customers around the impact? 
 
R: With contingent projects, when we lodge them in the Revenue Proposal, their purpose largely as part of that proposal is to get stakeholders, the 
AER and Powerlink across what the needs are and what the likely triggers are in the event they occur. So as part of a determination, ultimately 
we’re looking for the AER to approve the project need, mindful that the costs and precise timing is fairly indicative. If those triggers occur within the 
next five-year period, we don’t get the revenue for those projects in our revenue determination upfront. However, if those triggers occur within the 
regulatory period, the onus is on us to demonstrate first of all to the AER that the triggers have in fact occurred. The AER has a look at that and 
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then that activates a mini-revenue reset process within period where we then have to come up with – at the time we actually are looking at an 
investment – the associated planning analysis, do a Revenue Investment Test for Transmission (RIT-T) and come up with revised cost. The 
detailed cost estimates and other information is lodged to the AER to assess. 
 
The AER does a mini-review, it can get in an independent consultant to review that information and only at that time, it can include some 
consultation. Only at that time does the AER make an assessment as to whether or not everything is efficient, prudent and required and therefore, 
makes a determination to include additional revenue. It's called a revocation and substitution process. 
 
R: To build on that, it's right to say there's numerous stages of customer and stakeholder engagement within that process. The AER undertakes 
their process which involves some engagement and as well as that, we will be doing our RIT-T which would involve engagement as well. 
 
Q: I know most of the capex drivers that were placed into end of life assets are being covered, but there is an element of new transmission 
infrastructure into NSW. I know from earlier conversations that it looks like most of NSW may be picking up the higher end of the bill for that new 
network. I've still got a nagging concern about some of the conversations we’ve had around Australian Energy Market Operator (AEMO) and their 
process in terms of developing the Integrated Systems Plan (ISP) and the fact that they haven't actually sought clarification or data from Powerlink. 
 
I suppose there's still going to be a cost of this new infrastructure to Queensland's consumers. Is the AEMO prediction for the demand increase 
forecast actually correct? I know we're going to get ‘peakier’ peak demand, but it looks like network demand will be going down. I'm very cognisant 
it was only around three weeks ago, that our Federal Energy Minister, Mr Angus Taylor, was not particularly flattering about his comments about 
the AEMO process or the accuracy of the ISP. So I realise that ISP predictions are under Powerlink’s consideration, but I would be interested if 
Powerlink has had any more thoughts about the accuracy of those predictions and how we can mitigate against potentially being widely out? 
 
R: Breaking that down into a couple of phases, there is what's happening at the moment known as the Queensland-NSW Interconnector (QNI) 
minor upgrade. It involves some uprating works on transmission lines in NSW and additional reactive power control equipment also in NSW. So 
there are no additional physical assets in Queensland, it's still the same transmission lines going across the border. That's to be commissioned by 
the end of next year I believe, so slightly in advance of the Liddell shutdown.  
 
There is then what's been put forward in the final ISP this year. It was a medium-sized upgrade to QNI which involves additional new 500kV circuits 
running roughly in parallel to the existing 330kV. The timing of that in the market analysis varied a bit, mostly in the 2030s under the central 
scenario. It's probably not driven specifically around demand growth. It's more about changes in generation patterns as the existing coal fleet retires 
and forecasts of what replaces that existing thermal generation. 
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The ISP weighs up if it is better to replace thermal capacity in NSW with new thermal capacity in NSW, or new renewable capacity in NSW, or is it 
actually overall cheaper given the better solar resources in Southern Queensland to put new generation in Queensland, and transport it into NSW 
via upgraded transmission lines. That's fundamentally the conclusion that was reached in the ISP. The project itself is not actionable under the ISP 
that was published this year, so it hasn't triggered us to do a RIT-T. AEMO, as part of the ISP process, has tasked Powerlink and TransGrid to do 
some preliminary works around what options might exist for transmission routes, trying to get a better view as to likely distances involved and that 
helps get a better view around likely costs because if you've got to do a 100 kilometre deviation out to the west to avoid population and high-quality 
agricultural land, it will clearly push up the costs of the option, but if there was a way through on a shorter distance, then that reduces costs and will 
feed into the next round of modelling for the 2022 ISP. 
 
So then what we put in our draft Revenue Proposal is not anything associated with construction of that, but recognising that if that did come to pass 
and we had to build infrastructure on the ground, many hundreds of kilometres of 500kV transmission line may be required by the early 2030s. We 
would need to start building that very early in our next regulatory period, which would mean that we would need to have easements and substation 
sites in place by the end of our next regulatory period. That's the capital expenditure that's been included in the draft Revenue Proposal that relates 
to the easement acquisition process for a potential QNI medium. 
 
R: In relation to whether AEMO’s demand forecast is correct, I'm not sure we could legitimately give a firm view on this. What I can say is we will be 
discussing some of these items at our next Customer Panel session.  Our planners do provide input into the AEMO process as part of ‘business as 
usual’, not just in the development of the ISP. This is regular interaction on various things and where we do have some concerns about where 
AEMO might be going versus what our in-house expertise is saying, we definitely raise those things as part of BAU. 
 
Q: I heard correctly around the QNI, Greg mentioned that it hadn't yet been through the RIT-T process and that the alignment has not yet been 
determined, but I believe that easements for the QNI is included in the capex profile. Does that mean it's probably a project that's better put into a 
contingent project once the RIT-T has been satisfied or is it best remaining within the capex profile? 
 
R: The big thing is timing and what we are endeavouring to do is allow ourselves enough time to properly engage with all landholders and 
stakeholders that could be affected by the easement acquisition process. The last thing we want to do is think that we know best and draw a line on 
a map and say we are coming through here. We want to make sure we've got sufficient time to do that job properly to get the best overall outcome 
and that's why we want to start early. If you were to wait until you'd done the RIT-T, it would then be the better part of a decade between RIT-T and 
assets on the ground.  
 
Q: I had a question around the aggregation of the $800 million reinvestment into specific asset categories. What I think I heard was that $800 
million is largely comprised of $300 million in poles and $500 million in secondary systems investment. The question I've got is given that some of 
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the expenditure appears ‘lumpy’ from some of those earlier periods, what does the actual replacement capex profile look like in subsequent 
regulatory periods and does this provide the opportunity to try and smooth the replacement capex profile over multiple regulatory periods? 
 
