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The Review
A modern and effective framework for the supply
of electricity is essential for the safety of the
Victorian community. Robust regulation
governing the safety of the electricity network in
Victoria supports a safer and more resilient
electricity network.
A key objective of the electricity network safety
framework is to protect the Victorian community by
reducing the risk of bushfires and electrocution.
Victoria is one of the most bushfire-prone regions of
the world. This is due to its geography, which
promotes seasonal growth of vegetation, followed by
brief periods of intense, dry heat in summer which
‘cures’ this vegetation. In conditions of abundant
fuel, high temperatures, low humidity and high
winds, a small spark can quickly grow to a major
bushfire.
The propensity of electricity networks to start fires is
a function of environmental factors as well as how
well the networks are planned, designed,
constructed, maintained and operated.

The Review
On 19 January 2017 the Minister for Energy,
Environment and Climate Change announced an
independent review of Victoria’s electricity
network safety framework (the review), to be
chaired by Dr Paul Grimes.
The review provides an opportunity to assess how
the current framework is performing and identify
priorities for the future.
The review will examine the safety framework
applicable to the electricity network in Victoria and
assess its effectiveness in achieving desired
electricity network safety outcomes. It will review the
design and adequacy of the safety regulatory
obligations, incentives and other arrangements
governing the safety of Victoria’s electricity network.
The Terms of Reference are provided at
Appendix A.
In particular, the review will consider:


The objectives of the safety framework in
Victoria and an assessment of its
effectiveness in achieving electricity network
safety outcomes.



The design and adequacy of the safety
regulatory obligations (including safety
cases and the Electricity Safety
Management Scheme), incentives and other
arrangements governing energy network
businesses and any opportunities for
improvement.



The extent to which the regulatory
framework governing network safety
ensures effective risk management by
energy network businesses.



The effectiveness of the regulator and
governance arrangements in place to
monitor and enforce compliance with safety
obligations by energy network businesses.

The Approach
The review will be conducted in three phases:
-

Initial scoping and preparation of Issues Paper
(March 2017)

-

Preparation of Interim Report (early second half
of 2017)

-

Preparation of Final Report (fourth quarter of
2017)

A small secretariat has been established within the
Department of Environment, Land, Water and
Planning (DELWP) to support the review.
To promote transparency, the review will rely on
written submissions as its primary source of
information from interested individuals and
organisations. All submissions will be published in
full on the review’s website, unless there is a specific
need for confidentiality. All Submissions marked ‘IN
CONFIDENCE’ in the subject heading will not be
published on the review’s website. Submissions
made by individuals that are marked ‘ANONYMOUS’
in the subject heading will be published on the
website with no personal information displayed.
In addition, community and industry consultation
forums will be convened to inform the preparation of
the interim and final reports. Information about these
meetings will be published on the Review’s website.
The review will also include a series of interviews
with officers of Energy Safe Victoria (ESV) and a
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review of relevant material held by ESV. The review
may also seek interviews or further information from
individuals and organisations that have provided
submissions.
Interested individuals and organisations can connect
to the review at any time through:
https://engage.vic.gov.au/electricity-network-safetyreview.
The review’s terms of reference require it to have
regard to best practice safety and risk management
frameworks and the relationship between the safety
regime and the economic regulatory regime. The
review will, accordingly, undertake consultations with
a range of regulatory agencies and experts, within
Victoria and nationally.

Make a submission
All interested individuals and organisations are
invited to make a submission to the review.
This Issues Paper has been prepared to help inform
submissions by providing some general background
information and by identifying some high level
questions for consideration. It does not seek to
identify all issues of interest. Accordingly, individuals
and organisations should feel free to raise any
matters in their submissions that may be relevant to
the terms of reference.
Broad areas of interest identified in this issues paper
include:


The effectiveness and efficiency of the current
electricity network safety framework and, in
particular, whether there is an optimal mix of
prescriptive and outcomes-based regulation.



The extent to which the current framework
promotes strong leadership of safety cultures
and the engagement of the electricity network
workforce.



The effectiveness of the resources, tools and
approaches utilised by ESV to monitor, assess
and enforce compliance with the safety
framework.



The interactions between the economic
regulatory and safety regulatory regimes.



Leading approaches or practices that could be
adopted from other electricity safety regulators,
or from other sectors, to further improve safety
outcomes in Victoria.



The electricity safety programs delivered by
DELWP and the intersection of the functions
managed by the Department, ESV and other
Victorian Government agencies.



The capacity of the current safety framework to
manage and adapt to the electricity network of
the future.

You can lodge your submission by:


Making a submission in writing and sending it by
email to: delwp.secretariat@delwp.vic.gov.au



Submissions should be provided by Friday
28 April 2017.

Connect with us
Visit the Engage Victoria website at:
https://engage.vic.gov.au/electricity-network-safetyreview.
Any queries should be directed to the Secretariat
Review of Victoria’s Electricity Network Safety
Framework on (03) 9412 4556 or
delwp.secretariat@delwp.vic.gov.au

Publication of submissions
All submissions will be treated as public documents
and will be placed in portable document format
(PDF) on the Engage Victoria website,
https://engage.vic.gov.au/electricity-network-safetyreview for public access, unless marked ‘IN
CONFIDENCE’ in the subject heading or in certain
sections of the submission. In such instances, formal
requests for confidentiality will be honoured,
however, submissions may be made publicly
available under the Freedom of Information Act 1982
(Vic). Any requests for public access to a
submission will be determined in accordance with
the Act.
DELWP is committed to protecting personal
information provided by you in accordance with the
principles of the Victorian privacy laws. For more
information, read DELWP's Information Privacy
Policy at:
http://www2.delwp.vic.gov.au/__data/assets/pdf_file/
0019/5464/DELWP-Privacy-Policy.pdf and refer to
the Privacy Collection Statement at the end of this
document.
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The Electricity Network
Electricity distribution in Victoria occurs under a
regulated market model, with distribution the
responsibility of monopoly businesses. As an
essential service, the electricity industry in
Victoria is wholly privately-owned and operated.
These businesses own and manage the
electrical network infrastructure which delivers
power to homes and businesses across Victoria.
For most of the 20th century Victoria’s electricity
supply was a State-owned, vertically-integrated
monopoly run by the State Electricity Commission of
Victoria. In the 1990s the State Government
divested itself of these assets.
Thereafter electricity supply was to comprise four
separate industries:
Generation refers to power plants which generate
electricity either through combustion of fossil fuels
(coal, gas); or the use of renewable resources (wind,
hydro, solar).

