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1.1 Our revised total capex forecast is required to achieve the 
capex objectives 

The capex objectives in the NER require the AER to consider our forecast from a total capex 
perspective, including in relation to the capex criteria. This involves a wholistic assessment 
of not just what we have included in our forecast, but also what we have excluded.  

Our customers have told us that they want Ausgrid to respond to the impacts of climate 
change, invest in new digital technologies and find ways to efficiently and reliably integrate 
CER and electric vehicles into our network. These are new drivers of investment that could 
have led to a step change in our total capex in the 2024-29 period. Yet to support customer 
affordability, we have actively sought to accommodate new and emerging areas of 
investment by avoiding or otherwise deferring ‘traditional’ areas of expenditure. Proof points 
that demonstrate this, include: 

• Period-to-period capex in our Revised Proposal is 2% lower;  

• Traditional network capex (repex, network growth and OTI) will be 17% lower under 
our Revised Proposal compared to the current 2019-24 period; and 

• Repex, which makes up 43% of our total capex, will be 13% lower under our Revised 
Proposal and is 36% lower than the AER’s Repex Model efficiency threshold. 

The efficiency of our forecast at the total level, through prudent exclusions and efficiency 
savings, can be quantified for illustrative purposes using top-down metrics. As noted above, 
our ‘traditional’ network capex (repex, network growth and OTI) of $1,723 million in the 2024-
29 period is 17% lower than in the current 2019-24 period ($2,082 million). To put into 
context, this proposed period-to-period reduction in traditional areas of network investment 
($359 million) is more than the combined cost of our forecast climate resilience, CER 
augmentation, cyber and ERP programs, as shown in Figure 4.  

Figure 4 Reductions in traditional areas of capex versus new areas of focus 

 
 
Further, we have made multiple reductions to our forecast in response to AER feedback. 
These reductions stretch across our total capex forecast, including a $63 million reduction to 
repex for lower dedicated mains unit costs, a $10 million reduction for CER augmentation 
and a $80 million reduction to our climate resilience program. A summary of our response to 
the AER’s Draft Decision, with savings totalling $193 million relative to our Initial Proposal, is 
set out in Figure 5.
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The option that unlocks the greatest net benefits for customers is option 3. The capex 
associated with this option prioritises the most effective CER augmentation to reduce the risk of 
interruptions cause by EV take-up in the 2024-29 period. The significant benefits associated 
with it, reflects the broader consequences for customers on a feeder when an outage is 
triggered by EV charging without sufficient capacity.  

During our Voice of Community Panel engagement residential customers gave us clear support 
for proactive investment that meets network performance expectations and provides a greater 
choice of low cost, zero emission energy solutions. They indicated that even if they could not 
make investments in CER they had aspirations to invest in CER in the future. Customers 
supported investment in line with those future aspirations. Option 3 meets our customers’ 
expectations by targeting proactive investment where it is needed most, a result of our 
modelling approach that explored the relationship between EV ownership and key factors such 
as dwelling type, access to charging and wealth. As with rooftop solar investments, even with 
macroeconomic cost of living factors weighing more heavily on customers, they still supported 
CER integration investments due to its ability to support customers’ desire for a net zero future.   
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5.2 Program/project level analysis 
In this Revised Proposal we have improved the articulation of the program logic to build clearer 
linkages to how each of the investments delivers on the program outcome. How our proposal 
fits together is set out in Figure 27. A high level summary of each project is also set out below, 
with significant more detail set out in Attachment 5.5 – Climate Resilience Business Case.  

Figure 27 Climate resilience investments and customer outcomes 

 

A summary about how each project has been strengthened is below:  

• The Network Resilience Project (A) has been strengthened by providing the AER with 
both our top-down and end-to-end modelling, which provided transparency of the 
assumptions made. We have also responded to affordability concerns by staging 
investments within four regulatory periods enabling the most compelling climate 
adaptation investments to be made in this period.  

