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Preface 
This report has been prepared to assist the Australian Energy Regulator (AER) with its determination 
of the appropriate revenues to be allowed for the prescribed distribution services of Evoenergy from 
1st July 2024 to 30th June 2029. The AER’s determination is conducted in accordance with its 
responsibilities under the National Electricity Rules (NER).  

This report covers a particular and limited scope as defined by the AER and should not be read as a 
comprehensive assessment of proposed expenditure that has been conducted making use of all 
available assessment methods nor all available inputs to the regulatory determination process. This 
report relies on information provided to EMCa by Evoenergy. EMCa disclaims liability for any errors or 
omissions, for the validity of information provided to EMCa by other parties, for the use of any 
information in this report by any party other than the AER and for the use of this report for any purpose 
other than the intended purpose. In particular, this report is not intended to be used to support 
business cases or business investment decisions nor is this report intended to be read as an 
interpretation of the application of the NER or other legal instruments. 

EMCa’s opinions in this report include considerations of materiality to the requirements of the AER and 
opinions stated or inferred in this report should be read in relation to this over-arching purpose.  

Except where specifically noted, this report was prepared based on information provided by to us prior 
to 16th June 2023 and any information provided subsequent to this time may not have been taken into 
account. Some numbers in this report may differ from those shown in Evoenergy’s regulatory 
submission or other documents due to rounding.
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1.2.2 Our review approach 
4. In conducting this review, we first reviewed the regulatory proposal documents that 

Evoenergy had submitted to AER.  This includes a range of appendices to Evoenergy’s 
regulatory proposal and certain Excel models, and which are relevant to our scope. 

5. We next collated some information requests.  The AER combined these with information 
request topics from its own review and sent these to Evoenergy.  

6. In conjunction with AER staff, our review team met with Evoenergy at its office in Canberra 
on 20th April 2023. Evoenergy presented to our team on the scoped topics and we had the 
opportunity to engage with Evoenergy to consolidate our understanding of its proposal.   

7. Evoenergy provided the AER with responses to information requests and, where it added 
relevant information, these responses are referenced within this review. 

8. We have subjected the findings presented in this report to our peer review and QA 
processes and we presented summaries of our findings to AER prior to finalising this report. 

9. As we refer to in section 4, the AER reviewed Evoenergy’s demand forecasts, which were 
not part of EMCa’s scope.  The AER has advised that it intends not to accept Evoenergy’s 
demand forecast and on 6th July advised us of an alternative demand forecast. The AER 
has asked us to assess Evoenergy’s proposed augex consistent with that alternative 
demand forecast.  

10. The limited nature of our review does not extend to advising on all options and alternatives 
that may be reasonably considered by Evoenergy, or on all parts of the proposed forecast.  
We have included additional observations in some areas that we trust may assist the AER 
with its own assessment. 

1.2.3 Conformance with NER requirements 
11. In undertaking our review, we have been cognisant of the relevant aspects of the NER 

under which the AER is required to make its determination.   

Capex Objectives and Criteria 

12. The most relevant aspects of the NER in this regard are the ‘capital expenditure criteria’ and 
the ‘capital expenditure objectives.’  Specifically, the AER must accept the Network Service 
Provider’s (NSP’s) capex proposal if it is satisfied that the capex proposal reasonably 
reflects the capital expenditure criteria, and these in turn reference the capital expenditure 
objectives. 

13. The NER’s capex criteria and capex objectives are reproduced below. 
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which the proposed solution can be considered to be an appropriately justified and 
efficient means for meeting that need; 

• The criteria require that the forecast ‘reasonably reflects’ the expenditure criteria and in 
the third criterion, we note the wording of a ‘realistic expectation’ (emphasis added).  In 
our review we have sought to allow for a margin as to what is considered reasonable 
and realistic, and we have formulated negative findings where we consider that a 
particular aspect is outside of those bounds; 

• We note the wording ‘meet or manage’ in the first objective (emphasis added), 
encompassing the need for the NSP to show that it has properly considered demand 
management and non-network options; 

• We tend towards a strict interpretation of compliance (under the second objective), with 
the onus on the NSP to evidence specific compliance requirements rather than to infer 
them; and 

• We note the word ‘maintain’ in objectives 3 and 4 and, accordingly, we have sought 
evidence that the NSP has demonstrated that it has properly assessed the proposed 
expenditure as being required to reasonably maintain, as opposed to enhancing or 
diminishing, the aspects referred to in those objectives. 

16. The DNSPs subject to our review have applied a Base Step Trend approach in forecasting 
their aggregate opex requirements.  Since our review scope encompasses only proposed 
expenditure for certain purposes, we have sought to identify where the DNSP has proposed 
an opex step change that is relevant to a component that we have been asked to review.  
Where the DNSP has not proposed a relevant opex step change, then we assume that any 
opex referred to in documentation that the DNSP has provided is effectively absorbed and 
need not be considered in our assessment.   

1.2.4 Technical review 
17. Our assessments comprise a technical review.  While we are aware of stakeholder inputs 

on aspects of what Evoenergy has proposed, our technical assessment framework is based 
on engineering considerations and economics. 

18. We have sought to assess Evoenergy’s expenditure proposal based on Evoenergy’s 
analysis and Evoenergy’s own assessment of technical requirements and economics and 
the analysis that it has provided to support its proposal. Our findings are therefore based on 
this supporting information and, to the extent that Evoenergy may subsequently provide 
additional information or a varied proposal, our assessment may differ from the findings 
presented in the current report.  

19. We have been provided with a range of reports, internal documents, responses to 
information requests and modelling in support of what Evoenergy has proposed and our 
assessment takes account of this range of information provided. To the extent that we found 
discrepancies in this information, our default position is to revert to Evoenergy’s regulatory 
submission documents as provided on its submission date, as the ‘source of record’ in 
respect of what we have assessed.   

1.3 This report 

1.3.1 Report structure 
20. In section 2, we provide context information on considerations in our assessment, including 

our perspective on the energy transition and its implications and relevant aspects of the 
regulatory framework. 

21. The substance of our review is contained in sections 3 and 4, which cover respectively our 
review of Evoenergy’s proposed DER-related expenditure and our review of its proposed 
augex. In each section, we have presented: 
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• An overview of the proposed expenditure; 

• An overview of the nature of the proposed works or projects and the justifications that 
Evoenergy has submitted; and 

• Our assessment of the elements of what Evoenergy has proposed. 
22. In accordance with our scope, we provide at the end of section 4 our assessment of an 

alternative augex forecast. 
23. We have taken as read the considerable volume of material and analysis that Evoenergy 

provided, and we have not sought to replicate this in our report except where we consider it 
to be directly relevant to our findings. 

1.3.2 Reference documents 
24. We have examined relevant documents that Evoenergy has published and/or provided to 

the AER in support of the areas of focus and projects that the AER has designated for 
review.  This included further information at virtual meetings and further documents in 
response to our information requests.  These documents are referenced directly where they 
are relevant to our findings.  

25. Except where specifically noted, this report was prepared based on information provided to 
us prior to 16th June 2023 and any information provided subsequent to this time may not 
have been taken into account.  As noted in section 1.2.2, the AER provided us with an 
alternative peak demand forecast on 6th July and our assessment incorporates this updated 
information. 

26. Unless otherwise stated, documents that we reference in this report are Evoenergy 
documents comprising its regulatory proposal and including the various appendices and 
annexures to that proposal. 

27. We also reference information responses, using the format IR#XX being the reference 
numbering applied by the AER.  Noting the wider scope of the AER’s determination, it has 
provided us with Information Request documents that it considered to be relevant to our 
review.  

1.3.3 Presentation of expenditure amounts 
28. Expenditure is presented in this report in $2024 real terms, to be consistent with 

Evoenergy’s Regulatory Proposal (RP) unless stated otherwise.  In some cases, we have 
converted to this basis from information provided by the business in other terms. 

29. While we have endeavoured to reconcile expenditure amounts presented in this report to 
source information, in some cases there may be discrepancies in source information 
provided to us and minor differences due to rounding.  Any such discrepancies do not affect 
our findings.   
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2 RELEVANT CONTEXT 
Our review is conducted in the context of an accelerating transition of the energy 
sector towards a lower carbon future. Aspects of this that are most relevant to DNSPs 
such as Evoenergy include further increases in consumer energy resources, such as 
PV and increased electrification including for transport (such as EVs) and within homes 
(e.g. through the phase out of gas). 