Consistent with the Terms of Reference, this review
concerns itself with only the transmission and
distribution sector.
The transmission sector in Victoria is comprised of
2
6,500 kilometres of high-voltage electricity
transmission owned and maintained by AusNet
Services. Basslink owns the overhead lines and
underground cable that link Victoria and Tasmania.
The transmission system is subject to the
operational control of the Australian Energy Market
Operator, a market and system operator owned by
state and federal governments.
The distribution sector is comprised of powerlines
delivering electricity at voltages of 66 kilovolts (kV)
or less. A total of five businesses operate distribution
infrastructure within Victoria as shown below:

Transmission refers to the movement of this power
on large powerlines across the state, at very high
voltages (500, 330 or 220 kilovolts). The electricity is
taken to a limited number of network locations
(terminal stations), for conversion to lower voltages.
Distribution refers to that portion of the electricity
supply network stemming from terminal stations and
ending with individual customers. At a terminal
station sub-transmission voltage (66kV) is taken to a
number of network locations (‘zone substations’) to
be converted to a lower voltage (22kV), and
distributed on individual feeders. Feeders then
radiate outward, with further transformation to low
1
voltage to service individual customers .
The retailer’s responsibility is to maintain the billing
interface between the industry and individual
customers.

1

Low voltage is defined as any voltage under 1,000 volts. See
ANZ Standard 3000. In Australia low voltage principally
comprises voltage of 415 phase-to-phase, or 240 phase-toground. As the majority of customers are supplied by single
phase power 240 volts is the voltage supplying most
customers. A small number of customers are however
supplied with low voltage 3 phase power; an even smaller
number are supplied with 22kV power.

2

Australian Energy Regulator (2015), State of the Energy Market, at:
https://www.aer.gov.au/publications/state-of-the-energy-marketreports/state-of-the-energy-market-2015
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Figure 1: Transmission and distribution business statistics in Victoria

3

Transmission businesses

AusNet Services
Voltages:

500kV AC and 220kV AC transmission across Victoria

4

66kV AC sub-transmission across Victoria
330kV AC on interconnector to New South Wales
275kV AC on interconnector to South Australia
Powerline length:

6574 km

No. of towers:

13,000 approx

Basslink
Voltages:

500kV AC and 400kV DC link between Loy Yang power
station in south east Victoria and George Town in northern Tasmania

Powerline length:

67 km total in Victoria
3.2km of 500kV AC overhead line
57.4km of 400kV DC overhead line
6.6km of 400kV DC underground cable

No. of towers:

142

Transmissions Operations Victoria
Voltages:

132kV from Mt Mercer wind farm to Elaine Terminal Station.
22 km

Powerline length:

22km

No. of towers:

162

Distribution businesses

AusNet Services
Customers:

685,194 (90% residential)

Service area:

80,000 km²

Powerline length:

41,000 km (85% rural, 13% underground)

No. of poles:

383,000 approx.

CitiPower
Customers:

325,917 (85% residential)

Service area:

157 km²

3

ESV (2016) 2016 Safety Performance Report on Victorian Electricity Networks, September 2016, at: http://www.esv.vic.gov.au/About-ESV/Safetyperformance-reports

4

AC = Alternating current , DC = direct current, kV = kilovolt
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Powerline length:

3190 km (25% CBD, 30% underground)

No. of poles:

58,200 approx.

Jemena
Customers:

318,429 (89% residential)

Service area:

950 km²

Powerline length:

6250 km (86% urban, 29% underground)

No. of poles:

383,000 approx.

Powercor
Customers:

765,241 (85% residential)

Service area:

145,651 km²

Powerline length:

67,000 km (92% rural, 11% underground)

No. of poles:

562,000 approx.

United Energy
Customers:

658,453 (90% residential)

Service area:

1472 km²

Powerline length:

12,900 km (25% rural, 20% underground)

No. of poles:

204,300 approx.

The geographic distribution of these businesses is shown below:
Figure 2: Electricity distribution areas

5

5

http://delwp.vic.gov.au/energy/electricity/electricity-distributors
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The Evolution of the Safety Framework
The electricity network safety framework has
undergone much change from its origins in the
State Electricity Commission of Victoria (SECV)
to establishment of the Electricity Safety Act
1998 post privatisation.

Commission, including through amendments made
to the Electricity Safety Act and its corresponding
regulations.

Electricity network safety involves minimising the
potential risks associated with the supply of
electricity. Protecting the community from injury or
death caused by electrocution or from the dangers
posed from bushfires starting as a result of electrical
infrastructure, is a key objective of the safety
framework.

Contact between overhead electric lines and trees
has the potential to cause fires, electrocutions and
loss of power supply. The risk of these events
occurring can be substantially reduced by
maintaining appropriate clearance spaces between
overhead electric lines and trees.

Until 1998, the regulation of electrical installation
safety was the responsibility of the SECV and its
predecessors. Privatisation of Victoria’s state-owned
electricity assets and the establishment of new
electricity market arrangements necessitated new
regulatory arrangements.
The Chief Electrical Inspector initially operated
within the SECV to regulate electrical safety
throughout Victoria. As part of the reforms related to
electricity privatisation, the Office of the Chief
Electrical Inspector (OCEI) was established as an
independent regulator, firstly in accordance with the
Electricity Industry Act 1993 and then in accordance
6
with the Electricity Safety Act 1998 .
The 2004 review of Victoria’s energy safety
regulators recommended a merger of the OCEI and
the Office of Gas Safety (OGS) to establish a single,
integrated electricity and gas safety regulator to
streamline its work and improve efficiency. This led
to the establishment of Energy Safe Victoria (ESV),
an independent statutory entity, enacted through the
Energy Safe Victoria Act 2005.

Improving Safety
Over time, there has been an increasing recognition
of the importance of strong regulatory oversight of
the safety performance of the relevant electricity
businesses. In turn, it is recognised that these
businesses must be accountable for maintaining
safe operations.
This recognition was reinforced following the Black
Saturday fires in 2009 and the subsequent Royal

Electric Line Clearance

A mandatory code of practice prescribing the
management of vegetation near powerlines to
ensure that contact between overhead electric lines
and trees is avoided as far as practicable, was first
introduced in Victoria in 1983. Prior to this, a
voluntary code existed between the SECV in
conjunction with local government.
The introduction of this code of practice significantly
reduced the incidence of fires due to contact
7
between power lines and vegetation .
The current Electricity Safety (Electric Line
8
Clearance) Regulations 2015 commenced in
Victoria on 28 June 2015. These regulations specify
that a code of practice prescribing the management
of vegetation near powerlines must be in place at all
times. The 2015 regulations largely replicate the
previous 2010 regulations in scope and content.
However, following a public consultation process in
2014-15 and extensive consultation with councils,
arborists and electricity distribution businesses,
some changes were made to provide greater options
for compliance, while maintaining a balance
between safety and amenity considerations in
relation to trees.

