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(i) the Distribution Annual Planning Report meets the Distribution 
Network Service Provider’s obligations under the Rules and any other 
applicable regulatory instruments; and 

(ii) the Distribution Annual Planning Report accurately represents the 
relevant policies of the Distribution Network Service Provider. 

(d) The scope of Distribution Annual Planning Report is limited to direct control 
services and system limitations affecting the power system [and any significant 
investments in metering systems] only.   

 
6. Contents of the Distribution Annual Planning Report 

The Distribution Annual Planning Report must set out information on the following: 

(a) Distribution Network Service Provider and network, including: 

(i) description of the network; 

(ii) description of the operating environment; 

(iii) types of assets and the number of each type of asset;  

(iv) planning methodology used, including the methodology used to 
identify the need for investments and the assumptions applied; and 

(v) analysis and explanation of any aspects of the Distribution Annual 
Planning Report that has changed significantly from previous results 
(e.g. changes in forecast load); 

(b) Forecasts for the forward planning period, including at a minimum: 

(i) description of the forecasting methodology used; sources of input 
information; and the assumptions applied;  

(ii) forecasts for the network as a whole; major connection points 
(including any transmission connection points); zone substations; 
sub-transmission assets; including: 

1. total capacity; 

2. firm delivery capacity (summer and winter);  

(iii) load forecasts for the network as a whole; major connection points 
(including any transmission connection points); zone substations; 
sub-transmission assets; including: 

1. peak load (summer and winter); 

2. power factor at time of peak load; 

3. load sharing/load transfer capabilities including 
transmission interface capacity; and  

4. level of embedded generation; 

(iv) forecasts of future connection points and zone substations, 
including location, future loadings, and estimated timing (month, 
year) of the connections; 
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(v) forecasts of reliability targets at a system level and by feeder 
categories; and 

(vi) forecasts of any factors that may have a major affect on the network, 
including factors affecting: 

1. fault levels;  

2. voltage levels; 

3. other system security requirements; and 

4. ageing and potentially unreliable assets; 

(c) Primary distribution feeders that have exceeded, in the current year or is 
forecast to exceed in the next 2 years, 100% of its normal cyclic rating 
(summer or winter) under normal operating conditions and identify: 

(i) the location of the primary distribution feeder; 

(ii) the extent of overload experienced in the current year; 

(iii) the forecast load in the next 2 years and the extent the forecast load 
would exceed the normal cyclic rating (summer or winter); and 

(iv) any potential solutions being considered by the DNSP to address 
the overload; and 

(v) where an estimated reduction in forecast load would defer a 
forecast overload for a period of 12 months, include:85 

1. the year and month in which the overload (the system 
limitation) is forecast to occur; 

2. the relevant connection points at which the estimated 
reduction in forecast load may occur;  

3. the estimated reduction in forecast load in MW needed; 

(d) System limitations and network transfer capability, including at a minimum: 

(i) identifying any system limitations for sub transmission assets and 
zone substations where the limitation may be caused by one or 
more of the following factors:  

1. forecast load exceeding system capability; in which case 
identify: the extent of the overload; frequency of overload; 
duration of overload; power factor at time of peak load;  

2. the requirement for asset replacement or refurbishment; 

3. the requirement for system security or reliability 
improvement; 

4. design fault levels being exceeded;  

5. the requirement for voltage regulation;  

 
 
85 This clause is consistent with the clause introduced under the National Electricity Amendment 

(Demand Management) Rule 2009 No. 11.  Additional information on this Rule change may be 
found at www.aemc.gov.au.  

http://www.aemc.gov.au/
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6. the requirement to meet SAIDI and SAIFI or any other 
regulatory obligations;  

(ii) the location and estimated timing (month, year) of the system 
limitation; 

(iii) analysis of any potential load transfer capability between supply 
points that may decrease the impact of the system limitation or 
defer the requirement for investment;  

(iv) impact of the system limitation, if any, on the capacity at the 
transmission connection points;  

(v) discussion of the potential solutions that may address the system 
limitation in the forward planning period, if a solution is required;  

(vi) other jurisdictional requirements86; and 

(vii) where an estimated reduction in forecast load would defer a 
forecast system limitation for a period of 12 months, include:87 

1. the year and month in which a system limitation is forecast 
to occur (as required under (ii) above); 

2. the relevant connection points at which the estimated 
reduction in forecast load may occur;  

3. the estimated reduction in forecast load in MW needed;  

(e) Provide a summary of each proposed new distribution network investment for 
which the Regulatory Investment Test for Distribution has been completed or is 
in progress, which may include: 

(i) a summary of the outcomes or progress of the Regulatory Investment 
Test for Distribution including any consultation undertaken under 
the Demand Side Engagement Strategy or any other consultation on 
the investment; 

(ii) a description of the investment required and how it will alleviate 
the system limitation;  

(iii) estimated timing (month, year) of the investment; 

(iv) the estimated total capitalised expenditure;  

(v) a summary of any other options considered and, if the Regulatory 
Investment Test for Distribution is in progress, the Distribution 
Network Service Provider’s preferred option and the reasons for 
selecting the preferred option;  

(vi) any factors that may result in the investment requirements (or 
preferred option) being altered; and 

 
 
86 e.g. worst performing feeder analysis required in QLD. 
87 This clause is consistent with the clause introduced under the National Electricity Amendment 

(Demand Management) Rule 2009 No. 11.  Additional information on this Rule change may be 
found at www.aemc.gov.au.  

http://www.aemc.gov.au/
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(vii) any impacts on network users, including any potential material 
impacts on connection charges and distribution use of system 
charges that may be estimated; 

(f) For each identified system limitation which will require a Regulatory 
Investment Test for Distribution an estimation of the date when the business 
intend to commence the Regulatory Investment Test for Distribution; 

(g) For all committed projects with an estimated total capital cost of $2m or more 
that are urgent and unforseen projects, or refurbishment or replacement 
projects provide:  

(i) a brief description of the project, including location; 

(ii) the date or estimated time (month, year) the investment was or 
would become operational; 

(iii) the purpose of the investment; 

(iv) the total capital cost of the investment; and 

(v) an explanation of the ranking of any reasonable credible options to 
the committed project which are being or have been considered by 
the Distribution Network Service Provider.  These alternatives could 
include, but are not limited to, generation options, demand side 
options, and options involving other distribution or transmission 
networks. 

(h) Joint planning undertaken with the Transmission Network Service Provider, 
including:88 

(i) a summary of the process and methodology used by the Network 
Service Providers to undertake joint planning; 

(ii) any planned joint network investments; and 

(iii) where additional information on the joint planning and joint 
network investments may be obtained; 

(i) Joint planning undertaken with other Distribution Network Service Providers 
where applicable, including: 

(i) a summary of the process and methodology used by the 
Distribution Network Service Providers to undertake joint planning;  

(ii) any planned investments that have been discussed through this 
process, including estimated capital costs and estimated timing 
(month, year) of the investment; and 

(iii) where additional information on the investments may be obtained. 

 

(j) Performance of the network, including a summary description of the:89 
 

 
88 It is noted that there may be changes to the provisions in the Rules governing TNSP planning 

requirements.  These provisions will need to be reviewed and reconciled for consistency. 
89 The potential benefits of including the information in the planning report is to provide transparency, 

clarity and context for the system limitation and investment requirements.  If the information is 
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(i) reliability standards that apply, including the relevant codes, 
standards and guidelines; 

(ii) the quality of supply standards that apply, including the relevant 
codes, standards and guidelines; 

(iii) performance of the distribution network against the reliability and 
quality of supply standards for the preceding year; and 

(iv) qualitative assessment of how the Distribution Network Service 
Provider has complied with the applicable standards; its processes 
to ensure compliance; and a description of any areas of the 
standards that were not met in the preceding year and the 
corrective action taken. 

(k) Asset Management: 

(i) Summary of any asset management strategy employed by the 
Distribution Network Service Provider; 

(ii) summary of any issues that may impact on the system limitations 
identified in the Distribution Annual Planning Report that has been 
identified through carrying out asset management; and 

(iii) information about where further information on the asset 
management strategy and methodology adopted by the Distribution 
Network Service Provider may be obtained. 

(l)  Any other information as required by the relevant jurisdiction. 

 

 
 

reported elsewhere, it could potentially be replicated here at limited additional cost.  However, it is 
noted that different timing requirements for reporting may impact the replication of information. 
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B Draft Framework Specifications- Regulatory Investment 
Test for Distribution and Dispute Resolution Process 

The purpose of these specifications is to explain in detail, the regulatory 
requirements for the proposed RIT-D and dispute resolution process under the 
national framework, as set out in the draft recommendations.  The specifications are 
not draft Rules and should not be interpreted as such. 