This transition creates a prima facie potential case for increased network augmentation 
capex, where this satisfies the NER criteria.  However, it also provides the opportunity 
for non-network ‘DER’ initiatives that can help to moderate the levels of network 
augmentation capex that might otherwise be required.  For example, this can be 
through improving ‘visibility’ of the LV network and through dynamic services, including 
potentially dynamic tariffs and dynamic controls that may ‘orchestrate’ distributed 
electricity production, storage and demand, thereby minimising the net impact on the 
distribution network. 

Changes in the regulatory landscape are taking place, to accommodate the changed 
and changing roles of DNSPs such as Evoenergy. This includes changes to the NER 
and AER guidelines, which we have considered in our assessment.  

An overarching consideration in assessing both network augex and non-network DER-
related expenditure, is uncertainty on the specifics of the energy transition over 
investment assessment timeframes of the order of 15 to 20 years.  The energy 
transition and its impact on electricity networks will be driven by and leverage off 
technologies that will evolve and likely assist both technically and economically. 
Consumer behaviours as they adopt DER will also evolve. In our assessments we are 
therefore particularly cognisant of future uncertainties, the consequent value of 
retaining options to adapt as uncertainties resolve, and the potential regret that could 
arise from over-investment if based on a false perspective of future certainty.  

2.1 Energy transition 

2.1.1 Network investments and the transition to renewables and storage 
30. The NEM is experiencing a significant transition away from reliance on thermal generation 

towards renewable generation and storage.  This is supported by the Powering Australia 
Plan including reducing emissions by boosting renewable energy. 

31. As a result, the location of these larger renewable energy sources is also shifting to be more 
geographically distributed and diverse.  This will require a substantial investment in 
transmission infrastructure to enable connection of these new technologies and to facilitate 
benefits for consumers by way of a lower cost of electricity. 

32. At the same time, there has been significant growth in distributed energy resources led by 
roof-top solar.  Customers are now more engaged with their energy system, which is 
demanding different services in terms of their ability to supply, consume and trade energy.  
This has implications for investments in energy infrastructure, and digital applications and 
infrastructure to support changes in how the energy system is used. 

33. The transition is being driven by a number of forces, including decarbonisation and ‘net 
zero’ emissions policies.  Not only will this result in investments in new technologies, but 
there is also likely to be significant changes in the costs of such technologies, consumers’ 
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38. The Australian Energy Market Commission (AEMC) made a rule determination in 2021 to 
introduce technical standards that will enable DNSPs and AEMO to better manage the 
growing number of micro-embedded generators connecting across the national electricity 
market (NEM). 

39. In making this final rule determination, the AEMC stated that ‘…[it] recognises the 
importance of promptly addressing the concerns of AEMO and the Energy Security Board 
(ESB) about the impact significant growth in distributed solar PV connections can have on 
networks and the electricity grid.  In particular the final rule focuses on the ability and role 
DER in managing voltage disturbances.’4 

40. Throughout this report, the term ‘compliance’ is used to capture the technical settings 
requirements across the supply chain.  This broad term is intended to encapsulate the 
requirements at manufacture to Standard, setting selection at install, and ongoing behaviour 
after install.  Primarily, compliance is in respect of AS/NZS4777.2, which is a standard for 
the grid-connection of small-scale inverters.  AEMO put forward a review to raise the 
performance requirements, with a major focus on improving the inverter’s disturbance ride-
through capabilities.  The new Standard AS/NZS4777.2:2020 was published on 18 
December 2020, and became mandatory for all new installations in Australia one year later.5  

41. The key features of the final rule are:6 

• ‘The creation of DER Technical Standards which embedded generating units connecting 
to a distribution network by way of a micro EG connection service must comply with 

• DER Technical Standards that include the requirements set out in AS 4777.2:2020 as 
updated from time to time 

• A requirement that model standing offers for basic connection services for embedded 
generating units include that embedded generating units the subject of the basic micro 
EG connection service must be compliant with the DER Technical Standards 

• An obligation on DNSPs that the information to be provided to connection applicants in 
order for them to negotiate a connection contract must include the requirement that if 
the connection applicant is proposing to connect a new or replacement embedded 
generating unit by way of a basic micro EG connection service, that the micro 
embedded generating unit must be compliant with the requirements of the DER 
Technical Standards 

• A requirement that the minimum content requirements of connection offers under 
Schedule 5A.1 to the NER must include the requirement that if the connection applicant 
is proposing to connect a new or replacement embedded generating unit by way of a 
basic micro EG connection service, that the embedded generating unit the subject of the 
connection application is compliant with the DER Technical Standards. 

• The DER Technical Standards will apply only to new connections and replacement 
inverters and connection alterations (including upgrade, extension, expansion or 
augmentation) 

• The rule [commenced] on 18 December 2021, approximately 10 months after it [was] 
made, to allow for the implementation of the new requirements 

• Transitional provisions have been included so that if before the commencement date of 
the rule: 

– a connection applicant in relation to a basic micro EG connection service has made 
a connection application but not received a connection offer, the new Chapter 5A 
will apply to that connection offer and connection contract 

– if a connection applicant in relation to a basic micro EG connection service has 
received a connection offer from the relevant DNSP but has not yet entered into a 

 
4  AEMC 2021, Rule determination Technical Standards for DER, pi 
5  AEMO 2023, Compliance of DER with technical settings, p3 
6  AEMC 2021, Rule determination Technical Standards for DER, pi, ii 
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connection contract, the old Chapter 5A will apply to that connection offer and 
connection contract.’ 

2.2 Our framework for assessing proposed DER-related 
expenditure 

2.2.1 Relevant AER Guidelines 
42. The AER has noted that as ‘DER penetration levels increase and customer expectations 

with respect to DER use evolve, [DNSPs] are responding by investing in projects aimed at 
increasing DER hosting capacity and supporting a broadening range of DER services.’7 

43. The AER published a ‘DER integration expenditure guidance note’ in mid-2022.  It is 
designed to help DNSPs work through the process of developing DER integration plans and 
expenditure proposals.  The figure below summarises the process. 

Figure 2.2: AER’s process for developing DER integration investment proposals 

 
Source: AER 2022, DER Integration Guidance Note, Figure 1.1 

44. Our assessment follows this sequence in that we have first assessed Evoenergy’s problem 
definition, then its proposed solutions and finally its cost benefit analysis.   

45. The following AER and industry rules and guidelines are also particularly relevant to our 
assessment:  

• CECV methodology, Oakley Greenwood, report to AER (June 2022).  This includes our 
consideration of matters raised by Houston Kemp in its submission on behalf of Energy 
Networks Australia, and Oakley Greenwood’s response to that submission in its report; 
and 

• Rule determination on National Electricity Amendment (Technical Standards for 
Distributed Energy Resources) Rule 2021, AEMC, (25 February 2021). 

2.2.2 Taking account of uncertainty in considering network investments 
46. Given the factors described above, and the reality that network investments tend to be both 

capital-intensive and attract long technical / economic lives, it is particularly necessary to 
consider option value in assessing deep investments into the electricity network.   

 
7  AER, DER integration guidance note, June 2022, page 4 



 

 

 
Review of proposed expenditure on DER and Augex AUSTRALIAN ENERGY REGULATOR | 11 

47. Considerations of option value and the timeframe over which benefits are adequately able to 
be modelled, can help to ensure that any network investment is prudent and efficient in 
accordance with the regulatory objectives.  This in turn helps in meeting the objective of 
ensuring that consumers do not end up paying the risk costs of projects that are developed 
earlier than required or which become stranded or ‘regretted’ due to changes in the 
electricity market, energy system, climate and the technologies deployed there. 

2.2.3 Taking account of uncertainty in considering non-network CER-related 
investments  

48. In considering economic business cases for CER-related expenditure, we are particularly 
cognisant of two factors: 

• For the most part, the required investments are relatively short-lived, involving the 
development and integration of information systems and obtaining the information from 
those systems to enable the provision of new services to customers and the continuing 
prudent and efficient provision of existing services; and 

• CER and the use of electricity in residential premises will both be strongly influenced by 
technological and consumer changes.  While the pace and exact nature of such 
changes is a matter for conjecture, it is likely to involve reducing costs and increasing 
capacities for local storage, increasing uptake of EVs, increased electrification within 
households, and increased capability to integrate between and to orchestrate CER with 
in-home usage.   