Electricity Safety Management
Scheme
The regulatory framework has evolved over time to
ensure there is greater scrutiny of the broader
systems adopted by electricity businesses to
achieve safe operations.
7

http://www.esv.vic.gov.au/Portals/0/legislation%20and%20regulations/reg
ulatory%20development/RIS%20-%20ELC%20Regs%202015.pdf
8

6

Electricity Safety (Installations) Regulations 2009, Regulatory Impact
Statement, at: www.betterregulation.vic.gov.au/

Electricity Safety (Electric Lines Clearance) Regulations 2015 st:
http://www.esv.vic.gov.au/Legislation-Regulations/Legislationadministered-by-ESV
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Since December 2009, the Electricity Safety Act and
the corresponding Electricity Safety (Management)
Regulations 2009 require each major electricity
company to submit an Electricity Safety
Management Scheme to ESV every five years.
Prior to 1 January 2010, safety-related regulation of
electricity operators in Victoria under the Electricity
Safety Act 1998 and its associated regulations had
historically been undertaken on a largely prescriptive
basis. Many of the electricity distribution businesses
had already been providing the safety regulator with
an Electricity Safety Management Scheme on a
voluntary basis, however, amendments made to the
Act by the Electricity Safety (Amendment) Act 2007
had the effect of requiring these operators to
develop a safety management scheme and have it
approved by ESV.
In 2012, Commonwealth, State and Territory
Ministers signed an Intergovernmental Agreement
on the Energy Supply Industry Safety which
endorsed the development of a national Australian
Standard (AS5577) for electricity network safety
management systems for transmission and
distribution businesses to be prescribed in
jurisdictional legislation.

The Victorian Bushfires Royal
Commission
The 7th of February 2009 is remembered as the day
of the Black Saturday bushfires in which 173 people
perished and over 2,000 properties were lost.

While the VBRC identified powerlines as being the
cause of five of the major fires that occurred on 7
February 2009, and responsible for 119 deaths, a
sixth fire (Murrindindi) was not investigated by the
VBRC as it was then under investigation by Victoria
Police on suspicion of arson. Victoria Police
subsequently concluded that arson was not the
cause, and referred the matter to the Coroners Court
for inquiry.
On 27 November 2015, the Coroners Court found
that the Murrindindi fire was also caused by
electricity distribution assets, adding the loss of a
further 40 lives to the total deaths attributable to fires
that were associated with electricity distribution
assets.

Investing in safer infrastructure and
new technology
The VBRC’s Recommendation 27 recommended
that the State amend the Regulations under the
Electricity Safety Act 1998 to progressively replace
all single wire earth return (SWER) and 22 kilovolt
powerlines with new technologies to reduce bushfire
risk. The VBRC also suggested that an expert
taskforce be established to advise on the best
means of achieving the intent of this
recommendation.
The subsequent Powerline Bushfire Safety
Taskforce (PBST) made its report to Government in
September 2011. The Taskforce recommended that
the risk of powerlines starting bushfires could be
reduced by:

The Victorian Bushfires Royal Commission (VBRC)
was convened by the State Government of the day,
to investigate the causes of the bushfires and
identify ways in which future similar tragedies could
be avoided.

 Installing fault suppression equipment known as
Rapid Earth Fault Current Limiters (REFCLs) on
select 22kV powerlines to reduce the risk of
polyphase powerlines starting fires by
automatically reducing the electric current in
some types of powerline faults;

The VBRC provided its final report in July 2010,
making 67 separate recommendations about how to
better protect Victorians. The Government of the day
committed to implementing each of the 67
recommendations.

 Installing remotely controlled Automatic Circuit
Reclosers (ACRs) on SWER lines to reduce the
risk of SWER lines starting fires by enabling the
devices to be set remotely so that they turn off
those powerlines quickly when faults occur;

Eight of the VBRC recommendations relate directly
to the prevention of bushfires linked to electricity
 of
assets, which were found to have been the cause
a number of major bushfires in the past, including
fires started on Black Saturday.

 Putting powerlines underground or insulating
conductors in the areas of highest bushfire risk.
The powerline safety taskforce also indicated the
need for further research and development – noting
that REFCLs had not previously been used for
bushfire suppression.
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In December 2011 the Government accepted the
PBST's recommendations, and established the
Powerline Bushfire Safety Program (PBSP) to
implement these recommendations.
Recommendations 27 and 32 were allocated to the
PBSP (now part of DELWP) and the remaining six
were made the responsibility of ESV.
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Figure 3: Recommendations 27-34 of the Victorian Bushfire Royal Commission, 2009

Electricity-caused fire
Recommendation 27
The State amend the Regulations under Victoria’s Electricity Safety Act 1998 and otherwise take such steps as may
be required to give effect to the following:
-

the progressive replacement of all SWER (single-wire earth return) power lines in Victoria with aerial bundled
cable, underground cabling or other technology that delivers greatly reduced bushfire risk. The replacement
program should be completed in the areas of highest bushfire risk within 10 years and should continue in areas
of lower bushfire risk as the lines reach the end of their engineering lives.

-

the progressive replacement of all 22-kilovolt distribution feeders with aerial bundled cable, underground cabling
or other technology that delivers greatly reduced bushfire risk as the feeders reach the end of their engineering
lives. Priority should be given to distribution feeders in the areas of highest bushfire risk.

Recommendation 28
The State (through Energy Safe Victoria) require distribution businesses to change their asset inspection standards
and procedures to require that all SWER lines and all 22-kilovolt feeders in areas of high bushfire risk are inspected at
least every three years.

Recommendation 29
The State (through Energy Safe Victoria) require distribution businesses to review and modify their current practices,
standards and procedures for the training and auditing of asset inspectors to ensure that registered training
organisations provide adequate theoretical and practical training for asset inspectors.

Recommendation 30
The State amend the regulatory framework for electricity safety to require that distribution businesses adopt, as part of
their management plans, measures to reduce the risks posed by hazard trees – that is, trees that are outside the
clearance zone but that could come into contact with an electric power line having regard to foreseeable local
conditions.

Recommendation 31
Municipal councils include in their municipal fire prevention plans for areas of high bushfire risk provision for the
identification of hazard trees and for notifying the responsible entities with a view to having the situation redressed.

Recommendation 32
The State (through Energy Safe Victoria) require distribution businesses to do the following:
- disable the reclose function on the automatic circuit reclosers on all SWER lines for the six weeks of greatest risk
in every fire season and adjust the reclose function of the automatic circuit reclosers on all 22-kilovolt feeders on
all total fire ban days to permit only one reclose attempt before lockout.

Recommendation 33
The State (through Energy Safe Victoria) require distribution businesses to do the following:
- fit spreaders to any lines with a history of clashing or the potential to do so fit or retrofit all spans that are more
than 300 metres long with vibration dampers as soon as is reasonably practicable.

Recommendation 34
The State amend the regulatory framework for electricity safety to strengthen Energy Safe Victoria’s mandate in
relation to the prevention and mitigation of electricity-caused bushfires and to require it to fulfil that mandate.
Review of Victoria’s Electricity Network Safety Framework 10
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Strengthening ESV’s mandate
The VBRC’s Recommendation 34 recommended the
State of Victoria amend the regulatory framework for
electricity safety to strengthen ESV’s mandate in
relation to the prevention and mitigation of
electricity-caused bushfires. ESV increased its base
staffing from 90 to 110 by January 2012 in response
to Recommendation 34.

