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EXECUTIVE SUMMARY 
This investment case documents the justification for planned investment in renewal of supply chain and 
works management systems. It is based on the planning undertaken to date, the estimated costs 
(development, implementation, ongoing operations and maintenance), the anticipated business value to 
be gained and the associated risks.  

It is proposed to invest in Powerlink’s supply chain and works management solutions renewal through the 
2023-27 regulatory period (referred to herein as 2023-27). The proposed investment is required to 
address the following drivers: 

• Requirement for renewal of aging IT systems capability for sustainability, supportability and 
security 

The systems supporting Powerlink’s supply chain and works management business functions are 
approaching end-of-life. This renewal investment is therefore needed to provide efficient, sustainable 
and secure systems capability to support critical supply chain and works management business 
processes. This renewal is consistent with established IT asset lifecycle management principles 
outlined in Section 4.1 of the IT Plan 2023-27. 

• Opportunity to reduce risk through the retirement of unsupported legacy systems 

Powerlink’s supply chain and works management systems are critical to the continuity of Powerlink’s 
core business operations and energy services delivery.  The business faces increasing risk if it 
continues to operate aged systems with limited support.  

• Opportunity to leverage the upgrade / renewal of supply chain and works management 
capability to enable business productivity improvement  

Through renewal and consolidation of the aging supply chain and works management systems, 
Powerlink can review business processes and manual inefficiencies to enable business productivity 
improvement in network capital program delivery and maintenance activities. Rationalisation of 
legacy systems will not only provide an opportunity to reduce IT operational costs and application 
portfolio simplification but also allow for full integration of processes, data and systems to enable 
whole-of-business analytics and reporting capability. This will also support Powerlink’s move towards 
Value Driven Maintenance (VDM). 

 

The risk benefits gained from investment in the recommended option will reduce likelihood of financial, 
cybersecurity and business operations risks. System downtime will result in ineffective supply chain and 
works management processes and therefore increase likelihood of financial impact in the 2028-32 
regulatory period if this proposed investment is not undertaken. 

 

The following three options are considered: 

• Option 1: Base Case (counterfactual) – Retain existing systems and defer replacement 

• Option 2: Optimised replacement of Supply Chain and  Works Management systems 
(Recommended) 

• Option 3: Like-for-like replacement of Supply Chain and Works Management systems  
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The initiative value assessment results reflect a strong alignment, on or near 75% across all four 
assessment parameters. 

 

It is recommended that Option 2 be implemented as the least cost solution to meet the identified need. 
Total forecast non-network (IT) expenditure for the recommended option is  capex and  
opex (FY21/22 real terms) with an NPV benefit of $0.997 million relative to the base case counterfactual.  
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Powerlink’s Portfolio, Program and Project Planning process is currently performed using SAP IM, SAP 
PS, SAP PM and a range of tools and applications giving rise to a number of integration issues and 
significant application support and licence overhead.  
 
Supply Chain and Warehouse Management utilises SAP Auto-ID Infrastructure (AII) (a product from SAP 
SE that integrates RFID reader and scanner devices as well as barcode devices) and ITSMobile (an 
Internet Transaction Server for Mobile devices that access SAP system using mobile browser based 
technology). 
 

While the existing supply chain and works management capability supports the delivery of these core 
functions generally, the array of disparate and aged applications place Powerlink at significant risk of 
business operation interruption due to system failure, escalating costs for application support and 
licencing and lack of opportunity to capitalise on capabilities available in more modern technology.  

The following investment drivers have defined Powerlink’s investment need for the period 2023-27: 

• Requirement for renewal of aging IT systems capability for sustainability, supportability and 
security 

The systems supporting Powerlink’s Supply Chain and Works Management business functions are 
approaching end-of-life. This renewal investment is therefore needed to provide efficient, sustainable 
and secure systems capability to support critical Supply Chain and Works Management business 
processes. This renewal is consistent with established IT asset lifecycle management principles. 

• Opportunity to reduce risk through the retirement of unsupported legacy systems 

Powerlink’s supply chain and works management systems are critical to the continuity of Powerlink’s 
core business operations and energy services delivery.  The business faces significant risk if it 
continues to operate aged systems with limited support. Outages in any of the disparate, numerous 
systems currently supporting this core business functions have high potential to impact both the 
business and customers.  

• Opportunity to leverage the upgrade / renewal of supply chain and works management 
capability to enable business productivity improvement  

Through renewal and consolidation of the aging supply chain and works management systems, 
Powerlink can review business processes and manual inefficiencies to enable business productivity 
improvement in network capital program delivery. Rationalisation of legacy systems will not only 
allow for application portfolio simplification but allow for full integration of processes, data and 
systems to enable a whole-of-business analytics and reporting capability. 

