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Good Morning  

Ausgrid is the largest electricity distributor in the NEM  

We supply 1.7 million households and businesses across 22,275 kilometres 

covering Sydney, the Central Coast and the Hunter Valley. That is 3.5 million 

people 

Central Sydney, the heart of Australia’s number one global city and the 

international gateway for the country, sits in our network area  

Our role in powering Australia’s economic engine is significant 

 20% of Australia’s GDP 

 16% of Australia’s jobs 

 105 hospitals 

 5 universities 

 1238 schools, and 

 15% of Australia’s population – relying on us every day for everything 

they do 

At Ausgrid, we understand how vital our role is for Australia and have a very 

clearly define purpose of ‘connecting communities, empowering lives’. 

18 months ago, Ausgrid’s ownership changed. We went from being a 

government owned agency to a private run business. Australian Super and 

IMF bought 50.4% of the business or maybe I should say 7 million Australians 

through their super funds bought a majority stake in Ausgrid. 49.6% remains 

in government ownership via a holding company 

Since that time we have been on a major program of transformation to: 

 deliver greater operational and capital efficiency 

 ensure better health and safety outcomes for our people, and 

 give our customers more affordable, reliable and sustainable network 

services 

We have made a lot of progress but recognise there is more to do 
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Today, I would like to talk to you about: 

 the energy challenge facing Australia 

 why the grid is important to solving this challenge 

 what I feel we as a sector must do 

 what our customers want, and 

 finally, how we are going to deliver this 

 

The energy challenge facing Australia 

Australia is in the grips of a major energy challenge. In fact, it has been facing 

this challenge for several years 

It has been exacerbated by the lack of a stable policy framework 

Australia faces the trilemma of delivering  affordability, reliability and sustainability 

Customers are suffering from high energy prices 

In some parts of the country there have been reliability issues and there is 

concern in some quarters about our energy supply in the future as some of our 

coal-fired power stations near the end of their life 

We have international obligations to meet lower carbon emissions and more 

importantly our customers are telling us they want this to happen irrespective of 

our obligations or our government policy 

In the face of all of this, customers -- that is ordinary Australian households and 

businesses -- are taking matters into their own hands 

There is more rooftop solar PV. A move towards greater installation of batteries. 

Electric vehicles are getting better and better – we are adding them to our fleet. 

Greater interest in demand management. 

120,000 Ausgrid customers have solar power systems and 1500 of them are 

connected to batteries 

It is a future of renewables and distributed energy resources (DER) --  but now for 

the warning. We need to be careful about the impact on reliability and the future 

of the grid. 

AEMO chief Audrey Zibelman said last month that the cost of distributed energy 

resources are coming down but they need to stay part of the overall network 

otherwise they could disrupt the system and make it difficult to manage reliability 

 

 



3 
 

The importance of the grid 

The utilisation of the grid is critical to delivering an affordable, reliable and 

sustainable electricity supply. On this point I want to make three comments: 

 Shared assets are cheaper than dedicated, stand alone assets. We don’t 

build roads for ourselves, we don’t build bridges for individuals, we need 

diversity of consumption and load 

 Utility scale renewable electricity generation is 3-4 times cheaper than 

distributed renewable generation 

 Distributed energy resources when connected to the grid can deliver for 

more than one person, they can help their community better manage 

electricity demand and investment costs. To put it another way they can 

create more value than just for themselves 

We must continue to invest in the grid and more importantly we must value the 

grid and what it can become in the future 

But customers often don’t value or understand the grid. They often see self-

interested businesses and rising prices 

 

Ausgrid’s Challenge 

To get customers to value the grid, we must change. I see it as my responsibility 

for Ausgrid to restore our customers’ faith in our electricity network 

Much of that has to do with delivering an affordable, reliable and sustainable 

network, which contributes to our customers’ lives and delivers for them 

As I said earlier, Ausgrid has been on a transformation journey. To be honest it 

will never stop, we will always be able to do better 

As part of that journey we have had to become more efficient. Over the last few 

years we have taken $100 million out of our operating budget. This equates to a 

$76 saving per customer per year   

At this point I should also say that we make up a third of the costs of the energy 

bill. In 2013, Networks NSW made up 54% of the costs, Ausgrid is now 33% of 

the customer’s bill   

We have introduced better capital expenditure prioritisation and planning, 

delivering outcomes that generate real value 

This is important as we have been criticised for past investments 
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There were a number of reasons why we experienced such a ramp up in capital 

investment from 2006-12 

o Significant roll out of infrastructure in the 40s 50s and 60s, assets last 

for 50 - 60 years, this replacements was expected; 

o continued and significant growth in peak demand, this was universally 

expected to continue; 

o deterioration in asset performance and reliability and safety outcomes; 

o media coverage which, naturally, drove a desire for the government to 

avoid any further public concern; and 

planning standards. 