IGEM considered Recommendation 27 to be
predominantly complete, and in its subsequent 2016
report, found that recommendation 27 was complete
given recent amendments to the Electricity Safety
(Bushfire Mitigation) Regulations 2013 requiring
major electricity companies to increase safety
standards on specific network components, and
work being done under programs including the
10
PBSP.

Monitoring the Implementation of the
Royal Commission Recommendations
In October 2010, Mr Neil Comrie AO APM, was
appointed as the Bushfires Royal Commission
Implementation Monitor (BRCIM), to oversee and
report on the implementation of all VBRC
recommendations.
Following his appointment, the BRCIM reported
annually to the Victorian Government. With most of
the recommendations fully implemented, this
monitoring function was discontinued, and the final
BRCIM report was provided to Parliament in July
9
2014 .
The Inspector-General for Emergency Management
(IGEM) assumed responsibility for future monitoring
of the implementation of outstanding VBRC
recommendations in August 2014.
Established on 1 July 2014 by the Emergency
Management Act 2013, the IGEM works with its
emergency management partners and the
community to strengthen emergency management
arrangements and community safety in Victoria.
IGEM’s primary role is providing assurance to
government and the community regarding the
emergency management arrangements in Victoria
and fostering their continuous improvement.
In its inaugural report in August 2015, IGEM
reported it considered the sector to be making
satisfactory progress towards completing the
implementation of the remaining seven
recommendations – many of which are scheduled
for completion by the end of 2017.

9

Bushfires Royal Commission Implementation Monitor (2014) - Annual
Report, July 2014: at:
http://www.igem.vic.gov.au/home/our+work/monitoring/

10

IGEM (2015), Progress Report Victorian Bushfires Royal Commission
Implementation of recommendations and actions 1 August 2015, at:
http://www.igem.vic.gov.au/home/reports+and+publications/2009+victori
an+bushfires+royal+commission+implementation+monitoring/igem+2015
+vbrc+progress+report+publication; IGEM (2016), Progress Report
Victorian Bushfires Royal Commission Implementation of
recommendations and actions 1 August 2016, at:
http://www.igem.vic.gov.au/home/reports+and+publications/2009+victori
an+bushfires+royal+commission+implementation+monitoring/victorian+b
ushfires+royal+commission+progress+report+2016
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The Safety Framework Today
The electricity network safety framework is a
combination of the regulation, obligations and
economic incentives that apply to electricity
distribution and transmission network
businesses and the means by which the safety
and reliability of the network is regulated.

vegetation clear of those lines to reduce the
likelihood of fires or electric shocks from occurring.
The Electricity Safety (Electric Line Clearance)
Regulations 2015 prescribe management
procedures for standards and practices for tree
cutting or removal in the vicinity of electric lines.

Victoria’s electricity network safety framework today
is a mixture of prescriptive and outcomes-based
regulation and incentives. It has evolved over the
past three decades or so, including with the
deregulation and privatisation of the electricity
industry, and the responses to major bushfires.

The clearance regulations establish the requirement
for each major electricity company to submit an
Electric Line Clearance Management Plan to ESV
for acceptance on an annual basis. These plans
provide ESV with some visibility of how each
business manages its network assets and
vegetation clearance obligations.

The maintenance of network assets and related
works such as vegetation clearance can affect fire
starts. Aged, poorly maintained assets pose a
greater fire risk. Vegetation fires involve the ignition
of vegetation on the ground and can be caused by
electrical asset contact with trees, animals or cars,
or by fires started in an electrical asset.
The current electricity safety framework includes
both prescriptive requirements and systems-based
or outcomes-based requirements. The prescriptive
requirements include a range of government
regulations that set out specific measures to be
implemented by electricity network businesses,
typically with little or no scope for the businesses to
deviate from the requirements. Outcomes-based
requirements require risks to be managed to
acceptable standards, but network businesses are
given greater flexibility to determine precisely how
they might achieve this within an overall framework
to ensure acceptable safety.

Electricity safety legislation
and associated regulations
The safety of the electricity network is regulated
through the Electricity Safety Act 1998 (the Act) and
the corresponding regulations. The Act is
administered by Energy Safe Victoria (ESV). The
safety regulations that govern the safety of the
electricity network include:

Electricity Safety (Electric Line
Clearance) Regulations 2015
The Act requires responsible persons including
owners of network assets and private lines, many
local councils, and other relevant parties to keep

Electricity Safety (Management)
Regulations 2009
The Act requires that each ‘major electricity
company’—which includes the distribution
businesses—design, construct, operate, maintain
and decommission its supply network to minimise
the following as far as practicable:


hazards and risks to the safety of any person
arising from the supply network



hazards and risks of damage to the property
of any person arising from the supply
network.

The Act requires all major electricity companies to
prepare safety management schemes for each of
their supply networks. An Electricity Safety
Management Scheme is a systems-based form of
regulation. It involves setting out the safety
management system an electricity company has in
place to acquit its general duties and ensure it has
built safety procedures into all aspects of its
processes. An Electricity Safety Management
Scheme must be submitted to ESV every five years.
The Electricity Safety (Management) Regulations
2009 provide for the requirements, procedures and
other matters relating to the acceptance of Electricity
Safety Management Schemes.
Since 2015, ESV has also required transmission and
distribution businesses to submit an accompanying
safety case with their safety management scheme.
The safety case requires the electricity network
business to demonstrate it has systems in place to
identify and mitigate safety risks throughout its
organisation.
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Electricity Safety (Bushfire Mitigation)
Regulations 2013
The Act requires each major electricity company to
submit a bushfire mitigation plan to ESV every five
years for acceptance. The Electricity Safety
(Bushfire Mitigation) Regulations 2013 make
provision for the preparation of the bushfire
mitigation plans and for the inspection of overhead
electric lines and supply networks.
The bushfire mitigation plan sets out how the
company will manage the bushfire risk presented by
its networks. These plans, and the safety
management scheme of which bushfire mitigation
plans are a part, must be accepted by ESV as a
condition of network operation.
Bushfire mitigation plans provide a means for
businesses to demonstrate to ESV how they will
undertake capital improvements to improve network
bushfire safety.

Electricity Safety (Installation)
Regulations 2009
The Electricity Safety (Installation) Regulations 2009
prescribe the methods and materials required in
electrical installations; the standards for the design,
construction, operation and maintenance of
electrical installations; and provide for the protection
of persons from risk, and property from damage,
associated with the generation, transmission,
distribution and use of electricity. These regulations
establish minimum standards required to be met by
electric line workers in addition to other occupational
safety and health requirements.
A Code of Practice on Electrical Safety for Work on
11
or Near High Voltage Electrical Apparatus (the
Blue Book) facilitates the electrical safety of
electrical generation, transmission and distribution
systems and high voltage electrical installations.