• The Bushire Resilience Project (B) was partially endorsed by the AER’s Draft Decision, 
and we have made it clearer in this Revised Proposal that the supporting investment in 
processes to enable build back better protocols are incremental costs required to deliver 
components that the AER previously endorsed.  

• The Extreme Heat Resilience Project (C) has been added to the program, in response 
to the feedback we heard from stakeholders during the AER’s Predetermination 
conference. We understand that some of these stakeholders may make submissions to 
the AER’s Draft Decision and our Revised Proposal in January 2024. In these 
circumstances we consider it beneficial if we set out what an Extreme Heat Project would 
most likely encompass ahead of those submissions being lodged. The proposed Project 
reflects the view that electricity infrastructure needs to coexist with green infrastructure 
(trees) to enable urban cooling in vulnerable precincts.  

• The Community Resilience Project (D) has been strengthened by leveraging synergies 
between the community designed approaches in various communities, and by 
establishing more evidence for the quantum of investment.  
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• The Response Effectiveness Project (E) has been strengthened through the provision 
of a model that quantifies the benefits to investing in Fault Detection and Location 
Sensors.  

As the Climate Resilience Program is a new category of investment, Ausgrid has also 
recommended transparent performance monitoring and independent reviews, to ensure that the 
program delivers on its objectives to serve the long-term interests of consumers. 
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Attachment 5.8 – Network Innovation Program and Attachment 5.8.1 Network innovation 
program CBA model. 

6.2.1 OT security 

Our revised OT security program of $18 million in the 2024-29 period is $8 million lower than 
our Initial Proposal ($26 million). This reduction reflects a rephasing of a planned 
Plesiochronous Digital Hierarchy multiplexer (PDH Mux) replacement. 

At the time of our Initial Proposal, we considered our PDH Mux equipment to be at end of life 
with no available spare parts. Based on historical and forecast failure rates, we considered it 
prudent to start implementing a replacement of this asset in FY27. Since then, Ausgrid has been 
able to source and evaluate an alternative component replacement part from the vendor. Our 
laboratory tests showed backwards compatibility of components which gives an estimated two-
year life extension, which would defer replacement of PDH Mux until the subsequent 2029-34 
period. 

We should further note that our historical spend on OT security has been artificially low. 
Historical spending has been influenced by specific and non-recurring circumstances that do not 
reflect the evolving risks we face today because of the expected and unacceptable future risk. 
This is explained in more detail in Attachment 5.8.2 – Operational Technology Core Refresh 
and Security Programs. 

Our cyber security threats are growing. The Australian Cyber Security Centre (ACSC) states 
that approximately 76,000 incidents of cyber crime were reported in 2021-22 - one quarter of 
which affected entities associated with Australia’s critical infrastructure. Cyber attacks increased 
in frequency by 13% in FY21, as reported to ACSC. 

Within this context, we consider our revised forecast of $18 million for OT security required to 
meet the capex objectives in the NER. Given the growth in cyber security threats, our forecast 
will allow us to maintain existing levels of reliability, security of supply, and safety allowing us to 
meet clauses 6.5.7(3)(iii)-(4) of the NER. Under clause 1.2(1) of our Critical Infrastructure 
Licence Conditions, we are also under a regulatory obligation to implement industry best 
practice for OT security. The forecast we have put forward, inclusive of a $8 million reduction 
relative to our Initial Proposal, reflects a level of investment that will allow us to comply with that 
obligation. 

6.2.2 Innovation 

We are proposing to apply an approach similar to the established Ofgem approach to the way 
innovation programs are funded. This involves an arrangement where networks receive 90% of 
innovation funding through regulated revenue. We will then fund the remaining 10%. 

We look forward to engaging with the AER in how the new innovation model will work in 
practice. In Figure 31 below, we outline key features of how we expect the Ofgem model can be 
delivered in the Australian context. To provide the AER and others with an appropriate level of 
assurance, we consider the existing Regulatory Information Notice (RIN) process can be 
leveraged. Reporting arrangements could also be factored into the AER’s ongoing engagement 
on a Regulatory Information Order (RIO). 
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we aim to achieve for customers. 