1.2. Investment Objectives 

This investment in portfolio and project planning, supply chain and warehouse management renewal will 
deliver on the following objectives: 

• Ensure the ongoing supportability and sustainability of the core systems enabling continuity of 
Powerlink’s business operations and energy services delivery, based on industry recognised asset 
lifecycle guidelines  
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1.5. Investment Overview 

Powerlink’s supply chain and works management systems and processes are core to the operations of 
multiple key business areas and functions. The proposed investment in renewal of supply chain and works 
management capability is essential for ongoing efficient and sustainable business operations.  

1.5.1. Current State (2020) 

Portfolio and Project Planning 

Powerlink’s portfolio and project planning functions are supported by core components of the 
organisation’s SAP system (SAP IM, SAP PS and SAP PM), Microsoft Project Server and a number of 
other niche tools. Solutions and business processes have been developed and optimised over the last 20 
years. While a well-defined process, it is comprised of a significant number of manual steps and exporting 
and importing of data slowing the overall planning process. The reliance on continual data migration 
between the solutions means it is inefficient to align all component solutions when changes in schedules 
occur. This leads to a lack of trust in data currency and timeliness. 

Given the manual processes and data migration, the current solutions and processes are not providing 
the responsiveness required in a contemporary environment.   

Supply Chain and Warehouse Management 

The provision of materials, equipment and logistical support activities and by Powerlink’s Warehouse and 
Logistics team are primarily supported by Powerlink’s ERP SAP system (specifically SAP WM and MM 
components).  

Through 2018-2019, investment in the business processes and the system configuration for warehouse 
management was undertaken providing significant improvements in stock management and logistics. 
Further improvements are planned for stock serialisation and improved coordination with project teams. 

1.5.2. Target State (end of proposed investment) 

Powerlink’s ongoing program of works to progressively migrate business functions from the SAP ECC6 
platform to the current SAP S/4 Hana platform provides opportunities to rationalise functionality currently 
delivered through other platforms such as Microsoft Project Server and ServiceNow. Portfolio 
Management will be reviewed with a view to using new capabilities provided by S/4 Hana such as 
Enterprise Portfolio and Program Management. Supply chain functions currently delivered through 
ServiceNow will be reviewed and potentially delivered through SAP Ariba which forms part of Powerlink’s 
roadmap under the S/4 Hana platform migration. 

Through this asset lifecycle renewal investment, Powerlink will seek to optimise, rationalise and renew its 
supply chain and works management systems with contemporary capability for long term efficiency, 
sustainability and supportability.  

This renewed capability will be integrated with the refreshed EMS and GIS solutions to support end-to-
end process efficiencies.  
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2.1. OPTION 1: Base Case (Counterfactual)  
Retain existing systems and defer replacement  

The base case (counterfactual) is an assessment of the forecast expenditure and implications if the 
proposed option(s) do not proceed.    

Under this option, renewal of systems capability would be deferred until the 2028-32 regulatory period. 

During the 2023-27 regulatory period Powerlink would continue with the core ERP and Asset Management 
systems on S/4 HANA and SAP modules used for supply chain and works management functions (SAP 
IM, PS and PM, AII and ITSmobile) remaining on ECC6.  
Project Server and the other in-scope, disparate systems would also remain in use.  

Investment in the proposed supply chain and works management systems during the coming period would 
be limited to adhoc reactive maintenance, as the aged versions of existing systems generally preclude 
the possibility of undertaking back to back upgrades to bring the systems up to date. Such an endeavour 
would be largely equivalent to undertaking a system renewal.  

2.1.1. Base Case Assumptions 

The base case has been estimated based on the following assumptions.  

Construction Cost and Scope Assumptions  

• Annual investment over the coming regulatory period will be limited to supporting adhoc reactive 
responses to the “in scope” systems. 

• Vendor support for functional changes to these systems will be minimal. Consequently, no capital 
expenditure has been forecast over the 2023-27 period and business process workarounds would 
be required in the event of functional capability gaps. 

• Lifecycle maintenance of existing hardware, operating system and database management 
systems will occur as part of other funded initiatives.    

• While a replacement investment will not be undertaken in the 2023-27 period, it would be required 
in the 2027-32 period. At that point, the costs of the renewal are based on the assumptions detailed 
in Option 2, escalated by 15% in recognition of the increased complexity of the deferred systems 
replacement as the existing application versions fall further out-of-date. 

Operating Cost Assumptions  

• Ongoing IT operating costs are forecast to remain unchanged. 