Civil Penalties Scheme
The proposed Electricity Safety (Bushfire Mitigation
Civil Penalties Scheme) Amendment Bill 2017 will
introduce a civil penalties compliance mechanism
11

Code of Practice on Electrical Safety for Work on or Near High Voltage
Electrical Apparatus- Blue Book (2012) at: At:
http://www.esv.vic.gov.au/pdfs/the-blue-book-2012/

into the Electricity Safety Act 1998. This mechanism
will allow ESV or the Minister to impose civil
penalties on electricity distribution businesses if they
fail to comply with the three enhanced obligations
set by the Electricity Safety (Bushfire Mitigation)
Amendment Regulations 2016.
The civil penalties regime will require electricity
distribution businesses to deliver heightened
powerline fault detection and suppression
capabilities by installing new capital infrastructure
over a seven year period concluding in 2023. In
addition, electricity distribution businesses must
replace bare-wire powerline conductor with covered
conductor or underground powerlines in designated
high consequence bushfire areas.
The electricity distribution businesses will face
financial penalties if they fail to meet the prescribed
requirements.

Electricity Industry Act 2000
The Electricity Industry Act 2000 regulates the
Victorian electricity supply industry. It requires
persons who generate, transmit, distribute, supply or
sell electricity to obtain a licence from the Essential
Services Commission of Victoria (ESC), or a licence
exemption.

Issues for consideration – safety legislation and
approach to safety regulation:
Submissions to the review may seek to comment on
the legislative framework underpinning the Victorian
Electricity Network Safety Framework:
- Are there opportunities to improve the efficiency
and the effectiveness of the Electricity Safety Act
and associated regulations?
- Should there be a change in the degree of
prescription provided in the current framework? If
so, what would be the justification for any
proposed changes?
- Are there examples of ‘better practice’ electricity
safety and risk management frameworks from
other jurisdictions (nationally or internationally) or
from other industry sectors that should be
considered?
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Safety Culture and Workforce
Engagement
An important aspect of any safety framework is to
promote and achieve a strong and consistent safety
culture across regulated businesses.
A question to be considered by the Review is the
extent to which the existing framework in Victoria
promotes strong leadership from the top and the
effective engagement of workers at all levels in
achieving electricity network safety.

Issues for consideration — safety culture and
engagement of the workforce
Submissions to the review may wish to comment on
the extent to which the current framework promotes
strong and effective safety cultures within electricity
network businesses:
- Does the framework effectively promote the
engagement of the electricity network workforce in
promoting safety? Are there opportunities for
improvement?
- Are there opportunities to further promote strong
safety leadership cultures?

Department of Environment,
Land, Water and Planning and
electricity network safety
The Department of Environment, Land, Water and
Planning (DELWP) has primary carriage for advising
the Minister and the government on the policy
framework for electricity safety regulation, and is
responsible for developing legislation that ESV then
administers as the safety regulator.
In addition, DELWP has responsibility for delivering
a number of important electricity safety programs,
principally the Powerline Bushfire Safety Program
(PBSP).
The PBSP is a 10 year, $750 million program that
aims to reduce the risk of bushfires caused by
electrical assets by replacing bare-wire powerlines in
designated areas of highest bushfire risk and to
deliver on Recommendations 27 and 32 of the
VBRC.
The program requires electricity distribution
businesses to install new network technologies that

will better control the faults in Victorian electricity
networks, which may cause fires, and sets rules on
how the businesses control their networks on Total
Fire Ban days.
The program includes:
Changes to network operations to prevent
bushfire starts at the times and locations of
greatest risk, whilst minimising disruptions to
customer supply.

A Government contribution of up to $200
million over 10 years towards the
replacement of bare wire powerlines with
insulated overhead powerlines; underground
powerlines; or new conductor technologies.

Up to $40 million from Government for
back-up generators to be installed in
residential care facilities throughout rural
and regional Victoria - known as the Local
Infrastructure Assistance Fund (LIAF).

A Government contribution of up to $10
million over 5 years to continue research and
development to identify cost-effective risk
reduction technologies and procedures.

Electricity businesses will also invest an
estimated $500 million on new generation
electrical asset protection and control
equipment. This project requires power
distribution businesses to install new
technology to achieve a heightened
network protection standard.

PBSP performance and delivery is subject to
oversight by a Program Control Board. The Program
Control Board is a multiagency governance body
that is accountable to the Secretary of DELWP.
ESV’s Director of Energy Safety has been a
permanent member of the Program Control Board
since PBSP’s inception.
Program delivery is subject to regulations overseen
by ESV. ESV collaborates with Victorian electricity
distribution businesses and the PBSP group within
DELWP to develop new standards for design and
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network operations in the highest bushfire risk
areas.
Under the stewardship of PBSP over 422 kilometres
of bare-wire powerlines have been replaced with
safer alternatives in high bushfire risk areas and
over 728 ACRs have been installed on single wire
earth return lines to minimise fire risk in the network
on Total Fire Ban days.
Issues for consideration — DELWP and ESV
roles in electricity network safety
Submissions to the review may wish to comment
on the respective roles of DELWP and ESV and on
the broader government programs and activities to
promote electricity network safety:
- Are the respective roles of ESV and DELWP
clear and well-coordinated? Should any changes
be considered to the allocation of responsibilities
between ESV and DELWP?

the design, construction and maintenance of
electricity, gas and pipeline networks across the
state, to administering regulations covering the
installation and use of electrical and gas products
and educating the public and industry about safe
practices when using electricity and gas.
ESV also licenses electrical workers, issues
guidelines specifying minimum safety standards for
gas and electrical products, monitors compliance
with these standards, promotes energy efficiency
and investigates and prosecutes breaches of the
safety acts. The Director of Energy Safety can also
exercise directional powers in the case of electricity
or gas emergencies.
The activities of ESV are fully funded by industry.
Funding is by way of a combination of fee-forservice income, licence fees and Ministerial
approved levies imposed on electricity, pipeline and
gas industries.

ESV regulates the safety of three industries:

Energy Safe Victoria and its
approach to regulation
Since August 2005, Energy Safe Victoria (ESV)
has been responsible for the safety and
technical regulation of electricity, gas and
pipelines in Victoria.
The nature and scope of ESV’s activities are defined
in its mission, objectives, functions and
responsibilities which are described in the Energy
Safe Victoria Act 2005, the Electricity Safety Act
1998, the Gas Safety Act 1997 and the Pipelines Act
2005 and the corresponding regulations. ESV
operates within and enforces compliance with this
legislation and can prosecute breaches of the safety
acts.
ESV is led by the Director of Energy Safety who is
appointed pursuant to the Energy Safe Victoria Act
2005 by the Governor in Council on the
recommendation of the Minister for Energy,
Environment and Climate Change. The Director is
also the Chief Executive Officer of ESV. ESV has
approximately 145 staff members.
Figure 4 below shows ESV’s governance and
corporate structure.
ESV’s functions range from accepting industry’s
safety cases and safety management schemes for



electrical installations and equipment, in
accordance with the Electricity Safety Act
1998 and associated regulations



gas installations and appliances, in
accordance with the Gas Safety Act 1997 and
associated regulations



pipelines for the conveyance of petroleum,
oxygen, carbon dioxide, hydrogen, nitrogen,
compressed air, sulphuric acid or methanol, in
accordance with the Pipelines Act 2005 and
associated regulations.