R: The question around $300 million in lines doesn’t equate to $500 million in secondary systems. There's substation switchgear and equipment, 
power transformers, telecommunications, and a number of other asset categories that go into the total dollars. I don't think we publish that level of 
detail with the draft Revenue Proposal. We probably don't normally have a breakdown of asset class by specific categories, so asset class 
breakdown by reinvestment, though I'm sure we could possibly do that. The post-tax revenue model (PTRM) has the asset class breakdown by the 
total capex. The reinvestment process is largely ongoing and what we tried to signal through the charts that were in the draft Revenue Proposal 
around our age profiles of towers and secondary systems used, there would be an ongoing need for reinvestment in those sorts of assets going 
forward. 
 
Q: What happens to the easement acquisition asset if QNI doesn't pass the RIT-T? Is it simply asset disposal? 
 
R: No, it wouldn’t be an asset disposal.  
 
Q: So the consumers of Queensland become cattle station owners or something? 
 
R: Part of this has to do with strategic easement acquisition. There's lots of reasons why you might seek to acquire easements earlier, but we are 
mindful to try and figure out a reasonable path. If we do acquire them and the RIT-T doesn’t go ahead, as far as I'm aware and I'm happy to take 
this away and confirm, but as far as I'm aware, they do stay in our RAB. Now, if sometime in the future we determine there is no strategic need (i.e. 
at some future point within a reasonable timeframe), we might end up needing that easement to do work or build a new line or do something else 
that is required for the network, but if not we would dispose of that easement and it would come out of our asset base. 
 
Q: If you release the easement, does that mean you sell it and that's income that consumers receive? 
 
R: It would typically be relinquished back to the landholder. I’d like to distinguish between taking an easement versus buying a property. In taking 
an easement, we pay some level of compensation for the fact that the landholder can no longer fully enjoy the benefits of their property. So if we 
take an easement, we pay compensation, but we don’t own the property. 
 
Q: Related to contingent projects on Table 5.7, given the uncertainty around the costs, I just think it'd be useful to have some indication of 
confidence intervals around that? You were saying that $580 million is the Queensland component only, but there's still uncertainty around the 
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route, but I think that there's no range there, so it perhaps give it a false sense of accuracy? Are these plus or minus 30% or are they plus or minus 
50%? 
 
R: If you think that would help, Powerlink can look at doing that. 
 
R: They're definitely not investment-level estimates.  
 
C: Yes I am aware of that. Related to that, on the Galilee Basin coal mining load, presumably, that's about 40 and 50-year assets and I suppose 
the obvious question given government policy, not just in Australia, but what we've recently seen in Japan and China about net-zero emission 
targets by 2050 or 2060, relates to are consumers effectively having a stranded asset risk by expanding to meet a coal mining load when they may 
not be exporting coal across the entire asset life of that contingent project? 
 
R: If you want to look it at that way, yes, but I think it would also then equally apply to a large number of network reinvestments and the existing 
coal mining areas through the Central Highlands.  
 
Q: The Galilee Basin coal mining load, is that to connect coal mines or is that just a potential contingent project as a result of coal mine connections 
that might happen, that have a downstream - I use that word probably incorrectly - but having an impact on the regulated network? 
 
R: We would probably use the term upstream networks. If the connection was at our Lilyvale Substation in the Central West area, the actual 
connection, of course, would be the responsibility of the connection load. But then if their augmentation was required to the upstream network, in 
order to reliably supply the total load in that area, existing customers as well as any new loads, that's what that contingent project represents. 
 
Q: I think that's a looming larger issue that is particularly the case for gas network investment at the moment.  I'm encouraging you to consider it as 
a potential issue for your network. On the issue of deliverability given the size of the capital program, have you got any post-investment reviews 
that you could put in your proposal to show what your experience is on deliverability on budget and timetable to give us confidence around your 
proposed capex program? 
 
R: I'll take that on board for consideration.  
 
Q: One final question is around the concept of contingent reinvestment projects and as you say, there was broad support from the RPRG for the 
concept, but I think it would really be beneficial to get a lot more information in your proposal around that. Unless I missed it, I couldn't find how 
many dollars were likely to be contingent reinvestments. We saw what the likely dollars are in the contingent projects, but not the contingent 
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reinvestment projects. Also, what level of scrutiny are those projects going to be subject to through consumer engagement and  the AER because, 
I'm assuming those above $6 million would go through a RIT-T process, but those below $6 million would not? 
 
R: Table 5.7 actually has reinvestment projects listed. There's four there, and they are all in the order of well over $45 million, so there's definitely 
going to be a RIT-T for each of those. 
 
Q: Which ones are the contingent projects and which ones are the contingent reinvestment projects? 
 
R: They've got reinvestment at the end of the project name. 
 
Q: I was assuming contingent projects were augmentation related whereas contingent reinvestment were repex related? 
 
R: They're all contingent projects in that regard. So the contingent project framework doesn’t distinguish between them. 
 
R: With any contingent project, because there is a threshold and the rules that a contingent project’s capital cost has to be greater than 5% of the 
first year maximum allowable revenue (MAR), so for us, that's around $35 million just to get past that threshold. So yes, they will all be RIT-T 
projects. 
 
Q: Would you be happy if I were to talk about the engagement that we've been having with Powerlink over the past couple of weeks and give a 
high-level summary of the sorts of feedback we've been providing to Powerlink? [AER question to Powerlink] 
 
R: Yes, more than happy to. 
 
C: First up from an AER perspective, we won't be providing a formal submission on the draft proposal. We haven't undertaken the analysis that 
would enable us to do that and we also recognise that it's a decision that the Board would make down the track. So what we have been doing 
though is holding a series of meetings with Powerlink and from a staff perspective, providing feedback on the proposal as we see it.  
The overall message is that we are welcoming or positive about the approach that Powerlink is taking and at this stage, what we are seeing from 
the process is very positive. In terms of the proposal in total, I think what we would be saying at the staff level is that it's probably not too far off the 
mark in terms of what we've seen, but there are a few issues that we have raised with Powerlink and so I'll just run through those now. 
The best of those is in relation to opex where what we're seeing in our data and top-down indicators is that the proposal that Powerlink has put 
together is heading in the right direction. We do have some questions around the efficiency of Powerlink's base opex, but we also note the 
productivity factor that Powerlink is proposing to include in the proposal. So what we would say is that productivity factor is probably moving out of 



 

  

Revenue Proposal Reference Group Meeting Minutes 
 

 

 
© Powerlink Queensland   
  Page 12 of 29 
 

the red zone into an amber zone if you like. So the question then becomes, what's the margin around the opex and what would it take to move from 
the amber zone into the green zone? We've left that with Powerlink to consider. 
 