49. These factors, and their uncertainties emphasise the value of agility and optionality in 
considering CER ‘solutions’ and the disadvantage of solutions that may result in material 
regret through over-investment based on an unrealistic view of future certainty.  While it is 
important to undertake a degree of preparation for the future, the nature of non-network 
solutions to CER lends itself to taking a relatively agile approach that can leverage off 
technological and consumer behavioural changes as they become evident.  An example of 
this is likely to be the way in which some combination of increasing EV uptake (with or 
without the addition of V2H and V2G capabilities), more cost-effective options for higher 
capacity home batteries and increased controlled electrification of storage hot water, may 
significantly reduce the incidence of PV exports and their impact on DNSPs’ LV systems.   

50. In undertaking our assessments in this report, our consideration of these factors has led us 
to be wary of business cases that involve significant investments over the next regulatory 
period on the basis that they will solve supposed issues that will become evident or 
significant in 10 to 20 years’ time.  There is a balance to be struck between prudent 
preparation and the potential for over-investment that may burden consumers with costs 
that turn out to be excessive or not to be needed for a cost-effective energy transition.   
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Figure 3.2: Historical average size of residential solar PV installed by year of installation 

 
Source: Evoenergy appendix 2.5, page 13 

60. In parallel with this, Evoenergy reports a significant and growing number of PQ incidents on 
the LV network, which it attributes to DER and considers that that there is growing inequality 
between DER and non-DER customers. The increasing cost of overvoltage issues is shown 
in Figure 3.3.  

Figure 3.3: Historical yearly opex for DER-related overvoltage complaint management ($nominal)  

 
Source: Evoenergy appendix 2.5, DER step change business case (page 13) 

61. Both trends evidence a current and increasing need for interventions to facilitate DER.   

3.2.2 Assessment of hosting capacity 

Evoenergy’s analysis of its future hosting capacity appears reasonable 

62. Evoenergy states that it has completed intrinsic hosting capacity analysis but that it does not 
have readily accessible hosting capacity information on all parts of the LV network and has 
limited visibility of directional power flows on the HV network.  Evoenergy reports a 
significant number of PQ incidents on the LV network, which it attributes to DER and 
considers that that there is growing inequality between DER and non-DER customers. 

63. Evoenergy employed Zepben to undertake its hosting capacity analysis. While the hosting 
capacity analysis is only briefly described in Evoenergy’s information, it appears to follow 
the process that we would expect and which Evoenergy describes as follows: 
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• ‘Understanding the existing state of the network regarding the potential thermal and 
voltage ranges that the network can accommodate. 

• Incrementally applying PV penetration uniformly across each feeder. 

• Running load flow analysis to understand whether there are network violations at the LV 
level, distribution transformer, or the HV level.’12 

3.2.3 Assessment of future cost of curtailment 

Evoenergy has presented a reasonable analysis of the future cost of curtailment 

64. Evoenergy has calculated future curtailments based both on inverter tripping (due to 
overvoltage) and on an assumed reduction in static export limits. 

65. Evoenergy has assumed a reduction in static export limits for new customers of 0.1kW per 
year, starting from the current level of 5.0kW in 2024-25.  Therefore, for example, 
Evoenergy has assumed static export limits of 4.3kW would apply to new PV customers 
connecting in 2029-30 and 2.9kW for new PV customer connecting in 2039-40.   

66. Evoenergy has not explained the rationale for its assumed 0.1kW per year reduction in new 
PV static export limits.  However, from inspection of its modelling of CECV, we observe that 
its assumed curtailments from this source are much less than assumed inverter-related 
curtailments, as is shown in Figure 3.5. 

67. Evoenergy has applied the AER’s CECV, which has a declining trend, as shown in Figure 
3.4.   

Figure 3.4: Volume weighted average CECV 

 
Source: Evoenergy appendix 2.5, page 47 

68. The product of Evoenergy’s forecast of curtailment volumes and the CECV is shown in 
Figure 3.5.  While there is annual variability, the overall trend for this cost is relatively flat. To 
the extent that Evoenergy’s need relies on its assessment of future curtailment costs, this 
indicates that its analysis is largely driven by current and near-term forecasts and not by 
speculative assumptions regarding circumstances in the distant future. 

 
12  Evoenergy appendix 2.5, page 46 
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3.3.2 Our assessment of Evoenergy’s proposed solutions 
72. With ‘Option 1’ representing a ‘reactive’-based counterfactual, Evoenergy has considered 

two intervention options. Both involve the following enabling capabilities: 

• Increasing LV network visibility through obtaining and utilising increased LV data; 

• Network operations including IT systems for DOE/ VPP integration; 

• Enabling projects, including a community battery and voltage management 
(STATCOMS) to increase hosting capacity, as well as continuing to reactively address 
voltage issues through network measures as and where required. 

73. We consider that these represent reasonable interventions for consideration, though it is 
notable that Evoenergy’s business case does not include tariff reform15.  

74. The differences between options 2 and 3 revolve around timing and scale.  For example: 

• Option 2 targets obtaining data to provide visibility of 20% of its LV network, whereas 
Option 3 targets 50% data coverage; 

• Under Option 2, Evoenergy will offer DOE to customers with standalone batteries and 
customers installing new PV and will scale solutions as required whereas under Option 
3 Evoenergy will develop capability to offer DOE to all DER customers; 

• Under Option 3, Evoenergy will proactively target and resolve power quality issues, 
including with a larger rollout of community batteries and STATCOMS than under 
Option 2. 

75. We consider that Evoenergy’s Options 2 and 3 provide reasonable ‘bookend’ options. 

3.4 Assessment of Evoenergy’s cost benefit analysis 

3.4.1 Evoenergy’s CBA 

Overview 

76. Evoenergy engaged Cutler Merz to undertake a CBA, and which takes the form of an 
economic analysis projecting costs and benefits over 20 years.  Benefits considered in the 
analysis include: 

• Alleviated curtailment, which is valued using the AER’s CECV; 

• Avoided opex, such as managing complaints and applying tap changes to manage 
voltage; and 

• Avoided augmentation capex, to the extent that this would otherwise be required to 
increase hosting capacity or network capacity. 

77. Evoenergy notes that the proposed DER investment (i.e. Options 2 and 3) will also provide 
a number of other benefits, but which were not included in the quantitative analysis.   

78. From this analysis, Evoenergy identifies DER Readiness (Option 2) as its preferred option, 
on the basis that it assesses it to have a higher NPV than either the base case (Option 1) or 
Option 3.  Evoenergy states that Option 2 also had the greatest support through 
Evoenergy’s community consultation.   

Evoenergy’s CBA results 

79. The overall results from Evoenergy’s CBA ae summarised in Table 3.3, showing that Option 
2 has a positive NPV and Option 3 a negative NPV, relative to Option 1 (the base case 
counterfactual).   

 
15  Evoenergy appendix 2.5, page 55.  This is despite such reforms being covered in its Tariff Structure Statement. 
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Evoenergy’s proposed DER CBA our observation is only that the two forecasts appear to be 
inconsistent.   

Avoided opex benefit is likely overstated 

94. In its CBA Evoenergy treats the assumed increase in opex arising from customer complaints 
and the need for PQ-related tap changes, as a cost in its Option 1 base case.  In its 
assessment of Options 2 and 3, Evoenergy assumes that its proposed DER initiatives 
entirely avoid the increase in such costs.  In comparing Option 2 with the base case 
counterfactual, the assumed avoidance of the increase in complaint and tap changing costs 
presents as a benefit with a $13.7m PV.19  

95. We consider that this likely represents a significant overstatement of the benefit, noting that: 

• It is based on limited analysis of actual costs, with an ‘average cost per complaint’ of 
$5,891 that is heavily influenced by an unexplained almost-doubling of per-complaint 
costs between 2019 and 2020; 

• It assumes that increased complaint costs and increased tap change costs can be 
entirely avoided with DER and increased network visibility, and which has not been 
adequately justified; 

• The PV of this avoided cost derives from an assumed incremental cost that rises from 
around $120,000 in 2025-26 to close to $1.2m by 2035-36 and then to $2.9m by 2044-
45.  In other words, the PV of this avoided cost is strongly driven by costs assumed in a 
counterfactual 15 to 20 years out.  While a CBA requires assumptions to be made, there 
are considerable but inevitable challenges to extrapolate from limited historical data to 
what will be a radically different future.   

3.4.4 Assessment of the proposed DER costs 

Line-item costs are reasonable 

96. At a line-item level, we consider that the costs that Evoenergy has proposed are 
reasonable.  Other than the proposed community battery (which we discuss below), we 
observe that the only material capex item is just over  for IT systems for DOE/VPP 
integration.  Evoenergy makes provision for opex for ‘modelling and forecasting uplift’, 
consistent with the focus on network visibility and associated analytics. 

