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About this report 
Who is Power and Water? 

We are the essential service provider in the Northern 
Territory (NT) providing electricity, gas, water and 
sewerage services as seen in Figure 1. Our purpose 
is to make a difference to the lives of Territorians. 
Our business connects our communities to reliable 
and affordable essential services and provides a 
foundation for economic growth. 

What is this Draft Plan about? 

Our electricity services provide power to 
90 townships and communities across a vast 
landmass. Our three largest networks in Darwin-
Katherine, Alice Springs and Tennant Creek are 
under price regulation. The networks provide 
electricity to 72,000 residential customers and 
11,000 businesses. 

Every fve years, the Australian Energy Regulator 
(AER) undertakes a review of our proposed 
expenditure, revenue and tariff structures for 
our regulated networks. Our next regulatory 
period is from 1 July 2024 to 30 June 2029 
(the 2024-29 regulatory period). The AER review 
process takes about 18 months with our initial 
regulatory proposal due on 31 January 2023. 

This Draft Plan sets out our proposed plans for our 
upcoming 2024-29 regulatory period. Its purpose is to 
capture feedback from our customers and broader 
stakeholders on our plans before submitting our 
initial regulatory proposal to the AER. 

As an essential service provider our role is to serve 
the community. It is vital that we listen to what our 
customers expect from our network both now and 
into the future. The fve year regulatory proposal 
provides an important opportunity for customers 
to provide input into our strategic direction, 
and ensure their values, vision and priorities are 
refected in our fve-year expenditure plans. 

 Over the last year, we have met with our 
customers, energy partners and government 
representatives to hear what is important to them. 
This included an innovative new way to engage 
with everyday residential customers in Darwin-
Katherine and Alice Springs – our People's Panels. 
Our Draft Plan seeks to show a ‘line of sight’ 
between the priorities of our People's Panels and 
our fve-year plans. 

This is only the start of our engagement journey. 
There are areas of our plans where we have not 
engaged with stakeholders. The Draft Plan sets 
out questions for customer feedback. We will 
be engaging further with our customers before 
fnalising our proposal on 31 January 2023. 

The AER will undertake an exhaustive review of our 
proposal and provide a fnal determination by April 
2024. During this time, we will continue to engage 
with our customers and stakeholders on key issues. 

How can you provide feedback? 

We have developed a new web page called 'Your 
Say' that is focused on the upcoming 2024-29 
regulatory proposal. This means you can directly 
provide your input to the questions we have posed 
in this Draft Plan, and provide any other comments. 
The web page can be accessed directly through 
this link (https://www.powerwater.com.au/your-
say/draft-plan). 

Consultations on the Draft Plan will close on 
13 September 2022. 
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Figure 1 – Snapshot of our network 
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A message from our 
Chief Executive Offcer 

Customers are at the 
centre of everything 
we do. It is therefore 
vital they are involved 
in developing our 
upcoming 2024-29 
regulatory proposal for 
our regulated electricity 
networks in Darwin-
Katherine, Alice Springs 
and Tennant Creek. 

Our purpose as a business is to make a difference 
to the lives of Territorians and we have been 
consulting with our customers over the last year on 
their expectations of our business. We understand 
that our services are essential to everyday lives and 
our business community. It is important that we 
listen to our customers and embed their values, 
preferences and vision into our future strategies 
and plans. 

These are exciting times to be in the energy 
industry. The shift to renewable energy started a 
decade ago with many customers installing solar 
on their roofs. Renewables are expected to supply 
50 per cent of electricity consumed in Darwin-
Katherine and Alice Springs by 2030. 

The transition to renewables will be an engineering 
challenge but there are clear benefts to the NT 
from cleaner and more affordable energy. 

The shift to renewables has been front of mind for 
our customers in our engagement sessions. We 
have laid out our vision of a being a key enabler 
in the NT’s transition to a 50 per cent renewable 
energy future by 2030. As the operator of the 
transportation network of electricity, we lie at the 
centre of the shift to renewables. We agree with 
our customers that now is the time to redesign and 
re-engineer our network. 

In this Draft Plan, we have identifed new initiatives 
to increase the network’s capacity to deliver two-
way fows of energy using our customers’ household 
solar. We are also exploring our customers’ 
preference for an initiative to install community 
batteries that capture excess solar and would feed 
our energy system when the sun is not shining. 

Our customers have also been telling us that we 
need to think long term to ensure the network 
remains reliable and secure. We have discussed 
challenges that lie ahead with replacing a 
signifcant proportion of assets installed after 
Cyclone Tracy. Our customers also want us to 
facilitate and fuel new technologies, including 
electric vehicles. 

Our Draft Plan is being prepared at a time when 
fnancial markets are volatile. Financing costs are 
rapidly accelerating due to higher interest rates 
and global events in Ukraine. This has resulted in a 
forecast of revenue that is signifcantly above what 
we anticipated at the time of consulting with our 
customers in March and April. 

The Draft Plan provides a good framework for 
further conversation on our plans going forward, 
particularly considering changing market 
conditions. We welcome your feedback. 

Djuna Pollard 
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A message from our 
Reset Advisory Council 

Electricity is 
complicated. 
Transport is a 
useful analogy for 
Territorians to help 
break down some of 
this complexity. 

Power and Water 
does not make 
electricity, rather they 
deliver it. They are in 

the electricity transport business. 

They are responsible for the electrical ‘roads’ that 
transport electricity from generators to customers. 
This includes the electrical ‘highways’ from the 
large generators to the substations where the 
transport routes divide into the electrical ‘streets’ 
that connect directly to customers. Since not that 
many of us store electricity at home we tend to 
rely on a continuous delivery service. Power and 
Water respond as fast as they can when there is an 
interruption to electricity delivery. 

How do we want our electricity delivered to us for 
the rest of this decade? That is what is up for grabs 
as Power and Water develop their revenue proposal 
for the 2024-29 regulatory period. This represents 
a fve year window where Territorians will rely on 
electricity as much, or more, than they do now. 

To put a sense of scale to what is up for grabs, in 
the current fve-year window, Power and Water has 
been approved to collect over $800 million dollars 
from customers via their electricity retailers. This 
was considered enough to pay for the operation, 
maintenance, refurbishment and expansion of the 
shared network. 

But is this the right amount for 2024-29? Are there 
opportunities to be more effcient? Is there a case 
for spending more on certain things? By consulting 
with its customers, Power and Water will refne its 
proposal for 2024-29. 

The role of the RAC is to keep a voice of the 
customer at the table as Power and Water consider 
the feedback from you – their customers. 

The People’s Panels and other sources of feedback 
have emphasised the following: 

• Customer Service is really important – 
customers want to be able to talk to the 
business about important issues (new 
connections, move-ins, move-outs, metering 
and more) and clearly want to know more 
information when electricity deliveries are 
interrupted. 

• The three regulated networks have some really 
unique attributes that mean that customers 
have quite different electricity delivery 
experiences and therefore have different 
priorities for the future. 

• Customers have embraced the idea of ‘home 
brew’ electricity and want to share it more. 
They want Power and Water to ensure the 
electricity ‘streets’ are wide enough and in 
good enough condition for them to share with 
their neighbours. They are interested in sharing 
some local electricity storage as well. 

• Customers also expect Power and Water 
to think about the long-term and invest in 
maintaining the electricity roads, streets, 
substations and so on to keep electricity 
deliveries as reliable as they are now – or even 
better for some customers – until 2030 and 
beyond. Customers understand that most of 
the infrastructure was built over a short period 
of time and it won’t last forever – but they 
don’t want to have to pay to replace it all over a 
similarly short time frame. 
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Customers have been consistent and clear that 
affordability for households and businesses are a 
top priority. So, it is important to also consider that 
investments in the future capability and capacity 
of the electricity delivery network will mean 
borrowing more money. 

The existing ‘regulatory asset base’ (the amount 
still ‘under fnance’) is over a billion dollars. It is 
becoming clear that the current period of low 
interest rates is over. This means it will cost more 
to fnance the electricity network in the next 
fve years compared to the previous fve years. 
However, it is not yet clear just how much interest 
rates will go up. In an era of higher interest rates, 
some important trade-offs will be needed to keep 
revenues at the same levels as now. 

Feedback on this document is a very important 
way of fnding the right balance between the risk 
of underinvesting in the electricity delivery network 
and the risk of ‘gold plating’ and spending more 
than we really need. We look forward to hearing 
your feedback and we will do our best to represent 
that to Power and Water as we work towards a 
Draft proposal to the Australian Energy Regulator 
in January 2023. 

Andrew Nance 

The 2429 Reset Advisory Committee is 
made up of our broader customer base, 
with representation from everyday 
residential customers, advocacy bodies for 
socially and economically disadvantaged 
customers, youth and young people and 
small, medium and large-scale business. 
The committee has been working hard 
over the last few months, providing input 
to our regulatory proposals, assessing and 
reviewing customer engagement activities 
and ensuring our materials refect what 
matters to them and the broader customer 
base. 

Dr Andrew Nance is an independent 
consultant appointed by us to support 
the RAC. His role is to work with our Chair, 
Gavin Dufty and Committee members 
to gather input and feedback on our 
regulatory proposal from a customer 
perspective. 
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The expenditure plans presented in the Draft Plan would lead to a revenue 
increase of 10 per cent (excluding infation) compared to the 2019-24 current 
period. This is higher than anticipated at the time of our customer consultations 
in April 2022 due to a rapid increase in fnancing costs. In light of rising cost of 
living pressures, we consider this is an opportune time to re-visit our customers’ 
preferences. The key issue is what expenditure can be deferred to improve short 
term affordability and what are the short and long-term risks. 

This Draft Plan provides our initial view on the 
expenditure, revenue and tariffs for the 2024-29 
regulatory period for our regulated electricity 
networks in Darwin-Katherine, Alice Springs and 
Tennant Creek. Chapter One of our proposal 
provides relevant background on our customers 
and our role in providing network services. 

The purpose of the Draft Plan is to open a 
conversation with our customers on our strategic 
direction and the details of our plans. Our 
customers have been central to the development 
of our initial plans. Our engagement activities 
commenced in September 2021 and have focused 
on speaking directly to our customers. 

A key innovative approach was to convene People's 
Panels in Darwin and Alice Springs – a group of 
representative customers that devote weekends 
to help shape our plans for the future. The vision, 
values and priorities have deeply infuenced the 
plans set out in this document. Chapter 2 provides 
further information on our customer engagement 
activities and outcomes. 

Adapting to unprecedented change 

Our three separate regulated networks supply 
the smallest number of customers of any network 
in Australia. This places us under an immense 
scale disadvantage relative to other networks in 
Australia. We operate in diffcult environments 
subject to extreme heat and weather events 
that place further pressure on delivering our 
services. Our small scale is further exacerbated by 
resourcing constraints in the NT. 

Our small network is facing disruptive and fast 
paced change driven by global and local factors 
including climate change, electrifcation of 
transport, ageing network assets and a growing 
economy. Our functions and cost structures will 
change dramatically over the next 20 years. 
The strategic priorities we discuss in Chapter Three 
of this Plan are about adapting to change in a 
way that can maintain affordability and quality of 
services. This is discussed below, and is depicted 
in Figure 2. Our regulatory proposal has sought 
to embed our strategic priorities in our fve-year 
expenditure, revenue and tariff plans. 

Transition to low-cost renewable energy 

Our most pressing challenge is facilitating the NT’s 
transition to renewable energy. Renewable energy 
offers the Territory the benefts of clean and 
low-cost power that can unlock capacity to grow 
our economy. 

Our network lies at the centre of fulflling the 
Northern Territory Government’s (NTG) goal 
of 50 per cent renewable energy by 2030. Our 
transmission network will need to relocate and 
expand to meet a rapid increase in large solar 
farms including connecting new ‘renewable hubs’ 
announced by the NTG. We will also need to adapt 
our network to provide increasing exports at the 
street level. 
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Figure 2 – Drivers of change impacting our business 
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Our strategic planning is looking beyond 2030 
as we plan for a NT electricity system that is more 
reliant on renewables. This will be a signifcant 
engineering challenge for our network which 
was built for one way traffc from large fossil fuel 
generators. We will need to draw on modern 
technology to re-shape our network to deliver 
exported energy at the street level. 

Our fve-year plans for 2024-29 include a new 
export hosting system to cost-effectively unlock 
higher levels of household solar. We will also be 
investing in community batteries to store excess 
solar in the day and discharge in the evening when 
the sun is not shining. 

Meet the growing demand of Territorians 

We expect demand to signifcantly increase over 
the next 20 years. The NTG predicts our population 
will increase by more than 30 per cent by 2040. 
In addition, we will need to provide electricity to 
major industrial customers locating to the Territory. 

Electric vehicles will also heavily impact demand 
for energy with each car adding approximately 
30 per cent more consumption for a typical 
household. 

This provides our network with an opportunity 
to increase our scale and pass on lower costs 
to our customers through better utilisation of 
the network. Our strategic priority is to provide 
customers with the right information and 
incentives to shift energy consumption to off-peak 
periods. 

Our fve-year plan includes initiatives to improve 
our network tariff structures so they provide 
customers with price signals that refect our future 
costs. This includes lower prices in off-peak periods 
during the day when low cost solar is available 
and when there is signifcant load capacity on our 
network. 

Managing the health of our network 

We have emerging challenges ahead with 
managing our network assets. A large proportion 
of our assets were constructed shortly after Cyclone 
Tracy in 1974. By the end of 2030, these assets 
will be approaching 55 years of age. This may 
trigger a signifcant uplift in replacement capital 
expenditure in the following decade. We need to 
plan for these changes to preserve the reliability 
and security of the network into the future. 

Our strategy will be to employ best practice asset 
management practices and risk tools to extend the 
life of these assets. At the same time, we will look 
to new technology to retire rather than replace 
ageing assets. Even with these measures in place, 
we still expect our replacement expenditure will 
need to increase signifcantly beyond 2030. We 
are looking at measures to smooth the expected 
price increase in the 2030 to 2040 period including 
through a novel approach suggested by our 
People's Panel – a ‘saving for a rainy day’ fund. 
Under this approach, a small amount of revenue 
would be put aside in the 2024-29 period to use 
when replacement capital expenditure increases in 
future periods. 

Uplifting our people and systems 

To deliver our increased functions, we will need 
to uplift our capability through smart systems 
and getting the best out of our staff. At present 
we use ageing Information Communication 
and Technology (ICT) systems that are losing 
functionality. We have made some investments 
in the 2019-24 period and will progressively 
implement new systems over the next 10 to 15 
years. We already have in place a new operating 
model which will help capture synergies in the way 
our staff deliver services as our workload continues 
to rise. 

Chapter Three of this Draft Plan seeks to capture 
feedback from our customers on our 20 year 
strategic outlook, including the four key priority 
areas that have infuenced the development of our 
2024-29 expenditure, revenue and tariff plans. 
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The right balance – affordability and 
investing for the future 

A consistent theme in our engagement with 
customers has been the right balance between 
maintaining affordability of our network service 
and long term sustainability. 

The change in network revenue between 
regulatory periods is a good metric for assessing 
impacts on affordability. Figure 3 shows that our 
revenue is forecast to increase by 10 per cent 
in 2024-29 compared to 2019-24, excluding the 
impacts of infation. Despite this, our forecast 
revenue is below the allowance set by the Utilities 
Commission in 2014-19 and the subsequent 
Ministerial direction that had been put in place to 
reduce revenue over that period. 

The revenue forecast is higher than our 
expectations at the time of our People's Panels 
sessions in April 2022, largely due to a signifcant 
change in fnancial markets. Figure 4 shows the 
change in our forecast revenue as a result of the 
People's Panels sessions and subsequent changes 
in fnancial markets. 

Commitment to target reductions in forecast 
revenue 

In our April People's Panels sessions we noted that 
our initial estimates of expenditure plans indicated 
a revenue forecast of $892 million, about 7 per 
cent higher than the 2019-24 period. We discussed 
levers that could reduce revenue to 2019-24 levels. 
This included prioritising capital expenditure, 
changing our accounting treatment of overhead 
allocation to capitalise more overheads (which 
defers cost recovery), and implementing effciency 
stretch targets for operating expenditure. This 
reduced revenue to $835 million, close to actual 
revenue in the 2019-24 period. 

Testing customer preferences for additional 
programs 

Our customers wanted us to invest for the 
long-term including facilitating renewables, 
proactively managing the ageing of our network 
and improving customer service. We provided 
customers with options for additional programs 
not included in our initial expenditure estimates 
at the time. Customers were comfortable with the 
inclusion of these future looking programs even if 
they resulted in a small increase in revenues for 
the 2024-29 period compared to 2019-24. 
The implementation of customer preferences 
added $29 million to the forecast resulting in 
revenue forecast for 2024-29 of $864 million. 

Global headwinds – fnancing costs impacting 
our forecast revenue 

Since our customer consultations, our expected 
fnancing costs for the 2024-29 period has 
increased markedly due to higher interest rates, 
and global events. These uncontrollable factors 
have caused a further uplift in our forecasted 
revenues to $921 million, 10 per cent higher than 
the last regulatory period (excluding infation). 
At the same time, infation has risen signifcantly 
since April 2022, and this will add further cost of 
living pressures to our customers. 

The key question posed in the Draft Plan is 
whether priorities for customers have shifted in 
light of higher than expected revenue. Improving 
affordability in the short-term will mean projects 
are deferred, and that reliability and safety risks 
will rise. Deferring expenditure also places price 
pressures for future generations, compounding 
the expected increase in replacement capital 
expenditure to manage the ageing assets built 
after Cyclone Tracy. 
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Figure 3 – Forecast revenue for 2024-29 compared to current and previous periods ($, 2024 real) 
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Figure 4 – Changes to our revenue forecasts since our People's Panel sessions in April 2022 ($, 2024 real) 



 

 

Numbers at a glance 

Figure 5 identifes the key expenditure and 
revenue inputs in our Draft Plan. Our investment 
costs have risen signifcantly due to an increase in 
our forecast capital expenditure combined with 
an increase in the rate of return. However, the 
reduction in operating expenditure in the 2024-29 
period is placing downward pressure on revenue. 
Below we provide a summary of our expenditure 
plans, revenue plans and tariff structure changes. 
All numbers are expressed in real $2024 except for 
bill impacts which are in nominal dollars. 

Capital expenditure 

We forecast a signifcant increase in capital 
expenditure in the 2024-29 period. Higher capital 
expenditure is driven by an expected increase in 
replacement and growth capital expenditure. 

Replacement of network assets accounts for 
40 per cent of forecast capital expenditure. The 
key driver of higher expenditure is an expected 
decline in the condition of our assets due to age 
and environment. The higher expenditure also 
refects a replacement fund that seeks to bring 
forward future replacement based on customer 
preferences. Growth capital expenditure accounts 
for about 28 per cent of forecast capex in the 
2024-29 period. We expect signifcant growth in 
some parts of our network to meet new residential 
and commercial connections. We are also investing 
in hosting capacity and community batteries as 
part of our future network strategy consistent with 
customer priorities. 

Non-network capital expenditure accounts for 
about 13 per cent of forecast capex in 2024-29. 
We are planning to make scale-effcient and 
prioritised investments in the 2024-29 period to 
gradually refresh our ageing ICT systems. We will 
continue with our current lease arrangements for 
feet and property, while remediating properties in 
poor condition. Capitalised overheads are forecast 
to account for 20 per cent of forecast capex in the 
2024-29 period. More overhead expenditure has 
been allocated to capital expenditure after recent 
changes to align our methods with peer networks. 
Chapter Four provides more detail on our forecast 
capital expenditure. 

Operating expenditure 

We are forecasting a thirteen per cent decrease 
in operating expenditure resulting in forecasts of 
a similar level to what was approved by the AER 
in the 2019-24 determination. This is driven by 
improvements in how we measure underlying 
labour costs and effciency targets we have 
embedded into our forecast. 

The change in overhead allocations results in a 
realistic comparison of our operating expenditure 
performance compared to peers and is more 
consistent with the effcient level of expenditure 
substituted by the AER in the last regulatory 
determination. We propose to include a staggered 
10 per cent effciency stretch target refecting 
our ongoing commitment to delivering real 
and sustained reductions in our costs over time. 
Chapter Five of this Draft Plan provides more detail. 

Revenue and bill impacts 

The 10 per cent increase in revenue is largely a 
result of changing fnance conditions. Current 
market conditions are leading to an eight per cent 
increase in our rate of return compared to the 
AER’s 2019-24 determination. A further driver of 
higher revenue is the increase in our regulatory 
asset base (RAB) as our forecast capital expenditure 
increases in the 2024-29 period. 