Definitions 

Existing definitions in the Rules have been italicised in these specifications.  In 
addition, a number of proposed new terms for the national framework have also 
been italicised. Outlined below are the new terms that have been included in these 
specifications and an accompanying proposed definition for each new term.  

draft  project assessment report 

The report prepared by a Distribution Network Service Provider under section 8. 

final project assessment report 

The report prepared by a Distribution Network Service Provider under section 
10. 

project specification report 

The report prepared by a Distribution Network Service Provider under section 7. 

Regulatory Investment Test for Distribution 

The test developed and published by the AER under section 1, as in force 
from time to time, and includes amendments made under section 12. 

Regulatory Investment Test for Distribution Application Guidelines 

The guidelines developed and published by the AER under section 12, as in 
force from time to time, and includes amendments made under section 12.  

Specification Threshold Test 

The test undertaken by a Distribution Network Service Provider under section 6.  

specification threshold test report  

The report prepared by a Distribution Network Service Provider under section 
6(c)(ii).  
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In addition, a number of terms have been defined in the Rules for the new RIT-T90 
which are proposed to be amended to also refer to investments considered under the 
RIT-D.  These terms include: 

cost threshold 

cost threshold determination 

cost threshold review 

credible option 

dispute notice 

identified need 

preferred option 

 reliability corrective action 

1. Objectives of the Regulatory Investments Test for Distribution 

(a) The AER must develop and publish the Regulatory Investment Test for 
Distribution in accordance with the distribution consultation procedure.   

(b) The purpose of the Regulatory Investment Test for Distribution is to identify the 
credible option that maximises the present value of net economic benefits to all 
those who produce, consume and transport electricity in the market (the 
preferred option).  

(c) For the avoidance of doubt, a preferred option may, in the relevant 
circumstances, have a negative net economic benefit (that is, a net economic 
cost) where the identified need is for reliability corrective action.  

(d) This should not prevent a Distribution Network Service Provider from applying 
a value of unserved energy (probabilistic planning) approach to the project 
assessment if it wishes to do so. 

(e) The Regulatory Investment Test for Distribution will involve a consideration of 
both costs and benefits associated with all of the credible options. 

(f) Market benefits may be quantified by the Distribution Network Service 
Provider under the Regulatory Investment Test for Distribution where the 
Distribution Network Service Provider considers it appropriate to do so.  

 
 
90 AEMC, 2009, National Electricity Amendment (Regulatory Investment Test for Transmission) Rule 

2009 No. 15,  25 June 2009. 
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(g) The Regulatory Investment Test for Distribution shall comprise three sequential 
stages: a Specification Threshold Test stage; a project specification stage; and a 
project assessment stage. 

(h) The extent of consultation and the nature of assessment required will vary 
depending upon the specific characteristics of the identified need in 
question.  This will be achieved through a combination of cost thresholds 
and the Specification Threshold Test. 

(i) The Regulatory Investment Test for Distribution should permit the single 
assessment of an integrated set of related and similar distribution 
investments. 

(j) The Regulatory Investment Test for Distribution  must: 

(i) be based upon a cost-benefit analysis of the future that is to include an 
assessment of reasonable scenarios of future supply and demand if  
each credible option were implemented compared to the situation where 
no option is implemented; 

(ii) not require the level of analysis to be disproportionate to the scale and 
likely impact of each of the credible options  being considered; and 

(iii) be capable of being applied in a predictable, transparent and consistent 
manner. 

2. Scope of Projects Subject to the Regulatory Investment Test for Distribution 

(a) A Distribution Network Service Provider must apply the Regulatory Investment 
Test for Distribution as part of the consideration of any new distribution 
investment, where the purpose of the distribution investment is to augment a 
distribution network, except in circumstances where: 

(i) the proposed investment is required to address an urgent and 
unforeseen network issue that would otherwise put at risk the reliability 
of the distribution network as described in section 2c);  

(ii) the estimated capital cost of the most expensive investment option, 
which is economically and technically feasible is less than $[2] million 
(as varied in accordance with a cost threshold determination); 

(iii) the proposed investment is designed to ensure that a transmission 
network meets the level required by the minimum power system security 
and reliability standards.  For the avoidance of doubt, such investments 
shall be assessed under the Regulatory Investment Test for Transmission; 

(iv) The need for the proposed investment has been identified through a 
joint planning process between a Distribution Network Service Provider 
and a Transmission Network Service Provider;  
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(v) The cost of the proposed investment is to be fully recovered through 
charges in relation to negotiated distribution services, alternative control 
services, or  unclassified distribution services; 

(vi) The proposed investment will be a connection asset, which will not be 
part of the Distribution Network Service Provider’s shared distribution  
network;  

(vii) [The proposed investment is designed to address a network  issue on a 
primary distribution feeder];  

(viii) The distribution investment is related to the refurbishment or 
replacement of existing assets and is not intended to augment the 
distribution network; or 

(ix) The refurbishment or replacement expenditure also results in an 
augmentation to the network, and the estimated capital cost for the 
augmentation component of the distribution investment is less than $[2] 
million (as varied in accordance with a cost threshold determination), as 
allocated by the Distribution Network Service Provider  in accordance with 
recognised cost allocation methods and any applicable AER guidelines. 

(b) If the proposed distribution investment is to be provided as a dual function 
asset, the proposed investment shall be assessed under the Regulatory 
Investment Test for Distribution. 

(c) For the purposes of section 2(a)(i), a proposed investment will be required to 
address an urgent and unforeseen network issue that would otherwise put at 
risk the reliability of the distribution network if:  

(i) the proposed  investment is required to be operational within 6 months 
of the Distribution Network Service Provider identifying the identified need; 
and 

(ii) the event or circumstances causing the identified need was not 
reasonably foreseeable by, and was beyond the reasonable control of, 
the Distribution Network Service Provider; and 

(iii) a failure to address the identified need is likely to materially adversely 
affect the reliability and secure operating state of the distribution network. 

(d) A Distribution Network Service Provider must not treat different parts of an 
integrated set of related and similar proposed investments to an identified 
need as distinct and separate options for the purposes of determining 
whether the Regulatory Investment Test for Distribution applies to each of those 
distribution investments. 
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3. Application of the Regulatory Investment Test for Distribution – Identification 
of a credible options 

(a) A credible option is an option (or group of options) that: 

(i) addresses the identified need; 

(ii) is (or are) economically and technically feasible;  

(iii) can be implemented in sufficient time to meet the identified need; and 

(iv) is (or are) identified as a credible option in accordance with section 3(b).  

(b) In applying the Regulatory Investment Test for Distribution, a Distribution 
Network Service Provider must consider, in relation to a proposed distribution 
investment to address an identified need, other than those described in sections 
2(a)(i)-(ix), all options that could reasonably be classified as credible options, 
taking into account: 

(i) energy source;  

(ii) technology;  

(iii) ownership; 

(iv) whether it is a network or non-network option; 

(v) whether the credible option is intended to be regulated;  

(vi) whether the credible option has a proponent; and 

(vii) any other factor the Distribution Network Service Provider reasonably 
considers should be taken into account.  

(c) The absence of a proponent does not exclude a distribution investment option 
from being considered a credible option.   

4. Application of the Regulatory Investment Test for Distribution – 
Consideration of Market Benefits and Costs 

(a) The Regulatory Investment Test for Distribution must require Distribution 
Network Service Providers to consider the following classes of market benefits 
that could be delivered by each credible option: 

(i) changes in voluntary load curtailment; 

(ii) changes in involuntary load shedding and customer interruptions caused 
by network outages, using a reasonable forecast of the value of 
electricity to consumers; 

(iii) changes in costs for parties’, other than Distribution Network Service 
Provider due to: 
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1. differences in the timing of new plant; 

2. differences in capital costs; and 

3. differences in the operational and maintenance 
costs. 

 
(iv)  differences in the timing of distribution investments; 

(v) changes in the transfer capability in the dispatch of embedded generating 
units; 

(vi) any additional option value (where this value has not already been 
included in the other classes or market benefits) gained or foregone 
from implementing the credible option with respect to the likely future 
investment needs of the market; 

(vii) changes in electrical energy losses; and 

(viii) any other market benefits that are determined to be relevant by the 
Distribution Network Service Provider, as consistent with section 4(f).   

(b) Distribution Network Service Providers may quantify each applicable class of 
market benefit outlined in section 4(a) in respect to each credible option, where 
the Distribution Network Service Provider considers that any applicable market 
benefits may be material or where it considers the quantification of market 
benefits may alter the selection of the preferred option. 

(c) With respect to the classes of market benefits outlined in sections 4(a)(i) and 
(ii), if the credible option is for reliability corrective action, the consideration and  
quantification assessment of these classes of market benefits will only apply 
insofar as the market benefits delivered by the credible option exceeds the 
minimum standards required for reliability corrective action.   