Accountability
ESV is held accountable through an annual cycle of
Ministerial Statements of Expectation, Corporate
Plans and Annual Reports.
ESV has an Audit and Risk Committee which
provides independent assurance, advice and
assistance on ESV’s risk, control and compliance
framework and its reporting obligations under the
Financial Management Act 1994. The Audit and Risk
Committee consists of four independent members
with business or engineering backgrounds.
DELWP provides support for the corporate
governance oversight of ESV and provides policy
input into safety matters related to the supply and
use of gas and electricity.
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ESV is required under the Energy Safe Victoria Act
2005 to develop and publish a Charter of
12
Consultation and Regulatory Practice . The
Charter outlines how ESV consults with its
stakeholders and undertakes its regulatory
responsibilities. ESV also publishes its Compliance
13
and Enforcement Policy which provides a
framework for decision making relating to
compliance and enforcement actions undertaken by
ESV staff.

12

ESV (2015) Charter of Consultation and Regulatory Practice, April
2015, at: http://www.esv.vic.gov.au/pdfs/esv-charter-of-consultationand-regulatory-practice-april-2015/

13

ESV (2014) Compliance and Enforcement Policy December (2014) at:
http://www.esv.vic.gov.au/pdfs/compliance-and-enforcement-policydec-2014/
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Figure 4: ESV Governance & Corporate Structure 2017
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Manager
Information
Services

The Objectives of ESV are to:

Promote Energy
Awareness:
promote awareness of
energy efficiency through
energy efficiency labelling
and regulation of electrical
equipment and gas
installations; and maintain
public and industry
awareness of electrical
and gas safety
requirements.

Ensure Electrical
Safety:
ensure electrical safety of
electrical generation,
transmission and
distribution systems,
electrical installations and
equipment; control the
electrical safety standards
of work carried out by
electrical workers; and
promote the prevention and
mitigation of bushfire
danger.

Ensure Pipeline
Safety:

Ensure Gas
Safety:

protect underground and
underwater structures from
corrosion; and protect the
public from environmental,
health and safety risks
resulting from the
construction and operation
of pipelines.

ensure the safety of the
conveyance, sale, supply,
measurement, control and
use of gas; and control the
safety standards of gas
work.

ESV’s Core Regulatory Functions are to:

Monitor and
Audit:

Licence, Approve
or Accept:
Ensure that appliances
meet stringent safety and
energy efficiency standards
before they are sold.
Administer licensing,
registration and approval
systems that maintain
safety standards and skills.

Inspect and audit safety
systems (including safety
management systems,
safety cases and plans),
and also safety practices
in relation to the design,
construction and
maintenance of all
electricity, gas and
pipeline networks and
installations.
Monitor, audit and enforce
compliance with Standards
and requirements.

Educate and
Encourage:
Cooperatively engage with
industry and the community
to facilitate safety
outcomes.
Conduct comprehensive
public awareness
campaigns to educate the
community and industry on
the hazards associated with
electricity, gas and
pipelines.

Enforce
Compliance:
Take appropriate
enforcement action (based
on the severity of risk and
harm), and while accounting
for responsible behaviour,
may take action anyway if
negligence can be shown
and others have been
placed at risk.
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Committees

15

ESV with a new Statement of Expectations . The
current Statement of Expectations is available on
ESV’s website.

The Electric Line Clearance Consultative Committee
(ELCCC) and the Victorian Electrolysis Committee
(VEC) are established under of the Electricity Safety
Act 1998. The ELCCC consists of 13 members
appointed by the Minister for Energy, Environment
and Climate Change who advise ESV on the
preparation and maintenance of the Code for
Electric Line Clearance for the management of
vegetation in the vicinity of powerlines.

Reporting requirements
Under the Energy Safe Victoria Act 2005, ESV must
prepare a corporate plan each year and submit a
copy of the plan to the Minister for Energy,
Environment and Climate Change and the Victorian
Treasurer each year. The corporate plan sets out
the nature and scope of activities to be undertaken
by ESV for the next three years. The Energy Safe
Victoria Act states that ESV must act in accordance
with its corporate plan.

The VEC comprises of eight members appointed by
the Minister who support ESV in protecting
underground and underwater structures from
corrosion caused by stray electrical currents.
Members for both committees include
representatives from government departments,
private industry and specialised interest groups.

In accordance with the Financial Management Act
1994, ESV publishes an annual report that is tabled
in the Victorian Parliament. The report outlines
ESV’s mission, strategic statement, and Ministerial
16
Statement of Expectations ; reports on incidents
caused by, or involving electricity or gas; activities
undertaken by ESV; and includes ESV’s financial
statements for the financial year. The financial
statements are audited by the independent Victorian
Auditor-General’s Office.

The Electrical Safety Committee established under
Section 8 of the Energy Safe Victoria Act 2005
14
maintains the Blue Book . As outlined previously,
the Blue Book facilitates the electrical safety of
electrical generation, transmission and distribution
systems and high voltage electrical installations. The
objective of the Committee is to review and further
develop the Blue Book.

ESV has Memoranda of Understanding (MOU) with
several other regulators to clarify roles and
expectations of both parties where the regulatory
arrangements may potentially overlap. In September
2015, ESV signed an MOU with WorkSafe Victoria
which details the principles and arrangements for
cooperation between the two organisations on
health and safety objectives, particularly in regard
major hazard facilities and inspection and incident
investigation.

ESV also participates in a number of consultative
technical committees that allow ESV to consult with
other national and interstate regulators and relevant
advisory bodies, on technical and regulatory issues
related to electricity and gas safety.
The Electrical Regulatory Authorities Council
(ERAC) is made up of representatives of the
regulatory authorities responsible for electrical
safety, supply and energy efficiency in New Zealand
and the Australian states, territories and
commonwealth. ERAC meets twice a year and
corresponds both internally and with industry on
regulatory issues related to electrical safety.

ESV also has MOUs with the Australian Energy
Regulator and Essential Services Commission that
provide for consultation and information sharing.

Statement of Expectations
A Statement of Expectations is a formal public
document that articulates the Minister’s priorities and
objectives. On 30 June 2016, the Minister for
Energy, Environment and Climate Change reissued
15

14

Code of Practice on electrical safety for work on or near high voltage
electrical apparatus - Blue Book (2012), At:
http://www.esv.vic.gov.au/pdfs/the-blue-book-2012/

Energy Safe Victoria Ministerial Statement of Expectations, available at:
http://www.esv.vic.gov.au/Portals/0/about%20esv/files/Minister%27s%20st
atement%20of%20expectations%201%20July%202016.pdf
16

Energy Safe Victoria Annual Report 2015-16, available at:
http://www.esv.vic.gov.au/Portals/0/about%20esv/files/anual%20report/E
SV_Annual_report_2015-16_web.pdf
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Issues for consideration — ESV’s capabilities
and governance

regular targeted audits to assess compliance with
these safety systems. The Electricity Safety
Management Scheme requirement is based on
mandating a risk management process, constituting
risk identification, risk assessments and the
implementation of risk controls, as well as recordkeeping, auditing and updating requirements.