We have used revenue as a proxy for the expected 
bill increase of our customers. Figure 6 sets 
out the bill impacts for small customers on an 
accumulation meter based on forecast infation. 
Chapter Six provides more detail on revenue and 
customer impacts. 
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Figure 5 – 2024-29 forecasts compared to the 2019-24 period ($2024, real) 

Figure 6 – Bill impacts for a typical small customer with an accumulation meter (nominal $) 
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Figure 7 provides a structure map for the Draft Plan including the key questions we are seeking feedback 
on from customers and broader stakeholders. 
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1. Powering the NT 
We provide electricity services to more than 90 communities in the NT over a 
landmass of 1.3 million square kilometres. Our regulated networks in 
Darwin-Katherine, Alice Springs, and Tennant Creek transport electricity to 
72,000 residential customers and 11,000 businesses. Each of our networks are 
unique, operating under different designs and environment. 

The NT community is vibrant and diverse. Power 
and Water’s purpose is to make a difference to the 
lives of Territorians. This involves providing reliable 
electricity that promotes economic growth and 
contributes to our community’s aspirations. 

We provide electricity, gas, water and sewerage 
services to townships and small communities 
across the NT. We have the smallest population 
among all Australian states and territories, but 
our population is dispersed over a large landmass. 
Our multi-utility structure is an advantage in 
addressing the diseconomies of scale in providing 
essential services to a relatively small population. 

1.1 Our role in the NT regulated 
electricity systems 
The scope of our electricity services varies 
across our townships and communities. In our 
regulated areas of Darwin-Katherine, Alice Springs 
and Tennant Creek, we are responsible for the 
transmission and distribution networks as seen in 
Figure 8 below. Our role is to transport electricity 
from generators to our residential and business 
customers using our poles, cables, conductors, 

and transformer assets. We also undertake a 
metering service to identify how much energy our 
customers have used. 

Until recently, all electricity was generated at large 
scale power plants. Over the last decade, we have 
seen more of our customers produce solar and use 
our network to export the power to other customers. 
We have also seen more large scale solar farms 
connect to our network, a trend that will further 
accelerate with the NTG’s policy to have 50 per cent 
of electricity supplied by renewables by 2030. 

The retailer has the primary relationship with 
customers, managing the electricity bill and 
organising connection. However, in many cases 
we also have a direct relationship with customers. 
For instance we provide information on network 
maintenance and outages, ensure energy use and 
billing data is correct and provide design advice 
on connecting to the network. We also facilitate 
the physical connection and have obligations to 
provide safe and secure electricity services. 
Figure 8 provides a visual of our role in the 
electricity sector in the NT. 

Figure 8 – Our role in the electricity system 
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1.2 Understanding what our 
customers want 

About 72,000 households and 11,000 businesses 
receive power from our electricity network in the 
regulated regions. The power is crucial to cooling 
and heating homes, cooking, lighting, charging 
computers and mobiles, laundry and all the 
everyday ways we use electricity. Electricity is also a 
vital input for all NT businesses and a critical input 
for some of our larger industries. 

A key feature of our engagement to date has been 
trying to understand how our business impacts 
the lives of customers. Figure 9 is the ‘Customer 
Lifecycle’ – our attempt to understand what 
customers expect and want from us across their 
journey as a customer. This includes when they 
connect, when the power is on, when power is 
interrupted and when power is disconnected. 

Our customers have been clear on what they want 
from our network at each point of the lifecycle: 

• Connecting – When customers are connecting 
to our network, they want fast and easy 
connection. This is a period where customers 
actively interact with us and want us to ensure 
we partner with retailers on making the 
process seamless. 

• Connected – When customers are connected 
they want reliable energy at fair pricing. 
Customers felt that the meter reading and 
the billing process was vital to ensuring 
that bills were fair. Many of our customers 
also want fair rewards for contributing their 
solar energy to the generation mix. More 
generally, our customers are impacted by 
our regular maintenance activities including 
tree trimming, and want to ensure that we 
are taking adequate action to ensure the 
greenness of the streetscape. 

• Outage – Customers want good 
communication when they experience an 
outage. They want to be able to contact 
us in ways that are convenient for them – 
from telephone to social media to direct 
notifcations. Most of all they want clear 
information on restoration times. Finally 
customers want us to take care when we need 
to enter their property to fx an outage. 

• Disconnected – Customers who wanted to 
move out indicated that prompt timing and 
reconnection were vital to their experiences. 
There was also a want for accurate metering 
reads, and prompt billing at the end of 
disconnection. 

In Chapter Two, we discuss the current pain points 
our customers experienced across the lifecycle, and 
how we engaged with customers on these issues. 
This included the impact of our tree trimming on 
the street landscape, the meter and billing process, 
and our role in providing objective information to 
customers about broader electricity issues such as 
connection of solar panels. 
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Figure 9 – The Customer Lifecycle 
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1.3 Energy affordability is an issue in 
the NT 

The extreme heat in the NT means we are far more 
reliant on cooling than other places in Australia. 
A typical household consumes about 8500 MWh of 
energy each year, almost double the consumption 
of a typical NSW household as seen in Figure 10. 
This means that electricity bills comprise a larger 
portion of disposable income compared to the 
national average. 

For customers on low incomes, the relatively high 
costs of cooling become even more pronounced. 
Turning off the power to reduce the bill has social 
and health implications in the extreme heat. 
We also have more customers on low incomes 
compared to the rest of Australia. ABS data shows 
that 6 per cent of Territorians were on income 
support compared to the national average of 3 per 
cent in 2019. 

In our engagement sessions, customers told 
us we need to be more proactive in improving 
energy affordability of low income households. 
A key concern was energy effciency, with low 
income households tending to live in old housing 

that requires signifcantly more cooling due to 
insulation issues. Low income households are also 
generally renters, with the NT having the highest 
number of renters per capita in Australia. This 
means that the existing cooling appliances tend 
to be ineffcient, leading to higher costs of energy 
compared to the average household. 

Key measures to improve energy effciency include 
better insulation in the ceilings, windows and 
foors. Replacing older cooling appliances with 
newer models is also likely to lower the amount 
of energy consumed. We see a role for positive 
incentives to encourage these initiatives. 

A key issue we seek to explore with our 
stakeholders is the role we should play in 
improving the energy effciency of customers. 
Should we lead the conversation, provide 
more information on our website, or should we 
implement our own initiatives which are then 
funded by all customers? 
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Figure 10 – Annual energy consumption for typical residential customer 
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Residential customer at People’s Panel 
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1.4 Our activities and services 

In our engagement sessions, customers wanted 
to know how our activities ft into their experience 
with our network. We used a framework that 
mapped our activities to the customer lifecycle 
described in section 1.2. 

Figure 11 shows our electricity network and support 
activities align to one or more of the phases of the 
customer’s journey. 

• In the connecting phase, we build new 
assets to meet demand from residential and 
commercial developments, and work with our 
retailers to connect new customers to the grid. 
This includes installing new meters when a 
new customer connects to the network 

• We keep customers securely and reliably 
connected to our network by maintaining 
and replacing our network assets. We also 
undertake vegetation management to ensure 
our electrical assets do not contact trees and 
shrubbery. Finally, we read meters to ensure 
customers receive an accurate bill for the 
energy they have consumed. 

• Our customers experience an outage when 
there is scheduled maintenance or due to 
unplanned events such as extreme weather or 
an asset failure. When there is an unplanned 
outage, we undertake emergency repairs such 
as during Cyclone Marcus in 2018. We also use 
our customer service team and rely on our 
ICT systems to notify customers of restoration 
times. 

• We disconnect customers when requested. 
Our role is to work with the customer's retailer 
and to ensure a fnal and accurate meter read 
for the last bill. 

There are also many core activities we perform 
across the customer's lifecycle. Our network 
planning team are monitoring the health of our 
assets and identifying emerging needs. This 
activity is important for maintaining the reliability, 
safety and security of the network. Our non-
network activities are directed at ensuring we have 
the necessary ICT, property and feet support to 
perform our network activities. Like any business, 
we also need to perform corporate activities 
such as fnance, legal, procurement and human 
resources support. 

The AER classifes our activities into services. 
This is to ensure that the regulatory processes focus 
on parts of our business where we are a monopoly 
or dominant provider, and does not unnecessarily 
regulate a market where there is suffcient 
competition. In the 2019-24 determination, the AER 
classifed our services into three broad categories. 

Services are classifed as standard control if there 
is no prospect of competition. The AER set a 
revenue cap for these services based on fnancing 
and operating costs. The transportation of energy 
through our network to our customers is a 
standard service which is recovered through our 
network tariffs from a customer's retailer. 
We discuss our plans for standard control services 
in Chapters Four, Five and Six. 

Alternative services relate to one-off services for an 
individual customer, or services where there is the 
prospect of competition. Alternative services are 
paid for directly by the person or entity receiving 
the service. This includes our metering services 
which is discussed in Chapter Seven. 

Unclassifed services relate to areas of the business 
where there is suffcient competition in the market. 

The AER recently published a preliminary position 
paper on changes to the classifcation of services 
for Power and Water, following a submission we 
provided. In the paper, the AER noted the changing 
nature of the energy market and the possibility of 
new emerging services. The AER also recognised 
the importance of a customer's connection and 
ability to export their energy to the network. 
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Figure 11 – Power and Water activities 
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1.5 Our costs 

Figure 12 shows the relative contribution of 
activities to total network costs over the last decade 
and the type of costs we incur. 

Capital expenditure relates to building or replacing 
assets that provide services over a longer period. 
This includes replacing network assets, building 
new network assets and connecting customers to 
the network. Capital expenditure is recovered over 
the expected life of an asset. 

Operating expenditure relates to regular annual 
expenses such as maintaining assets, vegetation 
management and emergency response to outages. 
These costs are recovered on a yearly basis. 

Some activities have a mix of operating and capital 
expenditure. Like other businesses, we have 
Information, Communication and Technology (ICT), 
property and feet assets to support our network 
activities. Some of these costs relate to assets 
such as hardware, while others relate to regular 
expenditure such as ICT support. We also invest in 
new meters and incur operating expenditure to 
manage our metering functions. 

Network and corporate overheads support our 
network services. Network overheads include 
asset management activities we undertake to 
plan, control and manage the network. Corporate 
overheads including fnance, legal, procurement 
and human resources to support activities across 
our electricity, water, sewerage and gas lines of 
business. We allocate overheads to each line of 
business in accordance with our Cost Allocation 
Methodology. We also allocate these costs to 
capital and operating expenditure depending on 
the nature of the activity. 

Our network has many unique characteristics that 
impact on our relative costs compared to our peers. 

Small scale 

We have the smallest electricity network compared 
to other networks in the National Electricity Market 
on measures such as customers, energy volumes 
and peak demand. At the same time, our network 
is relatively spread out meaning we need to build 
more network to meet the demands of each 
customer. We also must meet the same regulatory 
obligations as larger networks but have to spread 
the costs over less customers. 

Transmission network 

Together with Tasmania, we are the only 
business in Australia that has complete carriage 
of transmission and distribution functions. Our 
transmission network in Darwin-Katherine 
and Alice Springs is extensive with about 400 
kilometres of transmission line, 3000 towers 
and four sub-transmission substations. Being a 
transmission operator also means we need to 
ensure that large scale generators can connect 
safely to our network. 

Extreme weather 

We operate in extreme environments particularly in 
Darwin which has high humidity in the wet season 
and is prone to destructive cyclones and tropical 
storms. We also have extreme heat compared to 
other places in Australia. These conditions tend 
to increase our emergency management costs 
compared to other networks and can lead to more 
wear and tear of our network assets. 

Weather also impacts on labour productivity in 
humid weather, with our feld crews productivity 
impacted by the extreme conditions. 

Unique regulations 

Like all other networks, we have licence and 
reporting obligations and must comply with 
environmental regulations. We also have unique 
obligations that impact our costs including 
traversing sensitive environmental areas. This 
requires mitigation practices which increases 
time and cost to undertake network activities. 
Further, the Northern Territory has many sites of 
cultural signifcance and all programs of work need 
to assess and mitigate against adverse cultural 
heritage impacts leading to additional costs. 
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Figure 12 – Types of costs over the last decade 
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Power lines in Katherine 
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1.6 Our networks and customers in 
the three regions 
In our consultations with customers, a key message 
was that each region has its own circumstances 
and that our decisions should refect and adapt to 
meeting the needs of different customers. 

We also discussed how each of our regions have 
a unique network design and environment, and 
how that impacts our decisions. For example, the 
assets in Darwin are prone to cyclones and extreme 
events, while assets in Alice Springs face salinity 
issues due to the water table. Our customers 
wanted to understand these differences and how 
we make decisions in the interests of all customers. 

Figure 13 shows the differences between each 
region in terms of the network and the socio-
demographic characteristics. This is discussed 
further in the sections below. 

Darwin-Katherine 

The Darwin-Katherine electricity system is a stand-
alone power system that provides power to 150,000 
people and 8,200 businesses in Greater Darwin 
and outer suburbs. The system also provides power 
to 16,000 people and 800 businesses in Katherine. 
It is our largest electricity network in the NT, 
accounting for 83 per cent of energy consumption 
across the three regulated regions. 

The Darwin-Katherine electricity system is 
predominantly powered by gas turbines south of 
Darwin. In recent times we have seen more large-
scale solar enter the energy system and we expect 
this to accelerate signifcantly over the next decade 
in combination with storage to produce 35 per cent 
of all electricity in the region. In addition to large 
scale generation, about 10 per cent of electricity 
production comes from rooftop solar owned by our 
customers. This is expected to increase to 15 per 
cent by 2030. 

Our transmission network transports electricity 
north to Darwin and surrounding regions. The 
Darwin-Katherine transmission line also brings 
power to customers all the way south to Katherine 
through Manton, Pine Creek and Batchelor. The 
transmission network includes 400 kilometres of 
line and 2,700 towers. Our distribution network is 
extensive with more than 5,000 kilometres of lines, 
32,000 poles, 3,000 transmission towers and 
3 zone substations. 

Alice Springs 

The Alice Springs electricity system is signifcantly 
smaller and less complex than the Darwin-
Katherine network. It provides power to 26,500 
people and 1,750 businesses. It accounts for about 
15 per cent of energy consumption across the three 
regulated regions. 

Electricity power is predominantly generated 
by a large-scale gas turbine south of the main 
population area. The NTG has a policy to increase 
renewables to 50 per cent of all energy consumed 
by 2030. About 20 per cent of our customers have 
solar panels accounting for about seven per cent of 
energy production. There is also some large-scale 
renewables connected to the grid accounting for 
about four per cent of energy produced. 

About 30 kilometres of transmission line transports 
the power to our zone substations. The distribution 
network comprises about 850 kilometres of 
electricity lines and 6,500 poles. 

Tennant Creek 

The Tennant Creek electricity system is the smallest 
of our regulated networks. It provides power to 
3,000 people and 250 businesses. It accounts for 
only two per cent of total energy consumption 
across our three regulated regions. 

Electricity is generated by the Tennant Creek 
Power station and transported to the zone 
substation. The distance of the network is relatively 
large for the customer base comprising 400 
kilometres of lines and 3,200 poles, refecting the 
rural location. 
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Figure 13 – Comparison of key networks 
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Power and Water staff with customers at our People’s Panel 

Key Questions for stakeholders in Chapter One 

How can we improve affordability for low income residential 
customers? 

Is our role in the electricity chain in the NT clear and what can we 
do to improve our communication? 

What can Power and Water do better in terms of providing 
information or service quality? 

What role should we play in improving energy effciency of 
households? 
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 2. Customer Voice 
Customers are at the centre of everything we do and we pride ourselves on 
delivering valued services. The regulatory proposal is the perfect time for us to 
engage with customers on what they value and prioritise, so this can feed into 
our fve year plans for 2024-29. Our engagement program has focused on talking 
to customers about what is important to them and providing the tools to give 
informed feedback on our strategies and plans. We have specifcally incorporated 
key customer priorities on the future network, addressing the replacement wall, 
customer service improvements and tariff reform into our plans. 

Our engagement has been signifcantly more 
extensive and longer than what we undertook 
in the 2019-24 determination. This refects 
an industry-wide recognition that customer 
involvement in the decision making process can 
help steer a business towards outcomes valued by 
our customers. We also see that our customers are 
more active and engaged in the energy market, 
particularly given the high levels of investment in 
rooftop solar panels. Energy is also a household 
topic as electricity systems transition from fossil 
fuels to cleaner sources of energy. 

In this chapter, we identify our approach to 
engagement, the feedback we have received and 
how we have implemented customer preferences 
in our fve-year plans. 

2.1 Engagement to date 

Our engagement program has been directed at 
understanding what our customers value, and 
what they expect us to prioritise. A key point of 
difference is that our engagement has moved 
from seeking the feedback of informed advocates 
to talking directly to customers about their 
experiences with our services. 

Figure 14 shows that we have involved customers, 
energy partners, and governments and regulators 
in our engagement approach through a series 
of forums and panels. To provide an overarching 
frame to bring together feedback, we also 
established a Reset Advisory Committee (RAC) 
consisting of informed advocates, major users and 
residential customers. 

Figure 14 – Stakeholder engagement segments and forums 
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Residential Customers 

We have made a concerted effort to talk directly 
with the customers that use our electricity services. 
This includes establishing People's Panels in 
both Alice Springs and Darwin. The panels are 
a representative group of about 20 residential 
customers in each region. Over two weekends in 
November 2021 and April 2022, the People's Panels 
refected on their experiences as a customer, and 
what we could do better. The Panels also provided 
a clear vision of Power and Water in the future 
and the priorities they thought we should pursue. 
We have also sought to talk to specifc customer 
groups about their experience including Culturally 
and Linguistically Diverse (CALD) customers and a 
Youth Forum. 

Business Customers 

We have also sought to involve businesses in our 
engagement activities. Businesses are short on 
time, and so we sought their views through a 
survey that aimed to capture the key values and 
issues they feel are important. 

The customer preferences we have identifed 
in this Draft Plan largely refect the fndings of 
our residential customers through our People's 
Panels. We recognise that we need to engage 
more intensely with our business customers in 
the months ahead to understand if they share the 
same priorities. 

Energy partners 

While our customers have been the focus of our 
engagement, we have been mindful that we are 
only one element in the ‘end to end’ electricity 
system. Our customers expect us to work with 
generators and retailers to provide a seamless 
service that puts the customer experience at 
the forefront. We recognise that this means we 
need to ensure our plans are compatible with the 
systems and vision of generators and retailers, and 
that together we improve the overall customer 
experience. We have held retailer forums to discuss 
common issues including improving customer 
service. 

Governments and regulators 

Governments and regulators play an important 
policy and oversight role in our business. The NTG 
is both our shareholder and legislator. We must 
ensure our plans align to NTG strategic direction, 
and this has been a focus of our engagement. We 
have been also meeting regularly with the AER 
in pre-engagement on the regulatory proposal 
and our engagement approach to date. The AER 
has a dedicated Consumer Challenge Panel that 
observes our engagement activities and report 
back to the AER. Finally, we need to discuss 
our plans with our local technical regulator, the 
Northern Territory Utilities Commission, who is 
responsible for setting our local technical and 
performance standards. 

Reset Advisory Committee 

Our Reset Advisory Committee (RAC) provides us 
guidance on bringing together the preferences of 
different customer segments, ensuring there is a 
line of sight between our expenditure proposals 
and customer preferences, and advising on the 
questions we should be asking stakeholders. 

The RAC is comprised of informed consumer 
advocates with previous experience in regulatory 
proposals in the National Electricity Market (NEM), 
local NT customer advocates and representatives 
from our customer forums. We have not sought 
to get approval from our RAC for our expenditure 
plans through a series of deep dives. Such an 
approach may have excluded the voice and 
lived experiences of our customers, due to the 
complexity of material that would need to have 
been presented. For this reason, we have not 
sought “fast tracking” of our regulatory proposal by 
the AER. 

The RAC has met at regular intervals since 
April 2022, and has provided guidance on what 
questions we should ask in this Draft Plan. 
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2.2 Topics covered in engagement 
sessions 

Our engagement approach has started from the 
lens of our stakeholders, focusing on topics and 
issues of interest to the group, and broadening the 
topics as information and knowledge expands. We 
considered alternative approaches such as deep 
dives into our building block plans but considered 
this would not provide the foundations for 
meaningful and informed feedback. 