97. Evoenergy’s proposal involves utilising existing network data that it has available to it, 
augmented with smart meter data from 8% of its customers.  We consider this level is not 
unreasonably high and reflects a reasonable judgment by Evoenergy of requirements for 
DER readiness as opposed to a full DOE implementation. 

Evoenergy has provided insufficient evidence to support the proposed community battery 

98. The proposed community battery has a totex cost of  
 Evoenergy’s proposed DER-related expenditure.   

99. As shown in Table 3.5, this investment has a negative NPV.  We consider that it is 
separable from the remainder of Evoenergy’s proposed DER investment and that the 
remainder of the proposed DER program remains justified without it. 

There is insufficient evidence to confirm that the entire proposed opex represents a step 
change 

100. Evoenergy has proposed a step change that is equivalent to the entire level of opex that it 
has included for its DER program, commencing with an amount of $2.63m in 2024-25, and 
which is comprised of six line-items.  To the extent that Evoenergy was already incurring 
some of these costs in the base year that it has used in projecting its overall opex forecast, 

 
19  With WACC corrected, as descr bed above. From further review in the CBA, this benefit appears to be derived from 

improvements in network vis bility.  An ‘additional avoided opex’ benefit of $5.33m appears to be derived based on 
assumed uptake of DER, however the same issues listed below apply to both components.    
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these would need to be deducted from its proposed step change. Assessment of 
Evoenergy’s overall opex forecast is not within our scope and we therefore bring this to 
AER’s attention to consider as part of its overall determination.  

3.4.5 Assessment of the preferred option 

Selection of the DER Readiness option is justified 

101. Apart from the community battery, we consider that the other aspects of the DER Readiness 
option (Option 2) that Evoenergy has proposed are justified and that this option is 
preferrable to the base case (Option 1) and the Rapid Transition option (Option 3). 

102. We consider that Evoenergy’s DER Readiness option is a proportionate initiative that 
provides a reasonable path towards enabling ‘DSO’ type services where it is economic to do 
so and supporting increased DER during and beyond the next regulatory period.  We form 
this view having considered Evoenergy’s current and forecast levels of DER, information 
disclosed in its proposal regarding its ability to host DER as well as the implications for 
Evoenergy’s network of the ACT government’s Net Zero 2045 policy (mainly through EV 
uptake).   

103. We observe that Evoenergy’s DER Readiness strategy has relatively modest ambitions, and 
which we assume to be reflective of current needs.  However, we also observe that 
Evoenergy has proposed a significant augex program, which we review in section 4.  We 
consider that the proposed DER-related investments can potentially provide Evoenergy with 
greater opportunities than it has proposed, to test and deploy services including dynamic 
tariffs and ‘orchestrated’ behind-the-meter controls that will allow Evoenergy to meet future 
needs with materially less traditional network augmentation than would otherwise be 
required. 

3.5 Our findings and implications 

3.5.1 Summary of our findings 

The majority of the proposed DER expenditure represents a prudent and efficient 
allowance  

104. With the exception of the proposed community battery, we consider that Evoenergy’s 
proposed DER Readiness expenditure represents a prudent and proportionate approach to 
introducing DER management capabilities in the next regulatory period.  Other than in this 
regard, we consider that the proposed expenditure is reasonable. The proposed community 
battery involves capex and also a component of Evoenergy’s proposed opex. 

3.5.2 Implications for Evoenergy’s proposed expenditure allowances 
105. The proposed community battery contributes  to Evoenergy’s proposed capex and 

to its proposed opex step change. 

106. If any of Evoenergy’s proposed opex line items were represented by expenditure in its base 
year, then this would need to be deducted in accordance with AER’s base step trend 
methodology, in deriving a step change allowance from the overall opex requirement.    
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4.1.2 Evoenergy information provided 
113. Evoenergy has provided a listing of its proposed augex projects and their timings, together 

with information on drivers and its justification assessments.  The main relevant documents 
are: 

• Attachment 1: Capital expenditure 

• Appendix 1.15: Demand driven capital expenditure 

• Appendix 1.16: Network Development Plan 

• Appendix 1.17: Augmentation to achieve Net Zero 2045 

• Specific appendix documents and NPV analyses for proposed zone substation 
developments 

• Appendix 1.8: Capital expenditure deliverability 

• Appendix 1.4: Evoenergy Net Zero Modelling Journey (which comprises a report by 
Marsden Jacobs) 

• Evoenergy SCS capex model 

• Addendum 7.1.3: Draft 5-year electricity network plan 2024 (EN24) 

• Annual Planning Report 2022 
114. Evoenergy also provided further information in response to AER information requests.   

4.1.3 Evoenergy’s peak demand forecasts 
115. Evoenergy developed a peak demand forecast as key inputs to assessing the need for 

demand-driven augex, as shown in Figure 4.2.   

Figure 4.2: System historical and 12-year maximum demand forecasts 

 
Source: Evoenergy appendix 1.16: Network Development Plan, figure 22 

116. Evoenergy provided peak demand information at the zone substation level though, as we 
describe in section 4.2.1, our point of reference for our assessment of its proposed demand 
-driven augex is an alternative peak demand forecast provided to us by AER. 

4.1.4 Evoenergy’s Net Zero modelling (NZM) 
117. Evoenergy has provided a considerable amount of information on the NZM that it 

commissioned, and which includes long-term forecasting of the impact of various ‘Net Zero’ 
emissions scenarios to 2045.  Evoenergy states that its NZM indicates that to achieve net 
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zero by 2045, would require expenditure of the order of $743m over the 2024-29 regulatory 
period.23   

118. Evoenergy separately states that, from the NZM scenarios considered, it has adopted 
‘Scenario B: Realistic Electrification Ad Hoc’ as best representing its future requirements.  
We provide observations on the NZM information provided and its role in Evoenergy’s 
augex forecast, in section 4.2.3.  

4.2 Observations on augex demand drivers and 
Evoenergy’s augex forecasting inputs 

4.2.1 Peak demand forecast assumptions 

AER provided us with an alternative peak demand forecast to apply in our augex 
assessment and which is lower than Evoenergy’s forecast  

119. Evoenergy’s peak demand forecasts that it used as the basis for its proposed demand-
driven augex were provided in response to information request IR#07. 

120. Consistent with our terms of reference, EMCa was not asked to review Evoenergy’s 
demand forecast.  EMCa was, however, asked to advise AER on the implications for 
Evoenergy’s augex forecast if AER was to not accept Evoenergy’s demand forecast and to 
substitute an alternative forecast.   

121. At the time of drafting this report, AER has advised that it intends not to accept Evoenergy’s 
demand forecast and has asked us to assess Evoenergy’s proposed augex based on an 
alternative demand forecast that it has provided to us.24 We understand that AER’s 
alternative forecast makes adjustments for the peak demand impact of EV charging and 
removes or reduces residential/commercial/mixed development blockloads, other than a 
proposed Fyshwick to East Lake transfer. 

122. Both Evoenergy’s demand forecasts and AER’s alternative forecasts have been provided to 
us at a zone substation level, and comprise 10%, 50% and 90% POE summer and winter 
peak demand forecasts. Evoenergy’s forecasts are to 2034, while AER’s alternative forecast 
is to 2032.  In both cases, this allows us to take account of the lead time for projects in our 
assessment to meet the forecast peak demands beyond the end of the next RCP. 

123. Accordingly, we have considered the AER alternative peak demand zone substation 
forecasts in assessing the justification for Evoenergy’s proposed augex. In Figure 4.3 we 
show Evoenergy’s historical peak demand, together with the peak demand forecast that it 
has used as the basis for its demand-driven augex proposal, and AER’s alternative 
forecast.25 In the historical graphs and tables that follow, the Evoenergy demand forecast 
refers to that provided under IR#07 as above, and the AER ALT forecasts are the alternative 
forecasts provided to us by AER as defined above.  