The next aspect I'd cover is capex. So there's two aspects to that. The first is around the increase in capex and so we've raised some questions 
with Powerlink around having a capex that is higher than past expenditure and what we've said is  it's not the case that an increase in historic 
spending is impossible, but it would need to be well justified and have clear support for that net capex. The other aspect of capex we have raised is 
around the concept of contingent reinvestments. At this stage, what we're seeing at the AER level is that we do have some concerns around the 
concept itself. So those concerns relate to the extent to which capex would be moved out of the traditional portfolio that Powerlink would manage 
into individual projects. 
 
Our concern is that approach is moving capex out of the incentive framework into more of a project-by-project approach.  What we've said to 
Powerlink at this stage is we're not seeing how that sort of proposal is in the interest of consumers. Then look, the final element we've been 
engaging with Powerlink is around the Service Target Performance Incentive Scheme (STPIS). We're having some discussion with Powerlink 
around how that scheme operates and what the targets might be under that scheme. We've had an initial discussion on that and we need to come 
back and have another discussion once we've done some more work on whether there is the capacity in either of those schemes to make 
adjustments. That's my high-level summary at this point. [AER response]  
 
R: From Powerlink’s perspective, we've been talking quite a bit with the AER and I want to say at the outset, we appreciate having access to you 
and the various teams across the AER to be able to look at the draft Revenue Proposal, to provide us with feedback on models and some of the 
draft documentation as well. That's really valuable for us because without that, we'd not be able to try and achieve ‘capable of acceptance’ which is 
still our goal.  
 
Actions:  
  Powerlink to consider inclusion of poet-investment reviews in the Revenue Proposal as evidence of successful delivery of large 

capex programs. 
 
3. Operating Expenditure 
- Matthew Myers, Manager Revenue Reset 
 
Summary: 

- Open discussion on opex components of draft Revenue Proposal. 
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Comments (C), questions (Q) and Powerlink response (R) 

Q: The main comment we had was around the productivity target which is clearly well above the industry standard. There's some points laid out in 
the draft Revenue Proposal about how you intend to meet that target, but the feeling that our review team had was how reasonable is that target? 
Do you think it's something you could likely achieve? We'd like to see a little bit more evidence around how you think you can meet that target. 
 
R: We accept ourselves that is a very challenging target. The business has made a top-down decision to pursue that target as well, so that those of 
you that were on the webinar or were able to listen into that, if you haven't had a chance to have a look at it, please do because one of our 
Executive General Managers talks to the decision-making process that went behind the overall no real growth in opex target, which included the 
0.8% productivity target. 
 
We have heard from a few customers wanting to see if there is a bit more detail that can be provided, so we are looking at this. What I would say is 
that it has not been a bottom-up process, so please do not think that it's going to be the case that the productivity figure is X million dollars and the 
four initiatives that we talk about are the same amount. This has very much been top-down. We know that there are things beyond those four 
categories that the business is going to need to do to continue to live within the opex allowance that we are setting. We think it's important that we 
take up that challenge in the current environment. Included in that beyond the actual productivity figure, are also those potential costs that we might 
need to absorb that we've flagged. So items like potential increases in insurance premiums or cybersecurity regulations, so there is a number of 
known unknowns out there for the next five year period that would also mean we will be challenged as a business to meet that target.  
 
Powerlink spoke to the AER just this morning about this in particular and that the business is feeling discomfort around the target. We think that's 
probably a good thing for the business to challenge itself at this point. We’ve described this as ‘constructive discomfort’, which is a term that our 
Executive Team seem to be using quite a bit as well which is good. We know we need to take steps to be able to meet that and live within it. We 
are certainly taking on a bit of risk ourselves in putting that out there. 
 
Q: What happens if Powerlink doesn’t achieve the target and the revenue is set based on that target? 
 
R: There are a few elements to that. So if something came in and that was substantial - so 1% of MAR meets the relevant thresholds under the 
rules and we felt we couldn’t actually absorb those costs - there's the cost path through arrangements within the rules. So that's one potential 
pathway and that would not work for everything and it wouldn't be our first step. As a last resort, we would overspend our allowance. Now, what 
that would mean is there’s less in terms of the efficiency benefit sharing scheme (EBSS) - it would be a negative result in the EBSS. It would mean 
less dividends for our shareholders, which as you can probably appreciate they wouldn't be particularly keen on. But I think that overall, the first 
step we really take is what can we do within our total opex to make it work and try to absorb those costs and impacts that come to us. If we were in 
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the situation whereby something came up that if we didn't spend the money, and it would impact on the safety or reliability of the network, we would 
not hesitate to spend the money to ensure safety, reliability and security of supply. So that is a definite non-negotiable from our Executive Team. 
 
R: Additionally, as is normal for a prudent and efficient business, if something that we hadn't planned for came in, our first position would be to look 
at our priorities to see whether or not we needed to reprioritise our work in order to continue to move forward. The first position is not to go and 
seek a pass through. The first position is reprioritise, make sure that what needs to be done, gets done. If something significant i.e. material in 
dollar terms comes in, if the requirement actually meets the pass-through arrangements under the rules, we would consider a pass through. That 
doesn't mean we will actually go for it. There's a lot of things you need to balance in the normal course of business. 
 
Q: I wanted to respond to the question that yes, your shareholder's dividends go down, but if I remember, EBSS consumers basically pay 30% of 
any cost over-run of your inability to achieve the productivity benefits - isn’t that the case? 
 
R: There is a 70:30 sharing arrangement under the EBSS, but that’s associated with allowances. 

 
Q: So if you fail to achieve 0.8% productivity and you're above the $1,038.9 million, consumers pay 30% of that in the next period? 
 
R: In terms of an overspend of allowance, yes. We have the AER on the line who can add to that.  
 