(d) The Regulatory Investment Test for Distribution must require Distribution 
Network Service Providers to consider the following classes of costs that could 
be delivered by each credible option: 

(i) costs incurred in constructing or providing the credible option; 

(ii) operating and maintenance costs over the operating life of the credible 
option;  

(iii) the cost of complying with laws, regulations and applicable 
administrative requirements in relation to the construction and 
operation of the credible option; and 

(iv) any other costs that have been determined to be relevant by the 
Distribution Network Service Provider, as consistent with section 4(f). 
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(e) The Regulatory Investment Test for Distribution must include a quantification of 
all classes of costs outlined in section 4(d) for each credible option, unless the 
Distribution Network Service Provider provides an explanation in its draft project 
assessment report and final project assessment report which outlines why a 
particular class of cost is not expected to apply to a credible option. 

(f) Any cost or market benefit which cannot be measured as a cost or market 
benefit to Generators, Distribution Network Service Providers, Transmission 
Network Service Providers, Market Customers, and consumers of electricity may 
not be included in any analysis under the Regulatory Investment Test for 
Distribution. 

(g) Any judgement by a Distribution Network Service Provider of whether a 
particular class of market benefit or cost applies to a credible option must be 
exercised in a manner which is objective and have regard to any submissions 
received on the project specification report and/or the draft project assessment 
report.  

(h) The Regulatory Investment Test for Distribution shall, as a minimum, list or 
specify: 

(i) the method or methods permitted for estimating the magnitude of the 
different classes of market benefits;  

(ii) the method or methods permitted for estimating the magnitude of the 
different classes of costs;  

(iii) the appropriate method and value for specific inputs, where relevant, 
for determining the discount rate(s) to be applied; 

(iv) specify that a sensitivity analysis is required of any modelling relating 
to the cost-benefit analysis; and 

(v) reflect that the credible option that maximises the present value of net 
economic benefit to all those who produce, consume or transport 
electricity in the market may, in some circumstances, be a negative net 
economic benefit (that is, a net economic cost) where the identified need 
is for reliability corrective action or where the Distribution Network Service 
Provider does not quantify market benefits during the project 
assessment process. 

5. Review of Costs Thresholds 

(a) Every 3 years  (or shorter for the first review) the AER must undertake a 
review (the cost threshold review) of the changes in the input costs used to 
calculate the estimated capital costs in relation to investments subject to the 
Regulatory Investment Test for Distribution and the cost threshold for 
refurbishment, replacement, and urgent and unforeseen investments subject 
to the Distribution Annual Planning Report, for the purposes of determining 
whether the amounts (each cost threshold) needs to be changed to maintain 
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the appropriateness of the cost thresholds over time by adjusting those cost 
thresholds to reflect any increase or decrease in the input costs since: 

(i) [insert commencement date of Rule] in respect of the first cost threshold 
review; and 

(ii)  the date of the previous review in respect of every subsequent cost 
threshold review.  

(b) Each cost threshold review is to be commenced by the AER on 31 July of the 
relevant year.  

(c) The AER must initiate its first cost threshold review in 2012. 

(d) Within 6 weeks following the commencement of a cost threshold review, the 
AER must publish a draft determination outlining: 

(i) whether the AER has formed the view that any of the cost thresholds 
need to be amended to reflect increases or decreases in the input costs 
to ensure that the appropriateness of the cost thresholds is maintained 
over time; 

(ii)  its reasons for determining whether the cost thresholds need to be varied 
to reflect increases or decreases in the input costs; 

(iii) if there is to be a variation in a cost threshold, the amount of the new cost 
threshold and the date the new cost threshold will take effect; and 

(iv) its reasons for determining the amount of the new cost threshold. 

(e) At the same time as it publishes the draft determination under section 5(d), 
the AER must publish a notice seeking submissions on the draft 
determination and which specifies the period within which written 
submissions can be made (the cost threshold consultation period) which must be 
within 5 weeks from the date of the notice. 

(f) The AER must consider any written submissions received during the cost 
threshold consultation period in making its final determination in respect of the 
matters outlined in section 5(d). 

(g)  This final determination must be made and published by the AER within 5 
weeks following the end of the cost threshold consultation period (the cost 
threshold determination) 

(h) The AER shall undertake its cost threshold review for the Regulatory Investment 
Test for Distribution at the same time it undertakes its cost threshold review  for 
the Regulatory Investment Test for Transmission. 

6. Regulatory Investment Test for Distribution Process-  Specification Threshold 
Test stage 
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(a) The Specification Threshold Test stage shall be initiated by a Distribution 
Network Service Provider’s assessment of an identified need for a proposed 
investment against the Specification Threshold Test. 

(b) In undertaking the Specification Threshold Test, the Distribution Network Service 
Provider must assess the: 

(i) reasons (identified need) for the proposed investment, including the 
assumptions used in identifying the identified need;  

(ii) the material potential for the use of non-network options either to defer 
or remove the need for the proposed investment to address the 
identified need; and 

(iii) the material potential for the identified need have an adverse impact on 
the quality of service experienced by end use customers, including: 

1. estimated changes in voluntary load curtailment by end use 
customers; and 

 
2. estimated changes in involuntary load shedding and customer 

interruptions caused by network outages.  
 

(c) If after undertaking the Specification Threshold Test the Distribution Network 
Service Provider determines that:  

(i) the identified need has: 

1. no material potential for non-network options either to defer 
or remove the need for the proposed investment to address 
the identified need; and 

2. no material potential to impact adversely on the quality of 
service experienced by end use customers, 

then the Distribution Network Service Provider: 

(ii)  must publish a Specification Threshold Test report on its website which 
outlines its assessment against the Specification Threshold Test and the 
methodologies and assumptions used to make this assessment, as soon 
as practicable after the completion of the assessment. The Specification 
Threshold Test report must also be circulated to the Distribution Network 
Service Provider’s Register of Interested Parties within 5 business days of 
the publication of the report on the Distribution Network Service 
Provider’s website; and  

(iii) is not required to publish a project specification report in accordance with 
section 7(d). 
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7. Regulatory Investment Test for Distribution Process - Project specification 
stage 

(a) The project specification stage shall be initiated by a Specification Threshold 
Test assessment by a Distribution Network Service Provider which 
determines that: 

(i)  the identified need has: 

1. material potential for non-network options either to defer or 
remove the need for the proposed investment to address the 
identified need; or 

2. material potential to impact adversely on the quality of 
service experienced by end use customers. 

(b) A Distribution Network Service Provider will be required to consult on the 
identified need for the proposed investment through the publication of a 
project specification report. 

(c) The project specification report must contain the following information: 

(i) a description of the identified need; 

(ii) the assumptions used in identifying the identified need (including, in the 
case of proposed reliability corrective action, why the Distribution Network 
Service Provider considers reliability corrective action is necessary);  

(iii) a  summary of the Distribution Network Service Provider’s assessment of 
the identified need against the Specification Threshold Test, including: 

1. the material potential for the use of non-network 
options either to defer or remove the need for the 
proposed investment to address the identified need; 

2. the material potential for the identified need to impact 
adversely on the quality of service experienced by end 
use customers; and 

3. the methodology and assumptions used by the 
Distribution Network Service Provider in undertaking the 
Specification Threshold Test.  

(iv) the technical characteristics of the identified need that a non-network 
option would be required to deliver, such as: 

1. the size of load reduction or additional supply; 

2. location;  

3. contribution to power system security or reliability;  
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4. contribution to system fault level; and 

5. operating profile;  

(v) a description of all options.  These options can include, but are not 
limited to, alternative distribution options, generation options, demand 
side management, and options involving other transmission and 
distribution networks and could include groups of credible options; and 

(vi) for each option, the Distribution Network Service Provider must provide 
information on: 

1. A technical definition or characteristics of the option; 

2. Estimated construction timetable and commissioning 
date where the option is a network investment option; 
and 

3. To the extent practicable, the total indicative capital 
and operational costs. 

(d) The project specification report shall be published on the Distribution Network 
Service Provider’s website in a timely manner having regard to the ability of 
interested parties to identify the scope for, and develop, alternative 
investment options or variants to the proposed investment options. 

(e) The project specification report must be circulated to the Distribution Network 
Service Provider’s Register of Interested Parties within 5 business days of the 
publication of the report on the Distribution Network Service Provider’s 
website.  

(f) A Distribution Network Service Provider must publish any preliminary or 
supplementary information where such information is likely to enhance the 
ability of interested parties to engage constructively in the project specification 
report consultation process. 

(g) Interested parties must be provided with not less than 6 months to make 
submissions on each project specification report. If the Distribution Network 
Service Provider has: 

(i) constructively engaged with non-network proponents through its 
Demand Side Engagement Strategy on the identified need for the 
investment prior to undertaking the Specification Threshold Test; and 

(ii) sought to identify scope for, and develop, alternative non-network 
options or variants to the proposed investment options either internally 
or via consultation with non-network proponents; 

then interested parties must be provided with not less than 1 month to make 
submissions on the project specification report.  Distribution Network Service 
Providers must outline the basis on which it is has adhered to sections  7(g)(i) 
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and (ii) in its project specification report if it seeks to consult under this 
accelerated timeframe.  