Other Assumptions (Non-Financial) 

• Business operations can be maintained on the current suite of systems subject to likely performance 
degradation and the risks identified in Table 6. Achievement of Powerlink’s forecast productivity 
improvements may not be possible.  
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2.2. OPTION 2: Optimised replacement of supply chain and works management systems 
(recommended) 

The existing supply chain and works management systems will be renewed consistent with Powerlink’s 
application asset lifecycle management guidelines for ongoing sustainability, supportability and security. 

Through the renewal, the opportunity will be taken to incorporate data and functionality into the core IT 
solutions to achieve reduced IT operational costs and application portfolio simplification and enable a 
whole-of-business analytics and reporting capability.  

Specifically, this option provides for the: 

• Transition of supply chain, logistics and warehouse management functionality from ECC6 (on HANA); 
and portfolio and project management functionality from current versions of Project Server, to S/4 
HANA. 

This will support Powerlink’s move towards Value Driven Maintenance (VDM). The renewal will also be 
leveraged by the review of business processes and removal of manual interfaces and hand-offs to enable 
process efficiencies and business productivity improvement.  

2.2.1. Option 2 Assumptions 

This recommended option has been estimated based on the following assumptions.  

Construction Cost and Scope Assumptions  

The project costs are based on a build-up of forecast resourcing, vendor & specialist services, as well as 
software licensing costs as detailed in the table below. 

 

Table 7: Option 2 Cost Build-Up ($real 2021/22) 

• This preliminary estimate has been formulated using a combination of standard unit rates for 
Powerlink internal and external resourcing across the proposed timeline, leveraging current and 
previous projects for vendor software estimates.  

• The project is planned to run across a 24 month timeframe, inclusive of 9 month combined 
procurement and design phases. The delivery phase is forecast at 12 months, concluding with 3 
months of hypercare. 

• The final business case development process will be used to refine the scope, costs and impacts for 
this investment. As indicated above, a procurement activity will likely be undertaken to inform costs 
and solution options. 

Operating Cost Assumptions  

• The forecast annual opex saving of $250k p.a. commencing FY2024/25 are a result of a combination 
of annual savings attributed to software rationalisation and operational support. 

Other Assumptions (Non-Financial) 
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Figure 5 below summarises the risk position of adopting option 2 (pre- and post-mitigation assessment 
of each risk tabled above).   

 
Figure 3:  Option 2 - Risk Assessment 
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2.3. OPTION 3 Like-for-like replacement of supply chain and work management systems 

This option will progressively replace each of the identified end-of-life systems with contemporary 
equivalents consistent with Powerlink’s application asset lifecycle management guidelines for ongoing 
sustainability, supportability and security.  

Specifically, this option provides for the: 

• Transition of supply chain, logistics and warehouse management functionality from ECC6 (on HANA) 
to S/4 HANA in one, single project; and  

• Upgrade of Portfolio and Project Management functionality from current version of Project Server to 
the new, most recent version within a second, separate project.  

While the implementation of contemporary systems typically provides the opportunity to enable process 
improvements, the opportunity in this option is reduced due to the combination of overlapping system 
footprints and niche, highly specialised systems and the lost opportunity for improved whole-of-business 
analytics and reporting capability possible through the consolidation of core functionality into a centralised 
system.  

2.3.1. Option 3 Assumptions 

This option has been estimated on the basis of the following assumptions.  

Construction Cost and Scope Assumptions  

• The project costs are based on the Option 2 build-up of forecast resourcing, vendor & specialist 
services, as well as software licensing costs (page 13), but adjusted to reflect the additional effort 
associated with implementing separate technologies  as individual projects, as follows: 

o  An increase in planning and design reflects the additional effort incurred through the complexity 
of planning and implementation of replacement systems. 

• This preliminary estimate has been formulated using a combination of standard unit rates for 
Powerlink internal and external resourcing across the proposed timeline, leveraging current and 
previous projects for vendor software estimates. The final business case development process will 
be used to refine the final scope, costs and impacts for this investment. One or more procurement 
activities will likely be undertaken to further inform costs and solution options. 

Operating Cost Assumptions  

• Ongoing IT operating costs are forecast to remain unchanged. 

Other Assumptions (Non-Financial) 

• Commercially available solutions will be able to meet Powerlink’s supply chain and works 
management scope. 

• While this investment is replacing existing capability, the implementation of more contemporary 
capability will require business change management. It is possible that business areas are impacted 
multiple times through the progressive delivery of multiple projects.  
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3.3. Initiative Value Assessment 

Figure 8 (below) summarises the planned initiative value across parameters of:  

A: Strategic Alignment and Value 
B: Ease of Business Change 
C: Architecture Alignment 
D: Ease of Delivery and Operation 

As indicated in the figure, the planned investment is at, or near, the 75th percentile in assessment against 
all four parameters.  

 

 
Figure 6: Initiative Value Assessment 

 