We have sequenced our discussions in four steps: 

• Baseline knowledge – The frst step has been 
to ensure our stakeholders have a baseline 
knowledge of Power and Water’s business and 
our role in the regulated electricity network. 
We also wanted customers to have a baseline 
understanding of the services we provide and 
the activities we perform. We also developed 
materials and sessions that helped explain 
the AER regulatory process including how 
our regulatory proposal impacts on electricity 
costs, bills and services. 

• Exploring themes – The second step in the 
process was to identify topics and themes 
that were important to the stakeholder. We 
found that all our stakeholders shared a 
passion and enthusiasm on how renewables 
will be integrated into the energy system, and 
our role in facilitating this transition. This led 
to us hosting two Future Network Sessions 
in November 2021 and June 2022. A further 
theme was the strategic challenges that lie 
ahead for Power and Water and how we can 
offer an affordable and reliable service in the 
long run. This theme also explored our journey 
to date and the role of benchmarking. 

• Identifying pain points with our current 
services – Using the customer journey 
framework discussed in Chapter One, 
we explored areas of our business where 
customers felt we could improve. Figure 15 on 
the next page shows the key issues and our 
discussions with customers on avenues for 
improvement 

• Identifying values, vision and priorities – 
The fourth step was to understand our 
customers values, and the relativity of these 
values. The key to this conversation was the 
trade-off between affordability and service 
quality, particularly long-term outcomes. In 
this context, we were able to understand that 
customers were not willing to pay more for 
services except key priorities such as the future 
network. This conversation also led to a better 
understanding of our customers’ vision for 
Power and Water in the NT. 

The Draft Plan provides an opportunity to 
contextualise how customer feedback has 
infuenced our strategic thinking and expenditure 
plans. For example, our initial plans presented to 
the People’s Panels in March and April 2022 did 
not include automated solutions to unlock solar 
and did not seek to plan for an expected uplift in 
replacement beyond 2030. Based on the People’s 
Panels recommendations, we have now included 
these specifc expenditure items in our 2024-
29 expenditure plans. A further example is the 
reductions in our bottom-up plans compared to 
our initial estimates to lower the revenue in the 
2024-29 period. 

The fnal steps in our engagement approach will 
be to delve deeper into our expenditure plans 
and revenue as part of our engagement sessions 
after this Draft Plan is released. By bringing our 
customer groups on the journey over the last nine 
months, we consider they are in a better place to 
provide informed feedback on our plans. In future 
engagement sessions, we will focus on topics 
that are both material and can be infuenced by 
customer feedback. 
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Figure 15 – Pain points of our customers 
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2.3 Our customers’ vision for Power 
and Water 

In our stakeholder consultations, we focused on 
unpacking what our customers thought about the 
future and the role our network should play in it. 

A key theme has been about embracing the 
renewables future. Our customers wanted us 
to facilitate and actively support the shift to 
renewables. Our Darwin People's Panel thought 
we should even go further by leading change on 
renewables. This was also central to the views of 
broader stakeholders in Future Network Forums. 
There was a view that Power and Water needed 
to have a Future Network Strategy that sets the 
network up to facilitate growing renewables well 
beyond 2030. 

A further theme was about helping customers in 
broader decisions on energy – from how to use 
power effciently, to decisions on solar, batteries 
and electric vehicles. In particular, our customers 
felt that our active involvement in the energy 
industry was vital in a changing market where 
customers had to make decisions without a trusted 
advisor. 

Our Panels also talked about improving our 
communications, including platforms that are 
more active and responsive. There was a view 
that we had to improve the diversity of our 
communications so that we were accessible in 
all forms used by customers – from face to face, 
to telephone to social media. Inherent in these 
discussions was a view that Power and Water 
should keep pace with modern technology, 
but also accommodate traditional modes of 
communication. 

In our discussions with stakeholders, there was 
much emphasis on not letting the network run 
down, with the memory of the Casuarina zone 
substation failure in 2008 front of mind. Our 
customers wanted us to think ahead on these 
issues. 

Figure 16 provides the vision designed by each 
Panel in Darwin and Alice Springs. This has 
informed our strategic priorities for the next 
20 years as discussed in Chapter Three . 

Figure 16 – Vision of customers in our Alice Springs and Darwin People Panels 
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2.4 Values and trade-offs 

A key focus of our engagement sessions has 
been trying to unpack the values and vision of 
our customers and how this has infuenced the 
feedback provided. This has helped us make 
decisions on complex trade-offs when developing 
this Draft Plan. 

In our initial People’s Panels, we explored the key 
values customers thought were essential for our 
business to consider. The conversation showed 
there were multiple values that were important 
to customers including affordability, sustainability, 
measures of network performance such as 
reliability and security, cost effciency, equity and 
fairness and choice. 

We also discussed the relative trade-off in values 
that may bear on decisions and feedback as 
depicted in Figure 17. For example, our customers 
recognised that improving affordability could 
come at the cost of reliability and long-term 
sustainability. There was also an understanding 
that the relative importance of values can change 
in different contexts – for example affordability is 
more important when there are other cost of living 
pressures. 

Overall, our customers considered that all values 
were important. At the centre of decision making 
was the issue of affordability, particularly for 
customers with lower incomes. Customers did 
not want to see an increase in the electricity bill 
unless there was a clear need. Customers had a 
clear expectation that Power and Water will safely 
manage reliability, safety and security noting that 
they did not want the network to be ‘run down’. 

Customers recognised that Power and Water 
needs to look to the future when developing the 
fve-year plans, and that this may entail some 
trade-offs with short term affordability. 
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Figure 17 – Customers values and trade offs 



  

 

 

 

 

2.5 Customer preferences on key 
issues 

In our People's Panels sessions in Darwin and Alice 
Springs, our customers provided feedback on the 
direction we should pursue on key strategic areas. 
Figure 18 identifes each of the four priorities and 
how they have been embedded in our expenditure, 
revenue and tariff plans for the 2024-29 period. 

In our discussions on preferences, we sought to 
understand how our customers were weighing 
up and trading off values. This was to ensure 
that customers understood the implications of 
preferences, but also to provide us with a deeper 
understanding of what is important to customers 
in making our business decisions. 

Customer Preference One – Future Network 

A consistent theme in our customer consultations 
was the need to facilitate increasing renewables on 
the energy system in the NT. 

We explained to customers the diffculties in 
managing two-way fows on the network due to 
voltage issues and minimum demand and noted 
this would mean more of our new customers may 
face constraints in how much they can export. 
We also noted that constraining exports would 
mean a lost opportunity for all customers due to 
the relative low cost of solar compared to thermal 
generation. 

We provided options to customers on solutions 
that could unlock and store more solar. The general 
view of our People's Panels was that we should 
invest more to facilitate and support solar where 
technologies are proven and that we should move 
forward by piloting new technologies. Community 
outcomes should be considered to ensure no one is 
left behind. 

The Draft Plan includes additional expenditure to 
support our Panel’s preferences including: 

• Hosting capacity program (estimated 
$28 million capital expenditure) in our growth 
capital program. We are currently working 
through a business case where we are 
developing a scalable hosting solution that will 
increase the ability of the network to increase 
exports over the 2024-29 period. 

• Community batteries (estimated $13 million 
capital expenditure) in our growth capital 
program. We are undertaking a business case 
assessment on community batteries in Darwin 
and Alice Springs. 

• Step changes in our operating expenditure 
related to enabling future network initiatives 
($4 million) and ICT opex ($3 million). 

Customer Preference Two – Addressing 
replacement wall 

Our People's Panels wanted us to maintain the 
health of the network for the long term. In our 
discussions, we noted that signifcant renewal of 
the network will be required over the next 20 years 
to replace the high proportion of assets installed 
after Cyclone Tracy in 1974. These assets are likely 
to reach the end of their technical life between 
2030 and 2040, with about a third of assets over 
50 years of age by 2040. We noted that a sudden 
uplift in replacement capex would lead to a spike 
in our electricity revenue in that period and cause 
affordability issues if passed on to customers. 

We noted that our replacement plans for the 
2024-29 proposal were focused on replacing 
assets where the risks exceed the costs. We noted 
alternative options to address the potential spike 
in replacement needs and revenue beyond 2030 
including bringing forward replacement and a 
saving fund for future replacement. Our customers 
considered that a combination of these alternative 
options should be pursued. 

The Draft Plan includes two initiatives to 
implement the preferences of our People's Panels. 

• In our capital plans, we have included a 
replacement fund of $28 million in the last 
three years of the 2024-29 period to replace 
assets that could technically be deferred 
to beyond 2030 with minimal risk. The 
replacement fund adds about 10 per cent more 
to our forecast replacement capex. 

• In our revenue adjustments, we have included 
a “saving for a rainy day fund” equivalent to one 
per cent of annual revenue in each year of the 
2024-29 regulatory period. This adds $9 million 
of revenue to the 2024-29 period. 
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Figure 18 – Customer preferences and impact on our fve-year plans 

43 



 
 

Customer Preference Three – Improving 
customer service 

Our People's Panels raised issues with our 
customer complaint process. Our Alice Springs 
Panel also considered that the closure of 
our shopfronts had restricted face to face 
communications with our staff. 

In our discussions on the complaint process, we 
discussed potential options that may improve the 
process, including minor improvements to our 
process and systems, a dedicated offcer within 
Power and Water or appointing an independent 
person to decide before the matters go to the 
Ombudsman. The Panels noted we need to 
do more than currently. They asked that we 
consider systems which provide more feedback 
on complaints, better communication on existing 
options to integrate with face-to-face engagement, 
and refnements to the existing telephone system 
to provide feedback on whether enquiries were 
addressed. 

The Panels recognised that shopfronts were costly 
and noted that we currently provide all customers 
with an option to meet face-to-face with our staff. 
They also noted our current arrangements to visit 
the customer if requested. The Panels considered 
Power and Water should look at ways to increase 
face to face options for customers, including better 
communication, and consider joint initiatives with 
other energy partners such as Jacana. 

The Draft Plan includes a step change in our 
operating expenditure program ($4 million) for 
new systems and processes to activate customer 
preferences on improving customer service. 

Customer preference Four – Fairer tariffs for all 
customers 

Our People's Panels recognised that all customers 
could beneft from price signals that indicate the 
cost of providing network services. While they 
understood that small customers do not see the 
network component of tariffs on their electricity 
bill, they still saw a need for driving more effcient 
tariffs. 

Our Panels were provided with options on the 
speed and intensity of tariff reform for the 2024-
29 regulatory period. The Panels noted that tariff 
reform may disadvantage low income households 
who cannot change their energy consumption 
patterns. For this reason, they opted for more 
incremental reform. However, they were of the view 
that all customers should be impacted by changes 
in tariff structures. 

In total, the customer preferences have added 
$29 million of revenue to our forecast for the 
2024-29 period. 

44 



Draft Plan Questions for our stakeholders to prepare our 2024 -29 regulatory proposal 

A question from a residential customer at our People’s Panel 

Key Questions for stakeholders in Chapter Two 

Is our engagement approach capturing all voices of the NT? 

Have we been providing the right information for our audience? 

Have we missed any crucial feedback? 

What concerns do you have on how we implemented customers’ 
preferences? 
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3.Strategic priorities 
Our small network will be subject to signifcant global and local changes  
that impact the way we deliver electricity to our customers over the next  
20 years. We have identifed key long-term strategic priorities that have 
infuenced the development of our fve-year expenditure, revenue and tariff 
plans. Our customers’ vision and priorities have played a pivotal role in shaping 
these priorities. 

We are living in a period of unprecedented and 
rapid change. Our small network is being disrupted 
by global trends from climate change to market 
uncertainty. At a local level in the NT we are also 
facing a myriad of change factors in the years 
ahead from the need for a signifcant uplift in 
replacement of network assets to meeting the 
demand needs of a growing NT. This is refected in 
Figure 19. 

The global factors include: 

• Responding to climate change – Climate 
change has accelerated the need to switch 
to renewable energy, impacting the way our 
network delivers energy to our customers. 
The impacts of climate change will also impact 
reliability of our services, with more extreme 
weather events such as cyclones requiring 
a greater need to make the network more 
resilient. We also see that increasing extreme 
heat days may lead to more extreme peak days 
as customers use more air conditioning. 

• Electrifcation of transport – The shift to 
electric vehicles will signifcantly increase 
consumption and demand for electricity in 
the NT. This will also impact the time, seasons 
and locations where energy is required to 
be delivered from our network depending 
on when and where customers charge their 
vehicles. 

• Financial uncertainty – During recent times 
of low interest rates, our customers have 
benefted from a reduction in our costs to 
fnance our investments. However, fnancial 
conditions are currently volatile with high 
infation likely to result in higher interest rates. 
Disruption to supply chains together with 
higher infation are also likely to lead to higher 
input costs for delivering our services. 

In respect of local factors we see three drivers of 
change: 

• Replacement wave – Unlike other states and 
territories, a signifcant proportion of our asset 
base was built following the aftermath of 
Cyclone Tracy in 1974. This means that inherent 
reliability will likely decline as our assets 
age beyond their standard life. To maintain 
reliability, we will likely need to increase our 
replacement well above today’s levels which 
will have a consequent uplift to our costs. 

• Refresh of ageing ICT system – With the 
exception of our metering and billing systems, 
our existing feet of ICT systems have not been 
refreshed for a generation. This impedes our 
ability to transform effciently as a business 
and to deliver modern services required by our 
customers. 

• Growing NT – The Northern Territory 
Government has set an ambitious goal of 
achieving a $40 billion economy by 2030. We 
note that many major infrastructure projects 
have already been announced. We also 
anticipate increasing connections from large 
users over the coming years will impact on 
network demand and may trigger the need 
for targeted investment in particular parts of 
Power and Water’s network to accommodate 
increased demand for network capacity. 
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Figure 19 – Changes impacting our network 
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In response to global and local drivers, we have 
identifed four key strategic priorities for the next 
20 years. These strategies have infuenced the 
development of our fve-year expenditure plans. 

3.1 Strategic Priority One – Facilitating 
renewables 

Under NTG policy, we expect that 50 per cent 
of energy consumed will come from renewable 
generation by 2030. Approximately 30 per cent will 
come from large scale renewables that connect 
through our transmission network. About 20 
per cent is expected to come from roof top solar 
connected to our smaller customers’ houses and 
exported back into the grid. 

This presents engineering challenges for the 
design of our network. For the transmission 
network, we will need to build lines to connect 
generation located in different areas to the current 
thermal generation stock, and ensure that the 
network can securely transport the renewables 
to the load centres. For our distribution network 
we will need to manage voltage and minimum 
demand challenges from two-way fow of exports. 

While there are challenges ahead, we also see great 
potential benefts from unlocking renewables in the 
NT. Our current electricity system is predominantly 
powered by gas, which is a relatively costly fuel 
source. In contrast, solar is abundant in the NT and 
the technology is signifcantly less costly than gas. 
Building a network that can facilitate large scale 

transmission and household exports can provide 
lower generation costs for all customers that 
outweighs new expenditure on the network. 

We also see that playing our part in decarbonising 
the globe will help avoid catastrophic environmental 
changes that will impact us here in the NT. Abating 
the impacts of climate change will mean spending 
less on making our network resilient in the face of 
cyclones and extreme heat. 

A key theme in our engagement with customers 
has been the need for Power and Water to facilitate 
a renewable energy system in the NT. We have 
responded by developing a Future Network 
Strategy with the purpose of ensuring our network 
can eventually facilitate net zero. 

In June 2022, we held a second Future Network 
Forum which discussed the development of our 
strategy to 2040. Figure 20 provides an overview 
of the timeline and plan. The plan discusses three 
key phases to facilitate higher levels of small 
scale renewables. The Empower stage is about 
increasing export capacity using existing tools 
while building the systems and visibility of the 
network. The Evolve stage is about activating 
exports through a smaller scale dynamic export 
solution, where the network can send out signals 
to ramp up and ramp down exports based on real 
time constraints. The Decarbonise stage is about 
scaling up our systems and solutions to unlock 
exports to meet a 100 per cent renewable target if 
required. 
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Figure 20 – Future Network Strategy 
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Connecting renewables to our transmission 
network at least cost 

The frst element of our strategy is to design the 
transmission network to connect new large-scale 
renewables at lowest cost. This has the beneft of 
reducing our long-term transmission costs and 
improving affordability for all customers. The key 
to lower costs is for generators to locate close to 
existing transmission infrastructure with spare 
capacity as seen in Figure 21. For this reason, we 
strongly support the concept of a Renewable 
Energy Hub identifed in the Darwin-Katherine 
Electricity System Plan. 

The renewable hub is still in an implementation 
phase so there is not suffcient clarity on 
costs, timing or scope to include in our capital 
expenditure allowance at this stage. Under the 
regulatory framework such projects are excluded 
from the allowance, and included as a contingent 
project. We discuss this further in section 5.6. 
While we see the Renewable Hub as increasing 
our network costs in the 2024-29 period, we note 
the NTG’s analysis which shows it unlocks lower 
generation costs in the electricity system. 

Beyond 2030 we expect even more large-scale 
renewables to connect and deliver higher levels of 
energy to support growing demand. This means 
the transmission landscape is likely to become 
complex in the future and may require expansion. 
We consider that transmission costs are likely to be 
minimised through more Renewable Energy Hubs 
that allow for centralised, rather than piecemeal 
expansion of the transmission network. 

Figure 21 – Renewable hubs for large-scale generation 
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Cost effectively unlock small scale renewables 

In its current design, the network will not be able 
to securely export all of the forecast generation 
from rooftop solar due to voltage and minimum 
demand challenges. 

This adversely impacts on customers installing new 
solar who cannot maximise their investment. It is 
also a lost opportunity to reduce generation costs 
for all customers as solar has signifcantly lower 
cost than thermal generation. 

The core of our Future Network Strategy has 
been fnding solutions that unlock small scale 
renewables at low cost, where we can demonstrate 
a net economic beneft to customers. Key 
strategies in our Future Network Strategy that 
draw on our customer preferences include 
increasing solar exports by getting a better 
understanding of the voltage and thermal limits on 
the distribution network, and storing solar energy 
in home and community batteries for discharge in 
the peak evening periods. 

Figure 22 provides a visual of dynamic operating 
envelopes working in a similar way to dynamic 
speed limits. In the fgure, the hosting solution is 
depicted as robots that sense when the network 
is outside of safe voltage and thermal limits and 
seeks to reduce the speed of exports. At times of 
constraint, power can be stored in community 
batteries and discharged in the evening peak 
period. 

51 

Figure 22 – Unlocking household solar 



3.2 Improving utilisation 

One of the keys to unlocking affordability is 
providing more power to customers while 
minimising new expenditure. 

A key strategic priority is to encourage new and 
existing customers to use electricity in off peak 
periods that coincide with low cost solar. Early 
analysis shows that electric vehicle charging times 
are one of the key levers to improving utilisation 
beyond 2030. A further strategy is to see if storage 
batteries can also be used to store excess solar in 
the day and discharge in the evening peak. 

In our discussions with customers, we have noted 
that tariff design is a key mechanism to encourage 
customers to use more energy in the day. This is a 
key element of our 2024-29 Draft Plan as discussed 
in Chapter Eight. 

Figure 23 shows there was a sharp peak in the 
evening period on the day of highest demand 
in the Darwin-Katherine network in 2020-21. 
In contrast, demand for our network service is 
minimal in the day when many of our customers 
are using their solar panels to provide their 
electricity. 

We undertook analysis on how peak demand 
would change by 2040 under a scenario where 
there was a 30 per cent increase in underlying 
demand, a doubling of solar capacity and no 
change in underlying daily demand patterns. 
The orange line shows that peak demand would 
signifcantly increase to 370MW by 2040. This 
would require signifcant new investment to meet 
the demand. At the same time, demand in the 
middle of the day would not have signifcantly 
increased due to customers using their own solar 
to power homes. Alternatively, if about 10 per cent 
of energy at peak times is shifted to the middle of 
the day, we see that peak demand will rise closer 
to 330MW. This will lead to signifcant reductions in 
our new growth capital expenditure in the future. 
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Figure 23 – Improving utilisation of our grid (MW) 
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3.3 Managing the health of our assets 
smoothly over time 

A key strategic priority for Power and Water is 
safely maintaining the reliability of the network as 
assets age over the next 20 years while minimising 
cost and price spikes for customers. This has been 
a key theme in our engagement consultations with 
customers. 

Our current replacement rate is well below a long-
term sustainable rate due to most of our assets 
being younger than their expected manufacturing 
life. The dark blue line in Figure 24 shows that 
nearly all our network assets are under 50 years 
today but that a signifcant cohort are close to this 
age. This is explained by the unique circumstance 
in the NT where our network was re-built in a short 
period of time following Cyclone Tracy in 1974. The 
orange line shows that by 2040 a large proportion 
of these assets will be over 50 years by 2040 even if 
replacement is uplifted to $50 million per annum. 