Together these factors drove a significant increase in investment activity, which 

was quickly reduced when peak demand growth disappeared. 

But - these assets won't be wasted, we are now better placed to address the 

changing world than we would have had this investment not occurred. 

We have also negotiated a new enterprise agreement with our unions, which 

should be certified by the Fair Work Commission in the next few months. It 

delivers fair wage increases over three years of 2.75%, 2.5% and 2.25% and a 

new performance remuneration framework 

Most importantly we have listened to our customers and stakeholder groups 

Last week, we submitted our regulatory proposal for 2019-2024 to the Australian 

Energy Regulator. I will talk about this shortly. But what I want to tell you is what 

we have done in the lead up to submitting our proposal 

 

What our customers want 

For the last 18 months we have been consulting with our customers and 

stakeholder groups: 

 We reformed our Customer Council and created a new Customer 

Consultative Committee (CCC) to provide oversight and advice on 

Ausgrid’s plans, policies, service and engagement with customers. It 

meets about 4 times a year -- sometimes more 

 We created the regulatory Reset Working Group, a subset of the CCC, to 

enable us to consult more effectively on the detailed technical aspects of 

our Proposal 

 We undertook customer research, and 
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 We spent six weeks in a series of deep dives on our proposal with the 

Reset Working Group and the AER Customer Challenge Panel 

 We opened our plans up to criticism, and we got it. But we learnt and 

changed our plans. As a result of that consultation we lower prices and 

revenue further 

It is not perfect and we have a long way to go. But we have also come along way 

Our customers have told us they want an affordable, reliable and sustainable 

electricity network 

In regard to affordability, they are challenged by rising pricings and have 

experienced bill shock 

Our customers value reliability and security. What they want from us is to better 

utilise existing capacity, rather than building new infrastructure. They are also 

concerned about cyber security 

And in regard to sustainability, they have said they support investment in 

renewables. Customers want to be able to produce and consume electricity and 

be able to feed electricity back into the grid. They also want energy companies to 

support the transition to a lower carbon economy 

 

How Ausgrid’s Regulatory Proposal Delivers 

So what has Ausgrid proposed in its regulatory submission 

We have addressed the affordability issue by reducing our network prices by 6% 

and then keeping them unchanged in real terms over the five year period. It 

means that we will be collecting $900 million less in the next regulatory period 

compared to the current one 

We also work closely with customers and stakeholders on a fairer pricing 

structure 

Almost all pricing reform, which looks to make the energy system cheaper for 

everybody has been resisted in the past 

The overall benefits have been overshadowed by the fact that inevitably, changes 

to pricing, changes who pays what; with a diverse customer base, there are 

always unwelcome implications on vulnerable customers or changes that are 

perceived as unfair 
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That is why we want as far as possible to co-develop with our customers the 

pricing changes that will deliver us a cheaper energy system and ensure 

vulnerable customers are managed in a fair way 

Ausgrid is also committed to maintaining a reliable service to customers. We will 

keep investment to a minimum, by only replacing ageing assets where there is no 

better alternative and only augment to support targeted growth areas. We will 

also invest more into cyber security 

We will continue to support growth in our economy with targeted infrastructure 

investment, for example in the Rozelle area to support transport growth and in 

Macquarie Park to support growth in the Information and Communication 

Technology sector 

Additionally, rather than simply planning for more network infrastructure, we are 

looking first at where new technology, innovation (including demand 

management) and partnering with other companies and our customers will deliver 

supply at a lower cost 

Our Proposal includes investments in a new technology platform that will support 

the transformation of our network from a passive one way distribution network to 

a smart grid that will more easily allow us to incorporate distributed energy 

resources and deliver the tools to better operate the network in real-time 

 

Closing 

In closing, I want to say again that Ausgrid is going through a transformation. But 

we are listening and we have heard the message loud and clear. It is affordable, 

reliable and sustainable 

Thank you 