 

8. Regulatory Investment Test for Distribution Process – Draft project assessment 
report 

(a) If the Distribution Network Service Provider elects to proceed with the 
proposed investment, within 12 months, or such longer time period as is 
agreed to in writing by the AER, of where relevant, the end of the 
consultation period on a project specification report or the publication by the 
Distribution Network Service Provider of a Specification Threshold Test report, the 
Distribution Network Service Provider must publish a draft project assessment 
report on its website. 

(b) The draft project assessment report must be circulated to the Distribution 
Network Service Provider’s Register of Interested Parties within five business 
days of the publication of the report on the Distribution Network Service 
Provider’s website.  

(c) The draft project assessment report must include the following: 

(i) a description of the identified need for the investment, 

(ii)  the assumptions used in identifying the identified need (including, in the 
case of proposed reliability corrective action, why the Distribution Network 
Service Provider considers reliability corrective action is necessary);  

(iii) if applicable, a summary of, and commentary on, the submissions to the 
project specification report; 

(iv) a description of each credible option assessed; 

(v) where relevant, a quantification of each applicable market benefit for 
each credible option; 

(vi) a quantification of each applicable cost for each credible option, including 
a breakdown of operating and capital expenditure; 

(vii) a detailed description of the methodologies used in quantifying each 
class of cost and market benefit; 

(viii) where relevant, the reasons why the Distribution Network Service 
Provider has determined that a class or classes of market benefits or 
costs do not apply to a credible option;  

(ix) the results of a net present value analysis of each credible option and 
accompanying explanatory statements regarding the results;  

(x) the identification of the proposed preferred option; and 
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(xi) for the proposed preferred option, the Distribution Network Service 
Provider must provide:  

1. Details of the technical characteristics; 

2. The estimated construction timetable and 
commissioning date; 

3. Indicative capital and operational cost; and 

4. A statement and accompanying detailed analysis that 
the preferred option satisfies the Regulatory Investment 
Test for Distribution. 

(d) The Distribution Network Service Provider must seek submissions from 
Registered Participants and interested parties on the preferred option presented, 
and the issues addressed, in the draft project assessment report. 

(e) The consultation period on the draft project assessment report must not be less 
than 30 business days from the publication date of the report.  

(f) Within 4 weeks of the end of the consultation period on the draft project 
assessment report, at the request of an interested party or a Registered 
Participant, the Distribution Network Service Provider must use its best 
endeavours to meet with the interested party if: 

(i) having considered all submissions, the Distribution Network Service 
Provider, acting reasonably, considers that the meeting is necessary or 
desirable; or 

(ii) a meeting is requested by two or more interested parties.  

 

9. Regulatory Investment Test for Distribution Process – Exemption from the 
draft project assessment report 

(a) A Distribution Network Service Provider is exempt from publishing a draft 
project assessment report under section 8(a) if:  

(i) the Distribution Network Service Provider has published a Specification 
Threshold Test report which determined that:  

1. there is:  

a.  no material potential for non-network options either to  
defer or remove the need for the proposed investment 
to address the identified need; and 

b. no material potential for the identified need to impact 
adversely on the quality of service experienced by end 
use customers; and  
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(ii) the estimated capital cost of the most expensive investment option 
which is both economically and technically feasible for meeting the 
identified need is less than $10 million (varied in accordance with a cost 
threshold determination). 

10. Regulatory Investment Test for Distribution Process – Final project assessment 
report 

(a) As soon as practicable after the end of the consultation period on the draft 
project assessment report, the Distribution Network Service Provider must, having 
regard to any submissions received on the  draft project assessment report, 
publish a final project assessment report on its website. 

(b) If the proposed investment is exempt from the draft project assessment report 
stage under section 9(a), the Distribution Network Service Provider must 
publish the final project assessment report on its website as soon as practicable 
after the publication of the relevant Specification Threshold Test report.  

(c) The final project assessment report must be circulated to the Distribution Network 
Service Provider’s Register of Interested Parties within five business days of the 
publication of the report on the Distribution Network Service Provider’s website.  

(d) The final project assessment report must set out: 

(i) the matters detailed in the draft project assessment report as required 
under section 8(c); and 

(ii) summarise any submissions received from interested parties on the 
draft project assessment report and the Distribution Network Service 
Provider’s response to each such submission. 

(e) If the preferred option outlined in the final project assessment report has an 
estimated capital cost of $20 million or less, the Distribution Network Service 
Provider may discharge its obligations to publish its final project assessment 
report under sections 10(a) and (b) by including the final project assessment 
report as part of its Distribution Annual Planning Report.  

(f) The AER shall take into account a Distribution Network Service Provider’s 
application of the Regulatory Investment Test for Distribution and final project 
assessment reports when considering a Distribution Network Service Provider’s 
regulatory proposal under Chapter 6 of the National Electricity Rules.    

11. Dispute Resolution Process 

(a) Registered Participants, the AEMC, Connection Applicants, Intending 
Participants, and interested parties may, by notice to the AER, dispute 
conclusions made by the Distribution Network Service Provider in the final 
project assessment report in relation to the application of the Regulatory 
Investment Test for Distribution. 
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(b) A dispute may not be raised in relation to any matters set out in the final 
project assessment report which: 

(i) are treated as externalities by the Regulatory Investment Test for 
Distribution; or 

(ii) relate to an individual’s personal detriment or property rights. 

(c) A person disputing a final project assessment report must within 30 business 
days after the publication of the final project assessment report or the publication 
of a Distribution Annual Planning Report containing the final project assessment 
report: 

(i) give notice of the dispute in writing setting out the grounds for the 
dispute (the dispute notice) with the AER; and  

(ii) at the same time give a copy of the dispute notice to the relevant 
Distribution Network Service Provider. 

 
(d) Within 40 business days after receiving the dispute notice or within an 

additional period of up to 60 business days where the AER notifies interested 
parties that the additional time is required to make a determination because of 
the complexity or difficulty of the issues involved, the AER must either:  

(i) reject any dispute by written notice to the person who initiated the 
dispute if the AER considers that the grounds for dispute are invalid, 
misconceived or lacking in substance; 

(ii) notify the Distribution Network Service Provider that the dispute has been 
rejected; or 

(iii) make and publish a determination, subject to section 11(f): 

1. directing the Distribution Network Service Provider to amend the 
matters set out in the final project assessment report; or 

2. stating that, based on the grounds of the dispute, the 
Distribution Network Service Provider will not be required to 
amend the final project assessment report. 

(e) A Distribution Network Service Provider must comply with an AER 
determination made under section 11(d)(iii) within a timeframe proposed by 
the AER in its determination. 

(f) In making a determination on the dispute, the AER: 

(i) must only take into account information and analysis that the 
Distribution Network Service Provider could reasonably be expected to 
have considered or undertaken at the time that it performed the 
Regulatory Investment Test for Distribution; 
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(ii) must publish its reasons for making a determination;  

(iii) may disregard any matter raised by a party in the dispute that is 
misconceived or lacking in substance;  

(iv) may request further information from a party bringing a dispute, or 
from the Distribution Network Service Provider, in which case the period 
of time for rejecting a dispute or issuing a determination under section 
11(d)(iii) is extended by the time it takes the relevant party to provide 
the requested further information to the AER; and 

(v) where making a determination under section 11(d)(iii)(1), must specify a 
reasonable timeframe for the Distribution Network Service Provider to 
comply with the AER’s direction to amend the matters set out in the final 
project assessment report. 

(g) The AER may only make a determination under section 11(d)(iii) to direct the 
Distribution Network Service Provider to amend the matters set out in the final 
project assessment report, if it determines that: 

(i) the Distribution Network Service Provider has not correctly applied the 
Regulatory Investment Test for Distribution in accordance with the Rules; 
or 

(ii) there was a manifest error in the calculations performed by the 
Distribution Network Service Provider in applying the Regulatory 
Investment Test for Distribution. 

(h) A disputing party or the Distribution Network Service Provider (as the case may 
be) must as soon as reasonably practicable provide any information requested 
under section 11(f)(iv) to the AER. 

(i) The relevant period of time in which the AER must make a determination 
under section 11(d)(iii) is automatically extended by the period of time taken 
by the Distribution Network Service Provider or a disputing party to provide 
any additional information requested by the AER, provided: 

(i) the AER makes the request for the additional information at least 7 
business days prior to the expiry of the relevant period; and 

(ii)  the Distribution Network Service Provider or the disputing party provides 
the additional information within 14 business days of receipt of the 
request. 

12. Regulatory Investment Test for Distribution Guidelines 

(a) At the same time as the AER develops and publishes a proposed Regulatory 
Investment Test for Distribution under the distribution consultation procedure, 
the AER must also develop and publish guidelines for the operation and 
application of the Regulatory Investment Test for Distribution (the Regulatory 
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Investment Test for Distribution Application Guidelines) in accordance with the 
distribution consultation procedure and this section. 