At present our strategy to manage the health of 
our assets has been to only replace when the asset 
fails in service or if the risks to safety, reliability and 
environment outweigh the costs. This is a strategy 
to ensure we maximise the full life of the asset 
while keeping risks within a reasonable bound. 

However the rapid ageing of our cohort of Cyclone 
Tracy assets will require a signifcant uplift in 
our capital expenditure when the assets start to 
deteriorate and risks emerge. The expected scale 
of replacement in a short period is unique to our 
network given a large portion of our assets were 
built at the same time. A sudden rise in capital 
expenditure has a consequential impact on the 
revenue we require to fund our investments. 

In our discussions with stakeholders we considered 
how we should approach the issue to avoid 
potential price shocks in the 2030 to 2040 period. 
The key strategies we have developed include: 

• Asset management to extend asset life – 
The key to addressing the replacement wall is 
to lengthen the lives of assets so investment 
can be spread out over a longer period. Over 
the last decade, we have vastly improved 
our monitoring and decision-making on 
maintaining and replacing assets. This has 
helped us keep some of our assets in service 
longer than their technical life despite the 
inclement conditions on our network. We 
recognise that continual improvement in our 
asset management process such as our new 
risk quantifcation will help us better prioritise 
works so that we are replacing assets in order 
of highest risk. 

• New technology and design to retire assets  
– New technology may provide some of the 
tools to help us retire rather than replace 
assets, keeping a lid on the replacement wave 
ahead. For example, we are currently looking 
at microgrid solutions for some parts of our 
remote areas rather than re-building existing 
infrastructure. 

• Smoothing mechanisms to mitigate against 
price shocks – A novel mechanism suggested 
by our People’s Panels was a savings fund 
where some revenue is set aside today to pay 
for an expected increase in costs in the future. 
Our customers also considered that some 
replacement activity could be brought forward 
to minimise risks when the assets age at the 
same time and this would smooth out revenue 
over time. These programs have been included 
in our expenditure plans to forecast capital 
expenditure in Chapter Four, and revenue in 
Chapter Six. 
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Figure 25 provides some early analysis of why 
this strategy can help smooth capex over time 
without exposing our customers to high risks. 
We developed three scenarios that are based on 
ensuring network risk levels from older assets can 
be managed over the next 20 to 30 years. 

Scenario One is a situation where we minimise 
replacement to 2030. Under this scenario, we 
would expect to increase replacement when 
systematic conditions emerge in 2030-35 and 
accelerate replacement signifcantly in the 2035-40 
timeframe. Based on this replacement profle, we 
would safely manage the reliability of the network 
by ensuring only 20 per cent of the total population 
is over the age of 50 by 2040. Under this strategy, 
there is a spike in capital expenditure in the 2035-
40 period of close to $500 million for replacement, 
which would fow onto a spike in our revenues. 

Scenario Two seeks to smooth capex through 
spending more on replacement in the 2025 to 2035 
period. While there is a signifcant uplift in the 2035 
to 2040 period, it is less pronounced than Scenario 
1. In this scenario, we would use mechanisms such 
as 'saving for a rainy day' fund to help keep the 
revenue impacts as low as possible in the period 
of uplift. We would also be focusing on improved 
asset management techniques to allow risks to 
be maintained at similar levels to Scenario 1 by 
keeping a greater proportion of older assets on the 
network. 

Scenario Three seeks to further extend the life 
of assets together with a focus on retiring rather 
than replacing assets on the network. Under this 
preferred strategy, we would be able to minimise 
the extent of capital uplift over the next 20 to 30 
years. While this is the optimal strategy it relies on 
technology solutions that we do not have today. 
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Figure 24 – Ageing of the asset population 

Figure 25 – Long term replacement capex scenarios 
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3.4 Uplifting our systems and people 

Our business will need to deliver more as we 
transition to a network that delivers two-way 
renewable energy and which meets higher levels 
of demand for electricity in a more complex 
environment. At the same time, our customers are 
telling us that we need to maintain the affordability 
of our services. In this context it is vital that we 
invest in smarter systems and organisational 
change that allows us to meet new demands for 
our network services while keeping a lid on our 
costs. 

In the 2019-24 period we embarked on a 
transformation journey that involved a new 
operating model and a refresh of our ageing ICT 
systems. It was an ambitious program and complex 
to implement at the speed we had intended. 
This was due to the diffculty of undertaking 
transformation when other change factors were 
impacting our business, including our transition to 
the national energy regulations and the increase 
in renewables on the network. The inter-related 
nature of the transformation program placed 
further challenges on developing the optimal 
sequence of change. 

We have also prioritised our planned ICT system 
refresh on complying with new regulatory 
obligations. This includes a new meter and billing 
system that ensures we comply with the new 
NT NER rules relating to meter data, testing and 
validation. 

Our transformation strategy going forward has 
been built on these learnings. The program is now 
planned to be completed over a longer period, 
consistent with the experiences of peer networks. 
The refresh of ICT systems will take place over a 
longer 10-year horizon to correspond with optimal 
sequencing and the key change areas of the 
business, including increasing renewables on the 
system. Chapter Four of this Draft Plan identifes 
the key ICT capital programs included in the 2024-
29 proposal. Chapter Five of this Draft Plan provides 
more information on our transformation journey in 
the 2019-24 period and how this is impacting our 
operating expenditure costs moving forward. 
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Power and Water staff explaining a poster on our Future Vision at our People’s Panel 

Key Questions for stakeholders in Chapter Three 

Are there any material global or local factors we have omitted in our 
analysis of change factors? 

Are there any concerns with our strategic priorities, or has anything 
been missed in our assessment? 

Do customers consider that our fve-year expenditure plans align 
with our 20 year strategic priorities? 
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  Transmission towers at 
Berrimah in Darwin Part B 

Our fve year plans 
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4. Capital expenditure 
We forecast a 39 per cent increase in capex in the 2024-29 regulatory period 
compared to the 2019-24 current period. The key drivers of forecast capital 
expenditure are higher replacement to address condition issues with an ageing 
network, increased growth capex to facilitate growing renewables and address 
rising local peak demand, and a continued refresh of our ageing ICT systems. 
A further driver of higher expenditure has been a change in our allocation of 
overheads which results in higher capitalisation of overheads. 

This chapter sets out our initial capital expenditure 
(capex) plans for our standard electricity service. 
In section 1.4, we noted that capex relates to 
money we spend on assets. We recover our initial 
investment from customers over the expected life 
of the asset . 

Figure 26 provides a profle of forecast capex 
compared to actuals and estimates in the 2019-
24 period and compared to the AER’s regulatory 
allowance. In total we forecast capex in the 2024-
29 period will be $159 million higher than our 
estimated capex for the 2019-24 period, an increase 
of 39 per cent. 

Figure 27 identifes our forecast of capital 
expenditure for the 2024-29 period by category, 
and the expected change from the current 2019-24 
period. 

• Replacement capex – We replace or remediate 
assets with condition issues, or which fail in 
service. In our initial plans, we expect that 
about 40 per cent of forecast capex will be on 
replacement in the 2024-29 period, an increase 
of $87 million compared to 2019-24 period. The 
key driver is a forecast decline in the condition 
of our assets due to age and environment, 
particularly given lower delivery in the current 
period than expected. The higher expenditure 
also refects a replacement fund that seeks to 
bring forward future replacement consistent 
with our customers' preferences explained in 
Chapter Two. 

• Growth capex – We build new network assets 
to meet additional demand for services 
(augmentation) and connect individual 
customers to the network (connections). 

This accounts for 28 per cent of forecast 
capex in 2024-29 period, an increase of $69 
million compared to the 2019-24 period. We 
expect signifcant growth in some parts of 
our network to meet new residential and 
commercial connections. We are also investing 
in hosting capacity and community batteries as 
part of our future network strategy consistent 
with our customers’ priorities. 

• Non-network capex – We invest in support 
assets including Information, Communication 
and Technology (ICT), corporate property and 
feet. This accounts for 13 per cent of forecast 
capex in 2024-29, a reduction of $15 million. 
In the 2019-24 period, we commenced a 
journey to refresh our ICT systems. We will 
continue to make scale-effcient and prioritised 
investments in the 2024-29 period while 
maintaining our existing systems. We will 
continue with our current lease arrangements 
for feet and property while remediating the 
properties we own. 

• Capitalised overheads – This relates to the 
share of network and corporate overheads that 
are allocated to capital assets in accordance 
with accounting standards. This accounts 
for 20 per cent of forecast capex in 2024-
29, an increase of $16 million. This is due 
to a change in our allocation of overheads, 
which has resulted in a greater proportion of 
capitalisation. 

We also are likely to include six contingent projects 
for uncertain but material projects including 
the construction of a Renewable Energy Hub to 
connect large scale renewable generation. 
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Figure 26 – Forecast capital expenditure in 2024-29 compared to actual/estimated in 2019-24  
($m, real 2024) 

Figure 27 – Forecast capital expenditure in 2024-29 by AER category ($m, real 2024) 
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4.1 Forecast Method 

In June 2022, we submitted our Forecast 
Expenditure Methods document to the AER. 
The document identifed the approach we were 
taking to developing our forecast methods for 
capital expenditure. The capital forecasts put 
forward in this Draft Plan refect this process, but 
we have still not implemented or fnalised all 
elements of the forecast approach. 

Our forecast methods have evolved considerably 
since the 2019-24 regulatory determination 
process. We have implemented feedback provided 
by the AER and stakeholders on applying risk 
quantifcation, modernising our demand forecast 
models and integrating top-down prioritisation 
into the development of our capital expenditure 
forecasts. We have also sought to undertake more 
analysis of long term needs of the network in a 
rapidly changing energy landscape. The purpose 
was to develop a credible forecast for the 2024-
29 period that aligned to the broader strategies 
identifed in Chapter Three. 

At a high level, there are three steps we will apply 
to developing the capital forecast expenditure for 
2024-29, as seen in Figure 28. 

1. Identifying strategy – The starting point for 
our expenditure forecasts is to understand 
our changing environment over a longer-
term horizon. Our strategy is informed by the 
feedback provided by our customers on values, 
vision and priorities for investment. 

2. Bottom-up plans – We identify key drivers of 
investment such as asset condition, growth 
in network usage, support from non-network 
assets, and overhead requirements. We then 
undertake needs and options assessment to 
develop a bottom-up list of projects and plans 
over a 10-year horizon. 

3. Top-down portfolio – A portfolio view helps 
identify the optimal mix of projects and 
programs that provide optimal value, align with 
longer term investment priorities and deliver 
customer preferences. 

In our forecast method document we noted that 
the business case is the primary evidence we use 
to assess the veracity of our capital expenditure 
forecasts. We are currently still developing the full 
suite of business cases and we expect that this 
process may lead to differences in the estimates 
presented in this Draft Plan. We are mindful that 
checks are useful to ensure the portfolio can be 
further verifed in terms of delivery and as points of 
comparison with other high-level models. We also 
consider that a prioritisation process may provide 
insights into the overall change in total risks. We 
plan to undertake a series of checks over the next 
six months including our deliverability. 

Our overall approach carefully considered 
guidelines published by the AER including the 
Expenditure Forecast Assessment Guidelines and 
the Capital Expenditure Assessment Outline for 
Electricity Distribution. Our forecast method seeks 
to align to the guidelines. We also considered the 
AER’s Industry Practice Note on Asset Replacement 
Planning by applying its risk-cost assessment 
methods. We will also be presenting our ICT 
forecast to align with the approaches identifed 
in the AER’s guidelines including presenting 
our programs in recurrent and non-recurrent 
categories. 
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Figure 28 – Capital expenditure Forecast Method 
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Nomad substation in Darwin 

4.2 Drivers of capex 

Capital expenditure is generally ‘lumpy’ responding 
to key drivers of investment at a point in time. 
Periods of high capital expenditure impact the 
affordability of electricity services due to an uplift in 
costs to fnance more investments. 

Figure 29 identifes capital expenditure in the 
2024-29 period to actuals and estimates in the 
previous three regulatory periods. There has been 
signifcant volatility in capital expenditure over this 
period refecting circumstances at the time. 

Figure 29 – Capital expenditure between 2010 to 2029 ($m, real 2024) 
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In 2008, the network suffered a major outage in 
Casuarina, that led to an external review of our 
network activities. The review showed that the 
network was in poor condition after sustained 
under-investment and maintenance. Reliability 
deteriorated signifcantly for customers over this 
period and as a result, we invested signifcantly in 
the 2009-14 period focusing on zone substations. 
The high capital spend in the 2009-14 regulatory 
period refected a ‘catch up’ for under-investment 
in the previous years. 

Capital investment fell in the 2014-19 period as 
we sought to reduce our costs. The reduction in 
capex was possible due to the improvement in the 
network and the relatively low number of older 
assets. Further, we did not invest in any new ICT 
assets. At the same time, peak demand started 
to fatten relative to historical levels as customers 
used their solar panels to meet energy needs. The 
combination of these factors meant our capital 
expenditure fell signifcantly during this period. 

In 2019-24 we sought a moderate increase in 
capital expenditure. The key driver of capital 
expenditure related to an increased need for major 
replacement projects and programs, where asset 
data showed signifcant condition issues and high 
risks from failure of the assets. We project to be 
under the AER’s regulatory allowance by the end 
of the regulatory period. The key reasons for the 
underspend are: 

• Deliverability issues in the frst three years of 
our system capital program as we sought to 
uplift our capability and resources to deliver 
the capital program while encountering 
overlapping priorities. 

• Re-prioritisation of our planned refresh of 
major ICT systems which led to the deferral of 
major projects. This was to ensure the program 
was targeted at highest priorities, and that the 
investment was effcient for a network of our 
small scale. 

The implication of under-delivery is that the 2019-
24 expenditure level is not a relevant ‘baseline’ to 
forecast a ‘needs based’ expenditure profle. 

In the 2024-29 period, we are forecasting 
signifcantly higher capital expenditure compared 
to actuals in the 2019-24 period. This is driven by 
fve key factors discussed in the following sections. 

a. Managing renewables on the network 

As discussed in Chapter Three, a key pillar of our 
long-term strategy is to ensure the network can 
effciently facilitate the expected acceleration 
of renewables in the grid. By 2040, there is a 
likelihood that the network may be required to 
transport 100 per cent renewable energy to our 
customers, increasing from the current NTG 
policy of 50 per cent by 2030. Our transmission 
network will need to expand to reach new large-
scale renewables, while ensuring our network 
can securely manage exports of small-scale 
renewables. 

As discussed in Chapter Two, investing in the 
future network was a key priority of our customers. 
Our 2024-29 forecast includes three key projects 
that relate to effciently facilitating renewables – 
a new hosting capacity solution that can unlock 
more solar, community batteries to store solar in 
the day and discharge at night, and an Advanced 
Distribution Management System (ADMS) that 
will provide a longer-term solution to facilitating 
growing renewables post 2030. We also have a 
contingent project relating to the NTG’s plans for 
our transmission network to connect to a new large 
scale renewable hub south of Darwin. 

b. Ageing assets 

A key theme in our customer feedback was that we 
should maintain our network and minimise the risk 
of reliability incidents experienced in the 2009-14 
period. In our engagement sessions, we noted that 
replacement levels have been well below long term 
sustainable levels due to the relative youth of our 
network assets. 

Over the next 20 years, we see that many of our 
assets will require replacement as they reach the 
end of their technical life. Unlike other places in 
Australia, most of our network was rebuilt after 
Cyclone Tracy in the short period after 1974. 
By 2030, a high proportion of these assets will be 
over 50 years old. Our asset management team 
have identifed emerging issues with the condition 
of assets on the network that is prompting 
higher levels of replacement in 2024-29. As noted 
in Chapter Two, we have also listened to our 
customers’ preferences for smoother long term 
capital expenditure by forecasting a replacement 
fund to help the expected spike in replacement 
by 2040. 

65 



66

c. Rising peak demand 

In recent years, we have seen moderate to 
falling peak demand growth at a system level, 
meaning that new network investment has fallen 
signifcantly. A key driver has been customers 
using their own solar to power their homes. A 
secondary driver has been relatively subdued 
economic activity which has led to slower growth 
in residential development and commercial 
connections. 

Over the next decade, we are forecasting a 
signifcant increase in peak demand. We are seeing 
a signifcant increase in spot loads from residential 
and commercial developments, particularly in 
Darwin as seen in Figure 30. Our 2024-29 forecasts 
have assessed the impact of rising peak demand 
at a local level. In some cases, we are seeing high 
rates of growth in pockets of our network that 
exceed the capacity of the network. 

As noted in Chapter Three, we see that peak 
demand could increase signifcantly after 2030 
due to higher penetration of electric vehicles and 
increasing growth in the NT. Our longer-term 
strategy is to encourage customers to use energy 
when there is spare capacity on our network in the 
daytime through more effcient tariff structures. 

Figure 30 – Maximum demand forecasts across our three regulated networks 
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Substation in Darwin 

d. Continued refresh of our ageing ICT systems 

Power and Water continues to operate ICT systems 
that were built a generation ago. In the 2019-
24 period, we expect to make some progress in 
implementing refreshed ICT systems including a 
new metering and billing system, and upgrading 
our Energy Management System. For the 2024-
29 period, we have undertaken further analysis of 
the pace and priorities of our ICT refresh. We have 
prioritised investments in an Advanced Distribution 
Management System (ADMS) which will assist 
us to meet the challenges of transitioning to a 
renewable energy system, while improving our 
outage management capabilities. 

e. Uplift in delivery capability 

In our engagement sessions with customers, we 
discussed the factors that have resulted in lower 
delivery of capex than allowed by the AER in 
the frst three years of the current period. While 
many factors have contributed, a clear reason has 
been overlapping priorities as we engage with a 
changing energy landscape. 

At present, we are implementing an action plan 
that methodically seeks to increase our delivery 
capability. We recognise that implementation 
will take time, and our forecasts have therefore 
sought to defer some of the works required over 
the next three years into the 2024-29 period. We 
have sought to mitigate the additional risks, by 
prioritising major projects and programs. 
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4.3 Replacement capex 

We forecast replacement capex of $224 million 
in the 2024-29 period, an increase of $87 million 
compared to the 2019-24 period as seen in 
Figure 31. The key drivers of higher capex include: 

• As noted in the previous section more assets 
are approaching end of life in the next 
regulatory period, which has led to more 
identifed condition issues. 

• Consistent with our customers’ preferences, 
we have included a replacement fund of $28 
million to assist us to smooth the expected 
steep incline in replacement between 2030 
and 2040. 

We categorise replacement activities into three 
types. Firstly, our planned replacement is for assets 
that we seek to replace or refurbish before they 
fail in service. These are assets that have a high 
consequence of failure in terms of safety, customer 
reliability, security, compliance or environmental 
impact. Secondly, we have assets which are 
scheduled for replacement based on a known 
defect. Scheduled replacements aim to replace or 
refurbish the asset before it fails due to moderate 
risk of consequence. Reactive replacements occur 
after an asset has failed in service. This would 
likely occur in cases where the risk is minimal or 

where the event was unlikely based on our regular 
maintenance data. 

As noted in section 4.1, a key improvement to our 
forecast approach for replacement is a new risk 
quantifcation approach to consistently appraise 
the costs and benefts of investments. This is a 
relatively new approach for Power and Water and 
follows extensive feedback from the AER in our 
last proposal. By providing a quantitative basis for 
valuing risks, we can more consistently consider 
needs across the capital portfolio. 

We identify the probability of a risk occurring, 
and the consequence such as safety, reliability, 
environment and other factors consistent with 
our Enterprise Risk Management Framework. 
Such an approach allows us to defer investment 
and improve affordability where the risks can be 
managed appropriately. The key values in our new 
approach include health and safety of workers 
and the public, compliance, direct fnancial costs, 
environmental, service delivery and customer 
experience. Each of these values have a dollar 
impact based on whether the consequence is 
insignifcant, minor, moderate, major or severe. 
The risk is measured as the probability of the 
event occurring, multiplied by the likelihood of a 
consequence from the event multiplied by the 
value of that consequence. 