 
23  Evoenergy Attachment 1, Capital Expenditure, page 15 
24  AER provided its alternative peak demand forecast in a spreadsheet labelled as ‘REU Alternative Blockloads’ provided by 

email on 6th July 2023.   
25  The Evoenergy demand forecast refers to that provided under IR#07 as above, and the AER ALT forecasts are the 

alternative forecasts provided to us by AER as defined above.  The winter 50% POE forecast is shown, since this drives 
capacity augmentation requirements for the majority of demand-driven augex that Evoenergy has proposed. 
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Figure 4.4: Daily EV charging profile (assumed for ‘realistic electrification’ scenario) 

 
Source: Evoenergy Appendix 1.17, Augmentation to achieve net zero 2045 

126. Evoenergy’s assumed charging profile reflects a considerably slower moderation of EV 
charging profiles than is evident, for example, in ACIL Allen and GHD’s advice to the ACT 
government, and which is reproduced in Figure 4.5.  By a similar end-point (i.e.  2045 
versus 2043-44) the ACIL Allen and GHD forecast suggests that there will be minimal 
charging during the convenience evening winter system peak window and considerable use 
being made of the ability to charge through ‘solar soaking’ during the middle of the day.   

127. We further observe that moderation of this profile is to a considerable extent linked to 
Evoenergy’s proposed DER initiatives that we have assessed in section 3. 

Figure 4.5: Weighted average combined time of day ZEV charging profile (kW/car) 

 
Source: ACIL Allen and GHD: Economic and technical modelling pf the ACT electricity network (April 2022) figure 140  

128. From inspection of these graphs, and also through reference to information that is provided 
in the ACIL Allen report to the ACT government on the projected contribution of EVs to peak 
demand,26 we consider that Evoenergy’s assumptions on the peak demand contribution of 

 
26  For example, figure 106 in the ACIL Allen/GHD report 
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EVs was considerably overstated.  In communication with the AER, Evoenergy 
subsequently provided a revised and considerably reduced EV peak demand forecast. 

129. We understand that Evoenergy’s reduced EV peak demand forecast is based on the same 
forecast of EV uptake in the ACT as it used for its regulatory submission augex forecast; 
therefore, we assume that the reduced forecast reflects a greater extent and rate of 
moderation of EV charging profiles, for reasons such as we have observed from our 
assessment as described above.  Such moderation implies measures including tariff-driven 
behavioural change in charging patterns and perhaps a degree of control and orchestration; 
in other words, this will be enabled by programs that are broadly described under the 
heading of DER and/or DSO initiatives, which Evoenergy has proposed and which we 
largely accept as reasonable, as we describe in section 3.  The potential to moderate EV 
charging impacts to the extent that Evoenergy now indicates, further demonstrates the 
benefits that can be obtained from a well-focused DER program.   

130. In short, we consider that Evoenergy’s revised EV peak demand forecasts reflect the same 
degree of support to ACT government’s Net Zero policy that Evoenergy identified as a 
significant driver in its regulatory proposal; specifically, Evoenergy would be able to support 
the same level of EV uptake over the period and the extent to which gas churn occurs.  The 
reduced peak demand forecast suggests that Evoenergy has determined that it can 
accommodate changes in usage resulting from ACT government’s Net Zero policy in ways 
that result in less impact on its network and therefore less cost to consumers. 

131. In Figure 4.6 we present Evoenergy’s original and revised EV peak demand forecasts.  We 
understand from AER that the ‘AER ALT’ alternative non-coincident aggregate peak 
demand forecast (as shown in Figure 4.3) incorporates Evoenergy’s revised EV peak 
demand forecast which is (by 2030) 54% less than the original forecast that it provided.27   

Figure 4.6: Evoenergy’s original and revised forecasts of EV contribution to peak demand  

 
Source: EMCa analysis workbook Forecasts_ZSandsystem_REUreview_withALTBlockLoadForecasts 15467204 (EV Block loads 

sheet, winter) 

132. Consideration of the EV load forecast information above in conjunction with the alternative 
demand forecast presented in Figure 4.3 also raises doubt over Evoenergy’s assertions that 
its proposed significant increase in augex in the next regulatory period is in response to ACT 
government’s Net Zero policy.  As can be seen in comparing the scale of Figure 4.3 with 
that shown in Figure 4.6 above, the impact of the 54% (by 2030) lower revised EV-driven 

 
27  The adjustments have been made at the zone substation level and reflect individual ZS geographic differences in EV 

uptake that Evoenergy expects.  
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peak demand forecast is small relative to the impact on the demand forecast of AER’s 
alternative assumptions regarding non-EV block loads.   

4.2.3 Consideration of Evoenergy’s Net Zero Modelling 

Evoenergy’s augex forecast is based on a traditional bottom-up approach in defining 
specific projects, and we have assessed its forecast on the same basis  

133. Evoenergy states that its augex forecast is from a combination of its ‘top-down’ NZM and 
bottom-up forecasting. Its forecasting approach is described in its Network Development 
Plan28 and in the submission document describing derivation of its proposed demand-driven 
capex,29  both of which provide evidence of planning at a zone substation level and of 
feeder and LV planning that we would tend to describe as applications of a traditional 
bottom-up approach. This is also consistent with the statement in its RP that ‘(o)ur proposed 
2024-29 capex program has been informed by, not based on, the net zero model….’30  

134. We have assessed Evoenergy’s augex forecast on the basis of the ‘traditional’ approach 
that Evoenergy has applied, and which we consider to be appropriate. 

The role of the NZM in informing Evoenergy’s augex forecast for the next RCP is less clear 
but we consider that it has led Evoenergy to overstate the implications of its proposal for 
its longer-term augex requirements  

135. The NZM that Evoenergy commissioned provides potential insights into the scenarios that 
could eventuate.  This includes: 

• Potential EV uptake scenarios; 

• Assumptions regarding EV charging profiles; and 

• Assumptions regarding the implications of gas churn, and which is assumed to have 
minimal net impact over the next regulatory period.  

136. It is not clear what Net Zero-related augex implications for the next RCP Evoenergy 
deduced from the NZM.  The NZM suggests total electricity capex requirements for 
Evoenergy of $607.5m in 2024-2931, though in the RP a figure of $0.75 billion is referred 
to.32 We understand that this is an estimate of total capex for which Evoenergy has 
proposed $577.5m in the next RCP and it is presumably from this comparison that 
Evoenergy states that its NZM ‘suggests that to achieve net zero by 2045, we will require in 
the order of an additional $220 million in the 2024-29 period.’ 33  

137. However, we consider that some of the implications suggested by the NZM are misleading.  
For example: 

• We would expect that the NZM would primarily encompass demand-driven augex 
requirements, with some implications for power quality-driven augex. However, 
Evoenergy does not seek to reconcile between the $76.3m of its proposed augex that it 
designates as being driven by ‘Net Zero’, or the $161.5m that it proposes as ‘demand-
driven’, and the forecasts of aggregate capex requirements in its NZM. For example, 
section 6.3 of Evoenergy’s Network Development Plan (NDP)34 describes its ‘validation 
and context’ of its cross-check against the outcomes of the NZM but does not include 

 
28  RP Appendix 1.16 
29  RP Appendix 1.15 
30  RP, page 25 
31  Evoenergy Appendix 1.4, page 50 (table 10) 
32  RP, page 25 
33  RP page 26.  This appears to be an approximation of the difference between $0.75 billion and $521m, though we note 

that the latter figure is net of capital contributions. The gross capex of $577.5m is shown on page 55 of the RP.  
34  Evoenergy Appendix 1.16, Network Development Plan (January 2023) 
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any quantitative comparison other than to note that its total proposed capex is less than 
‘scenario B’ of its NZM.35 

• Evoenergy states that the difference in winter peak demand from NZM is within 8% of its 
own bottom-up forecasting, by 2033/34.36  However, we note that this represents around 
two years of proposed growth, and which therefore materially affects the required timing 
of projects proposed within a 5-year regulatory period; 

• In its NZM, Evoenergy provides cost benefit analysis which includes a VCR-based value 
of unserved energy (USE) for what is assumed to be an inability to provide for load 
growth, for which it posits that the dominant cause is EVs.  The NZM estimates these 
USE costs as rising steeply to $16.7m in 2032 under the medium EV uptake scenario 
that forms the basis of Evoenergy’s submission, and $542m in 2032 under the high EV 
scenario.  We consider that VCRs are inappropriate measures in this instance, because 
of the relative ease with which timing of EV charging can be shifted; that is, an inability 
to charge an EV at a particular time will for the most part (and assuming that it can be 
charged at an alternative time) have a much lower cost to a consumer than complete 
loss of supply to a household. 