C: Firstly, the 30:70 is somewhat theoretical and I don’t find it overly useful in the context of the EBSS. How I prefer to think about it is, you get to 
retain efficiency gains or losses for a period of six years in total. So the year of the saving plus an additional five years. The 30:70 comes from the 
time value of that if you assume a 6% real discount rate. That may not be the best rate to use these days, but we'll leave that debate for another 
time. The important thing to remember is that the opex framework is an incremental one. It works on the assumption that opex is recurrent from 
year to year, so relatively stable. When we're talking about retaining an efficiency gain or loss for six years might be more to this question.  We're 
saying that if Powerlink's annual opex increases by a dollar compared to its allowance, it has to wait six years before that would be seen in its 
revenues. If you want to talk sharing ratios, we're talking about share of the increase in opex in perpetuity, not just the share of the overspend or 
underspend within the period. [AER response] 
 
Q: Well that's on the assumption that the increases gets incorporated in the base year of the next period, doesn’t it? [AER question] 
 
C: Yes, so that is a fair question. If Powerlink were to double its opex and I'm just using ridiculous hypotheticals, the question would then come up 
is base opex efficient and if it’s doubled, it would be reasonable to advise. That would come into the equation as well and would impact the sharing 
of any efficiency gain or loss. Happy to unpack that if people are wanting to discuss further, but hopefully, that's helped. [AER response] 
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Q: I'm really encouraged by your stretch target on opex productivity. I think one of the big issues for us is related to whether or not it’s going to be 
achievable. You say the industry average productivity is 0.14%, but it would be interesting to know what the Powerlink average productivity over 
2006 to 2019 has been compared to the industry average and compared to the 0.8% that Powerlink is proposing? 
 
R: I'd have to check, but we're pretty close to the actual trend ourselves. I can take it away and come back to you with a figure. 
 
C: Part of the difficulty of us commenting on opex, apart from saying we love productivity commitments as long as they can be achieved, is that we 
haven't seen the 2018 to 2019 benchmarking data that you've seen. We haven't seen the HoustonKemp report that you used, so it's a bit hard to 
comment until we get that. Will we get the HoustonKemp report when the AER reports its benchmarking data in the next week or so or do we have 
to wait until January to get it? 
 
R: I have no problem releasing the HoustonKemp report once we have finalised it and before we lodge the Revenue Proposal. I think it is entirely 
reasonable for you to be asking the question and therefore, I think it would be entirely unreasonable if we weren't prepared to release that report to 
customers to have a look at as well. 
 
C: Yes, the draft uses the term ‘efficient’, it uses the term ‘not materially inefficient’, and it uses the term ‘benchmark performance comparable to 
our peers’, but I'm not sure always what those terms mean. The HoustonKemp report would help me to understand that.  
 
Q: On opex, I would certainly welcome the stable opex forecast, so no real increase. Like others, I note the 0.8% productivity improvement and the 
challenge that that poses to the business. I'm pleased that you describe that as being constructively disruptive, I think that's an excellent outcome. 
My question is, could it be higher than 0.8%? Are we absolutely sure we've stretched the envelope as far as we can and are there any other hollow 
logs lying around that we could tackle?  
 
R: From inside the business and having attended most of the meetings associated with getting us to this point, I'm honestly feeling like we can’t 
stretch it any further. I'm seeing it as a floor rather than a ceiling that’s how much discomfort I can share with you about us getting there. Because 
there's stretch targets and there's stretched targets that may result in unintended negative consequences. I don’t want to stretch the friendship 
more than what we have. That’s the truth of it. 
 
R: I'll highlight a little bit of insight to that too. That level of discomfort and questioning is not just at the Executive level. There were quite a number 
of questions at our Board level as well in terms of how sustainable is that figure and providing assurance that bad things won't happen if we have 
this amount of money for opex.   
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Q: I’d just reiterate how big a change that actually represent from an organisation perspective.  Going above 0.8% seems to be such a paradigm 
jump. 
 
R: At one point we had 1.2% for this current regulatory period. Mindful of the industry average and in this current regulatory period, we were also 
pushing ourselves and we were targeting a 7% real reduction in opex for this current regulatory period. We were mindful of the benchmarking, but 
the benchmarking is only one aspect that helps inform us. But in the normal course of business when you're faced with certain circumstances, you 
make those trade-offs. It's not quite as mechanical as some might think. 
 
C: How big a challenge is the fact that Queensland is such a large geographic area, compared to TasNetworks in Tasmania, acknowledging 
benchmarking takes factors like this into account – that is probably the obvious one but maybe the not so obvious challenges? 
 
R: Part of that goes to when you look at the AER benchmarking reports and you can pick them up from any previous year, where the upfront 
discussion is around the productivity index number type measures, the multilateral total factor productivity, the multilateral partial factor measures 
on opex. The AER also goes into the partial productivity indicators, which also paint a picture where it talks about customers per circuit kilometre or 
total cost to serve the customer, and you start to get a richer picture of how the different TNSPs line up via their geography. So AusNet in Victoria is 
clearly not dissimilar, with maximum demand and energy throughput to the Powerlink network, but their network is clearly much more concentrated, 
so they can do it with a fraction of circuit length of Powerlink and that has implications as well. Looking at those partial productivity indicators is 
useful to give you a rounder picture how things are stacking up. 
 
C: I appreciate that insight. As you say, you want to keep it in the right context before you choose to make a comparison. 
 
R: Yes, and even with the multilateral measures, the way they're done, there is allowance for at least some environmental factors so that circuit 
length or circuit kilometres is part of the output measure. So how efficient are our inputs, our capital and operating inputs, against an output that is 
related to circuit kilometres as well as demand and energy throughput. 
 
Q: I had a couple of questions. Regarding the top-down approach to the productivity expectation, is there any particular categories where you 
expect to achieve those efficiencies? Two areas which probably come to mind is maintenance, so we’d probably expect to see some degree of 
maintenance reduction if there’s any reduction in incident faults from the renewals budget you’ve put forward? I’m trying to understand those trade-
offs and whether those efficiencies have been factored into that? 
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The second question. I think prescribed revenue is only around 81% of your total revenue now but represents about 89% of your corporate costs. 
So given the amount of additional work that Powerlink is doing on connecting renewables and other non-prescribed business activities, is some of 
that efficiency gain going to come from increased sharing of the costs of the corporate business overheads? 
 