Figure 31 – Forecast replacement capex in 2024-29 compared to actual/estimated in 2019-24  
($m, real 2024) 

68 



Draft Plan Questions for our stakeholders to prepare our 2024-29 regulatory proposal

 

 
 
 

 

 

 

  
 

 
 

 
 

 
 

 
 
 

 
 

  
 

 

 
 

 
 
 

 

   
 

 
 
 

 
 

 
 
 

 

  

Figure 32 provides a breakdown of the forecast 
replacement program for 2024-29 compared to the 
2019-24 period. The areas of signifcant increase 
are cables, services and SCADA and protection. The 
increase in cables refects the lower delivery of the 
Northern Suburbs cable program than in the AER 
allowance in the 2019-24 period, and the deferral of 
the Port Feeder project to the 2024-29 period. The 
increase in services refects a new planned program 
to replace assets in poor condition and which are 
expected to require replacement in the 2024-29 
period. SCADA and protection replacement relates 
to obsolescence issues we are experiencing with 
these assets as they approach end of life. 

The major replacement projects and programs 
included in the 2024-29 proposal include: 

• Darwin Northern Suburbs high voltage cable 
program ($27 million) – The program has 
already commenced and will uplift from 2022 to 
2024 where we will replace about 40 kilometres 
a year and replace about six kilometres each 
year from 2025 to 2030. Due to the location 
of the cable on the coast, the sheath of some 
segments is damaged, allowing water ingress 
which has caused deterioration of the cable’s 
internal components. The corroded screens will 
increase the risk of electric shock and adversely 
affect our protection systems. This exposes our 
workers and the public to safety risks. 

• Alice Springs network optimisation 
($17 million) – Four of the transformers at two 
zone substations are approaching end of life 

based on testing of residual insulation strength. 
At this stage we are also assessing the 11 kV 
switchboard at Lovegrove and 22 kV switchboard 
at Sadadeen, both of which will be 42 to 44 years 
old in the planned year of replacement and have 
known defects. All associated protection and 
SCADA are also forecast to be replaced. 

• Humpty Doo transformer replacement 
($10 million) – There are condition issues with 
the assets within the zone substation including 
the 66kV circuit breaker which has a history of 
failures associated with the operating arm, and 
the power transformers which have an excessive 
level of moisture in the paper insulation largely 
due to signifcant continuous oil leaks. There are 
also condition issues with the 22kV switchgear 
including gas leaks, and the secondary systems 
are obsolete and spares are diffcult to source. 

• Alice Springs corroded poles ($8 million) – 
The major targeted program for pole 
replacement and refurbishment is in Alice 
Springs. The poles are corroded from high 
salinity and moisture levels in the soil. We 
plan to replace and refurbish about 200 poles 
each year for the next decade. This causes 
structural integrity issues leading to safety 
risks to the public and our feld crews if the 
pole falls. We will be targeting replacement 
and refurbishment of the poles that are in the 
worst condition and pose highest risk to the 
community. The project will be ongoing for 
the next decade due to the high volume of 
degraded poles. 
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Figure 32 – Forecast replacement by AER asset class ($m, real 2024) 
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4.4 Growth capex 

We forecast $115 million on augmenting the 
network and connecting customers to meet new 
demand for our network services (”growth capex”) 
in the 2024-29 period, an increase of $69 million 
compared to the 2019-24 period as seen in 
Figure 33. The primary drivers of the increase in 
capital expenditure include: 

• An increase in demand on local areas of our 
network from residential and commercial 
development that requires new network 
infrastructure. 

• A forecast doubling of small-scale solar 
installation by 2030, which necessitates a 
hosting solution to safely export our customers 
solar without imposing strong export 
constraints. 

We have made signifcant improvements to our 
methods to forecast demand for energy and solar 
exports over the last year to give us an improved 
understanding of when the network needs to 
be upgraded. Our new method involves a more 
granular analysis of historical trends and drivers 
of change. We have also improved our method for 
estimating the expected load and timing of new 
large connections. 

Similar to our replacement program, we will 
be assessing investments against our risk 
quantifcation methodology. This includes 
identifying the value of customer reliability when 
considering upgrades to the capacity of the 
network. 

Figure 33 – Forecast growth capex in 2024-29 compared to actual/estimated in 2019-24 ($m, real 2024) 
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Figure 34 sets out forecast growth capex program 
by AER categories. Demand driven capex relates 
to investing in new infrastructure to meet 
higher peak demand for electricity in sections of 
the network and accounts for $58 million. This 
includes a major project to upgrade Katherine 
zone substation, and a series of minor programs 
and projects. Investment in our future networks 
program (termed DER augex) is a new type of 
investment and accounts for $40 million to address 
challenges we expect to face with exporting higher 
amounts of household solar. Reliability augex 
is increasing to $17 million as we seek to ensure 
we meet voltage performance targets, while 
continuing to meet our obligations to improve 
performance for customers who receive poor 
service. 

Connections capex relates to new infrastructure 
for an individual customer. Connections capex 
is forecast to increase to $42 million in the 2024-
29 period, largely due to an increase in large 
connections. We apply a connection policy 
to determine the capital contribution that a 
customer makes to the connection costs. We are 
proposing to make changes to our connection 
policy including expanding the connection policy 
to include export and simplifying the capital 
contributions process by linking it to the threshold 
for basic connection services. 

This means customers seeking a basic connection 
(this will be set out in our connection policy, 
but covers most residential and small business 
connections) will not pay a contribution. Customers 
seeking a different or enhanced connection 
will contribute by meeting the full cost of their 
connection and their connection will be a 
negotiated connection service. 

A key change for our customers in relation to 
connection services is how negotiated connection 
services will be classifed in the 2024-29 period, 
which has fow on effects in terms of how these 
costs are charged and recovered. As part of its 
decision in its Framework and Approach, the 
AER classifed negotiated connection services 
as an alternative control service. This means that 
customer connections that fall within the defnition 
of a negotiated connection in our connection 
policy will now see a cost refective price for their 
connection than under previous arrangements 
where they only paid a small portion of their true 
costs upfront. 
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Figure 34 – Forecast growth capital expenditure by AER category ($m, real 2024) 



  

 

  

  

The major growth projects and programs in the 
2024-29 forecast include: 

• Katherine zone substation upgrade 
($22 million) – The zone substation is already 
overloaded under a single critical contingency 
(N-1) of a transformer failure. In the short 
term, we are considering lower cost options 
to support load if one of the transformers 
fail, such as batteries or an agreement to 
supply additional load from a local generator. 
In the longer term, we see the need to 
upgrade the capacity of the zone substation 
as load continues to increase. Large housing 
developments and commercial loads are 
forecast to locate to the east of Katherine. 
This means that the load at risk will become 
signifcantly higher and a longer-term solution 
will be required. At this stage, we consider the 
least cost feasible option to address the long 
term need will be to upgrade the existing zone 
substation. 

• Future Network Hosting and Community 
Batteries ($40 million) – As discussed in 
section 2.4, our People's Panels considered 
we should implement a technology solution 
to help the network export more household 
solar without building new infrastructure. The 
People's Panels also wanted us to pursue two 
community batteries that would store excess 
solar produced in the day and discharge the 
energy in the night during the peak evening 
period. We are currently in the process of 
analysing the need, options and benefts with 
consideration to recent AER guidelines on the 
cost of curtailed exports. At this stage, we have 
provided a rough estimate of $40 million to 
help inform our stakeholders on the materiality 
of the initiatives. 

• Install reactors at Katherine zone substation 
($8 million) – Quality of supply relates to 
voltage disturbances that can impact a 
customer’s energy supply and appliances. 
Katherine is signifcantly above the limits for a 
signifcant proportion of the time. To address 
this issue, we will be installing switched 
inductive compensation to lower voltage at the 
bus in the zone substation, which will have the 
impact of absorbing reactive power. 

• Uprating transmission lines in Darwin 
($5 million) – We have undertaken contingency 
analysis of our transmission lines to identify 
if any lines would exceed capacity. Under a 
critical contingency (N-1) on the line from 
Hudson Creek to Palmerston zone substation, 
the 66kV line is expected to exceed capacity by 
the end of the decade. Similarly, under a critical 
contingency on the line from Hudson Creek 
to Archer zone substation, the 66kV overhead 
line from Hudson Creek to Palmerston line 
is expected to signifcantly exceed capacity 
by 2029-30. The two options to address 
the overloads under N-1 include procuring 
additional generation at Weddell power station 
and uplifting the line ratings from 64MVA to 
90MVA for each of the lines. 
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4.5 Non-network and overhead capex 

We forecast $182 million in total on non-network ICT, non-network other, and capitalised overheads in the 
2024-29 period, an increase of only $1 million compared to the 2019-24 period as seen in Figure 35. 

Figure 35 – Forecast non-network and overhead capex in 2024-29 compared to actual/estimated in 
2019-24 ($m, real 2024) 

Figure 36 provides a breakdown of the forecast in the 2024-29 period by AER category compared to the 
2019-24 period. Non-network ICT is at similar levels to the current period, and non-network other is forecast to 
be signifcantly lower. Overheads are increasing compared to the current period. 
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Figure 36 – Forecast non-network and overheads capex by AER category ($m, real 2024) 



 

About 85 per cent of the forecast ICT capex relates 
to refreshing our major ICT systems, many of which 
are losing currency and functionality. About 15 per 
cent of ICT is for maintaining the currency and 
cyber security of our existing assets. As a multi-
utility, we allocate a portion of the total capex of ICT 
systems to standard control services in accordance 
with our Cost Allocation Method. 

We commenced our ICT refresh journey in the 
2019-24 period, with the expected completion of 
our meter and billing system and upgrade to our 
Energy Management System by the end of the 
period. We have signifcantly re-prioritised our 
ICT refresh program compared to our regulatory 
proposal, taking a more cautious and prudent 
approach to investing in large ICT systems. 

This has meant that some of the systems we had 
initially intended to commence in 2019-24 will 
now occur in the 2024-29 period including a new 
Asset Management , Mobility and Capital Delivery 
system and the Physicals to Financials ICT systems. 
These systems will be vital to implement given our 
expected ramp-up in capital expenditure over the 
next 20 years as we replace ageing Cyclone Tracy 
assets. 

We are also forecasting capex on the initial stages 
of an Advanced Distribution Management System 
(ADMS), focusing expenditure on improving our 
visibility and control of the distribution network 
and customers’ distributed energy resources. 
We see that this will be vital in the context of 
accelerating renewables after 2030, where we will 
need more data and controls to keep the network 
safe and secure. 

Property leases account for about $9 million of 
non-network other capex, and largely relate to the 
expected costs of leasing our existing commercial 
properties including the Mitchell Centre. We also 
expect to incur about $7 million on refurbishing our 
depots to address non-compliance and remediate 
sites. Fleet leases account for $12 million of 
non-network capex. 

Network overheads include asset management 
activities we undertake to plan, control and 
manage the network. Corporate overheads 
including fnance, legal, procurement and 
human resources support activities across our 
electricity, water, sewerage and gas lines of 
business. We allocate overheads to each line of 
business in accordance with our Cost Allocation 
Methodology. We also allocate these costs to 
capital and operating expenditure depending on 
the nature of the activity. Our method to forecast 
capital overheads has considered the allocation 
methods of other networks, and the uplift in capital 
expenditure programs as we return to improved 
delivery. 

74 



 

 
 

 
 

 

 

 

 

 
 
 

 

 

Draft Plan Questions for our stakeholders to prepare our 2024-29 regulatory proposal 

4.6 Contingent projects 

In developing our capital expenditure forecasts, we 
have identifed a number of large projects, projected 
to cost in excess of $15 million each, which may be 
required during the 2024-2029 period but which 
are highly uncertain in terms of timing, scope or 
funding arrangements. The regulatory framework 
requires that these projects be excluded from the 
forecast capital allowance, and separately identifed 
as a contingent project. If a contingent project is 
allowed by the AER, we would need to demonstrate 
that a ‘trigger’ has occurred and that our capital 
expenditure is prudent and effcient. 

The relatively high number of contingent projects 
refects the uncertainty over the likelihood or 
timing of large projects in the NT including the 
development of renewable hubs, land releases 
and large industrial hubs. If these projects were to 
arise during the 2024-29 period, our revenue would 
increase from the estimate presented in the Draft 
Plan. It is therefore crucial that our stakeholders 
understand the nature of these projects. The 
estimated capital expenditure if these projects 
proceed are set out in Figure 37 and include: 

• Renewable Energy Hub in Darwin – The NTG’s 
Darwin-Katherine Electricity System Plan 
includes a Renewable Energy Hub where large 
scale solar and battery will connect to available 
capacity on our transmission network. This will 
require the construction of new transmission 
infrastructure and a sub-transmission 

substation. We are working with the Northern 
Territory Government to understand our role in 
the implementation of the initiative. 

• Investment to meet new ESS obligations – 
Under the proposed NTG Essential System 
Strength framework, we have obligations to 
maintain local system strength. Depending 
on the scope of the obligation, this may 
necessitate large investment such as a 
synchronous condenser. 

• Upgrade of transmission lines in Darwin – 
While not committed, we expect a signifcant 
increase in demand in east rural and south 
Darwin. This may require a larger upgrade 
to the planned replacement of the zone 
substation and may require additional 
transmission infrastructure. 

• Zone substation in East Arm – A new zone 
substation is likely to be required to meet industrial 
growth in East Arm. However, there is uncertainty 
on the timing of connections to the area. 

• Zone substation near Palmerston – The 
Government’s land plan contemplates a new 
urban district in Holtze, near Palmerston that 
would necessitate the construction of a new 
zone substation in the area. However, no frm 
commitments are in place at this stage. 

• Capacity upgrade at Weddell – This would 
meet the expected demand from industrial 
developments at the Middle Arm Sustainable 
Development Precinct. 
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Figure 37 – Contingent projects – excluding capitalised overheads ($m, 2024 real) 



Residential customers at People’s Panel 

Key Questions for stakeholders in Chapter Four 

Have we adequately implemented customers’ priorities on future 
network and addressing the replacement wall? 

Are there specifc aspects of our proposed capital expenditure that 
you support, disagree with, or want more information about? 

Do customers have any concerns with proposed changes to our 
connection charges? 
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5. Operating expenditure 
We forecast a 13 per cent decrease in operating expenditure in the 2024-29 
regulatory period compared to the 2019-24 current period. The lower expenditure 
primarily relates to improvements in our measurement of underlying labour costs 
comprising our operating activities. This has resulted in more overhead costs 
being allocated to capital expenditure in accordance with our approved cost 
allocation method and in line with the practices of other networks. Our lower 
level of operating expenditure incorporates an effciency stretch target and step 
changes relating to our customer preferences for future network programs and 
customer service improvements. 

Operating expenditure (opex) relates to regular 
annual expenses. These costs are recovered from 
customers by Power and Water on a yearly basis. 

As noted in section 1.4, there are three broad 
categories of opex: 

• Network opex – includes maintenance 
of assets, emergency response costs, and 
vegetation management. 

• Non-network opex – relates to expenditure 
on maintaining and operating ICT assets, 
corporate property assets and feet assets. 

• Overhead opex – relates to the share of 
network and corporate overheads that 
are allocated to operating expenditure in 
accordance with accounting standards and the 
AER approved cost allocation methodology. 

Figure 38 compares our forecast operating 
expenditure for the 2024-29 regulatory period 
to actuals and estimates for the current 2019-24 
period and the AER’s allowance. The fgure shows 
that while opex remained higher than the AER’s 
allowance at the start of the 2019-24 regulatory 
period, actual opex has been declining over the 
last two years and is expected to further decline by 
the end of the period. Our forecast opex (including 
debt raising costs) of $387 million for the 2024-
29 regulatory period is 13 per cent lower than the 
AER’s allowance for the 2019-24 period. 

This lower amount largely refects changes in our 
accounting practices relating to the treatment 
of overheads to be more in line with standard 
industry practice. This allows for a more realistic 
comparison of our operating expenditure 
performance compared to peers and is more 
consistent with the effcient level of expenditure 
substituted by the AER in the last regulatory 
determination. We propose to include a staggered 
10 per cent effciency stretch target on our opex 
network and corporate overheads, refecting 
our ongoing commitment to delivering real and 
sustained reductions in our opex over time, as 
our business continues to mature and develop its 
understanding and capabilities under the NT NER. 

Figure 39 provides a breakdown of our operating 
expenditure for the 2024-29 regulatory period. It 
shows that our corporate and network overheads 
comprise a signifcant proportion of our forecast 
opex. 
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Figure 38 – Forecast opex in 2024-29 compared to actual/estimated in 2019-24 ($m, real 2024) 

Figure 39 – Breakdown of operating expenditure in the FY24 to FY29 period ($m, real 2024) 
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Draft Plan Questions for our stakeholders to prepare our 2024-29 regulatory proposal 

5.1 Forecast method for operating 
expenditure 

We have applied the AER’s approach in its 
Expenditure Forecast Assessment Guidelines to 
calculate the operating expenditure for the 2024-
29 period. This is based on the base- trend- step 
method depicted in Figure 40 on the next page 
which consists of: 

• Base Year – Operating expenditure tends to be 
recurrent from year to year. This means that 
most recent expenditure generally provides a 
good indication of future levels. 

• Trend – Consistent with the AER’s approach 
we will apply a rate of change to the base year 
to account for changes in input prices, work 
activity from increasing network size, and 
productivity. 

• Step changes – We will identify changes 
impacting our business environment that will 
change our costs. Consistent with the current 
period we will also add step changes for annual 
effciency adjustments if required. 

While we are adopting the AER’s preferred 
approach towards developing our operating 
expenditure forecasts, our application will differ 
slightly to other electricity networks. This is largely 
due to legacy issues associated with our existing 
systems ability to capture and report data and 
our unique operating circumstances. These 
factors make it diffcult for Power and Water to be 
meaningfully compared to other peer networks. 
Other networks have signifcantly larger customer 
numbers to spread their costs across, operate 
interconnected networks over a much smaller 
geographical area than the Territory, and generally 
do not operate as the primary provider of both 
transmission and distribution services. 

We have been working closely with the AER to 
explore options for how benchmarking could be 
applied in a meaningful way to Power and Water 
given the substantial differences that exist with 
our operating circumstances relative to our peers. 
Given the signifcant amount of work required 
to quantify appropriate operating environment 
factor adjustments, the AER has indicated that it 
will likely not apply econometric benchmarking for 
assessing our base year effciency, and will instead 
rely on other top-down checks, such as category 
benchmarking and examining cost trends over 
time. This is consistent with the approach applied 
by the AER in our current regulatory determination. 

In applying the AER’s mechanistic approach 
towards developing our operating expenditure 
forecasts, we have also sought to consider the ‘big 
picture’ of how our network will need to adapt to 
major changes impacting the energy industry, 
and internal drivers. 

The key strategic drivers outlined in Chapter 
Three, coupled with our discussions with 
customers and stakeholders has signifcantly 
shaped and informed how we have developed our 
forecast operating needs for the 2024-29 period. 
Importantly, in preparing our forecasts we have 
sought to ensure that we have suffcient resources 
to effciently realise customers’ vision for how our 
network should operate in the future. 
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Figure 40 – Operating expenditure Forecast Approach 
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5.2 Drivers of change in operating 
expenditure – past to future 

In seeking to understand the reasonableness 
and effciency of our opex forecasts and our 
performance to date, it is necessary to take into 
account the circumstances in which Power and 
Water transitioned to the national electricity 
framework, and the signifcant change events 
which have since occurred. 

Figure 41 provides a long-term view of our 
operating performance and shows how our 
operating expenditure has reduced signifcantly 
over time from historical levels in 2010-2014. 
The following sections are intended to provide 
further context on our performance to date and 
explain some of the key change events which 
have impacted our operations resulting in a much 
longer transition to more effcient and sustainable 
levels of opex. 

Figure 41 - Operating actual and forecast expenditure from 2010 to 2029 ($m, 2024) 
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Understanding our operating expenditure target 
and performance to date 

Power and Water joined the national electricity 
framework on 1 July 2015, with the staged 
adoption of obligations by 1 July 2019. This required 
a substantial work program to transition our 
obligations from jurisdictional instruments and 
codes to compliance under a national framework 
(the NT NER). This included work to prepare our 
frst regulatory proposal, submitted to the AER on 
31 January 2018. 

At the time of submitting our regulatory proposal, 
analysis had not been undertaken to properly 
assess the differences between jurisdictional 
and national arrangements. Given our lack of 
experience with meeting our obligations under 
the national regime, a number of key assumptions 
were made in developing our opex forecast for 
the 2019-24 period, both in our initial and revised 
proposal. This included the extent to which we 
could absorb any additional obligations associated 
with transitioning to a national framework and the 
extent we could reduce our recurrent costs to be in 
line with industry peers. 

It was assumed by Power and Water and the 
AER at the time that only minor differences 
between jurisdictional and national arrangements 
existed and that compliance with the regime 
would operate much the same as jurisdictional 
arrangements. 