• From NZM estimates of a need for between $1.8bn and $2.4bn of expenditure above 
BAU levels up to 2045,37 Evoenergy raises concerns about risks to planning, 
deliverability and operations if it was to undertake a lesser amount of augex than it has 
proposed in the next regulatory period.38  Whilst future deliverability and the uncertainty 
of future requirements beyond the next regulatory period are undoubtedly factors to 
consider, the spectre of risks of this magnitude is weakened by the relatively poor 
calibration of the NZM against Evoenergy’s bottom-up NZM-driven assessed augex 
requirements. 

• The impact of EVs on augex requirements is heavily dependent on assumptions 
regarding charging profiles, and there is a strong interaction between these 
assumptions and assumptions regarding ‘DER/DSO’ mechanisms and also technology 
assumptions (such as with regard to behind the meter battery costs and vehicle-to-
home and vehicle-to-grid capability of EVs).  While there is no definitive path for these, 
especially when forecasting over periods of 20 to 25 years, we consider it likely on 
balance that a range of innovations will allow Net Zero policies to be achieved with 
lower levels of traditional network augex investment than might currently be apparent.  
In the NZM, we searched for, but did not find, any reference to the dynamic services / 
DSO / DER initiatives that Evoenergy is proposing to ready itself for during the next 
RCP. As is intended by its DSO/DER strategy, these should significantly moderate the 
level investment that it may need to incur in accommodating increased electrification 
within the territory in the subsequent years.    

138. In summary therefore we consider that, while it is useful to have mapped out ‘scenario’ 
considerations in the NZM analysis, it is appropriate that Evoenergy has in this case relied 
on traditional assessments of its augex requirements.   

4.3 Our assessment of proposed Zone Substation projects 

4.3.1 Evoenergy’s proposed zone substation and related projects 
139. Evoenergy has proposed expenditure totalling $75.33m on zone substations and including 

works associated with those substations.  The projects are shown in Table 4.3 and our 
assessment of these substation projects follows. 

 
35  This refers to a figure of $0.61 billion, in table 2 of Evoenergy’s NDP 
36  Evoenergy appendix 1.14, page 5 
37  Evoenergy appendix 1.17, page 7 
38  Evoenergy appendix 1.16, page 26 
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144. The emergency 2-hour rating is set at the MVA level that, following an N-1 contingency 
event,41 would allow remaining assets to be loaded to their 2-hour emergency rating for that 
limited time.  Therefore, the emergency 2-hour rating is a higher value than the continuous 
rating allowing time for the event to be managed. We consider that the use of Evoenergy’s 
ratings is appropriate for establishing the timing and level of emerging constraints on 
network assets. We have used this method for testing the results under the alternative 
forecast that AER provided to us.  

145. To support its proposal, Evoenergy identified several drivers for the need and timing of 
investment in specific zone substations and feeders. These drivers include the forecast 
exceedance of loading on existing zone substations and feeders, and the timing of 
residential, commercial and public greenfield developments, which will require new feeders 
to be installed. 

146. The timing for the commencement of new zone substation and feeder investment can be 
triggered by a single new greenfield development, if it cannot be supplied from an existing 
zone substation and feeder, or if it is uneconomic to do so. 

147. Whilst use of alternative demand forecasts may indicate that the timing of augmentation 
could be deferred, full confirmation of the appropriateness of such deferral would need to be 
considered through network engineering assessments. For example, deferring 
commissioning of a new zone substation could lead to unmanageable constraints at a 
feeder level.  While we have sought to understand implications to the extent that they are 
evident in Evoenergy’s information provided, our assessment does not include engineering 
assessment at this level of granularity, therefore implications of alternative demand 
forecasts for feeders are necessarily indicative only.  

4.3.3 Additional transformers at Molonglo substation and associated 
Molonglo ZS feeder works 

Evoenergy’s proposal 

148. The proposed augex in the 2024-2029 RP includes two 132/11kV 30/55 MVA transformers 
that will be installed at the existing Molonglo ZS site which has been prepared for the 
transformer installation during the current regulatory period. This project forms part of a 
planned multi-stage development for the supply to loads in the Molonglo Valley.  The 
transformers are to be installed in stages 2 and 3 of the overarching zone substation 
development: 

• Stage 2 – first transformer installation has commenced in the current RP with 
completion targeted for winter 2025; 

• Stage 3 – second transformer to be installed in 2029. 
149. Evoenergy has undertaken several related feeder projects to support the Molonglo Valley 

load during the current RCP.  However, Evoenergy considers that further extensions to the 
11 kV feeder network will not provide feasible solutions to meet the forecast load.  The final 
stage (stage 3) includes a second transformer installation in 2029. 

150. The completion of Stage 2 is estimated to cost $7.1 million, with the balance of $4.1 million 
being for Stage 3. 

151. Evoenergy has determined that: 42 

‘..the remaining capacity of the existing zone substations and 11 kV feeder network 
supporting the Molonglo Valley District is significantly below the level required to meet 

 
41 To meet N-1 requires that peak demand can be met with an appropriate level of backup should a credible contingency event 

occur. A cred ble contingency event is the loss of a single network element that occurs sufficiently frequently, and has 
such consequences, as to justify the DNSP to take prudent precautions to mitigate. This is commonly referred to as an N-
1 event. 

 
42  Evoenergy Appendix 1.18 Molonglo Zone Substation Project Justification Report, page 3 
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the forecast load during the 2024-2029 regulatory period, which is expected to reach 
36.4MVA by 2029.’ 

152. The additional capacity at Molonglo ZS will allow load to be transferred from the Woden 
substation which Evoenergy’s ZS data43 indicates could exceed its summer emergency 2-
hour rating in 2033 and winter emergency 2-hour rating in 2031. 

153. Evoenergy has also determined that by 2027 the installed transformer capacity at Molonglo 
ZS will be insufficient to meet demand under an N-1 scenario (e.g., failure of the first 
transformer).  At this point Evoenergy considers that the Stage 3 investment will be required 
to provide N-1 contingency for the first 55MVA transformer. 

Our assessment 

With the alternative demand forecasts, the second transformer at Molonglo will not be 
required in the next RCP 

154. We consider that Evoenergy has demonstrated that: 

• The modifications to its existing feeder network have enabled it to defer augex during 
the current RCP; 

• Through a RIT-D process, it has extended the need for completion of Stage 2; 

• It has reasonably identified that a staged transformer option is appropriate to meet 
future demand growth in the Molonglo Valley. 

155. However, the timing of the need for the transformer installations is determined by the 
demand forecast that is applied. When the AER’s alternative demand forecasts are applied 
to the load area (as indicated by the Woden ZS loading) we consider that the need for the 
installation of the second transformer (stage 3) can be deferred beyond 2030, as is 
illustrated in Figure 4.7.44 

Figure 4.7: Woden substation capacity assessment – winter period 

 
Source: Forecasts ZSand System REU review with ALTBlockLoadForecasts. 

156. Feeder loadings in Evoenergy's Base Case assessment for Molonglo ZS are shown in 
Figure 4.8.  Note that following the completion of Stage 2, Evoenergy concludes that there 

 
43  EMCa analysis of Evoenergy ZS data, forecasts_ZSandSystem_REUreview_withALTBlockLoadForecasts (EMCa 

summary) v2 (final AER DF) 
44  The demand forecast labelled as ALT is the AER’s alternative forecast 
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will be sufficient capacity to delay the installation of Stage 3 to 2029.  Therefore, the shortfall 
in capacity identified in the table below would change with completion of Stage 2. 

Figure 4.8: Evoenergy’s existing feeder capacity assessment in Evoenergy’s base case option for Molonglo ZS 
investment  

 
Source: Evoenergy Appendix 1.18, Page 8 

157. We considered whether  the changes in feeder loadings in Figure 4.8 could provide an 
indication of the level of demand increase that, post the completion of stage 2, could trigger 
the required timing of Stage 3. To do this we calculated the difference between 2027 and 
2029 combined feeder demand values. This identified the step change in feeder loadings 
occurring between 2027 and 2029 under Evoenergy’s demand forecast.  The calculation 
gives an increase of 6.9 MVA (summer) and 11 MVA (winter) as the potential trigger for 
Stage 3.   

158. The level of decreases in demand that we calculated by applying the AER’s alternate 
demand forecast to the Woden zone substation suggest that a similar proportional reduction 
applied to the four feeders, would be sufficient to defer Stage 3 expenditure to beyond the 
2024 – 29 RCP. 

159. The above analysis is based on the limited information provided by Evoenergy. This 
includes the lack of information available to us on specific feeders and their associated 
loadings supplying the Molonglo area post the commissioning of stage 2. While the 
information above provides a first-pass indication, detailed network analysis would be 
needed to definitively establish the stage 3 need date under the AER’s alternative demand 
forecast. 