(b) The Regulatory Investment Test for Distribution Application Guidelines must: 

(i) give effect to and be consistent with this section; 

(ii) provide guidance on: 

1. the operation and application of the Regulatory Investment Test 
for Distribution; 

2. the process to be followed in applying the Regulatory 
Investment Test for Distribution; and 

3. how disputes raised in relation to the application of the  
Regulatory Investment Test for Distribution and its application 
will be addressed and resolved by the AER.  

(c) The Regulatory Investment Test for Distribution Application Guidelines must 
provide guidance and worked examples as to:   

(i) the acceptable methodologies for undertaking the Specification Threshold 
Test; 

(ii) the acceptable methodologies for valuing the costs of an option;  

(iii) the suitable modelling periods and approaches to scenarios 
development; 

(iv) what may constitute an externality under the Regulatory  Investment Test 
for Distribution; 

(v) the acceptable methodologies for valuing the market benefits of an 
option,  

(vi) what constitutes a credible option; 

(vii) the  appropriate approach to undertaking a sensitivity analysis; 

(viii) the appropriate approaches to assessing uncertainty and risks; and 

(ix) when a person is sufficiently committed to a credible option to be 
characterised as a proponent under section 3(c).  

(d) The AER must develop and publish the revised Regulatory Investment Test for 
Distribution and Regulatory Investment Test for Distribution Application 
Guidelines by [insert date] and there must be a Regulatory Investment Test for 
Distribution and Regulatory Investment Test for Distribution Application 
Guidelines in force at all times after that date. 
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(e)  The AER may, from time to time and in accordance with the distribution 
consultation procedure, amend or replace the Regulatory Investment Test for 
Distribution and Regulatory Investment Test for Distribution Application 
Guidelines developed and published under this section, provided that such 
amendments must be published at the same time. 

(f) The AER may publish the Regulatory Investment Test for Distribution, the 
Regulatory Investment Test for Distribution Application Guidelines, the 
Regulatory Investment Test for Transmission  and the Regulatory Investment Test 
for Transmission Application Guidelines in a single document.  
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C Related AEMC Reviews and Rule changes 

There are a number of current policy reviews and Rule changes that relate to the 
arrangements for distribution network planning.  We will manage the various 
interactions between this Review and other work-streams as we conduct our 
assessment of the appropriate national framework.  This Review will incorporate, 
where relevant, the outcomes of our Reviews into Demand Side Participation,  
Climate Change, and Extreme Weather Events. 

The following areas of work, some of which were cited explicitly in the MCE’s terms 
of reference, are relevant to this Review.  

C.1 Review of Demand Side Participation in the NEM 

We are currently undertaking a review into Demand Side Participation (DSP) in the 
NEM.  The objective of this review is to determine whether there are barriers or 
disincentives within the Rules for the efficient uptake of DSP in the NEM.  Part of 
this DSP Review will assess whether there are any barriers to the uptake of non-
network investments within the current arrangements for distribution network 
planning.  

The Draft Report on the DSP Review was published on 29 April 2009.91  In the DSP 
Draft Report, it was noted that probabilistic planning standards are likely to be more 
consistent with the efficient use of DSP as they appear to be more amenable to 
handling DSP with different degrees of ‘firmness’.  The DSP Draft Report also 
highlighted that variability in network planning and consultation processes across 
DNSPs is likely to increase the costs associated with operating  across the NEM for 
non-network proponents. 

C.2 Demand Management Rule Change  

On 23 April 2009, the Commission published its final Rule determination on Total 
Environment Centre’s Demand Management Rule change proposal and determined 
to make the proposed Rule with some modifications.92  The Rule change proposal 
sought to increase the requirements and incentives for the use of demand 
management in the NEM.  The Rule as Made: 

• Requires TNSPs to provide specific information in their Annual Planning Reports 
about forecast constraints, where an estimated reduction in forecast load would 
defer a forecast constraint; and 

 
 
91 AEMC 2009, Review of Demand-Side Participation in the National Electricity Market, Stage 2: Draft Report, 

29 April 2009, Sydney. 
92 AEMC 2009, National Electricity (Demand Management) Rule 2009, Rule Determination, 23 April 2009, 

Sydney and National Electricity Amendment (Demand Management) Rule 2009, No. 11, 23 April 2009, 
Sydney. 
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• Requires the AER to consider the extent that TNSPs have made provision for 
appropriate efficient non-network alternatives, when it assesses revenue 
proposals.  To assist the AER in this task, TNSPs must provide information on the 
appropriate non-network alternatives they have considered in their revenue 
proposals.  

The Rule as Made commenced operation on 1 July 2009.  

C.3 Review of Energy Market Frameworks in light of Climate Change 
Policies 

The MCE has directed the Commission to undertake a review to determine whether 
the existing energy market frameworks should be amended to accommodate the 
introduction of the Carbon Pollution Reduction Scheme (CPRS) and the expanded 20 
per cent Renewable Energy Target (RET).  This review is to consider both the 
electricity and gas markets across all states and territories. The outcomes of this 
review are to provide advice on what, if any, changes are needed to energy market 
frameworks, including how these changes should be implemented.  The 2nd Interim 
Report to this review, which set out our proposed options for changes to energy 
market frameworks, was published on 30 June 2009.93   

This Review will be particularly important for the consideration of demand 
management, as the CPRS and expanded RET will impact on the potential costs and 
benefits of demand side solutions in the NEM.  Also there is a need to ensure that the 
project assessment process for distribution is consistent with climate change policies 
and especially whether the process appropriately values carbon costs. 

C.4 Review of Effectiveness of NEM Security and Reliability 
Arrangements in light of Extreme Weather Events 

On 28 April 2009, MCE directed the Commission to conduct a review of the 
effectiveness of NEM security and reliability arrangements in light of extreme 
weather events.  Under the MCE’s terms of reference, we were required  to report on 
measures that are currently under consideration that would improve system 
reliability and security, and any further cost-effective measures that could be taken in 
the short term that would impact on system reliability for the summer of 2009-10.   
This report was provided to the MCE on 1 June 2009.  

The report is to also consider any cost-effective changes that could be made to energy 
market frameworks to improve system reliability in the longer term and contribute 
to the more effective management of system reliability during future extreme 
weather events.  This report is to be provided to the MCE by 30 October 2009.  The 
MCE will determine whether the AEMC’s reports will be published. 

 
 
93 AEMC 2009, Review of Energy Market Frameworks in light of Climate Change Policies: 2nd Interim Report, 

30 June 2009, Sydney. 
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The MCE has requested that the Commission’s advice be provided in relation to 
generation and transmission networks. While the MCE notes that the performance 
standards of distribution networks are the responsibility of the jurisdictions, the 
MCE’s terms of reference also requests that the Commission provide any advice 
which would ensure network security and reliability.  

C.5 Regulatory Test Thresholds and Information Disclosure on Network 
Replacements Rule change  

On 23 October 2008, the Commission published Regulatory Test Thresholds and 
Information Disclosure on Network Replacements, Rule Determination and Rule as Made 
on the Rule change proposed by Grid Australia’s Regulatory.94  The effect of the 
Rule as Made has been

• raise the new small transmission network asset threshold from $1 million to 
$5 million and the new large transmission network asset threshold from 
$10 million to $20 million; 

• provide for a three yearly review of threshold values by the AER; and  

• require the following information to be provided on all proposed replacement 
transmission assets over $5 million in TNSPs’ Annual Planning Reports: the 
purpose of the proposed asset; a list of alternative projects; and the TNSPs’ 
estimated total capitalised expenditure on the proposed asset. 95   

As part of this Rule change, the Commission also considered aligning the revised 
new transmission network asset thresholds to the thresholds for new distribution 
network assets.  However, while noting the applicability to distribution of many 
issues in the Rule change proposal, the Commission considered that the appropriate 
thresholds for distribution should be subject to separate analysis and consultation, 
particularly as the scope for demand side projects is greater for distribution than for 
transmission.  

The Rule as Made commenced operation on 23 October 2008. 

C.6 Regulatory Investment Test for Transmission Rule change 
proposal 

On 20 February 2009, the Commission received a Rule change proposals from the 
MCE, seeking to implement a revised Regulatory Investment Test for Transmission 
(RIT-T), to improve the identification of transmission investment options which 
maximise net economic benefits.  This Rule change proposal was recommended to 

 
 
94 AEMC 2008, Regulatory Test Thresholds and Information Disclosure on Network Replacements, Rule 

Determination, 23 October 2008, Sydney and National Electricity Amendment (Regulatory Test Thresholds 
and Information Disclosure on Network Replacements) Rule 2008 No. 9, 23 October 2008, Sydney. 