7.2.5 Dynamic Service Capabilities  

We have put forward $8.1 million in capex for dynamic service capabilities. This includes $1.4 
million SaaS costs which were previously treated as opex in our initial proposal. The remaining 
$3.9 million in supporting opex is included in Attachment 6.1 - Proposed operating 
expenditure. The total investment is unchanged from our Initial Proposal. 

This program of work will allow us to implement dynamic pricing and Dynamic Operating 
Envelopes (DOEs), as well as upgrade existing billing systems to support trial tariffs proposed in 
our Tariff Structure Statement (TSS).  

The AER’s feedback in its Draft Decision focused on the modelling of market efficiency benefits. 
This feedback acknowledged the importance of allowing customers to get the most out of their 
CER investments by enabling virtual power plant (VPP) participation. However, the AER 
requested that we explore a way of modelling market efficiency benefits through CECVs rather 
than wholesale price differences.  

Our Revised Proposal analysis employs the following updated data and input assumptions: 

• Oakley Greenwood’s CECVs have been used to quantify the benefits of the shift in 
generation and load resulting from the optimisation, in accordance with the AER’s Draft 
Decision. 

• We have updated the prices and structure of tariffs to reflect the EA025 structure and the 
indicative prices proposed in our TSS. 

• We have updated the projections of VPP and EV take-up, based on AEMO’s 2023 
Inputs Assumptions and Scenarios report.  

Attachment 5.7.1 – CER Dynamic Services business case presents the updated benefits. 
The analysis confirms that while the benefits are lower than calculated in the Initial Proposal, 
they still outweigh the costs.  
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9. Contingent project 
 

As noted in Chapter 3, we accept the AER’s Draft Decision approving $190m in network growth 
capex but in the time between lodging our Initial and Revised Proposals we received multiple 
connection inquiries from customers with large load requirements committed to joining our 
network at Macquarie Park which, once connected, will result in a new substation, to be called 
Wallumatta STS . We identified this change in circumstances in discussions with the AER and 
RCP following lodgement of our Initial Proposal and we considered including the additional 
capex in our network growth program in our Revised Proposal.  After careful consideration, we 
have decided to treat Wallumatta STS as a contingent project, as we have yet to receive a 
formal connection application for the new substation, although we expect this to happen early in 
the 2024-29 period.  

We propose that capex of $128 million is included in our 2024-29 distribution determination as a 
contingent project for a new substation build at Macquarie Park, to be called the Wallumatta 
STS. This chapter, together with further supporting information set out in Attachment 5.6 - 
Wallumatta STS business case provides details of this contingent project proposal.25 

Should the AER approve Wallumatta STS as a contingent project, we will structure the capex so 
that no revenue associated with the investment in recovered in the 2024-29. This is an 
affordability measure we outline in more detail in Section 9.3. 

9.1 Background 
The Macquarie Park area, along the 
northern boundary of the Carlingford area 
contains load arising from the Macquarie 
shopping centre, Macquarie University, 
telecommunication facilities and high 
density residential developments. A major 
contribution has come from the 
development of  

 

. 

Ongoing developments are expected to 
continue in the Macquarie Park area, 
driven by  

 
 

 
 

 
25 NER cl S6.1.3(14). 
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. Recent 
announcements by the NSW Government26,27 on the expansion into an innovation precinct with 
new jobs, homes and open space further supports the ongoing growth and development in the 
area, including: 

• 3,060 new homes including affordable housing; 

• 1,200,000m2 of flexible commercial floorspace providing up to 23,000 additional jobs; or 

• 5,040 homes through build-to-rent. 

The capacity of Macquarie STS, including the third transformer unit, is expected to be fully 
utilised by existing committed customers by the early 2030s. However, the availability of 33kV 
supply points at Macquarie STS is expected to be fully utilised by existing customers from 2026. 
Furthermore, there are significant site limitations at the existing Macquarie STS, with no space 
available to expand the existing 33kV busbar. 