160. In addition to the installation of the two transformers, Evoenergy has included $3.3 million 
expenditure for the installation of new 11kV feeders in its proposed augex for the next RCP.  
The feeders will connect new growing suburbs to the Molonglo substation.  Due to the 
limited granularity of the demand forecasts available to us, and limited information of the 
loads intended to be serviced by the new feeders, we are unable to determine the potential 
for deferral of the feeder installation dates under the AER’s alternative demand forecast.   

4.3.4 Proposed Strathnairn substation and associated Strathnairn supply 
works 

Evoenergy’s proposal 

161. Evoenergy has proposed the establishment of a new zone substation at Strathnairn and 
associated feeders (Strathnairn to Latham), to be constructed in two stages commencing in 
2024 with completion in 2032.  Estimated cost for completion of the works is $20.75m with 
$19.04m for the zone substation and $1.17m for 11kV assets being incurred in the 2024-29 
RCP. 

162. The Strathnairn ZS is claimed to be needed to meet the forecast demand related to major 
development areas of Ginninderry, Strathnairn and Macnamara and two additional suburbs 
in the ACT and NSW. 

163. The existing 11kV feeder network, the Latham and Belconnen Zone Substations, and a 
demand management scheme, have been used to meet current load over the 2019/24 RCP.  
Evoenergy has determined that the current network capacity, including demand 
management, will be insufficient to stay within feeder thermal limits at N-1 beyond mid-2027. 
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164. Through its options analysis Evoenergy concludes that continuing to use feeder extensions 
to meet the forecast increase in demand is no longer viable and has determined that the 
proposed new zone substation development option at Strathnairn has the lowest cost and 
highest NPV.  A grid battery option that Evoenergy considered, was relatively close on both 
cost and NPV and Evoenergy intends to test a battery ZS deferral option through a RIT-D.  

Our assessment 

It is reasonable to assume that the Strathnairn zone substation and associated feeders will 
be required in the next RCP  

165. The need for additional capacity was based on Evoenergy’s demand forecast.  We have 
assessed the potential under the AER’s alternative demand forecast for movement in the 
timing date for completion of the Strathnairn ZS, and to defer the associated expenditure.   

166. We consider that the application of the AER’s alternative demand forecast to the Latham 
and Belconnen zone substations has no implications for the need or timing for this project.  
This is because the primary driver is the forecast exceedance of emergency 2-hour ratings 
on existing feeders. 

167. Based on our assessment of the feeder loading forecasts at Strathnairn provided by 
Evoenergy and which we reproduce in Figure 4.9, the alternative demand forecast would 
need to result in deferral of the project by at least four years. This would require a reduced 
feeder demand to defer a material proportion of the proposed expenditure beyond the next 
RCP. 

Figure 4.9: Evoenergy’s feeder capacity assessment for Strathnairn ZS 

 
Source: Evoenergy Appendix 1.19, Page 10 

168. Given that the bulk of the expenditure on this project is expected to be incurred in the first 
three years of the next RCP it is unlikely that changes in the demand forecast would move 
material sums to the next RCP. We also note that Evoenergy has indicated that the need for 
the ZS and feeder investment is primarily to accommodate greenfield growth.   

169. Given the above, the proposed expenditure on the feeder supply projects 20009665 Supply 
to Strathnairn feeder and 20001961 Supply to Strathnairn from Latham ZS, would also be 
required. 

170. The alternative demand forecast could change the options analysis outcome e.g., making 
the battery the lowest cost and highest NPV option.  Also, we note that Evoenergy 
considered an option to transfer load from Weir to O’Loghlen feeder to potentially defer the 
need date for Strathnairn ZS.  This option was dismissed due to the expected ‘other 
projects’, demand associated with Net Zero initiatives, and EV charging load.  A lower 
demand forecast could potentially make this option viable but would be unlikely to defer 
expenditure to beyond the 2024-2029 RCP. 

4.3.5 Proposed Curtin substation and associated 132kV cable 

Evoenergy’s proposal 

171. Evoenergy proposes to construct the Curtin substation and a 132kV interconnecting 
underground cable between Curtin ZS and Woden ZS. The proposed expenditure in the 
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addressed if the Curtin development is deferred and on balance we consider that a similar 
portfolio of feeder projects would likely be required. 

4.3.6 Proposed Mitchell substation early works 

Evoenergy’s proposal 

185. Evoenergy proposes to commence preliminary work during the next RCP to allow it to 
subsequently construct a new ZS at Mitchell. The proposed expenditure in the next RCP is 
$2.20m covering early works for the project. 

186. Evoenergy considers that the project is required to meet growth in Mitchell and North 
Canberra, including Net Zero-related demand on its network. It is intended that the Mitchell 
ZS will allow future load transfers that relieve future constraints at the City East ZS. 

187. This project will require subtransmission augmentation to connect the zone substation. 
However, expenditure for this is not included in the proposed augex. 

Our assessment 

With the alternative demand forecasts, the proposed early works for Mitchell substation 
will not be required in the next RCP 

188. The need and timing for additional capacity was established by Evoenergy based on its 
demand forecast. As for other zone substation augex projects we have considered, changes 
in the demand forecast have the potential to move the timing date for completion of the 
Mitchell ZS. 

189. Under Evoenergy’s demand forecast the rating of the City East ZS would be exceeded in 
2030. However, when we apply the AER’s alternative demand forecast to the City East ZS, 
we find that the load would not exceed its Emergency 2-hour rating until sometime beyond 
2032 (being the limit of AER’s alternative demand forecast). 

Figure 4.10: City East rating assessment – Winter period 

 
Source: Forecasts ZSand System REU review with ALTBlockLoadForecasts  

190. We conclude that adoption of the AERs alternative demand forecast as the basis for 
determining the commencement date would defer the necessary commencement of this 
project and associated expenditure beyond the next RCP. 

191. We note an error in Evoenergy's Options 1 and 2 in the table provided on pages 26 and 27 
of Appendix 1.17. A corrected table is provided in Table 4.6, which shows the correct total 
for Option 1 if the contributing yearly values are correct as $1.77 million, and not $2.20 
million. 
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Figure 4.11: Gold Creek loading assessment – Summer peak demand 

 
Source: Forecasts ZSand System REU review with ALTBlockLoadForecasts  

201. All demand forecasts and loading assessments indicate the current need to install the third 
transformer.  Also, the RIT-D that was undertaken by Evoenergy indicated that non-network 
options are unavailable to manage any further delay. 

202. We note that accepting the need for the Gold Creek ZS expenditure removes the need to 
bring forward commencement of the Mitchell ZS project. 

4.4 Our assessment of projects that Evoenergy identifies 
as driven by ACT’s Net Zero policy 

4.4.1 Proposed zone substation projects that Evoenergy links to ACT 
government’s Net Zero policy 

Proposed Net Zero projects 

203. Evoenergy has designated the Curtin and Mitchell zone substations ($19.31m and $2.20m 
respectively) and the Woden to Curtin underground cable project ($8.52m) as being 
required to support ACT government’s Net Zero policy. We have discussed our assessment 
of these projects in section 4.3. 

204. Evoenergy has also listed three upgrade programs and a number of supply projects as 
being required to support the Net Zero policy.  Taking the zone substation projects above, 
together with the upgrade projects listed in Table 4.7 and the supply projects listed in Table 
4.8) these proposed Net Zero policy projects sum to $76.3m capex over the period.  

205. Evoenergy provides information that is relevant to our assessment of the zone substation 
and upgrade projects, and which reasonably aligns with our assessment of these projects.  
We present this information below.  
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proposed works for distribution substation upgrades and LV circuit upgrades (with cost 
reductions of $5.13m and $2.87m respectively) with a lower EV peak demand forecast. 

With the lower EV peak demand forecast inherent in AER’s alternative demand forecast, 
the LV and distribution substation upgrade programs are not required in the next RCP 

210. Evoenergy proposes targeted upgrades to distribution substations in areas aligned with the 
medium and high EV uptake. Evoenergy states that the requirement varies significantly in 
scope and scale (and therefore cost) between each scenario.49  

211. In its Appendix 1.15 Evoenergy states that further information on this program is given in 
App 1.17, however we were unable to find additional information of relevance in that 
document. In several places the documents supplied by Evoenergy explain that the need for 
distribution substation augmentation and low voltage circuit augmentations are identified 
due to the likely impact of EV chargers and growing gas conversions. However no further 
detail on the types and locations for these projects has been provided. 