95 At the time the Rule change proposal was submitted, only network augmentations were subject to 
information disclosure requirements. 
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the MCE by the Commission in its Final Report on the National Transmission 
Planning Arrangements in June 2008.96  

On 25 June 2009, the Commission published Regulatory Investment Test for 
Transmission, Final Rule Determination on the RIT-T Rule change proposal and 
determined to make the corresponding Rule.97  Under the Rule as Made, the revised 
RIT-T: will:  

• only apply when the capital cost of investment options exceed $5 million in 
value, with the exception of urgent or unforeseen investments, investments 
related to the provision of connection or negotiated services, and transmission 
projects which only involve replacements; 

• amalgamate the reliability and market benefits limbs of the current regulatory 
test; 

• facilitate earlier consultation in the planning process to enable other potential 
viable non-network options to be identified and assessed appropriately; 

• ensure that national market benefits are recognised under the project assessment 
process; and 

• include an additional market benefit category of option value, to recognise the 
benefits that the proposed project may have on future investments and costs.98  

The Rule as Made commenced on 1 July 2009.  Under the Rule as Made, the AER will 
be required to publish the RIT-T and RIT-T Application Guidelines by 1 July 2010. 

 

 
 
96 AEMC 2008, National Transmission Planning Arrangements, Final Report to MCE,  30 June 2008, Sydney.  
97 AEMC 2009, Regulatory Investment Test for Transmission, Final Rule Determination, 25 June 2009, 

Sydney and National Electricity Amendment (Regulatory Investment Test for Transmission) Rule 2009 No. 
15, 25 June 2009, Sydney. 

98 Ibid.   
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D Comparison of Jurisdictional Reporting Requirements 
with the Draft Framework 

The current jurisdictional requirements for reporting on the planning process are set 
out in the table below.  A comparison of these obligations with the reporting 
requirements under the draft recommendations (Draft Framework) is also outlined.   

The Draft Framework captures the existing jurisdictional reporting requirements, 
with the exception of the following points.  These issues are also discussed in 
Chapter 3. 

• The jurisdictions require reporting on historical information.  Given the planning 
document is a forward looking document to identify investment and connection 
opportunities and that historical information is included in other reporting 
requirements, the Draft Framework includes the requirement to report on a 
summary of the performance of the network for the preceding year only. 

• Some of the jurisdictional requirements relating to operational processes and 
procedures have not been included in the Draft Framework.  It was considered 
that operational procedures and  reporting (such as reporting on the adherence to 
safety procedures) were outside the scope of planning. 

• Some of the jurisdictions require regional development plans.  The Draft 
Framework does not include specific requirements for regional development plans 
as it focuses on system limitations according to asset class.  However, the Draft 
Framework includes the requirement to identify the location of the system 
limitation.  Load forecasts at the system level are also required.  We are seeking 
comments on whether regional development plans should be included in the 
national framework. 

Requirements in the Draft Framework that are in addition to the existing 
jurisdictional requirements are outlined below.  These issues are discussed in more 
detail in Chapter 2 and Chapter 3. 

• The Draft Framework requires DNSPs to establish and implement a Demand Side 
Engagement Strategy.  Comparable obligations currently exist in NSW and SA 
only.  However, it is noted that DNSPs in the other jurisdictions are required to 
consider potential demand management and embedded generation solutions in 
carrying out their planning. 

• The Draft Framework clarifies the requirements for: forecasting; identifying and 
reporting on system limitations (or constraints); and reporting on projects and 
investments. 

• The Draft Framework requires DNSPs to conduct a public forum following the 
publication of the DAPR.  Certification of the DAPR by the CEO and a Director or 
Company Secretary would also required.  Currently, no DNSPs conduct public 
forums and certification by the CEO is only required in QLD. 

• The Draft Framework also clarifies the joint planning provisions and changes the 
requirements such that joint investments would be assessed under the RIT-T.
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Summary of the Current Distributor Planning Requirements (compared with the Draft Framework)99 

 QLD NSW VIC SA TAS 
      

Regulatory 
Instruments100 
 

Queensland Electricity Industry 
Code 

Relevant Acts and Regulations Electricity Distribution Code ESCOSA Guideline No. 12 Tasmanian Electricity Code 

      

Planning requirements  Plan covering the next 5 years. 
 
DNSPs to produce a Network 
Management Plan (NMP) 
under the code to set out how 
the DNSP is to manage and 
develop its supply network. 
(This requirement is included 
in the Draft Framework .) 
 
Additional plans – The 
regulator may request DNSPs 
to prepare a “summer 
preparedness plan”. (No 
specific provisions are made 
for this requirement however, 
the Draft Framework  require 
DNSPs to take account of 
summer (and winter) peak 
conditions.) 

Network management plan 
unspecified period.  Demand 
management plan covering the 
next 5 years.  
 
Under the regulation, DNSPs 
are to review the network 
management plan when any 
significant changes occur and 
in any event at least once 
every 2 years.  (This 
management plan considers 
operational issues, some of 
which are outside the planning 
framework). 
 
Additional plans – Under the 
code of practice, DNSPs are to 
produce an “Electricity System 
Development Review” (ESDR), 
looking out over the 
“foreseeable future”.  (This 
requirement is included in the 
Draft Framework where an 
annual report on planning 
would be required.) 
 
 
 

Plan covering the next 5 years. 
 
Under the code, DNSPs are 
required to produce plans on 
meeting forecasted demand 
requirements and improving 
reliability looking at the next 
five years in a Distribution 
System Planning Report 
(DSPR).  (This requirement is 
included in the Draft 
Framework.) 

Plan covering the next 3 to 5 
years. 
 
ETSA is required to publish an 
Electricity System 
Development Plan (ESDP) 
setting out its planning criteria 
and five years of historical and 
forecast load data and 
expected network constraints 
over the next three years.  
(The forecasting requirement is 
included in the Draft 
Framework , which would 
extend the forward looking 
period to five years for system 
limitation data.  The Draft 
Framework  also requires a 
qualitative assessment of 
historical performance and 
compliance.  It has been 
considered that as the 
planning reports are forward 
looking and historical 
information is reported under 
other requirements, it would 
not be included in the Draft 
Framework.) 

Plan covering the next 5 years. 
 
Under the code, the DNSP is 
required to provide an annual 
plan on meeting predicted 
demand and improving 
reliability covering the next five 
years.  (This requirement is 
included in the Draft 
Framework.) 

                                                      
 
99 There are no state-based requirements for the ACT. 
100 Any applicable industry codes as outlined.  Refer to Appendix B of the Scoping and Issues Paper for additional details on applicable Acts and Regulations and licence 

conditions. 
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Summary of the Current Distributor Planning Requirements (compared with the Draft Framework)99 

 QLD NSW VIC SA TAS 
      

Contents of plans 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Requirements are outlined in 
the code. 
 
The Electricity Industry Code 
section 2.3.2 specifies that the 
network management plan is 
to include: 
 
• Background providing an 

explanation of the purpose 
of the report; (Included in 
Draft Framework .) 

• General information on the 
DNSP’s supply network; 
(Included in Draft 
Framework .) 

• Forecasts and discussion of 
the current operating 
environment; (Included in 
Draft Framework .) 

• Asset management policy 
and qualitative assessment 
of its compliance with the 
policy; (Included in Draft 
Framework where a general 
summary of the asset 
management strategy is 
required and a qualitative 
assessment of the DSNP’s 
compliance with its 
regulatory requirements.) 

• Demand management 
strategy including 
description of existing and 
planned programs and 
opportunities for demand 
side participation; (Included 
in Draft Framework .) 

Requirements are outlined in 
the regulation for the 
“management” plan and a 
specific guideline is issued by 
the Department of Energy, 
Utilities and Sustainability 
(DEUS) for the “performance” 
plan. 
 
The Electricity Supply (Safety 
and Network Management) 
Regulation 2008, Part 3, sets 
out the required contents for 
the network management plan.  
These include discussion of: 
 
• Characters of the 

distribution network; 
(Included in Draft 
Framework.) 

• Planning process employed 
including demand 
management technologies; 
system reliability planning 
standards; (Included in Draft 
Framework.) 

• Asset management 
strategies including risk 
management; technical 
service standards for quality 
and reliability of supply; 
(Included in Draft 
Framework where summary 
information on these areas 
would be required.) 

• Safety management 
strategy including analysis 
of hazardous events; 

Requirements are outlined in 
the code. 
 
The Electricity Distribution 
Code section 3.5 specifies that 
the distribution system 
planning report is to detail 
plans for the following 5 years 
covering areas including: 
 
• Forecast and historical 

demand; (Forecast demand 
included in Draft 
Framework.  Description of 
performance of preceding 
year also required.) 

• Feasible options for meeting 
forecast demand including 
opportunities for embedded 
generation and demand 
management; (Included in 
Draft Framework.) 

• Preferred option for meeting 
forecast demand details 
including estimated costs; 
(Included in Draft 
Framework.) 

• Ability to defer or avoid 
augmentation by reducing 
forecast demand through 
embedded generation or 
demand management; 
(Included in Draft 
Framework.) 

• Impact of loss load 
assessment; (Not 
specifically included in the 

Requirements are outlined in 
an industry guideline. 
 