A 33kV supply strategy, therefore, presents an opportunity to support all new  
customers efficiently. The proposed 33kv supply strategy would not only meet immediate industry 
growth needs, but also provide options for potential future expansion capacity, provide greater 
flexibility to manage evolving loads in the area, and provide enduring capacity for future industry 
development. 

9.2 Formal connection inquiries 
Ausgrid has received formal connection enquiries at Macquarie Park from the following  

 customers requesting secured “N-1” supply:  

These customers have indicated a preference for initial supply to be available by FY28/FY29. 
Each of these requests have been received during 2023, i.e. after the submission of Ausgrid’s 
revenue proposal to the AER, with the latter request being received in October 2023.  

 Ausgrid expects that 
formal connection applications will be submitted within the next 12 months. Ausgrid will have an 
obligation to make an offer of connection to these customers. 

It should also be noted that interest has also been received from other  customers, 
who have plans to expand their  footprint in Sydney. Formal enquiries from these 
new customers are likely to be received in the near term.  

 
 

 
26 Macquarie Park | Planning (nsw.gov.au) 
27 Proposed Macquarie Park precinct to pave way for thousands of new homes | NSW Government 
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There are no spare 33kV supply points available in the area relating to these connection enquiries. 
If these (and following) connections materialise and timely action is taken to build a new 
substation to accommodate these potential new customers, Ausgrid will fail to meet the 
requirement to a) meet or manage the expected demand for standard control services, and b) 
connect customers under clause 5.2.3(d) of the NER, which include the requirements that a 
Network Service Provider must: 

(1) Review and process applications to connect or modify a connection which are 
submitted to it and must enter into a connection agreement… 

[…] 

(6)  Permit and participate in commissioning of facilities and equipment which are to be 
connected to its network in accordance with rule 5.8; 

9.3 Contingent project 
Subject to the contingent project trigger being satisfied, the project involves: 

• Acquisition of property at a location in relative proximity to the  loads; 
• Construction of the new Wallumatta STS with an arrangement of three 132/33kV 

transformers and four busbar sections of 33kV switchgear; 
• Installation of 5km, 2x132kV underground transmission cables from East Ryde Transition 

Point to connect feeders 92G and 92J to the New Wallumatta STS; and 
• Installation of ductlines to facilitate 33kV connections into the new Wallumatta STS. 
For the AER to approve capital expenditure for a proposed contingent project, certain 
regulatory requirements must be met. These are outlined in below, including our proposed 
definition for the trigger event. 

9.3.1 Expenditure reasonably required to undertake the contingent project 

Under clause 6.6A.1(a) of the NER, a regulatory proposal may include proposed contingent 
project expenditure which the electricity distributor considers is reasonably required for the 
purpose of undertaking the proposed contingent project. This proposed expenditure, totalling 
$128m, is outlined in Figure 41 below. 
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period. Applying this test, 5% of our forecast smoothed revenue in FY25 is $90 million, which is 
lower than our proposed contingent project expenditure of $128 million. 

9.3.3 Proposed trigger meets the requirements set out in clause 6.6A.1(c) 

We propose a two-limb trigger for the Wallumatta STS contingent project: 

1. A formal request from  or other  
requiring connection within a timeframe that necessitates investment within the 2024-29 
regulatory control period. 

2. Confirmation that the proposed network solution maximises the net market benefits 
following completion of the RIT-D process. 

We have modelled our proposed trigger on the wording that Endeavour Energy used for its 
proposed Western Sydney Airport contingent project. At the Draft Decision stage, the AER 
considered this trigger to meet the requirements in clause 6.6A.1(c) given that it was reasonably 
specific and capable of verification, and would generate an increase in costs to achieve the 
capex objectives.31 We consider our proposed trigger, which uses similar wording, will meet the 
NER requirements. 

 
31 AER, Draft Decision: Endeavour Energy 2019-24 regulatory period, November 2018, p. 5-119 
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