While accepting the limitations of traditional top-
down analytical techniques, the AER concluded at 
its draft determination that operating expenditure 
targets should be set lower than our actual 
recurrent expenditure at that time. This conclusion 
was reached using category-based analysis and 
benchmarking and took into account other 
evidence and qualitative factors. 

We largely accepted the AER’s position that 
forecast operating expenditure should be based 
on more effcient maintenance practices and 
committed to refreshing existing ICT systems and 
transformation of our operating structure to reduce 
our costs over time. On that basis, we proposed, 
and the AER accepted, ambitious operating 

expenditure targets for the 2019-24 period 
amounting to more than 20 per cent reduction 
in recurrent costs in the frst year of the period. 
In addition, the target included a step change 
reduction in overheads, staggered over the fve-
year period. 

a. Transforming our operating model 

Delivering an ambitious reduction in target 
operating expenditure involved a transformation 
process across the organisation. Given the limited 
availability to capture economies of scale, Power 
and Water sought to implement a new operating 
model aimed at capturing economies of scope by 
centralising and grouping ‘like’ functions rather 
than by line of business. While a “lift and shift” of 
functions has been performed to consolidate like 
functions the full benefts of transitioning to this 
new operating model have yet to be captured. 
This is mainly due to: 

• Impact of COVID-19 in both business disruption 
and the ability to bring new capability into the 
organisation 

• Executive turnover, industrial relations, and 
diffculty in attracting skilled resources to the 
Territory. 

• Delays in enabling ICT infrastructure 
development and implementation. 

• Impacts associated with transitioning to a 
more complex national framework, market 
reform, renewables uptake and other external 
infuences. 

Notwithstanding the changes made to the 
organisation structure, benefts in the form of cost 
savings have been offset by the need for additional 
resources to manage large solar connections and 
government policy changes to increase renewable 
energy penetration. This has not only changed 
our resourcing priorities but also our decision 
making regarding technology investment, which is 
explained further below. 
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b. Transitioning to the NT NER 

Meeting our obligations under the NT NER has 
proven to be a more costly and challenging 
exercise than anticipated, for several reasons 
including: 

• Requirements under the NT NER have proven 
to be more onerous than anticipated – 
requiring more detailed analysis, justifcation, 
and information than under jurisdictional 
arrangements. Meeting our reporting 
requirements has posed a signifcant challenge 
for Power and Water as our systems lack the 
capability to capture and report data at the 
granular level required by the AER. Given 
limitations associated with our existing ICT 
systems, meeting our reporting requirements 
often requires substantive manual effort 
to compile the information which diverts 
resources away from their normal business as 
usual activities and creates a backlog of tasks. 

• Arrangements under the national regime 
are constantly evolving – unlike jurisdictional 
arrangements which were largely stable, 
the National Electricity Rules has evolved 
signifcantly since Power and Water has joined. 
The complexity in how National Electricity 
Rule changes fow through into the NT NER, 
and the pace and volume of change occurring 
at a national level, has proven diffcult for 
Power and Water to keep up with. At the 
time of submitting our regulatory proposal 
the NT NER was at version 21. After four years, 
it is at version 88. This has meant that at the 
same time Power and Water was seeking to 
transition to compliance with the NT NER, the 
rules themselves have been changing. Power 
and Water is a small network, relative to other 
networks. We are unused to and ill-equipped 
(due to ageing ICT systems) to respond 
to the volume of change (particularly the 
transformational nature of change) that has 
been occurring at a national level. 

These factors contributed to higher levels of 
opex during the 2014-19 regulatory period and 
at the start of the current regulatory period, as 
further work was required to address compliance 
gaps associated with meeting our connection 
framework obligations and our obligations under 
the AER’s ring-fencing guideline. 

c. Market reform and rapid uptake of renewables 

Territorians have embraced solar and renewable 
energy at a rapid pace. Market frameworks 
and Power and Water’s network have not been 
managed to keep pace with this rapid rate of 
change. This issue quickly came to the forefront 
of attention in the Territory with the Alice Spring’s 
system 'black' event in October 2019. 

The system black event was triggered by the 
power system not being in a secure operating state 
and having insuffcient spinning reserve to cope 
with unexpected cloud cover that caused solar 
generation to drop suddenly. In response to this 
incident, a review of the state of system security 
and the adequacy of existing market arrangements 
to support the 50 per cent uptake of renewables 
and emerging technologies was undertaken. 

This has resulted in a series of urgent priority 
reforms being progressed by the NTG in June 
2020, as part of the Northern Territory Electricity 
Market (NTEM) priority reforms process. While that 
signifcant jurisdictional reform was occurring, 
reform at a national level aimed at addressing 
system security issues and integration of 
distributed energy resources was also occurring. 
Both of these developments and the sudden infux 
of solar farms seeking to connect to Power and 
Water’s network triggered the need for Power 
and Water to reprioritise its focus to ensure that 
our network is more resilient to impacts from 
accelerating large scale and small scale solar. 
This resulted in the need for additional changes 
to our operating model and necessitated the 
resequencing of ICT system upgrades that 
were planned as part of Power and Water’s 
transformation program. 

d. Level of business maturity and system 
limitations 

A contributing factor to our high level of operating 
costs in the past has been the fact that a number 
of Power and Water’s core operating systems 
are approaching, or are already beyond, their 
useful life. Our existing systems do not have 
the capability of capturing or tracking data at a 
granular level, and are not confgured to extract 
data in the format required by the AER. This creates 
a signifcant reliance on manual reporting and 
data manipulation, which in other networks would 
ordinarily be automated and centralised through 
ICT systems. 
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While Power and Water proposed a signifcant 
uplift of its ICT systems during the 2019-24 
regulatory control period to address this issue and 
embed greater effciencies in our operations this 
has not come to fruition for the following reasons: 

• Projects relating to centralising and upgrading 
system control functions to provide additional 
functionality to SCADA, system management 
and fault response were put on hold early in 
the period pending greater certainty around 
market reforms. 

• The costs associated with delivering our ICT 
program have proven signifcantly higher 
than anticipated at the time of preparing our 
forecasts. This is in part attributable to our 
lack of business maturity in this space and 
reliance on external consulting advice which 
underestimated the complexity and cost 
impact from operating a government owned 
multi-utility. Further market research and 
analysis has since revealed that our forecast 
overstated benefts and our delivery capability, 
and understated costs. This has triggered 
the need for reprioritisation and sequencing 
of ICT programs to determine what can be 
realistically delivered within the allowance and 
in light of changing business priorities. 

Consequently, the full suite of planned system 
upgrades to deliver effciencies and uplift business 
capability have not been delivered during the 
current regulatory period. Instead, this will be 
delivered in the forthcoming regulatory period 
based on a more accurate understanding of costs, 
delivery capability, and is refected in the lower 
levels of opex projected for the 2024-29 period. 

e. Changes in accounting treatment of shared 
costs 

Decisions regarding Power and Water’s target 
operating expenditure in 2019 were made on the 
observation that our recurrent operating costs 
were much higher than industry peers. The reasons 
for these higher costs could not be reconciled 
between different operating and environmental 
considerations, the effects of different reporting 
and accounting approaches, or some level of 
inherent ineffciency which customers should not 
pay for. 

Inconsistencies in historic fnancial data and the 
ability to reliably compare Power and Water’s own 
costs at an aggregate and category level with 

peer networks further contributed to uncertainty 
regarding the relative effciency of Power and 
Water’s operating expenditure. 

We have been reviewing our regulatory 
accounting practices and sought advice as to 
whether improvements can be made to better 
compare our costs against industry peers. The 
advice recommended transitioning accounting 
treatments for labour cost and support costs so 
they were more consistent with industry peers and 
would assist with better comparison of Power and 
Water operating costs. 

In response, we have made changes to how we 
capture internal labour rates and how we attribute 
labour related costs to operating activities. We 
have also tried to align our approach to attributing 
overhead costs to direct capital and operating 
activities so it is more consistent with industry 
peers. While both of these changes have not fully 
explained reasons why our costs are higher than 
industry peers, our analysis of backdated data 
demonstrates that some of the category analysis 
benchmarking would have presented differently if 
we had applied the same approach in our previous 
determination. 

Key opex drivers 

Moving forward, key drivers of our operating costs 
for the 2024-29 regulatory period are likely to be: 

• Ongoing market and regulatory reform – 
changes in our obligations will impact upon 
compliance costs and can trigger the need for 
additional resourcing and system changes. 

• Technology enablement – our ability to reach 
a more sustainable and effcient level of opex is 
dependent upon our ability to modernise our 
ageing ICT systems. 

• Customer preferences – initiatives to 
reduce costs in customer service areas were 
challenged by customers in our People’s Panels 
engagement. While most were reasonably 
satisfed that closure of shopfronts was the 
right decision, they provided reasons why 
Power and Water may need to do more 
than networks in other regions in respect of 
providing education, advice and support. 
Our proposal includes such preferences as step 
changes to our recurrent forecasts. 
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Draft Plan Questions for our stakeholders to prepare our 2024-29 regulatory proposal 

5.3 Adjusted base year 

Our forecast method proposes the use of audited 
2022 fnancial year actual operating expenditure as 
the base year. This will represent the most recent 
audited fnancial year at the time we submit our 
regulatory proposal. Adjustments for non-recurrent 
expenditure and top-down effciency checks will 
be made to ensure it is useful for forecasting future 
costs. 

For this Draft Plan, we have used a year-to-date 
projection of actual operating expenditure for the 
2022 fnancial year (FY22). This is because our Draft 
Plan has been prepared ahead of fnalising our 
statutory and regulatory accounts by October 2022. 
We may choose to adopt audited FY23 expenditure 
to support a revised forecast at the time of our 
revised proposal, depending on any material 
changes between years. 

Based on our FY22 cost incurred to March 2022, 
we are projecting the following adjustments need 
to be made to the base year to normalise it for 
forecasting purposes: 

• Adjustments to one-off project related costs 
that will not be incurred in the next period. 

• Adjustments to refect our expectations 
of labour costs that will be incurred and 
attributed to operating activities by the 
completion of the full fnancial year. 

• A further one-off adjustment to refect the fact 
that a greater proportion of overhead costs will 
move to capital expenditure in the next period. 

a. Top-down effciency check 

We have noted above the challenges in explaining 
the variance between our recurrent costs and 
those of our peers. This has been improved through 
changes to how we account for costs to improve 
the metrics we are comparing. However, the reality 
is that there are a range factors which conceptually 
explain why the uniqueness of our business will 
result in higher costs and many of these factors are 
diffcult to quantify. 

The AER also acknowledges the challenges and 
indicated that work would continue during the 
period to investigate how some of these differences 
could be quantifed. Our concerns relate to the 
implicit cost of attempting to properly quantify 
some of these unique differences which may still 
result in an unclear conclusion. 

Some of the important differences of our business 
compared to others include: 

• We are an end-to-end supplier of power across 
the Territory, with roles and responsibilities 
much broarder than single role DNSPs. 

• We are the main essential services provider in 
the Territory operating a multi-utility with a 
back offce sized to support all services. 

• Power and Water is the only network 
operator regulated by the AER that has no 
interconnection with the National Electricity 
Market. 

• While not regulated by the AER, signifcant 
costs are incurred by our networks division 
for remote and regional essential electricity 
network services. The application of our AER 
approved Cost Allocation Method drives a 
higher portion of all overhead costs to our 
activity on regulated networks. Our regulated 
network services include corporate overhead 
costs which would otherwise be attributed to 
remote and regional services if the allocation 
percentages were the same. 

• We provide essential transmission related 
services in Darwin-Katherine and have a 
much closer operational relationship with 
system control and market operation activities 
compared to other distribution networks. 

• Power and Water’s network operation supports 
critical roles in system control and network 
operation in the Territory, and is responsible 
for developing various technical instruments 
that enable statutory objectives to be met, 
notably the Network Technical Code and 
System Control Technical Code. It performs a 
technical role equivalent to the Chapter 5 NER 
Schedules. 

• As the only NSP regulated under the NT 
NER, it is relied on as the sole entity that can 
provide informed insights from the network 
perspective to policy debates and rule changes 
subjecting it to greater regulatory burden 
and associated costs under the NT regulatory 
arrangements. 

• Other environmental factors already 
recognised by the AER continue to exist. 
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Power and Water engineers 

b. Adjustment to base year for effciency 

The challenges around making the necessary 
adjustments for meaningful benchmark 
comparisons were well documented in the last 
distribution determination. 

Despite the uncertainties around the gap, Power 
and Water still recognises there is a responsibility 
to set strong targets for improvement in the level 
of operating expenditure. Our internal examination 
of our base year to identify effciencies has 
involved looking at our performance in the past 
and assessing if there were any opportunities for 
effciencies to reduce the base year amount. Our 
approach to adjustments in the future period is as 
follows: 

• For direct operating expenditure items, we will 
use the AER determined operating expenditure 
target identifed in the last determination as a 
guide to establish our forecasts. We will use the 
lower of the out-turn actual expenditure in the 
base year and the AER’s previous allowance. 

•  For overhead related items, we recognise 
cost reductions in the current period do not 
align with the AER’s expectations implied 
in the allowance. This was due to necessary 
changes in our service model to establish the 
foundation for cost reductions to be delivered 
over time. We have consequently proposed 
that stretch targets from the AER’s current 
allowance be extended into the next period so 
that overhead related costs are reduced by 10 
per cent – staggered over the period. 
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5.4 Trends 

We calculate the trend in forecast operating 
expenditure from the adjusted base year 
expenditure amount. This refects changes in 
workload levels, prices of materials and labour, 
and productivity compared to our base year. We 
will calculate a trend adjustment for each year 
from FY23 to FY29 using the AER’s rate of change 
formula. Three factors we look at include: 

• Input cost escalation – We use materials, 
labour and contractors to undertake operating 
expenditure activities. While we automatically 
include infation in our forecasts, the price of 
the inputs may be higher or lower depending 
on demand. We are working with network 
service providers in NSW, ACT and Tasmania 
to ensure a common methodology and 
independently verifed outputs are used for 
escalation of labour, materials and land value. 

• Output growth – As our network and customer 
base expands, we must perform more activities 
such as maintenance and customer service. 
This means that our costs will likely increase 
from the base year. We will apply the AER’s 
calculation which includes change in customer 
numbers, energy demand at peak times, and 
circuit length. 

• Productivity growth – Our customers would 
expect us to improve productivity over time 
through technology advances, and improved 
processes. We will likely use the AER’s preferred 
approach to use industry estimates to establish 
the expected productivity growth and will also 
consider individual circumstances. 

These factors are likely to change with market 
conditions and could change signifcantly between 
now and our regulatory proposal in January 2030. 
Our forecast rate of change is shown below in 
Table 1. 

Table 1 – Rate of change forecast 

Rate of change Jun 2025 Jun 2026 Jun 2027 Jun 2028 Jun 2029 

Forecast output change  1.68% 1.72% 1.71% 1.68% 1.65% 

Forecast price change  0.48% 0.39% 0.36% 0.43% 0.56% 

Forecast productivity change  0.50% 0.50% 0.50% 0.50% 0.50% 

 Forecast rate of change, year-on-year 1.66% 1.61% 1.57% 1.62% 1.71% 

Forecast rate of change, cumulative 1.66% 3.29% 4.91% 6.60% 8.43% 

5.5 Step changes 

Step changes relate to increases or decreases in 
expenditure related to changes in our business 
environment, and which have not been refected in 
the base year adjustments or trends adjustments. 
We will use the criteria in the AER’s Expenditure 
Forecast Assessment Guidelines to identify 
potential step changes. 

This includes identifying new obligations in NT and 
national regulations. Our organisation has been 
adapting to material changes in our regulatory 
obligations. Signifcantly, our ongoing transition 
to national electricity regulation requires an uplift 
in resources and systems to comply. We will seek 
to identify new obligations and provide detailed 
information on the effcient costs to comply. The 
obligations that we will need to manage in the 

transitioning Northern Territory Electricity Market 
are still to be resolved. Recent changes to National 
Electricity Rules in respect of export services 
will require a step change in costs, particularly 
when combined with the increasing need for our 
network to host greater capacity of solar while 
ensuring safe and reliable supply of energy. 
This will require increases in costs. 

We discussed with customers the changing service 
delivery model to enable greater penetration of 
renewables in our system. Our customers generally 
believed that we should increase costs to facilitate 
and support the uptake of solar. They noted: 

• Where technologies are proven, they should be 
adopted to help achieve renewable targets. 

• We also need to move forward by piloting new 
technologies. 
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• Community outcomes should be considered to 
reduce or optimise outcomes and to minimise 
disadvantaged, so no one should be left behind. 

• More needs to be done for remote and 
disadvantaged communities, which could be 
facilitated through government support. 

• There needs to be overall benefts across the 
community through optimising investment and 
innovation. 

Our forecasts therefore include costs to refect 
greater obligations to enable more solar on the 
grid. This will be backed by our Distribution Energy 
Resource Integration Strategy and Future Networks 
Plan. 

Other step changes relate to customer feedback 
in the area of customer service. Power and Water 

adopted a number of strategies which reduced 
operating costs. Customers at our People’s Panel 
were concerned that some of these changes – 
particularly those relating to the closure of shop 
fronts – did not refect community expectations 
around Power and Water’s advisory and support role. 
We were able to explain to customers some of the 
changes that we have incorporated to still ensure 
support – including face to face discussion – 
is available and effective, but at much lower cost. 

While our outlined response provided some comfort, 
customers still wanted more to be done regarding 
face to face communication and customer centric 
advocacy. Our step changes include additional 
expenditure consistent with these recommendations. 

Our proposed step changes are outlined in Table 2. 

Table 2 – Step changes 

Step changes ($m, 2024) Jun  
2025 

Jun  
2026 

Jun  
2027 

Jun  
2028 

Jun 
2029 

Customer Service – support/admin offcer and customer advocate  0.43 0.43 0.43 0.43 0.43 

Customer Service – travel and marketing  0.11 0.11 0.11 0.11 0.11 

Customer Service – Enabling ICT  0.21 0.21 0.21 0.21 0.21 

 Future Networks – Hosting capacity and DER integration 0.8 0.8 0.8 0.8 0.8 

Future Networks – ICT enablement  0.54 0.54 0.54 0.54 0.54 

5.6 Category Specifc Forecasts 

A category specifc forecast may be justifed if, as 
a result of including a specifc opex category in 
the base opex, total opex becomes so volatile that 
it undermines our assumption that total opex is 
relatively stable and follows a predictable path over 
time. Our proposal includes the category specifc 
forecast for debt raising costs. 

Debt raising costs are the benchmark costs of 
issuing debt, including the costs of maintaining an 
investment credit rating needed to issue this debt. 
Table 3 presents the debt raising costs included in 
our proposal. 

Table 3 – Debt raising costs 
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Step changes ($m, 2024) Jun  
2025 

Jun  
2026 

Jun  
2027 

Jun  
2028 

Jun 
2029 

Debt raising costs ($m, 2024) 0.61 0.63 0.65 0.67 0.69 



Draft Plan Questions for our stakeholders to prepare our 2024 -29 regulatory proposal 

Customers discussing options at our People’s Panel 

Key Questions for stakeholders in Chapter Five 

Do customers support our effciency adjustments and consider 
they are appropriate stretch targets? 

Do customers have concerns or questions on the step changes to 
implement customer priorities on the future network and customer 
service? 
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6. Revenue 
There is considerable uncertainty in fnancial markets that have resulted in a 
marked increase in the rate of return since we met with our customers. This 
has resulted in our revenue forecast being 10 per cent above the 2019-24 period, 
higher than what we expected to present to customers. We note considerable 
uncertainty on the rate of return going forward, and this volatility will impact the 
revenue forecast we submit to the AER on 31 January 2023. 

In its determination, the AER sets a cap on the 
annual revenue we can recover from customers 
through our network tariffs. The annual revenue is 
calculated based on the following elements: 

• Investment costs associated with our 
regulatory asset base (RAB) which is the value 
of the stock of our assets at a point in time. 
The RAB comprises the depreciated value of 
our stock of assets, together with the forecast 
capital expenditure discussed in Chapter Five. 
The fnancing costs include a return on the 
RAB based on the current estimate of the rate 
of return, and depreciation of the RAB (often 
termed “return of” investment). 

• Forecast operating expenditure for the 
upcoming regulatory period, as discussed 
in Chapter Six, together with an estimate of 
taxation costs. 

• Adjustments to the revenue depending on 
our performance under the AER’s incentive 
schemes and amounts to fund new innovation. 

The calculation of forecast revenue relies on the 
AER’s revenue model (Post tax revenue model) 
which includes the capital and expenditure 
forecasts discussed in the previous chapter 
together with inputs regarding the current value of 
our asset base and current market assumptions. 