R: To your first question, section 76 of the draft Revenue Proposal talks about the ‘big rocks’ that we have identified, drive some of that additional 
efficiency. We have heard that customers are interested in hearing more in detail about some of those. So we are considering whether there’s 
some more information we can provide there. Bearing in mind, as you say, it’s a top-down kind of model. Quite a few of those areas in terms of 
procurement work practices sit across the business, including within the maintenance space. So you would expect to see some efficiencies within 
those line items.  
 
R: I’m happy for us to go away and see if we can get more specifics on where the savings might arise, but on the split of work across the entire 
business, this goes fundamentally to our cost allocation. So when we do work in the business and our cost allocation manual hasn’t changed since 
it was first approved by the AER in 2008. This goes to what’s included in our timesheets. So the integrity of filling out timesheets and our costs are 
allocated appropriately according to that cost allocation process. That’s how costs are split between the regulated work we do and if that work is 
non-regulated, there’s a cost allocation via our timesheets. 
 
Actions:  
 Powerlink to provide details on its average productivity for 2006-2019, compared to the industry average and the 0.8% being 

proposed.  
Powerlink to circulate the HoustonKemp report to the RPRG once finalised. 
Powerlink to provide more information on specific productivity initiatives.  

 
4. Insurance deep dive  
- Matthew Myers, Manager Revenue Reset 
- Dana Boxall, Stream Lead Finance and Modelling 
 
Summary: 

- Discussion and input on upcoming Insurance Deep Dive webinar to ensure the content and focus of the session meets customer needs. 
 
Comments (C), questions (Q) and Powerlink response (R) 
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Q: Does Powerlink have any insight into what other transmission networks have done across Australia? I know Energy Queensland has decided to 
do more self-insurance, but it would be interesting to see what other states and TNSPs are doing. 
 
R: We can see what’s publicly available and explore that. A lot of this information, as you can appreciate, is commercially sensitive. So there’s 
certainly aspects of that, which we haven’t got any access to, but we can explore those that we can in their own determinations. 
 
Q: I know the AER uses the benchmark entity a lot in its regulation and I’m thinking is there a benchmark entity in terms of a network owner and the 
amount of risk they’re prepared to take? Given the shareholder of Powerlink, should we assume that they’re prepared to take more risk than a 
private shareholder, particularly given as I understand it, I don’t think the government has ever allowed Energy Queensland, for example, to have 
the pass through event for a cyclone. 
 
R: We can look at the shareholder perspective as well and some of the different aspects. The benchmarking conversation is an interesting one in 
terms of understanding the differences in the risk profiles of the different entities as well, and how that plays a factor and maybe poses a challenge 
to that benchmark entity in terms of insurance. We can certainly take that on board and have a look at including something around that. 
 
C: I was just thinking about what you said and if you’re looking at a benchmark efficient entity (BEE), if you’re using it in a context of say WACC, it’s 
supposed to eliminate ownership. I think I know where you’re coming from though. 
 
C: The experience in Queensland is that given the unapproved pass-through for Cyclone Debbie and I think there could have been a couple of 
others, because the government said this is a benefit of having public ownership. We bear a lot more risk than what would be the case if it were 
privately owned. 
 
Q: I would be interested in what the current insurance covers landholders for? I know obviously your infrastructure is on easements but we’ve 
recently had the issue that increasingly insurance companies are not covering farmers for their public liability if there’s third-party infrastructure on 
land. At the moment, that’s just constrained to the gas infrastructure and also mining infrastructure. From that point of view, I’d like to know what 
sort of insurance covers landholders or adjacent landholders and their liability should there be a fire or another incident? 
 
R: I’m not sure that that is something we could discuss publicly, but we’ll take it away and ask the questions of our insurance experts. 
 
Q: I was really pleased to see you even have that bit about how does consumer risk change under scenarios. Do the insurers assess you 
individually as businesses and say well this is a really good transmission business with a fantastic network and therefore we’ll reduce their 
insurance or do they just look at you globally alongside other transmission companies in Australia? 



 

  

Revenue Proposal Reference Group Meeting Minutes 
 

 

 
© Powerlink Queensland   
  Page 19 of 29 
 

R: I’m not the insurance expert within Powerlink but I’ll certainly make sure I get some more information around how they assess that and I’ll check 
in with our brokers to get an appropriate response. But I understand there will probably be those different factors coming into play given the limits of 
some of the insurance products within a country, so we’re certainly influenced by that international market as well. I will get an official response on 
that one as well.  
 
C: Thank you for that, because I’m thinking some of the trade-offs might be not only with the level of insurance versus the level of risk but the level 
of investment in hardening the network. If the insurers currently recognise that. That was just a top of the head thought, so I haven’t thought it 
through. 
 
C: Yes, I understand. 
 
R: But I think something good to look at is the session we had with the RPRG a few months back, where we actually had Marsh, our brokers, come 
in to talk to the RPRG. 
 
C: Yes, a very interesting session. 
 
Q: I agree with what’s been said already and I will add that Marsh’s presentation to the RPRG was also very useful and it updated my 
understanding if anything has changed from the insurance industry point of view. In particular, how long-term do we think the changes in the 
insurance market are? Are we just seeing a temporary blip and then things will go back to as they were or has the market changed forever? Or at 
least for the next five years? 
 
R: Some of that view comes out in the draft Revenue Proposal to the extent that we’ve seen the anticipated premium increases that Marsh has put 
forward. There is the Marsh report, which we’re still working on with them, which we’ll be providing as part of the Revenue Proposal in January 
2021, which talks to what the risk is for us in terms of premium increases. Our CFO talked about how we’ve analysed that and our view is that there 
will be some capital coming back into the market. The last conversation we had with Marsh, which was about a month ago, was that they weren’t 
anticipating much movement between what they were forecasting at the time of the last RPRG meeting and September when we spoke with them 
last. We do have a renewal coming up in November as well. That will be post the deep dive, but that’s something we’ll look at too, in terms of what 
the implications might be including potentially for our overall growth in opex targeted.  
 
R: It’s a great question and I really wish I had the answer to it because it would make my life a lot easier. There’s volatility that we’re seeing in this 
insurance market and some of the significant events happening around the world are playing into the challenges that we’re seeing in trying to 
produce this forecast to get our heads around what this will actually look like over a number of years. 
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C: You may note the AER has got a review on the insurance coverage pass through event. I think submissions close tomorrow. It would be really 
interesting, assuming the submissions are available by the time we have this session, to go through what the AER is proposing and what the 
submissions said, to give us a good idea of the lay of the land on that issue. 
 