Submissions to the review may wish to comment on
ESV’s governance arrangements and capabilities to
regulate and promote electricity network safety.
-

-

-

Does ESV have the right mix of capabilities —
people, skills and systems?

ESV aims to audit each major electricity company
for compliance with its Electricity Safety
Management Scheme at least once during its five
year life.

Are there capabilities, including in new and
emerging areas that should receive greater
attention and investment?

17

ESV’s Compliance and Enforcement Policy states
it employs a range of tools to achieve compliance
including surveillance and monitoring of industry
compliance levels, education, encouragement,
assessment, intervention, and enforcement.

Are there existing capabilities that could be
scaled back or managed more efficiently by
ESV?

Issues for consideration — ESV’s approach to
regulation

ESV’s approach to regulation
The primary responsibility for ensuring network
safety rests with the electricity companies. The
Electricity Safety Act 1998 (the Act) vests ESV with
the responsibility of regulating electrical safety
across Victoria. The Act is the principal instrument
which imposes safety obligations on transmission
and distribution businesses in Victoria and requires
these businesses to provide ESV with
documentation for review that details the safety
systems in place to reduce the risk of their
infrastructure starting fires.

Submissions to the review may wish to comment on
ESV’s approach to regulation:
-

Does ESV strike an effective balance in its
compliance and enforcement activities? (That is,
a balance between an approach that could be
seen as too ‘light touch’, where regulatory
interventions could be stronger, and one that
could be seen as too ‘heavy handed’, where
regulatory interventions might be seen as
disproportionate to the risks involved).

The Act also requires distribution businesses to
report on their safety performance using a specified
set of metrics to assess network performance.
These safety metrics can be grouped into categories
including asset failures, fire starts and incidents that
involve members of the public.

-

Does ESV communicate its requirements
effectively? Are there any aspects that could be
improved?

ESV’s auditing regime
Victoria’s regulatory regime requires transmission
and distribution network businesses to provide ESV
with documentation for review that details the safety
systems in place to reduce the risk of their
infrastructure starting fires. Among other things,
electricity companies are required to provide ESV
with a safety management scheme and
accompanying safety case and a Bushfire Mitigation
Plan every five years for review. Electric Line
Clearance Management Plans are submitted for
review on an annual basis.
ESV holds the electricity network businesses
accountable by requiring them to participate in

Safety Performance Reports
ESV publishes a regular safety performance report on
Victorian electricity networks in which it reviews the
safety performance of the electricity network
businesses reporting on the causal links between
network incidents and fire starts; the progress of the
implementation of programs designed to enhance
network safety performance; and the bushfire
mitigation activities of electricity network businesses.

17

ESV Compliance and Enforcement Policy at:
http://www.esv.vic.gov.au/LegislationRegulations/Enforcement/Enforcement-policy-and-philosophy
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The report focuses on key safety indicators, as well
as the operation of the Electricity Safety Management
Schemes. Key safety indicators include:


Incidents occurring on the electricity networks;



Progress of the implementation of safety
programs monitored by ESV;



Progress of directions placed on distribution
businesses to meet the recommendations of the
VBRC;



Operation of each company’s Electricity Safety
Management Scheme;



Results of audits conducted by ESV to assess
each electricity company’s readiness for the
bushfire season.

Issues for consideration — safety reporting
and public information
Submissions to the review may wish to
comment on the current information that is
made publicly available on Victoria’s electricity
network safety performance:
-

Are there any areas where this information
could be improved?

-

Are there any examples of reporting in other
jurisdictions or in other industry sectors that
could be adopted to further strengthen
reporting in Victoria?

Economic Regulation
The electricity networks are also subject to
national and state legislation that governs the
economic regulation of the electricity network
businesses.
Electricity distribution businesses incur costs of
hundreds of millions of dollars per year to carry out
their regulated obligations.
The Australian Energy Regulator (AER) is
responsible for the economic regulation of electricity
networks in the National Electricity Market, under
national energy market legislation. Energy networks
are capital intensive and have declining average
costs as output rises. Accordingly, network services
in a particular geographic area can be most
efficiently provided by a single supplier. In Australia,
the networks are regulated to manage the risk of

monopoly pricing in this natural monopoly industry
structure.
To ensure consumers face prices based on efficient
costs, these monopoly businesses are subject to an
economic regulatory framework. This framework is
comprised principally of Chapter 6 of the National
Electricity Rules (NER).
The NER are made pursuant to the National
Electricity Law (NEL). The NEL relies on template
legislation in each participating state. This structure
has been adopted to create uniformity in an industry
which is principally governed by state law under the
constitution.
The NER aim to incentivise network businesses to
be efficient in their spending and to meet reliability
service standards. These incentive schemes are
designed to reward network businesses for overperformance or penalise them for underperformance, as measured against predefined
benchmarks of reliability and efficiency.
The rules which govern the electricity market are
made by the Australian Energy Market Commission
(AEMC), a national body that is jointly funded by the
States and Territories.

Electricity Distribution Price Review
Distribution businesses have discretion in how they
spend available funds for operational, maintenance
and minor capital items, apart from the construction
of mandated assets.
Every five years, electricity network businesses
submit a proposal to the AER forecasting how much
they will need to spend over the next five years to
provide electricity services, and meet reliability and
service obligations. The AER evaluates the revenue
proposals against the national electricity objective
set out in the NEL which states ‘to promote
investment in, and efficient operation and use of,
electricity services for the long term interests of
electricity consumers’.
The process whereby this occurs is an Electricity
Distribution Price Review (EDPR). EDPRs
determine the amount of revenue (the ‘revenue cap’)
a regulated electricity network business can recover
from its customers through distribution tariffs. These
tariffs form a component of a customer’s final
electricity bill.
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In determining the prices that a network business
can charge, the AER reviews the capital expenditure
(the cost of purchasing and installing network
assets) and the operating related expenditure (the
cost of running the network and maintaining the
assets) proposals of the businesses to ensure that
the expenditure is prudent and justified. This
expenditure comprises the greater portion of a
18
business’ annual expenditure, as shown below:
Figure 5: Breakdown of distribution business
revenue.

Victorian Distribution
Businesses: Breakdown of
Annual Expenditure
2%
33%
65%

Operating
Expediture
Capital
Expediture
Other

Businesses are allowed to retain operating
expenditure underspends for six years regardless of
the year in which they underspend. For capital
expenditure, the sharing of the underspend happens
at the end of each regulatory period.