212. We identified no information demonstrating how Evoenergy determined its $5.13m forecast. 
The proposed expenditure is not identified against any specific work that could be subject to 
evaluation and appears to be a contingency allowance. The expenditure on the distribution 
substation upgrade program would change, for example if assumptions on the EV demand 
related to charging profiles changes. As Evoenergy’s low EV uptake scenario has no 
expenditure for distribution substation upgrades and as this scenario is inherent in AER’s 
alternative peak demand forecast, this augex item is not required. 

213. For similar reasons, and consistent with Evoenergy’s own analysis of a ‘low EV’ demand 
forecast scenario, the LV upgrade allowance is also not required in the next RCP. 

The proposed allowance for zone substation reactive plant appears to be a contingency 
provision that Evoenergy has not adequately justified 

214. Evoenergy is expecting to experience deterioration of power quality at zone substations due 
to the forecast penetration of DER (primarily rooftop solar). Evoenergy states that the Gold 
Creek Zone Substation has already experienced this issue and anticipates that reactive 
plant may be needed at other zone substations. However, this has yet to be subjected to 
detailed analysis and no details were provided on the specific investments needed or 
locations. 

215. The proposed expenditure appears to be a contingency for issues that could arise from 
increasing rooftop solar. Assumptions underpinning the magnitude of this issue would be 
needed to support inclusion in the proposed augex. Absent justification of this nature, the 
proposed generic allowance does not meet the requirements of the NER. 

4.4.3 Net Zero-related supply projects  

Evoenergy’s proposal 

216. Evoenergy has proposed the supply projects shown in Table 4.8, and which it has 
designated as being required in order to support the ACT government’s policy of Net Zero 
by 2045.  Evoenergy explains these projects as being largely driven by the need to cater for 
increasing EV uptake. 

 
49  Evoenergy Appendix 1.15, page 23 
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network. This aligns with the strategies presented in Evoenergy’s Annual Planning Report 
and its Draft Portfolio Strategy for Secondary Systems. 

232. The proposed projects indicate the continuation of an established strategy. The proposed 
expenditure does not appear out of step with historical spend indicated in the APR and 
appears to be consistent with the established strategic approach. 

4.7 Our assessment of proposed reliability and quality 
expenditure 
Evoenergy’s proposal 

233. Evoenergy proposes $12.31m reliability and quality capex for the 2024 – 29 RCP. This is 
$5.31m above the regulatory allowance for the 2019 – 24 RCP, as is shown in Figure 4.12. 

Figure 4.12: Actual and forecast reliability and quality capex ($m2023/24) 

 
Source: Insert-source-details ,Evoenergy Attachment 1, to regulatory submission, Figure 19, Page  48 

234. A list of the proposed reliability and quality projects is provided in Table 4.13.  
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4.8 Deliverability 
Evoenergy’s proposal 

239. Evoenergy provides information on its capex deliverability approach in Appendix 1.8 to its 
RP.  In summary, Evoenergy’s approach relies on: 

• Optimising its end-to-end works planning processes; 

• Attracting and retaining key staff; 

• Flexible sourcing approaches; 

• A refined procurement approach; 

• Leveraging technology to facilitate delivery efficiency; and 

• Effective stakeholder engagement to maintain ‘social licence’ for its works program. 

Our assessment 

Evoenergy did not provide compelling evidence that it would be able to scale up its 
delivery capability sufficiently to be able to deliver its proposed augex program 

240. We consider that Evoenergy’s deliverability approach contains the appropriate elements for 
works delivery. However, our discussions with Evoenergy at our onsite meeting exposed the 
challenges that Evoenergy already faces, and which would be magnified if it needed to 
scale up its augex program to the level that it has proposed. For example, Evoenergy 
referred us to the significant challenges that it faces in attracting and retaining both staff and 
the contractor pool that it requires, given its location and the relatively small size and lack of 
continuity of its works program, compared with neighbouring DNSPs.  

241. We concur with these concerns. Both from review of its deliverability approach 
documentation and from discussions with Evoenergy at our onsite meeting, we consider that 
Evoenergy did not provided sufficiently compelling evidence of its ability to implement the 
suite of changes that would be required to deliver an augex program that, by the end of the 
next RCP, would be over four times greater than its current annual spend. 

A lower augex investment will ameliorate deliverability risks 

242. With the lower augex requirement that we have assessed in the current section, 
Evoenergy’s deliverability challenges will clearly be much reduced, though we consider 
them to be still significant and the projects challenging to complete.   

4.9 Our findings and implications for Evoenergy’s 
proposed augex 

4.9.1 Summary of our findings 

Based largely on our consideration of AER’s (lower) alternative peak demand forecast, 
Evoenergy’s proposed augex is overstated  

243. After taking into account the lower demand forecasts that AER has asked us to assume, 
Evoenergy’s required augex within the next RCP will be considerably less than it has 
proposed.  The lower demand forecast will allow it to defer to the following RCP the 
significant amount of expenditure that it proposed in the final years of the regulatory period, 
some of which was to meet expected further demand growth in the years immediately 
following.   

244. Our assessment of a lower augex requirement is directionally consistent with Evoenergy’s 
own assessment of the impact on its requirements based on a lower peak demand impact 
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from EV charging. However, our assessment indicates further project deferments based on 
the still-lower aggregate demand forecast that AER asked us to base our assessment on.    

Evoenergy provides sufficient evidence to support its choice of augex options 

245. Evoenergy has provided adequate evidence to support its choice of augmentation options 
for a given peak demand forecast, for regulatory allowance purposes. The processes 
demonstrated in Evoenergy’s documentation give us reasonable confidence that Evoenergy 
will select appropriate options at the time when it makes investment decisions, and that this 
will take account of any improvement opportunities that may be available at that time. 

The level of augex that Evoenergy has proposed for the next RCP is more than is required 
to contribute to ACT government’s policy of Net Zero by 2045   

246. We do not see evidence to support Evoenergy’s claim that it requires an increase in augex 
of the extent that it has proposed, in order to support the ACT government’s Net Zero policy.  
We see little evidence to suggest that Evoenergy has taken account of the opportunities that 
its proposed DER investment will provide and which, if properly harnessed, can allow it to 
accommodate the impact of the ACT Net Zero policy without undertaking unnecessary 
expansion of its distribution network.  This includes assumptions that overstate the peak 
demand impact that EV charging should have, if properly managed, and which we 
understand are accounted for in AER’s alternative peak demand forecast.  

A lower level of augex than Evoenergy has proposed should not jeopardise its role beyond 
the next RCP in supporting the ACT government’s Net Zero policy 

247. Based on an overstatement of requirements in the Net Zero modelling, which does not 
calibrate well to Evoenergy’s traditional planning assessment, we consider that Evoenergy 
has overstated the risk of a potential bow wave of expenditure if augex to the level that it 
has proposed, is not undertaken in the next RCP. Experience of increasing EV uptake, PV 
uptake and electrification and experience of ways to manage and moderate their respective 
impacts, will provide a firmer base of knowledge from which Evoenergy will be able to better 
assess its subsequent requirements in order to provide the necessary network support to 
the ACT government’s Net Zero 2045 target.   

4.9.2 Implications of our findings for proposed expenditure 

Summary of implications 

248. We summarise the implications of our findings as follows: 

• We consider it unlikely that Molonglo stage 3, Curtin substation or the early works on 
Mitchell substation will be required within the next RCP.  Consequently, we consider it 
unlikely that the proposed Woden to Curtin underground cable will be required or the 
new feeder to supply from Molonglo substation. 

• We consider that few, if any, of the proposed Net Zero projects are required within the 
regulatory period.  This includes the Net Zero supply projects (with the probable 
exception of Canberra CBD feeder 1) and the proposed provisions for distribution 
substation upgrades and LV circuit upgrades.   

• Evoenergy has not adequately justified the proposed allowance for ZS reactive plant. 
249. Based on AER’s alternative demand forecast, allowance for some remaining (i.e.  non-Net 

Zero driven) supply projects may not be required.  However, identifying these would require 
consideration of specific block loads, feeder loadings and network planning-level 
consideration of switching opportunities.  On balance we consider that it is reasonable to 
retain this element of the proposed allowance and we have not made such adjustment in 
our alternative forecast.  

250. We consider that the community battery (under power quality and reliability) is not required.  
251. We have not proposed adjustment to secondary systems expenditure.   