R: Yes. Perhaps we could get the AER to participate? 
 
C: It’s great to see the AER looking to get a better understanding of that and how we can benefit from that process.  
 
Q: Is that something we could talk to the AER about? It might not be in your specific area, but we would appreciate guidance on who to approach. 
[AER question] 
 
C: Leave it with us and we will get back to you. [AER response] 
 
R: Great, thanks. The insurance discussion has been really useful for us. I think that we’ve been thinking quite a lot about how to frame this session 
in a meaningful way and I think that part of this is really getting input, not just for the purposes of informing the Revenue Proposal, but also 
potentially decisions that we need to make outside of the Revenue Proposal process so I think that’s going to be a good session.  
 
Actions: 
 Powerlink to consider providing information on insurance coverage arrangements for landholders and greater context around the 

process to determine insurance arrangements (e.g. individual entity or global comparison assessment).  
 Powerlink to consider forecast impacts of the AER’s Inflation Review.   

 
5. Financial elements  
- Matthew Myers, Manager Revenue Reset 
- Dana Boxall, Stream Lead Finance and Modelling 
 
Summary: 

- Open discussion on remaining financial element components of draft Revenue Proposal. 
 
Comments (C), questions (Q) and Powerlink response (R) 
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R: In light of our position from the draft Revenue Proposal, we did use a forecast of 2.25% in our draft proposal and after we prepared those 
forecasts, obviously the AER released its draft position on the AER’s inflation review. In our webinar, we did highlight using the AER’s estimate in 
their draft position inflation review, which would lead to about $110 million additional MAR as it was a lower inflation forecast.  
 
C: Being a generator, we have the same challenges as such I’m just absorbing all the commentary you’re making and trying to re-assemble it in my 
own mind like a jigsaw before we come back with some commentary.  
 
Q: Nothing from me on insurance. Regarding inflation, I didn’t attend the last webinar so you may very well have provided an update of the relevant 
figures and tables from the draft proposal, but is it possible to circulate an update of those tables and figures so that we can actually see the impact 
across the regulatory period? 
 
R: We haven’t done a thorough re-jig of all the tables and forecasts that are in our proposal. This was just to give a high-level indication of the 
impact of the AER’s draft position. That will be part of our next cut of forecasts as we prepare for the Revenue Proposal. 
 
Q: Bearing in mind what you’ve just said, maybe it’s too early but can you forecast the impact on RAB at the end of period? Based on the change in 
inflation approach? 
 
R: Yes. I can take that on board and have a look at that. 
 
C: It would be good to see the glide path. I always like seeing trends in RAB per customer. There is total RAB in the draft plan but I didn’t see any 
RAB per customer or RAB per megawatt hour delivered.  I think we’re seeing a common theme of decreasing total megawatts delivered. A slight 
increase in maximum demand but lots of capital and it would be interesting in how RAB per megawatt hour delivered is going as well as RAB per 
customer. On depreciation, it would be good to see, after you’ve incorporated the change in expected inflation assumption, the transitional 
arrangements as you move from the weighted average remaining life (WARL) approach to the value depreciation and what impact that’s going to 
have on the transition that you’re talking about because I suspect that will have an increase in the transmission price and the transition will be 
larger. 
 
R: The transition isn’t the impact, it’ll be the offset to that. That building block will certainly increase. 
 
C: Yes, you’ll still have the transition, but I imagine with the lower expected inflation forecasts and increase in MAR, at $110 million will mean the 
price in each year during that transition will be higher than what it would have been with the alternative expected inflation.  
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R: I’ll take it away and have a look at that. 
 
C: Thanks for the “depreciation 101”. The disconcerting thing is how much the RAB has decreased and the depreciation has increased since the 
previous period. It’s a question of trying to work out the various components of that and I think you’ve given me an explanation on that, so that’s 
appreciated but it’s still a lot of money on depreciation.  
 
R: Certainly that’s that recovery of the RAB indexation over time. That’s a mechanism part of the regulatory framework.  
 
Question submitted via chat function: 
 
Q: Is there a disaggregation of the $800 million reinvestment into specific asset categories?  What does this reinvestment profile look like post 2027 
and can some of the replacement be deferred without increasing reliability risk? 
 
R: Yes, planning to release the final position paper shortly which will provide an outcome from the pricing consultation.  It will also include a draft of 
the marked up pricing methodology to be submitted as part of the proposal. 
 
R: Everyone should be aware, Powerlink has been conducting a transmission pricing consultation in parallel to the Revenue Proposal process but 
also prior to commencement of the Revenue Proposal process. Our submission closed around 23 October. We are currently reviewing the 
feedback from our customers and stakeholders, and we had a fair bit of direct engagement with them along the way.  We’re putting a final positions 
paper together along with a draft of our proposed pricing methodology for the next regulatory period and we had initially aimed to get that out by the 
end of October, but it’s more likely to be mid-November as to the four alternative arrangements that we put through. We look forward to releasing 
that and of course the proposed pricing methodology is a requirement to be submitted with our Revenue Proposal. 
 
Actions: 
 Powerlink to provide the ‘RAB per customer’ or ‘RAB per MWh delivered’. 
 Regarding depreciation, Powerlink to consider outlining insights into the transition arrangements and pricing impacts after 

incorporating the forecast change in inflation. 
 

5. Consultation and engagement 
- Gerard Reilly, Stream Lead Engagement 
 
Summary: 
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- Open discussion on customer engagement process of draft Revenue Proposal. 
 
Comments (C), questions (Q) and Powerlink response (R) 

C: I think feedback from me is that your engagement has been great. Powerlink is clearly at pains to be as transparent as possible and provide us 
as many opportunities as possible to engage and ask questions, thank you for that. There’s no specific engagement proposal or request from our 
perspective. 
 
C: I’m very, very supportive and complimentary of the consumer engagement you’ve done so far, having been involved from the co-design 
workshop through the Customer Panel and RPRG. It’s been terrific. I have raised the issue before about regional people, organisations and 
companies. Certainly, I will go back to our members who have operations in regional areas and invite them again to contact you and engage if they 
wish to do that. Then we’re just awaiting the application of what CCP24 did for Australian Gas Networks on the AER website and then we can 
come back. We can have a longer discussion about those issues with you and in the context of table 7 in the Victorian distribution draft decision. 
 