The Electricity Industry 
Guideline No. 12 (made under 
section 8 of the Essential 
Services Commission Act 
2002) sets out in detail the 
DNSP’s obligations to report 
and consult on its system 
constraints and demand 
management plans.  The 
guideline specifies that the 
ESDP is to include: 
 
• Background providing an 

explanation of the purpose 
of the report; (Included in 
Draft Framework.) 

• General information on the 
DNSP’s supply network; 
(Included in Draft 
Framework.) 

• Descriptions of the basis for 
formulating load forecasts; 
(Included in Draft 
Framework.) 

• System planning and 
reliability guidelines; 
(Descriptions of the 
planning methodology and 
reliability standards are 
included in Draft 
Framework.) 

• Description of the state-wide 
sub-transmission network;  
(Description of the 
distribution network 

Requirements are outlined in 
the code. 
 
The Tasmanian Electricity 
Code clause 8.3.2 specifies 
that an annual distribution 
system planning report 
detailing plans over the 
following five years is to 
include: 
 
• Forecast and historical 

demand; (Forecast demand 
included in Draft 
Framework.  Description of 
performance of preceding 
year also required.) 

• Feasible options for meeting 
forecast demand including 
opportunities for embedded 
generation and demand 
management; (Forecast 
demand included in Draft 
Framework.  Description of 
performance of preceding 
year required.) 

• Preferred option for meeting 
forecast demand details 
including estimated costs; 
(Forecast demand included 
in Draft Framework.  
Description of performance 
of preceding year required.) 

• Ability to defer or avoid 
augmentation by reducing 
forecast demand through 
embedded generation or 
demand management; 
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(Forecast demand included 
in Draft Framework.  
Description of performance 
of preceding year required.) 

     

• Historical reliability 
performance for the 
previous five year period; 
(The Draft Framework 
requires a qualitative 
description of historical 
performance.  More detailed 
historical information has 
not been required given the 
planning reports are forward 
looking.) 

 

• Regional development 
plans; (Consideration of 
system limitations by asset 
level.  No specific 
requirements for regional 
development have been 
included in the Draft 
Framework.) 

Contents of plans cont’ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• Statement of reliability 
targets for the next five 
years including details of 
improvement programs 
including major expenditure 
initiatives; (Included in Draft 
Framework.)and  

• Risk assessment of major 
constraints. (Included in 
Draft Framework.) 

 

emergency procedures; 
adherence to safe working 
procedures; (Emergency 
procedures and adherence 
to safe working procedures 
would be an operational 
consideration and is not 
included in the Draft 
Framework .  Consideration 
of contingency events 
should be included by 
DNSPs in their obligations 
under the Draft Framework 
to meet their reliability 
targets.)   

• Strategies employed to 
comply with licence 
conditions relating to the 
design and operation of the 
system.  (Draft Framework  
requires a summary of the 
asset management strategy 
adopted.) 

The DEUS guideline sets out 
in detail the requirements of 
the annual network 
performance plan.  The plan 
sets out the requirement to 
provide operational and 
planning statistics including in 
relation to: 

• Audits and independent 
appraisals conducted; (This 
is considered an operational 
issue and is not included in 
the Draft Framework.) 

• Network design planning 

draft Framework however, 
DNSPs would be required to 
provide a description of the 
planning methodology 
employed and assumptions 
applied.) 

• Planning standards 
employed; (Included in Draft 
Framework.) 

• Reliability improvement 
programs description 
including the nature, timing, 
cost and expected impact 
on performance; (Included 
in Draft Framework  as 
system limitations arising 
from the requirement to 
meet reliability standards 
are included.) 

• Reliability programs 
evaluation. (Not included as 
considered an operational 
requirement.) 

 

included.) 

• Consultation Framework; 
(Included in Demand Side 
Engagement Strategy and 
under the RIT-D process.) 

• Register of interested 
parties. (Included in Draft 
Framework.) 

  

• Assessment of load at risk 
for the system and supply 
regions; (Not specifically 
included in the draft 
Framework however, 
DNSPs would be required to 
provide a description of the 
planning methodology 
employed and assumptions 
applied.  Forecasts are also 
required to be provided at 
the system level taking into 
consideration peak 
conditions.) 

• Planning standards 
employed; (Included in Draft 
Framework.) 

• Reliability improvement 
programs description 
including the nature, timing, 
cost and expected impact 
on performance; (Included 
in Draft Framework as 
system limitations arising 
from the requirement to 
meet reliability standards 
are included.) 

• Reliability programs 
evaluation. (Not included as 
considered an operational 
requirement.) 
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Contents of plans cont’ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

criteria; (Draft Framework 
requires a description of the 
planning methodology 
adopted and the 
assumptions applied to 
planning and forecasting.) 

• Technical service 
standards;  (Draft 
Framework requires a 
summary description of the 
reliability and quality of 
supply standards that 
apply.) 

• Detailed annual 
performance results;  (Draft 
Framework requires a 
description of the 
performance of the 
preceding year.) 

• Network safety incidents 
and incident reports;  (This 
is considered an operational 
issue and not included in 
the Draft Framework ) 

• Customer installations.  
(Draft Framework s includes 
the requirement for DNSPs 
to forecast the level of 
embedded generation.) 
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F Distribution Reliability in the NEM 

The reliability of distribution systems in the NEM varies significantly across different 
geographic areas.  Reliability is generally best in CBDs and high density inner urban 
areas (typically 2 – 20 minutes off supply per annum), and  worst in remote rural 
areas where outages may exceed 1000 minutes in aggregate per annum.  

The reliability of distribution systems vary significantly.  The exact reasons for the 
differences have not been studied, however some of the factors that influence 
differences in reliability performance are discussed in this Appendix.  

Distribution reliability in Australia is measured using three parameters, namely 
SAIDI, SAIFI and CAIDI, which are defined below: 

System Annual Interruption Duration Index (SAIDI) is the sum of the duration of 
each sustained customer interruption, multiplied by the number of customers 
impacted by each interruption, divided by the total number of customer’s serviced 
(expressed in minutes). 

In common language, SAIDI is the average aggregate number of minutes per annum 
that supply is lost (for greater than one minute), to the average customer. 

System Annual Interruption Frequency Index (SAIFI) is the total number of 
sustained customer interruptions, multiplied by the number of customers impacted 
by each interruption divided by the total number of customers serviced (expressed as 
a unit number). 

In common language, SAIFI is the average number of outages that the typical 
customer will experience in a year. 

Customer Average Interruption Duration Index (CAIDI) =
SAIFI
SAIDI

 

In common language, CAIDI represents the average time taken to restore supply, 
after an interruption occurs. 

F.1 Factors Effecting the Reliability of Distribution Systems 

F.1.1 Legacy Issues and Externalities 

DNSPs in Australia are faced with managing and improving the reliability of their 
distribution systems under circumstances where historical decisions taken many 
years ago have left them with a legacy of system design and configuration issues, 
which cannot be easily changed in the short to medium term. 

In addition, the performance of any distribution system is affected by local 
environmental, weather and terrain factors for which the design of the distribution 
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system can mitigate against, but cannot eliminate (e.g. bushfires, earthquakes, 
cyclones, etc.). 

F.1.2 System Security 

Most distribution systems worldwide are designed and operated with their 
distribution and sub-transmission systems being partly radial (no redundancy) and 
partly meshed (N-1 redundancy or better).  There are many variations in the 
practices of designing redundancy into a distribution/sub-transmission system, 
including load management, embedded generation, manual switching, automated 
switching, etc., but the fundamental issue that most impacts the level of reliability 
achieved is whether the system is radial, or whether it has in-built redundancy (full 
or partial) to cater for an N-1 contingency. 

The system security standards used by DNSPs in the NEM are summarised in 
Appendix A of the SKM Background Report. 

Distribution/sub-transmission networks are complex systems, with many different 
components (transformers, overhead feeders, underground feeders, switches, etc.), 
each with their own individual failure modes, failure rates and mean repair times.  
To be able to accurately statistically model the impact of the different levels of system 
security on the level of reliability achieved by distribution companies requires large 
amounts of data and complex modelling techniques (e.g. Markov modelling). 

F.1.3 System Configuration & Design Factors 

The reliability of a distribution network is intrinsically dependent on the network 
configuration/design characteristics, the environment in which it operates in, and 
the maintenance practices employed.  Factors such as customer density, operating 
environment, and geographic service area, influence the design of the distribution 
system, as do economic and safety considerations. 

Examples of differences that exist between various parts of the distribution systems 
used in Australia include: 

 Customer/load density; 

 Voltage levels; 

 Network length and service area; 

 Mix of overhead and underground; 

 Backup/duplication for network failures (planning philosophies) and the degree 
of spare tie capacity (asset utilisation); 

 Automatic protection schemes to remove faults and limit the number of 
customers interrupted; and 

 Remote control load transfer schemes to improve the speed of restoration for 
faults. 
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At one extreme is a fully underground meshed network for a CBD type network, 
which  may deliver around 2 – 10 minutes of SAIDI, and at the other extreme is a 
fully overhead radial network for short and long rural networks ,which may deliver  
200 – 600 minutes of SAIDI or more.  Most Australian DNSPs operate a mixed 
underground and overhead network.  The majority of urban customers are supplied 
from a mixed overhead / underground interconnected network, while most rural 
customers are supplied from an overhead radial network. 