Revenue trends 

Figure 42 identifes our forecast revenue for 2024-
29 compared to the 2019-24 and 2014-19 regulatory 
periods. Our 2024-29 revenue is 10 per cent higher 
than the 2019-24 period, but still signifcantly below 
the allowance set by the jurisdictional regulator in 
2014-19. 

In the 2014-19 period, the jurisdictional regulator 
set a total revenue allowance of $1213 million due 
to high capital and operating expenditure together 
with high rates of return in the market conditions. 
A Ministerial Direction later required us to reduce 
our maximum revenue to closer to $1000 million. 

Network revenue fell signifcantly in the frst 
year of the 2019-24 period. The primary drivers 
were the AER’s decision to reduce our operating 
expenditure, and a low rate of return due to 
prevailing market conditions. Further, the opening 
regulatory asset base was re-visited under the 
national economic framework, which led to a 
reduction in the return on assets (depreciation). 

The higher revenue in the 2024-29 period is 
primarily explained by higher rates of return on 
investment due to a recent change in market 
conditions. Other drivers include increasing capital 
expenditure, which has led to higher fnancing 
costs including depreciation. However, the 
reduction in forecast operating expenditure has 
helped keep revenue from rising further. 

Figure 43 identifes the components of our 
revenue forecast for 2024-29. The return on and 
return of the RAB comprise our investment 
costs, and together drive 56 per cent of revenue. 
Operating expenditure and tax comprise about 
43 per cent of revenue. Revenue adjustments 
account for only 1 per cent of revenue. 
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Figure 42 – Revenue building blocks ($m, real 2024) 

Figure 43 – Revenue breakdown 
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6.1 Overall approach to develop 
revenue forecast 

In our April 2022 People's Panels sessions, we noted 
our expenditure plans at the time were resulting 
in materially higher revenue forecasts for the 
2024-29 period compared to the 2019-24 period. 
Our customers supported our objective of using 
available levers to reduce revenue to similar levels 
to the 2019-24 period. We proceeded to implement 
levers to keep our revenue forecast for 2024-29 at 
similar levels to 2019-24 in real terms (excluding 
the impact of infation). This included reducing 
capital expenditure based on risk prioritisation 
and delivery capabilities, aligning our overhead 
allocation to other networks resulting in more 
capitalisation of overheads, and implementing 
effciency stretch targets for operating expenditure. 

With this target in mind, we consulted customers 
on their preferences for higher expenditure on 
future network, replacement and customer 
service. Our customers signalled that they were 
comfortable with a small increase in revenue above 
2019-24 levels to implement their preferred options. 

More recently however, our expected fnancing 
costs for the 2024-29 period increased markedly 
due to higher interest rates and global events. 
These uncontrollable factors have led to an 
unexpected 10 per cent increase in our revenue 
forecast for 2024-29 compared to the 2019-24 
period. Infation has also risen signifcantly since 
April 2022, and this will add further cost of living 
pressures to our customers. 

What levers are available to reduce revenue, and 
what are the risks? 

A key question in this Draft Plan is the extent and 
availability of levers to bring down revenue, and the 
trade-offs that may arise in respect of short term 
risks and longer term sustainability. 

A key limitation is that a signifcant proportion of 
forecast revenue is fxed. For example, about 51 
per cent of our forecast revenue for the 2024-29 
period relates to the costs of fnancing previous 
investments in network and non-network assets, 
tax liabilities relating to past investment, and 
incentives for performance in this period. Only 
49 per cent of forecast revenue is impacted by our 
forecast expenditure in the 2024-29 period. 
This can be seen in Figure 44. 

Further, the current fnancial market is highly 
volatile and in this environment it is diffcult to 
provide customers with certainty that we can 
achieve revenues at 2019-24 levels. Under the 
AER’s calculations, the risk free rate is set in a 
period closer to the AER’s determination based 
on market observations. Our fnancing costs are 
highly sensitive to this parameter, and it is beyond 
our control to infuence the rate. Figure 45 shows 
the recent volatility in the risk free rate with a 
signifcant increase since April 2022. This raises the 
issue of whether achieving a revenue neutral target 
is desirable or achievable. 

Regardless, we understand that our customers 
require clear information on what elements of our 
future expenditure could be deferred or avoided, 
and the trade-offs that entails. We have identifed 
fve levers: 

1. Re-consideration of customer preferences 
which have added $29 million to revenue. 

2. Increasing our capitalisation of overheads 
beyond current levels. This would have the 
effect of reducing the pace of revenue recovery, 
but further consideration is required in relation 
to aligning with accounting standards. 

3. Deferring regulatory depreciation to future 
periods, noting that this will accentuate the 
pressures on rising electricity prices in the 
future. 

4. Further reductions in capital expenditure by 
taking on more short term risk and deferring 
ICT systems. This would have limited impact 
on reducing revenue. It would also mean that 
we take on more reliability, safety, and security 
risks in the 2024-29 period, together with 
building the conditions for a signifcant capital 
expenditure increase in future periods. 

5. Further reductions in operating expenditure 
beyond the effciency stretch targets in our 
forecasts. This would require a reduction in the 
level and cost of core services we undertake. 
Similar to capital expenditure, this would result 
in higher risks in the 2024-29 period, given we 
have already sought to apply stretch targets 
and most of this expenditure is recurrent and 
required. 
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Figure 44 – Revenue that is fxed based on past costs compared to future costs ($m, real 2024) 

Figure 45 – Risk free rate 
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6.2 Returns on investment 

About 56 per cent of our forecast revenue for the 
2024-29 period relates to funding our past and 
future investments. 

The calculation of fnancing costs is based on the 
value of the RAB and the remaining life of assets. 
The RAB is the sum of the depreciated value of 
past capital expenditure and forecast new capital 
expenditure. We make adjustments to the RAB to 
exclude capital contributions and asset disposals. 
The columns in Figure 46 shows the movement 
in our RAB over the previous, current and forecast 
period for our network and non-network assets. 
The green line shows that the RAB per customer 
will stay relatively constant in the forecast period. 

We note the RAB is signifcantly less than our 
estimate of the replacement cost of assets of about 
$3 to $4 billion, indicating that the current asset 
base is highly depreciated. The movement in our 
RAB per customer largely refects the increase in 
capital expenditure over the period being higher 
than depreciation on past capital expenditure. 
We expect this trend to continue as we invest 
in new assets and replace assets that are highly 
depreciated in the RAB. 

Return on assets 

The AER determines a return on investment 
allowance for each year of the regulatory period. 
The allowance is calculated by multiplying the 
nominal rate of return by the nominal value of the 
RAB. The rate of return represents the expected 
rate of fnancing required to fnance a benchmark 
effcient business facing similar risk. The nominal 
vanilla weighted average cost of capital is the 
proportion of the return on equity and return on 
debt based on a defned gearing ratio. 

Rate of return parameters and values are largely 
pre-determined through the application of the 
AER’s Rate of Return Instrument, but in some cases 
are based on market data either at the time of the 
determination or through updated data in the 
regulatory period. 

A key change to the calculation of the rate of return 
has been the sudden increase in the risk free rate, 
which has a consequential impact on the return of 
equity. The risk free rate has increased signifcantly 
since our consultations with customers in April 
2022 due to higher interest rates and other global 
factors. The risk free rate will be calculated closer 
to the time of our determination over an averaging 
period, and is then likely to be locked in for the 
duration of the 2024-29 period. We will continue 
to advise stakeholders on updates, but note that 
this is an uncontrollable factor infuencing our 
overarching objective of maintaining revenues in 
the 2024-29 period at levels similar to 2019-24. 

A further change that has impacted our calculation 
of the rate of return has been the AER’s draft 
decision on the 2022 Rate of Return instrument. 
Once fnal, this will be a binding instrument that 
will be applied in our regulatory determination 
for the 2024-29 period. The AER’s draft decision 
includes increasing the market risk premium which 
has the effect of increasing the return on equity. 
However, the AER will be using a fve-year risk free 
rate period, which will likely lead to lower estimates 
of the return on equity. 

Return of assets (depreciation) 

We recover a revenue allowance equal to the 
depreciation returns calculated in the AER’s 
revenue models. The depreciation included in the 
revenue allowance is net of assumed indexation. 
Straight line depreciation of existing assets as 
at 30 June 2024 is calculated using the AER’s 
depreciation model, which applies the year-on-year 
tracking method. Straight line depreciation on new 
assets forecast for the 2024–29 period is calculated 
within the AER’s Post Tax Revenue Model using 
the same method. In both cases, we have retained 
the asset classes and standard lives adopted by the 
AER for the 2019–24 period. 

Figure 47 identifes the returns on and of assets. 
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Figure 46 – Movement in RAB over time ($m, real 2024) 

Figure 47 – Returns on investment in the 2024-29 period ($m, real 2024) 
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6.3 Other revenue items 

About 37 per cent of the forecast revenue relates 
to operating expenditure forecasts. These forecasts 
were set out in Chapter Five of this Draft Plan and 
account for $387 million of forecast revenue in the 
2024-29 period. As operating expenditure is an 
annual cost that is unrelated to an asset, the cost is 
passed through directly as a revenue item. 

Like other businesses, we must pay income tax to 
the government. The allowance for tax costs in our 
building block proposal refects our expected tax 
liabilities over the next regulatory period. We have 
forecast this allowance using the AER's revenue 
model as seen in Table 4. 

Table 4 – Corporate income tax ($m, real 2024) 

FY25 FY26 FY27 FY28 FY28 Total 

Estimated cost of corporate income tax 2.9 1.9 1.1 1.1 2.0 9.0 

As well as shared asset revenue, our building 
blocks revenue is also adjusted for any incentive 
allowances. These can be positive or negative and 
are intended to give effect to schemes applied by 
the AER to ensure equal sharing of benefts from 
effciency improvements over the period. 

For the 2024–29 period, our proposed revenue 
includes two incentive allowances: 

• CESS carryover amounts – these result from 
applying the AER’s capital expenditure sharing 
scheme to our actual capex incurred over the 
2019–24 period 

• DMIA – this is an ex ante allowance for demand 
management innovation. 

We have also included an adjustment to 
implement the customers' preferences for 'saving 
for a rainy day' fund of $9.1 million. 

Adjustments to revenues for these additional 
allowances appear in Table 5. 

Table 5 – Other revenue adjustments ($m, real 2024) 

FY25 FY26 FY27 FY28 FY28 Total 

CESS carryover amounts  (0.5)  (0.5)  (0.5)  (0.5)  (0.5) (2.4) 

DMIA  0.38  0.38  0.38  0.38  0.39 1.9 

Saving for a Rainy Day Fund  1.76   1.77  1.80  1.85  1.91  9.1 

Total adjustments 1.6 1.7 1.7 1.7 1.8 8.6 

The AER may adjust revenues for benefts we and 
our customers receive from shared assets over the 
current regulatory period. The small number of 
assets we currently use to provide both regulated 
services and unregulated services do not generate 

suffcient revenue at this stage for the AER to make 
any adjustment. We will revisit this issue prior to 
submitting our regulatory proposal in January 
2023. 
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6.4 Typical customer impacts 

In our conversations with customers, we have been 
discussing the complexity of translating the impact 
of a change in network revenue in 2024-29 to a 
customer’s electricity bill. 

Similar to other states and territories in Australia, a 
customer’s electricity bill is issued by their retailer. 
The bill refects the customer’s share of the total 
cost of supplying energy including generation 
of electricity, the use of our transmission and 
distribution network, the retailer margin, and the 
costs of managing the power system and market 
operating costs as seen in Figure 48. 

In the NT, the NTG provides a subsidy for smaller 
customers through the Pricing Order that reduces 
their electricity bill. This means that the tariffs 
in a customer’s bill do not relate to the relative 
costs of each sector, making it complex to specify 
the relative contribution of our costs. In our 
conversations with customers we have noted that 
in Australia, network costs account for 40 to 45 per 
cent of the electricity bill. 

An increase in our network revenue in the 2024-29 
period would increase the total cost of electricity 
in the NT. The extent to which this is passed on 
to customers depends on how the NTG Pricing 
Order will change in the 2024-29 period. However, 
for discussions on affordability with customers 
we have assumed that an increase in our network 
revenue would be fully refected in a customer’s bill. 

For larger customers, it is more probable that an 
increase in our network revenue would be passed 
through by the retailer, although this will depend 
on the specifc tariffs of the retailer. 

For the purposes of this Draft Plan, we have 
assumed that the annual change in smoothed 
revenue will have a direct impact on each of our 
“typical customers” in each tariff class. As noted 
in Chapter Nine, we are also seeking feedback 
on making changes to our tariff structures. This 
may mean that there are likely to be differences 
between our customers on how the increase in 
network revenue is shared among customers. 
We have yet to fully undertake this analysis and 
will provide stakeholders with information in our 
engagement sessions and our regulatory proposal. 
The analysis also does not take into account the 
changes in customers, energy and demand that 
also have an impact on electricity bills. 

Figure 49 identifes the indicative bill impact from 
the 5-year plans presented in this Draft Plan for our 
typical smaller and medium sized residential and 
non-residential customers. Figure 50 identifes the 
indicative bill impact for our industrial and large 
industrial major customers. 

Figure 48 – Typical electricity bill breakdown 
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Figure 49 – Indicative impact of 2024-29 network revenue on smaller customer’s annual electricity bill  
($, nominal) 

Figure 50 – Indicative impact of 2024-29 network revenue on larger non-residential customer’s 
annual electricity bill ($, nominal) 
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Draft Plan Questions for our stakeholders to prepare our 2024 -29 regulatory proposal 

Customer examining materials at our People’s Panel 

Key Questions for stakeholders in Chapter Six 

Do you consider the customer preferences should be re-visited in 
light of the higher than anticipated forecast revenue? 

Do customers consider that short term affordability should be 
prioritised over long-term sustainability? 
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7. Metering services 
For the 2024-29 regulatory period, we are proposing to continue installing smart meters 
for all new and replacement installations, including the ongoing replacement of our 
mechanical meters that have exceeded their operational life. Our proposed metering 
expenditure seeks to develop a smart meter feet that facilitates our customers’ choices 
to install renewable energy installations on the network, while addressing condition, 
accuracy and reliability issues associated with our current mechanical meters. 

Our metering service is an alternative control 
service where we identify an individual charge for 
the service separate to the standard service. 

Our electricity meter population is about 87,500. Of 
these, about 24,250 are smart meters. Our current 
non-smart meter population are mostly very old, 
mechanical meters which have accuracy issues and 
are close to or beyond their economic life as illustrated 
in Figure 51. To address this, we are proposing to 
continue our progressive rollout of smart meters 
which is underway in the current regulatory period. 

The move to smart meters is consistent with 
national trends and customer preferences. Our 
investment in smart metering has generally 
been supported by our customers, as it removes 
the need for manual reads. Smart meters also 
enable us to facilitate growing solar and battery 
connections on our distribution network as well as 

prepare for customer uptake of electric vehicles. 
As noted in the next chapter, smart meters are a 
prerequisite for implementing more effcient tariffs 
that incentivise customers to use appliances in off-
peak periods. 

Other benefts from smart meters include better 
network fault identifcation, more accurate 
meter reads, and the ability to better comply with 
stringent metering requirements under the national 
electricity rules. 

Our progressive rollout is planned as follows: 

• Of our 63,250 non-smart meters, 21,000 will be 
replaced or upgraded to smart meters in the 
remainder of the current regulatory period. 

• Half of the remaining 42,250 are proposed to 
be replaced with smart meters over the 
2024-29 period. 

Figure 51 – Proportion of meters by age 
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7.1 Metering capital expenditure 

Our metering capital expenditure forecast of 
$36.0 million (2023-24 real dollars) for the 2024-29 
regulatory period is consistent with our aim of a 
progressive rollout of smart meters. This represents 
a decrease of nine per cent over the forecast 
expenditure of $39.8 million in the 2019-24 period, 
and an increase of 19 per cent over the regulatory 
allowance of $30.3 million. This is shown in Figure 52. 

Our capex forecast for 2024-29 is founded on a 
proposed acceleration of the meter and modem 
replacement program over the last two years of the 
current regulatory period. Our planned meter and 
modem replacement programs for 2019-24 have 
been delayed because our metering IT systems 
were unable to manage the increase in data from 
the planned works. With these constraints now 
addressed, we expect to ramp up this program 
from 2022-23. 

We considered both a slower and a faster smart 
meter rollout as part of our preparation for our 
initial regulatory proposal. We are proposing a 
middle option of a progressive rollout to balance 
costs for consumers, resourcing needs and 
compliance issues. We believe the capital program 
provides the most appropriate and sustainable 
transition to a safe, accurate, and reliable meter 
population going forward. 

Other points of note regarding our metering capex 
program are: 

• The overall meter population is less than stated 
at the last regulatory determination. Several 
thousand customers have three meters, which 
are used as a single meter for billing purposes. 
We have now changed this to be a single meter 
in our metering register and have undertaken 
a signifcant data cleansing exercise in our 
billing system, resulting in a more accurate 
(and lower) count of meters. The combination 
of these issues has caused signifcant under-
recovery of metering costs in the current 
regulatory period. 

• An additional driver of capital expenditure is 
an allocation of approximately $6 million to 
replace asbestos meter panels on customer 
premises where it is unsafe to replace 
the meter on the existing panel. This is a 
continuation of a program that was approved 
in the last determination. 

• There is a dip in capital expenditure in the frst 
two years of the regulatory period. The rationale 
for this is that we have a signifcant population 
of unregulated meters (around 15,000) that we 
are responsible for. These meters form part of 
various isolated systems in the NT that are not 
connected to the regulated networks. Similar 
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Figure 52 – Metering capital expenditure ($m, real 2024) 



 
 

 
 

 
 
 

 

 

 

 

 

 
 

 
 
 

 
 

 
 
 

to the wider, regulated meter population, many 
of these meters are at the end of their useful 
life and require upgrading. Funding for these 
upgrades is separate to the AER process and 
approval is currently being sought. Pending 
this approval, it is expected that this work will 
be undertaken in 2024-25 and 2025-26. This will 
mean resources will be redirected to this work, 
necessitating a reduction in the replacement 
program for regulated meters for this two year 
period. 

7.2 Metering operating expenditure 

Our metering operating expenditure relates 
primarily to costs associated with reading meters 
and maintaining meter data. Opex is derived via 
the Base Step Trend method and is forecast to 
be $31 million over the next regulatory period, an 
overall decrease of 14 per cent relative to actual 
forecast expenditure and 1.3 per cent relative to 
the regulatory allowance for the current regulatory 
period, primarily driven by: 

• The application of overheads to direct 
expenditure costs. 

• Escalation factors applied to the base year 
operating expenditure. 

• Increases in our meter testing and inspection 
rates to comply with the requirements of 
Chapter 7A of the NT NER. 

7.3 Revenue impacts from metering 
expenditure 

The expenditure proposals outlined above result 
in a revenue requirement of around $11.0 million 
in the frst year of the regulatory period, rising to 
$13.8 million by year fve. The correction of current 
under-recoveries, along with the increased capital 
program, result in an increase in annual metering 
charges to customers of 43 per cent as a one-off 
in 2024-25, followed by smoothed price increases 
of 1.34 per cent in subsequent years. For a small 
customer with a single phase meter this is an 
increase from $67 to $101 in year 1. The revenue 
outcomes can be seen in Figure 53. 

The major driver of revenue increases is the increase 
in capital expenditure relative to the capital 
expenditure allowed in the current regulatory 
period. In particular, our meters were almost fully 
depreciated by the start of the 2019-24 regulatory 
period, so as our meter replacement program 
progresses, the metering regulatory asset base will 
grow, in turn increasing the return on and of capital. 

We also propose a change in the way our metering 
services are currently categorised to more correctly 
apportion costs between customers, particularly for 
low voltage CTs and HV customers. 

Figure 53 – Metering revenue ($m, real 2024) 
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Draft Plan Questions for our stakeholders to prepare our 2024 -29 regulatory proposal 

Power and Water staff discussing options at our People Panel 

Key Questions for stakeholders in Chapter Seven 

Do customers consider we have the right pace of smart meter 
rollouts? 
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8. Tariffs for a new age 
We set network tariffs each year to collect the revenue allowance set by the AER. In 
the current period, we started a journey to improve the fairness of our tariffs to better 
refect each customer’s share of network costs. For the 2024-29 period, we want to 
consult with customers on the need for further tariff changes. Our proposed changes 
seek to reduce future costs through tariff structures that encourage customers to 
shift consumption and solar exports to periods when the network has spare capacity. 