R: We did also reach out to Energy Queensland to see if there was any availability in their various industry forums or customer councils, but I don’t 
think there’s been any meetings recently from our understanding. But we certainly did reach out to try and use that as a mechanism as well. 
 
C: Yes, certainly in the case of the consultation we did on pricing, I reached out to a number of our members and they had direct conversations 
with us because of their particular circumstances at their site, but a lot of other of our members basically say, well I’m in the EUAA so they can 
represent me here. They had the ability or the time to be able to engage directly and they see that through me.  
 
C: I’d like to echo some of those comments about engagement with regional or non-metropolitan stakeholders. I feel the engagement has been 
great with the Customer Panel, RPRG and the people closely involved with Powerlink on a regular basis right from the beginning. I certainly feel 
that I’ve had every opportunity to contribute and make an impact on the proposal. I would hope there are still opportunities to engage with some of 
those more regional and distanced stakeholders and what concerns me at this point, I can’t see any evidence in the draft plan that engagement has 
happened, or what the results of that engagement are. I’d be really encouraging some additional work in that area, even if you do all this 
engagement and get no feedback, at least it’s worth saying that so we’re aware that happened. 
The other group which worries me a little are the landowners. Do they have any particular views or concerns about Powerlink and the Revenue 
Proposal for the next five years? So that approach to customer segmentation and identification of the issues for each of those customer groups, I 
just haven’t quite picked that up in the draft plan to date. That’s what I would be looking for in a more fulsome proposal. 
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R: As part of our Stakeholder Perception Survey, we are definitely targeting a sample of landholders. We treat them as a separate stakeholder 
category as part of that report. While there’s no specific questions on what do you think about this capex or opex, there are definitely questions 
around overarching engagement. The challenge we’ve got is that it’s hard to have a meaningful conversation with landholders on some of the 
aspects of our revenue determination. 
 
R: It goes to their base knowledge of the regulatory process. 
 
C: Yes, it’s just as important to have a conversation with them about what’s important to them and some of those issues may have nothing to do 
with the Revenue Proposal, but some may flow in. 
 
R: We are definitely doing that as part of the work we’re doing right now with Deloitte and the Stakeholder Perception Survey, which asks all about 
what their key issues are and how we can improve the communication with them. We publish our Stakeholder Perception Survey reports, which do 
breakdown issues per stakeholder category, because we understand the issues are very different across different types of stakeholder groups that 
we interact with. 
 
C: I know you do all those things. What I’m not seeing is the evidence in the proposal. That’s the linkages that I’d like to see evidence of. 
 
R: That might have been a timing thing as well because we’ll have our Stakeholder Perception Survey report by December and the webinar was 
October so I think hopefully we just need to flesh that out more in the Revenue Proposal in January. 
 
C: The other area of engagement that just worries me a little bit and this is a niggle at the back of my mind at the moment, is that traditionally, 
engagement around contingent projects has been not as strong as engagement around the main regulated proposals. It can happen that 
contingent projects get slipped through and prices go up over time, and there’s a significant price increase and there’s no discussion or no 
opportunity to consider the benefits or the value of that. I’m hoping that if the approach to contingent projects in general is accepted, then perhaps 
Powerlink would consider going above and beyond the current requirement, for which there isn’t much, for engagement around contingent 
projects? 
 
R: Do you mean in terms of engagement now? In terms of the Revenue Proposal? If they do trigger? 
 
C: I’m not talking now. In the past, often they’ve just slipped through without any discussion or debate. 
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R: That’s something we can take away. I think it’s a good suggestion and we have an engagement process that is quite extensive for greenfield 
type development, but we will have a think about how we can build something more into our BAU processes. 
 
R: We have our RIT-T engagement matrix that we developed with our Customer Panel, which actually goes well, well above and beyond the 
legislative requirements. Looking at the size of these contingent projects, you’d probably think that they would go into more of the major category of 
RIT-T, which we would then undertake more intensive face-to-face forum-type engagement. Similar to what we did with the QNI minor project with 
TransGrid over the last 12 months. It’s definitely something we can work towards. 
 
R: We can do it. We’re picking up RIT-Ts in our Customer Panel meetings and maybe we need to make it more explicit. This is a contingent 
project, this is what we’re going to put in. If the trigger is activated, this is why we think it’s activated, and this is the process we’re going to go 
through and update you on the key steps of the process. 
 
C: I feel as a member of the Customer Panel that I’m fully consulted on all of those things that happen and have every opportunity to comment. My 
reservation is just for stakeholders who are not members of the Customer Panel and what’s appropriate for them. 
 
Q: Just to round out an earlier point - yes, we are also a directly connected customer of Ergon so yes, we did receive the notice from Ergon inviting 
us to review the draft proposal as well. So that that process has worked well for you. I think we probably haven’t made good use of the consultation 
process that Powerlink has offered us to date. I think that’s somewhat of a consistency of representation issue, so we’ll try and address that going 
forward. The only additional point we have is that we have an outstanding information request that I think’s quite important for us and we’re waiting 
to see a response on that? 
 
R: You will receive a response. We’re working through it.  
 
C: A little bit off topic, relating to landholders and we discussed this earlier about what happens when you’re putting easements aside or purchasing 
land. People may not be aware that through the Energy Charter, Powerlink is leading a little bit of work to have a National Framework for 
landowner engagement around some of that new infrastructure, but also new easements and new purchases of land. I congratulate both the 
Energy Charter and Powerlink for really sharing a lot of their innovation frameworks with us on that project. Thank you. 
 
Q: I second all those comments that have been made. Whenever a Revenue Proposal is actually approved, do you get a common group of people 
commentating on the outcome, and how many of those would you say were part of what you would deem to be your stakeholder base, but never 
actually participated in the process before the decision was made?  And if that is the case and you’ve identified them, have you actually targeted 
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them to see if they would like to engage on this process? You see a fair bit in the paper by certain parties, but I’m wondering whether you actually 
received any other commentary when the approval actually comes through? 
 