F.1.4 Environmental Factors 

Australia is a large and diverse country with significant extremes in the terrain, 
environmental and weather conditions that impact on the operation of the 
distribution systems.  Those environmental factors that most impact on the reliability 
performance of distribution systems include: 

• Vegetation density; 

• Bird and wildlife activity; 

• Human activity; 

• Storm activity (both electrical and wind); 

• Heavy rain and flooding; 

• Temperature extremes; and 

• Remoteness. 
 

These influencing factors vary in their relative impact on different parts of the 
distribution systems.  For example, storm activity tends to have a greater impact on 
the overhead system, whereas heavy rain and flooding tends to have greater impact 
on underground systems and ground level equipment. 

The differences in performance across apparently similar systems can be quite 
dramatic.  For example, it is well recorded that across a wide range of overhead 
distribution systems (11 kV / 22 kV), both in Australia and overseas, the average 
annual fault rate in overhead distribution systems is about 10 sustained outages per 
100 km of line, per annum.  What is not so well known is that the single wire, earth 
return (SWER) systems supplying the remote parts of rural Australia actually exhibit 
lower than average fault rates (possibly as low as 2 – 5 outages/100 km/annum), 
while overhead feeders in urban areas exhibit higher than average fault rates, some 
as high as 30 – 40 outages/100 km/annum.101 

The reasons for these differences are explained by the fact that: 

 

 

101 SKM fault rate and reliability database. 
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• SWER systems are of a simple design, with fewer components to fail; 

• Distribution lines in urban areas are more complex, with more poles, more 
insulators, more components generally to fail; 

• Vegetation and wildlife (possums, etc.), generally has closer access to overhead 
lines in urban areas, with trees growing close to houses, service wires and street 
mains; and 

• Human activities in urban areas have a greater impact on overhead distribution 
(e.g. cars hitting poles, high vehicle transport, other construction activities, etc.). 

Although fault rates (expressed as faults/100 km/annum), are higher in urban areas 
than rural areas and the number of customers impacted in urban areas are generally 
higher, the overall SAIDI minutes of supply are higher in rural areas due to the 
longer lengths of overhead lines and longer response times. 

F.1.5 Other Factors 

Other important factors that can have an impact on the overall level of distribution 
system reliability include: 

• The ageing and deterioration of the condition of critical infrastructure assets; 

• Asset management philosophy and general maintenance policies and practices; 

• Fault levels and equipment / feeder loadings; 

• The extent to which live line work practices are adopted; 

• Auto-reclose and remote reclose practices; and  

• Extent of Supervisory Control and Data Acquisition (SCADA) and distribution 
automation (DA or Smart Networks). 

F.2 Differences in the Underlying Performance Potential of Different 
Distribution Systems 

As noted in the previous section, there are a range of factors which can influence the 
reliability performance of a distribution system.  Some of these factors are within the 
ability of DNSPs to control, or at a minimum, influence, while other factors are of a 
legacy nature beyond the immediate ability of the DNSP to mitigate against.  Some of 
these legacy and external influences are discussed below. 

F.2.1 Selection of Primary Distribution Voltage 

Historically, and for a variety of reasons, the primary distribution systems in 
Australia are built and energised at different voltages, the most common being 11 kV 
and 22 kV.  There are also small amounts of other legacy voltages such as 5 kV, 6.6 
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kV, etc.  In addition, many parts of rural and remote rural areas are supplied by 12.7 
kV and 19.1 kV SWER systems. 

Approximately 70 – 80% of all customer minutes lost (SAIDI) occur on the primary 
distribution systems, and consequently the number of customers connected, the 
exposed length of overhead line, and the outage performance (outages/100 
km/annum) is critical in determining the overall reliability of a DNSPs network. 

The main difference in the relative performance between 11 kV systems and 22 kV 
systems comes from the first two of these factors, namely: 

• The difference in the average number of customers connected per 11 kV and 22 
kV feeder; and  

• The difference in the route length of exposed overhead line per 11 kV and 22 kV 
feeder. 

While there may also be differences between the fault rates (per 100 km/annum) on 
11 kV lines versus 22 kV lines, there are no known national or international studies to 
confirm this, and most studies assume a similar outage rate. 

As indicated above, it is known that the average number of customers connected to 
each 22 kV feeder in Australia is significantly higher than the average number of 
customers connected to each 11 kV feeder.  While the exact number will vary from 
network to network (and will depend predominantly on whether they are CBD, 
urban, rural or remote rural feeders) typically one would expect to find between 3000 
– 5000 customers connected to a 22 kV feeder in an urban area, while typically only 
1000 – 2000 customers may be connected to an 11 kV feeder in a similar urban area. 

This means that for every substantial fault on the 22 kV feeder, and assuming a 
similar network configuration and level of automation, more customers lose supply 
on a 22 kV feeder than an equivalent 11 kV feeder resulting in proportionately higher 
SAIFI and SAIDI. 

Similarly, one of the reasons that 22 kV was historically favoured over 11 kV is that it 
can convey electrical loading over longer distances than 11 kV, without suffering 
from excessive voltage drop.  It is often favoured therefore, for supplying rural areas, 
resulting in more customers being connected per feeder and the feeder having a 
greater level of exposed route length. 

In a study of selected Australian and international utilities conducted by SKM, it was 
found that this difference in the selection of primary distribution voltage (and the 
subsequent impact on customers connected and exposed route length) was the single 
largest factor in explaining differences in system reliability (SAIDI). 

F.2.2 Mix of Overhead and Underground Systems 

Appendix B of SKM’s Report to the AEMC identified the different levels of 
undergrounding that exists between DNSPs in Australia.  This is summarised in 
Table F.1 below, together with the primary distribution system voltage level. 
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Table F.1:  Comparison of overhead and underground systems between 
Australian DNSPs102  

DNSP Distribution voltage (kV) % underground (approx.) % overhead (approx.) 

ETSA Utilities 11 17 83 

CitiPower 11 & 22 37 63 

Powercor 22 5 95 

Jemena 22 Not available Not available 

SP AusNet 22 0.5 99.5 

United Energy 22 Not available Not available 

Aurora 11 & 22 8 92 

EnergyAustralia 11 28 72 

Integral Energy 11 31 69 

Country Energy 22 3 97 

ActewAGL 11 54 46 

ENERGEX 11 28.8 71.3 

Ergon Energy 11 & 22 3.5 96.5 

Note: 
Dominant primary distribution voltage shown first. 
SWER and other minor voltages not listed. 
 

As can be seen, the level of undergrounding varies from a minimum of 0.5% (SP 
AusNet) to a maximum of 54% (ActewAGL).103 

Since the average fault rate (outages/100 km/annum) on an overhead system is 
approximately three times that on an underground system (approximately 10.2 
compared with 3.5), this will be a significant factor in overall system reliability 
(SAIDI).104 

F.2.3 Weather Influences 

The exclusion of extreme weather and other events such as cyclones, bushfires, etc. 
using the 2.5 beta method (or any other method), generally does not compensate for 
differences in the ongoing daily, weekly and annual variations in weather patterns 
from country to country, state to state, or region to region.  The differences in the 
levels of “average thunder days”, “heavy rain days” and “high wind days”, can 

                                                      

 

102 Ibid.  
103 SKM, 2009, ‘Advice on Development of a National Framework for Electricity Distribution Network 

Planning and Expansion’, Appendix B, 13 May, 2009. 
104 SKM reliability and fault rate database. 
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impact on distribution systems in different ways, and can be significantly different 
from region to region, as shown in the following table. 

Table F.2:  Relativity of weather events105 

Weather event per annum Queensland Victoria New Zealand 

Average thunder days  20 – 40 (11%) 10 – 20 (6%) 10 – 15 (4%) 

Heavy rain days (>50 mm) 7.5 1 5 

Percentage high wind (>30 
km/hr) 

3% 21% 0.6% 

In the SKM study of selected national and international utilities, the relative impact 
of prevailing weather conditions was second only to the selection of primary 
distribution voltage levels in explaining differences in the reliability of distribution 
factors, of those factors that were outside of the immediate control of distribution 
companies. 

F.3 Other Influencing Factors 

This appendix has described the relative impact that external or unmanageable 
factors (at least in the short term) have on the overall reliability of distribution 
systems.  In addition, there are a number of other factors that are within the control 
and decision making processes of a DNSP to influence.  The most notable of these 
and those which have most impact on overall system reliability are: 

• Geographic area and travel times; 

• Live line work practices; 

• Extent of SCADA and distribution automation; and 

• Auto reclose and remote reclose practices. 

 

                                                      

 

105 Bureau of meteorological data for the jurisdictions indicated for 2005. 