In Chapter Six, we described the process for how the 
AER places a ceiling on the revenue we can collect 
for our network services based on expenditure plans 
and previous investments. To collect the revenue, 
we set network tariffs based on a customer’s 
connection, energy and demand for our network 
services. Importantly, the network tariff is charged to 
the retailer rather than the customer. 

Our network tariffs seek to collect revenue from 
customers in an equitable way, where customers 
are allocated their fair share for the costs of 
network services. The related objective is tariffs that 
encourage customers to best utilise the capacity 
of the network for example by shifting demand 
to off-peak periods. This improves affordability for 
all customers by improving utilisation, a strategic 
focus that we outlined in Chapter Three. 

The NT NER requires us to develop network tariffs 
that align with Pricing Principles that relate to 
economic effciency. Under the Pricing Principles, 
we must set tariffs to recover the expected future 
costs of building new networks. This involves setting 
a charge that refects the long run marginal cost 
(LRMC) of our network services. Any residual costs 
should be recovered by tariffs that collect revenue 
from customers in the least distortionary way. 

Figure 54 describes the key steps in setting 
network tariffs. 

• Step One is developing tariff classes based 
on grouping customers into tariff classes and 
segments. This recognises that it would be 
administratively diffcult to establish a price for 
each individual customer. The process instead 
seeks to group customers based on similar 
characteristics, usage of the network, and 
meters. For example, we group our customers 
based on whether they are residential, 

non-residential or a major energy user. We also 
develop our groupings based on consumption, 
and whether the customer connects to our high 
or low voltage network. Finally, we have separate 
tariff groupings for smart meter customers. 

• Step Two is to collect revenue from these 
customer groupings in a way that refects the fair 
share of their use of the network. This is based 
on factors such as where customers connect to 
our network, and how much energy and peak 
demand is dedicated to the customer group. 

• Step Three is to identify the mix of tariff types 
that should be used to set tariffs. The process 
is based on developing a mix of effcient price 
signals that result in customers paying a fair 
share based on how they use the network. This 
includes fxed charges, energy consumption, 
and peak demand charges that may vary 
based on the time of day or season. 

• Step Four is to develop rates for each of these 
tariff components that result in collecting 
our annual revenue, based on the optimal 
allocation of revenue among each of the tariff 
components. 

Limitations of network tariffs in the NT 

In our discussions with customers, we have noted 
that our network tariffs are not passed through 
to the customer by the retailer, and this limits the 
ability of our network tariffs to provide a direct price 
signal to customers. For small customers, the retailer 
must use the tariffs in the NTG Pricing Order. 
These tariffs do not have a specifc network 
component, nor are the charging parameters the 
same. For larger customers, the retailer has the 
option of directly passing through our network tariff. 
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Figure 54 – Process for setting network tariffs 
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8.1 Network tariffs in the current 
period 

In the 2019-24 period, we made signifcant changes 
to our network tariffs. The key driver of change 
was the application of the national framework 
for regulation. A further driver of change was 
stakeholder feedback particularly from the AER on 
driving more effcient tariffs. 

In response, we made four key changes in the 2019-
24 period. Firstly, we simplifed our tariff structures  
to limit the parameters. Secondly, we shifted to  
peak demand pricing structures rather than rely  
predominantly on energy consumption charges.   
Thirdly, we had sought to re-balance revenue  
between different tariff classes to better align costs  
of services with revenue collection. Lastly, we sought  
to implement a power factor correction trial to  
reduce energy losses.  

At the time, our meter feet was largely 
accumulation meters. Customers that had this type 
of meter could not effectively transition to more 
effcient tariffs. For this reason, we had proposed a 
progressive rollout of smart meters to ensure that 
more customers had more effcient tariffs. 

Our proposed changes to network tariffs was largely 
accepted by the AER in the 2019-24 determination. 
Our customers are currently grouped into seven 
tariff classes with assignment based on whether 
the customer is residential or non-residential, the 
annual energy consumption, the type of meter, 
and whether they are connected to the high or low 
voltage network. 

There are only three types of charges. The System 
Access Charge (SAC) is based on the days a 
customer is connected to the network. The Anytime 
Charge is based on total energy consumption. The 
Peak Demand Charge is based on the maximum 
demand of the customer within in a month in the 
peak period. The peak period is 12pm to 9pm on 
weekdays. For smaller customers with smart meters, 
the peak period is between 1 October and 31 March 
each year and for larger customers it is all year 
round. The tariff classes and charges are set out in 
Table 6 below. 

Table 6 – Tariff parameters approved by AER 

Tariff System Access 
Charge (SAC) 

Anytime kWh 
(c/kWh) 

Peak Demand 
($/kVA) 

 Tariff 1 Residential customers consuming <750MWh  
with standard accumulation meters   -

Tariff 2 Non Residential customers consuming 
<750MWh with standard accumulation meters   -

Tariff 3 LV Smart Meter consuming <750MWh  
with smart meters   

Tariff 4 Unmetered Supply (for connections without 
metering such as traffc lights and streetlights)   -

Tariff 5 LV>750MWh Customers connected to the LV  
network consuming >750MWh   

 Tariff 6 HV<750MWh Customers connected to the HV 
network consuming <750 MWh   

Tariff 7 HV>750MWh Customers connected to the HV  
network consuming >750MWh   
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While the AER accepted our network tariff 
proposal, it requested improvements in our 
approach. Specifcally it noted the need to: 

• Establish a more robust approach to energy 
forecasting, consistent with system demand 
forecasting approach and needs to consider a 
number of variables that may impact prices in 
a 12-month period. 

• Investigate and refne our methods for 
estimating long run marginal cost. 

• Further investigate the timing of periods of our 
peak period window. 

• Provide further justifcation of the need for 
individually calculated tariffs and the need for a 
power factor correction tariff. 

8.2 Case for more effcient tariffs 

In our 2024-29 regulatory proposal, we will publish 
a Tariff Structure Statement (TSS) that describes 
any changes we are seeking to make to our current 
arrangements. The AER will make a determination 
on whether to approve or seek changes to our TSS. 

As noted in Chapter Three, our network is facing 
rapid global and local changes that will infuence 
our future costs. A key strategic focus for us 
moving forward is to improve the utilisation of 
the network by delivering more energy and solar 
export capacity, while minimising new network 
investment. We see that network tariffs will play 
a key role in activating this strategy by providing 
customers with price incentives to use our network 
in off-peak periods. 

In our consultations with customers, we noted how 
our future costs could be minimised through tariff 
reform that better manages when customers use 
our network. 

Managing peak demand in the evening 

Peak demand growth across our network has 
been relatively fat over the last decade. Due to the 
extreme heat, demand for electricity is highest in 
the middle of the day in the October to April period. 

Over the last fve years, we have seen less demand 
for electricity from our network in these peak 
periods. This has largely been a result of customers 
using their own solar panels to energise their 
homes and businesses. Demand for electricity 
from our network has shifted to the early evening 
period when the sun is no longer shining. Figure 55 
shows the underlying energy demand compared 

to demand delivered by the network on the 
maximum day in the Darwin-Katherine electricity 
system in 2020-21. Increasing solar will not help 
curb peak demand over the next 20 years now that 
peak demand has shifted to the evening. 

We are also seeing a signifcant uplift in customer 
numbers in the 2024-29 period including major 
residential and industrial developments. This will 
accelerate demand for our network services, adding 
to demand at peak times. Post 2030, we expect 
an acceleration in electric vehicles in the Northern 
Territory. Electric vehicles will lead to signifcant 
increases in energy required from our network in all 
areas and will drive an increase in peak demand if 
customers charge in the evening peak period. 

While the network has some capacity to meet 
growth in peak demand, we anticipate that 
signifcant and systematic growth will necessitate 
a major need for new infrastructure at high cost. 
In this context, tariffs play a key role in providing 
signals for customers to use energy outside of 
peak times. While our current tariffs include a peak 
charge, there is an opportunity to provide more 
targeted signals on the cost of network electricity 
in peak periods relative to times of spare capacity. 

Managing solar in the day 

Our future network strategy is directed at a 
hosting solution that helps us more clearly identify 
opportunities to unlock solar securely without 
causing network voltage or system inertia issues. 
However, with a doubling of rooftop solar forecast 
by 2030, we expect that some exports will need to 
be ramped down or curtailed. Figure 56 shows the 
minimum demand day on the Darwin-Katherine 
electricity system. There is a signifcant decline in 
demand for our network electricity between 2017 
and 2021 in the middle of the day. 

Network tariffs could incentivise customers to 
use more of their own solar, rather than exporting 
into the grid during these periods of high export 
demand. Additional demand in the middle of the 
day would also help increase load on minimum 
demand days. Both measures would help us lift 
constraints on solar exports. 

Currently, our demand charge in summer is set 
from midday onwards, which does not provide the 
right signal to use more power between midday and 
2pm, when solar production is highest. We also do 
not have any signal for customers to export more in 
the afternoon when the demand on the network is 
higher. 

107107 



Figure 55 – Maximum demand day profle (MW) 

Figure 56 – Change in the profle on the minimum day in the Darwin-Katherine system in   
FY2021 (MW) 
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8.3 Strategy and principles for tariff 
reform 

Our strategy has focused on changes in tariff 
reform that responds to the network impact of 
rising peak demand in the afternoon/evening 
periods in summer and solar in the middle of 
the day. We have been discussing our strategic 
thinking and options for pace of reform with 
stakeholders, and this has infuenced our position 
in this Draft Plan. 

Principles underlying tariff reform 

There are four key principles behind our thinking 
on effcient tariff reform. Firstly, we see a need to 
keep our structures simple. This is because we 
understand that pricing signals need to be clear 
and understandable. Secondly, we have considered 
whether changes could lead to unmanageable 
bill impacts, particularly to our larger customers 
who are likely to have the network tariff applied 
directly to them. Thirdly, we have considered 
equity issues particularly between customers with 
different meter technology, noting that there 
should not be a wide gap between customers with 
similar usage patterns. Fourthly, we considered 
practical constraints such as billing systems and 
time to communicate new tariffs to customers and 
retailers. 

Our starting point was to consider changes to 
our existing network tariffs where there was 
a clear need to change. This recognises that 
wholesale change is diffcult to communicate 
to our stakeholders, and may not be compatible 
with existing billing systems. As a result, we 
have continued to apply a fxed daily rate charge 
rather than something more complex such as a 
daily rate based on maximum demands. Where 
change is required to meet the challenges of the 
future, we have thought about the optimal pace 
of tariff reform based on the proportionality and 
immediacy of the issue. 

Strategic direction 

At a high level, we see that the tariff reform 
applied in the 2019-24 period provides a solid 
foundation for further tariff reform. We note that 
tariff reform is enabled by smart meters, and that 
the continued rollout of smart meters is integral to 
implementation in the future. 

We consider that the current tariff classes and 
segments are simple and effective at grouping 

customers with similar characteristics and use of 
network services. Our strategy identifes minor 
changes to separate segments of our existing tariff 
classes could help strengthen the price signal and 
also assist with retail competition in the future. 

Under changes in the NT NER, we require a new 
type of tariff for customers that export solar 
through our network. This is consistent with our 
need to manage solar in the middle of the day and 
to meet growing peak demand through stored 
solar. 

A key strategic change is the refnement of time 
of day pricing. This includes tightening the peak 
period to align with the time and seasons when 
our network experiences the highest demand. This 
includes tightening the peak period to align with 
the time and season when our network experience 
the highest demand. We also see the need to 
provide the right incentives for customers to use 
more energy in the middle of the day to manage 

Our proposed strategic direction is to place greater 
emphasis on demand rather than energy charges, 
particularly for larger customers. This includes 
adjusting the rates to more refect the long run 
marginal cost. 

Feedback from stakeholders 

We are mindful that our consultation on tariff 
reform has been relatively limited to discussions 
with retailers and with the People's Panel in 
Darwin. We recognise that this is an issue that 
requires more consultation with customers, 
retailers and broader stakeholders. 

Our consultation on tariff reform has been 
predominantly with Retailers operating in the 
Northern Territory. It is retailers who see our 
network charges and bundle these charges with 
other costs to separately bill customers. We have 
also engaged broadly with residential customers 
on pricing arrangements in the Territory. 

Our People's Panel in Darwin noted the limitations 
of reform given that the tariffs of small customers 
are set in the NTG Pricing Order and do not 
align with network tariff structures. However, 
the Panel wanted Power and Water to develop 
network prices that made it easier for retailers (and 
government) to pass better price signals. Most 
Panel members preferred options for customers 
to be able to choose from, but also recognised 
that there was a need for effcient price signals to 
impact all customers. 
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In our options we also discussed the pace of 
reform. Our customers were mindful that changes 
in tariffs can have an affordability impact on 
vulnerable customers who cannot change their 
energy usage patterns, or were not provided with 
communications. They asked us to think about 
introducing reform at a slower, incremental rate. 

8.4 Proposed changes to Tariffs 

In the following sections, we discuss the key changes 
we are proposing to make in the 2024-29 period. 

Step One – Proposed changes to how we group 
customers 

We currently have seven tariff classes, with no 
further segmentation. We are not proposing 
any changes to our tariff classes, but we are 
considering introducing further segmentation to 
provide a more targeted price signal based on the 
characteristics of the customer class. 

We are planning to separate the existing tariff class 
for small customers with smart meters (Tariff Class 
3) into two segments. Under this plan, customers 
consuming less than 100MWh will be assigned 
to Tariff 3a and customers consuming between 
100MWh and 750MWh will be assigned to Tariff 3b. 
This follows retailer feedback on how to encourage 
and expand retail competition in the future. 

In respect of other potential changes, we are 
examining whether the benefts of an additional 
tariff segment for our largest customers who 
may have different characteristics when setting 
the peak charge. It is also likely that we will also 
introduce a new class for generation customers 
including battery operators. 

Step Two – Proposed changes on allocation of 
revenue between customer groups 

We are currently analysing whether any changes 
are required in how we allocate revenue among 
customers. This issue is also dependent on any 
changes to our calculation of long run marginal 
cost and its application in changes to tariffs. 

Step Three – Types of tariffs and charges 

Under our AER approved TSS, customers in each 
tariff segment are subject to a range of different 
components to which a charge is applied. This 
includes a fxed charge for daily system access, 
an energy charge, and a demand charge for 
customers with smart meters. We are proposing 
to make the following changes subject to further 
consultation with customers. 

a. Time of day – energy consumption charge 

Currently, we have a single 'anytime' charging 
parameter for the energy consumption component 
of tariffs, even if the customer has a smart meter. 

We are proposing to apply an energy charge based 
on the period and time of day when energy is 
consumed. This would only apply to customers 
with smart meters as accumulation meters do 
not provide this level of data. We consider that the 
change is required to signal to customers when 
the network is experiencing peak demand in the 
evening, and when there is ample capacity to 
meet demand in the middle of the day. The high 
price period for energy replaces the maximum 
demand charge for most customers. Figure 57 
conceptualises the key change we are proposing to 
implement. 

The periods and rates are described in the next 
section on charging periods and rates. 

b. A new export charge 

Under the new NT NER Rules, we have an obligation 
to consider whether rooftop solar customers should 
pay a charge for using our network to export 
energy if this leads to higher costs for all customers. 
As noted in the previous section, our future 
network strategy is aimed at unlocking household 
solar through a hosting solution where we can 
demonstrate a beneft to all customers through 
lower electricity costs. This recognises that solar is 
lower cost than other sources of energy in the NT, 
and that unlocking more solar can lead to improved 
affordability for all customers. 

There will still be periods in a day when our 
network cannot securely meet the export demand 
of customers without jeopardising the security and 
quality of network services, or high costs of new 
infrastructure. 

To ensure fairness for all customers, we are 
consulting on potential export charges that 
provide price signals to effciently manage solar 
on our network. This includes a tariff charge in 
periods where our network has diffculty managing 
exports, and a rebate when the network requires 
an injection of energy during peak demand times. 
We consider this provides household customers 
with the right incentives to export solar when there 
is capacity on the network, and to use batteries 
and other technologies to capture excess solar 
and discharge in the evening peak periods. This is 
conceptualised in Figure 58. 
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Figure 57 – Time of use pricing relativity for consumption of energy 

Figure 58 – Time of use pricing for export of energy 

Given the magnitude of the change, we propose to 
introduce new export tariffs from FY2026 onwards. 
The time periods where charges and exports would 
occur are discussed in the next section on charging 
periods and rates. 

Demand charge parameters 

We currently apply a demand charge to all 
customers with a smart meter. For the new 
segment of smart meter customers consuming 
less than 100MWh, we are proposing not applying 
a demand charge and only applying energy 
consumption charges. 

For customers consuming more than 750MWh, 
we are considering the introduction of a charge 
refecting the average of KVA demand in the peak 
period applied as a daily rate. Residual costs will 

be recovered by a fxed charge and an off peak 
monthly demand. 

Step Four – Charging periods and rates 

Currently, we have a peak period of 12pm to 9pm 
on weekdays. For larger customers this is all 
through the year, and for smaller customers it is 
between October and April. 

For smaller customers with smart meters 
consuming less than 750MWh, we are proposing to 
narrow the hours of the peak period. This refects 
the analysis presented in the last section that 
shows that our peak demand is shifting to the 
evening when the network cannot rely on solar 
to help meet underlying demand. This provides a 
sharper signal on the drivers of future costs for the 
network. We have decided not to overly narrow 
the time period due to the variability of when the 
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peak demand occurs at different locations of our 
network. As part of this change we also plan to 
include a greater distinction between off-peak 
periods. The new periods are: 

• Peak congestion (busy) period: From October 
to March, weekdays between 3pm and 9pm. 
The long run marginal cost will be allocated to 
these periods. 

• Super off-peak (easy) period: Every day of the 
year between 9am and 3pm. It is proposed that 
little or no charges will accrue to customers in 
this period to encourage consumption to soak 
up excess rooftop PV. 

• Off-peak (light) period: All other periods. 
Residual costs will be allocated to this period 
(in addition to the standard access daily fxed 
charge). 

Further analysis of some LV and HV customers 
is required to determine if all customers will 
transition to the same peak window, or whether 
a different segment will be created for some 
customers refecting their ability to create a new 
asset peak due to their size. 

We propose to move away from a using a single 
period maximum (kVA) window to apply LRMC 
charges. Instead, customers using less than 750 
MWh will be charged kWh rates in the peak period. 
For customers consuming less than 100MWh, 
residual costs will be recovered via the system 
availability (daily fxed) charge and kWh rates in the 
off-peak period. For customers consuming more 
than 100 MWh and less that 170 MWh there will be 
the option for a maximum demand (KVA) charge 
in off-peak periods. However, this is likely to occur 
during the period. 

Table 7 shows the types of charges we intend to 
apply in the 2024-29 period. 

Table 7 – Tariff changes proposed 

Network 
Tariff 

Tariff  
Class 

Fixed Energy  
Consumption Charge 

Energy 
Demand 
Charge 

Energy 
demand at 

peak charge 

Export 
charge 

Export  
Tariff 

Fixed   
($/day) 

Anytime  
(c/kWh) 

High 
Period 

(c/kWh) 

Mid 
Period 

(c/kWh) 

Anytime  
(c/kWh) 

Highest 
recorded
demand 
in month
($/kVA) 

 

  

Average of 
all recorded 
demand in 
high period 
in a month 

($/kVA) 

Export 
price 

period 
(above 

threshold) 

Export 
rebate 
period  

(c/KWh) 

 

 

 

 

 

 

 

Tariff 1 Residential Yes Yes - - - - - - -

Tariff 2 
Non-

Residential 
Yes Yes - - - - - - -

Tariff 3a 
Res + Com 

with a smart 
meter 

Yes - Yes Yes Yes - - - Yes 

Tariff 3b 
Res + Com 

with a smart 
meter 

Yes - Yes Yes Yes Yes - - Yes 

Tariff 4 
Unmetered 

Supply 
Yes Yes - - - - - - -

Tariff 5 
LV 

>750MWh 
Yes - - - - Yes Yes Yes Yes 

Tariff 6 
HV 

<750MWh 
Yes - - - - Yes Yes Yes Yes 

Tariff 7a 
HV 

>750MWh 
Yes - - - - Yes Yes Yes Yes 

Tariff 7b 
HV 

>750MWh 
Yes - - - - Yes - Yes -
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Future Network Forum in Darwin 

Key Questions for stakeholders in Chapter Eight 

To what extent should tariffs refect the costs different customers 
impose on the network? 

Are there specifc aspects of our proposed tariff structure that you 
support, oppose or want more information about? 
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Level 2, Mitchell Centre 
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Phone 1800 245 092 
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