R: You never know. One thing we did do is wrote to relevant stakeholders and customers who commented on our last Revenue Determination 
process and also on Ergon and Energex’s processes as well. That included the Urban Development Institute of Australia (UDIA) and some key 
individual customer representatives. We did proactively reach out and write to them. In terms of anyone else who might comment, I guess we’ll look 
and see who that is and whether they want to talk to us after the fact or beforehand. 
 
R: I will offer up the fact too, we might get more stakeholders giving us a second look once the AER commences its formal process as well, 
publishing the draft Revenue Proposal. That can attract a different group of stakeholders and the way we engage with our Customer Panel, we do 
a ‘no-surprises’ approach with our panel members. Even with the AER, even outside a revenue reset process and more broadly. So if we attract 
some new interested parties, we’ll do the same thing. We’ll talk to them, engage with them, and show them where all the background material is 
and happily respond to any queries they have.  
 
I am also mindful of the reasonableness of the Revenue Proposal in the first place. If we were coming in and asking for 50% more capex, that 
probably would have drawn in a few more stakeholders, or is likely to, but we’re not doing that and if we’re hearing people are not interested, I think 
part of that goes to the long-term relationship that we’ve tried to build with our customers as part of BAU, and our other stakeholders. I hope it is 
recognised, just how much effort we’ve gone into preparing this and it has taken up a lot of our time and we think it’s important to get that input and 
feedback from you all. But, if there’s nothing to see here, as judged by lack of interest by other people, well, maybe there’s nothing to see here. 
 
C: Yes, and that’s a fair comment. I’d just reiterate all the points you’ve made and what the others have said, that the engagement process has 
been transparent and honest, and the availability for people to have one-to-ones has been really appreciated, particularly if you’re on a learning 
curve on one particular subject and you seek to understand, because once you’ve got that level of understanding, you can actually contribute more. 
It’s a bit of an iterative process there. 
 
C: We’ve used the term ‘iterative’ quite a number of times in our response to the draft Revenue Proposal, and said that we think that’s actually 
been a really good approach in that it has been rolling over 16 -17 months now. So we’ve highlighted that. The main comment we’ve made is in 
relation to the AER’s draft decision - or draft determinations around the Victorian distribution businesses, which provide information (Table 7) in 
each of the draft decisions, which talks about their approach related to ‘capable of acceptance’. We’re suggesting that’s a really important table and 
discussion to look at. We’ve also just started to think a bit about how we might respond to that table as a CCP. We’ve also picked up from the 
Victorian draft determination some of the AER language around depth and breadth of engagement and we’ve identified that this group and the 
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RPRG has certainly provided quite considerable depth of engagement but in line with some of the other comments, probably a bit more breadth 
would be useful. 
 
C: I was just going to recommend the same point on how important consumer engagement was for the Victorian distribution draft decisions, 
outlined in Table 7.  We’ve passed that on to Powerlink and recommend you think about what might be done between now and when you lodge. 
But look, from our perspective we welcome and are positive about the approach that Powerlink has been taking. [AER comment] 
 
Actions: 
 Powerlink to include stakeholder feedback received via Stakeholder Perception Survey and draft Revenue Proposal webinar in the 

Revenue Proposal.  
 Powerlink to consider an engagement process for contingent projects. 

 
 
6. Feedback on other elements of the draft Revenue Proposal 
- Matthew Myers, Manager Revenue Reset 
 
Summary: 

- Open discussion on any other elements of draft Revenue Proposal. 
 
Comments (C), questions (Q) and Powerlink response (R) 

C: I wanted to talk about network support but I don’t think we have enough time but I’m happy to take that offline. 
 
R: Okay. 
 
Q: Is the suggestion of a review of STPIS off the table now? 
 
R: We’re still suggesting it. 
 
Q: What’s the thinking behind that? 
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R: The AER is of the view that a review is not warranted at this time, mindful of things like Coordination of Generation and Transmission Investment 
(COGATI) and P25 going on. 
 
Q: Is there some thinking in the AER to undertake a review of incentive schemes in the coming 12 months?  
 
R: It is a topic that is certainly on our agenda, but we haven’t locked in the timetable. [AER response] 
 
Q: Would such a review include STPIS? 
 
R: We are now in the process of doing some scoping around what that might look like i.e the breadth of the review and when it might happen. [AER 
response] 
 
C: That’s great. Thank you. I’m conscious that the CCP in several panels has recommended a review of incentive schemes and we think that 
should be quite broad, which would include STPIS. Perhaps there’s an opportunity down the track, not too far down the track, to bring those things 
together. 
 
Q: Building on this, will a change to any of these incentive schemes potentially come in during a regulatory period, not some synchronisation point 
where it suddenly applies to everyone? Let’s say a determination was made in two years’ time that was going to change these schemes, and you’re 
into your next regulatory period (not this current period), so you wouldn’t be able to apply that until the next regulatory period - is that correct? [AER 
question] 
 
R: Generally that is the approach, although at times, it has been possible to apply schemes earlier. It just depends on the circumstances. [AER 
response] 
 
Q: In light of the comments you made with the COGATI potential developments, arising from COGATI and post-2025, some of which could be 
implemented prior to that time, if they’re the triggers and you start getting some incremental implementation, what would it take for the AER to 
trigger that review? Let’s say some time during the course of next year, you’d imagine there would be some sort of developments and they’d been 
progressive because I don’t think we’ll have a ‘big bang’ approach. What would the AER be looking for that would warrant a trigger of the review of 
the incentive scheme? [AER question] 
 
R:  We do want to take a look at incentive schemes, but we have not yet scoped out what the breadth of such a review would look like. Nor have 
we settled on the timing.  We need to have a look at where the workload falls over the next year or two and how we might fit it with the program. I 
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think what we’ve said to Powerlink at this point is that we’re not seeing the urgent need for a review of the incentive schemes, but we think it’s 
worthwhile looking at in a broader context as things develop down the track. [AER response] 
 
C: One of the other areas that was raised in our discussions the other day was the growing development of system strength. It’s a challenge 
throughout the whole market, but we’re now seeing developments in Central Queensland and it’s probably only a matter of time before it creeps 
into other parts of Queensland and the NEM 
 
R: At our Customer Panel meeting on 26 November, system strength will be a big focus of our discussion.  There’s going to be a lot of time to 
discuss and answer questions at that meeting, because it’s definitely a key challenge for us about how we plan our network. 
 
 
6. Meeting closed 4pm  
 
 
 
 