Safety Programs
The AER allocates expenditure for each distribution
business to implement safety programs aimed at
reducing the risk of electricity assets causing
bushfires. Some safety programs are unique to each
distribution business, while others are common
across all of the businesses. These programs do not
apply to transmission businesses.
Common safety programs across all the distribution
businesses include cross-arm replacements,
conductor replacements and pole replacements.
Other programs that are more specific to each
distribution business include the installation of fault
suppression equipment, back up protection schemes
and fuse replacement programs.
Figure 6: Distribution businesses safety actions

Economic Incentive Mechanisms

Action

The NER establishes mechanisms designed to
incentivise businesses to provide network services
at lowest cost. Once the forecasts are set at the start
of the regulatory period, the network business must
deliver the works program described. If businesses
provide services at a lower cost than forecast, they
are allowed to keep the difference for the duration of
the five-year EDPR. Conversely, if a business
overspends, it will be penalised for the duration of
the EDPR period by not being compensated for any
overspends.

Stake poles based on age and condition

At the end of the five year regulatory period, if the
spending exceeds the forecast, the business must
bear the difference but must share the benefits of an
underspend with customers.

18

Pole top structure – surge diverter replacement
Replace cross-arms
Inspect, clean, tighten – pole top fire mitigation
Replace insulators – pole top fire mitigation

In addition, ESV also issues directions to distribution
businesses to undertake asset safety upgrades
including the installation of armour rods and
vibration dampers to reduce wind-induced vibration
and fatigue; and the retrofitting of high-voltage
powerlines with spacers and low-voltage powerlines
with spreaders to prevent powerlines from clashing
in high winds, which can spark fires.

Australian Energy Regulator. (2015), Consumer guide to Victorian electricity
distribution pricing review, 2016-20 at: https://www.aer.gov.au/networkspipelines/determinations-access-arrangements/powercor-determination2016-20.
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Figure 7: ESV Directions to distribution business
Action
Installation of armour rods

The National Electricity (Victoria) Act 2005 makes
provision for the f-factor, a scheme that provides a
system of rewards and penalties to incentivise
electricity distribution businesses to invest and
maintain their networks to limit ignitions on Victorian
powerlines.

Installation of vibration dampers
Installation of spacers on HV lines
Installation of spreaders on LV lines

These directions required the electricity distribution
businesses to complete these works in Hazardous
19
Bushfire Risk Areas (HBRA) by 2015 and Low
Bushfire Risk Area (LBRA) by 2020.

In 2012, directions were issued to two distribution
businesses to support the implementation of VBRC
Recommendation 27. These directions required the
installation of ACRs and the conduct of trials of new
REFCL technologies, with the first trials to be
completed by the end of 2014.

Reliability incentive schemes
Electricity distribution businesses are governed by a
number of instruments designed to ensure they
deliver a high quality of service to their customers.
The AER administers the Service Target
Performance Incentive Scheme (STPIS) in Victoria
in accordance with the requirements of the NER.
The purpose of the STPIS is to provide incentives to
the businesses to maintain and improve electricity
supply reliability. The scheme rewards electricity
distributors that are shown to have improved supply
reliability but penalises electricity distributors where
they allow supply to decline below their reliability
targets that are based on the existing level achieved
by the distributors.

National Electricity (Victoria) Act
2005
The National Electricity (Victoria) Act 2005 provides
for the regulation of the national electricity wholesale
market. It is part of a national scheme that gives
effect to the National Electricity Law and the
National Electricity Rules in Victoria.
19

HBRA predominantly, but not exclusively, rural areas, while LBRA are
predominantly, but not exclusively, urban areas.

F-Factor Scheme
In response to the role electricity assets played in
the Black Saturday fires, the State Government
introduced the f-factor scheme. The scheme is a
regulatory instrument under the National Electricity
(Victoria) Act 2005, designed around a quantitative
benchmark (number of fires started by distribution
assets in a year) with rewards and penalties
associated with over or under-performing against
this five-year benchmark, which are applied to the
businesses as adjustments to their annual revenue
requirements.
Each year, distribution businesses are either
penalised or rewarded $25,000 for every network
ignition above or below their historical five-year
benchmark of ignitions.
The Scheme was revised in 2016 in recognition of
newly introduced infrastructure upgrades to
electricity assets, applying more stringent
performance benchmarks and reporting obligations
on the distribution businesses. The revised scheme
weights all network fire ignitions by time and
geographical location and applies an increasing
financial incentive to ignitions, relative to their
bushfire risk. The revised scheme also allows for the
performance benchmarks to reflect the introduction
of enhanced bushfire mitigation technology, such as
REFCLs.

Essential Services Commission and
the Electricity Industry Act 2000
The Essential Services Commission (ESC) is
Victoria’s independent state-based economic
regulator of the electricity, gas, water and sewerage,
ports, taxis and rail freight industries in Victoria. ESC
licenses participants in the electricity sector and
regulates the electricity retail sector and distribution
sector, to the extent they are not regulated by the
AER or ESV.
The ESC administers and enforces the Electricity
Industry Act 2000. Its objectives under the Act are
to:
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promote the development of full retail
competition;



promote customer protections; and



promote a consistent regulatory approach to the
industry.

As part of the licensing regime, the ESC administers
20
the Electricity Distribution Code which regulates
how an electricity distributor operates its distribution
network in a safe, efficient and reliable manner.
The ESC also administers the Guaranteed Service
Level (GSL) scheme whereby payments are made
to customers if these guaranteed service supply
levels are exceeded either in terms of power outage
duration or outage frequency.
Distribution businesses must also comply with
Guideline 14: Electricity Industry – Provision of
services by electricity distributors, issued by the
ESC. The objective of this guideline is to facilitate
efficiency in the following aspects of electricity
distribution including the undergrounding of
distribution assets, customer contributions, and
contestability of connection and augmentation
works.
Issues for consideration — interactions
between economic and safety regulation
Submissions to the review may wish to comment
on the relationship between the economic
regulatory and safety regulatory frameworks:
-

Does the current economic regulatory
framework present any barriers to achieving
acceptable network safety?

-

Could current economic incentives to promote
safety and reliability be improved? If so, what
changes might be considered?

The impact that evolving technologies and greater
levels of renewable energy uptake can have on the
safety of the electricity network should be
considered. With areas of the energy sector
experiencing significant technological
transformation, and with the development of
renewable energy generation and storage
technologies, the safety framework must be able to
cater for this transformation into the future.
These new technologies will have significant impacts
on the electricity network and have implications for
the development of safety standards and safety
regulations.
Issues for consideration — emerging
technologies
Submissions to the review may wish to comment
on the capacity of the existing electricity safety
framework to effectively regulate new technologies
and the changes associated with the greater use of
renewable sources of energy:
-

Are there any unnecessary regulatory barriers
that might impede the adoption of new
technologies?

-

Are any changes required to the current
framework to ensure new technologies can be
deployed safely?

-

Will any changes to the framework be required
as transmission and distribution networks
evolve over time with the more widespread
adoption of new technologies and renewable
sources of energy?

Emerging technologies
New technologies (such as low emissions electricity
generation technologies, distributed energy
resources, battery storage systems and electric
vehicles) are transforming the Australian electricity
sector.

20

AER, Electricity Distribution Code Version 9.2. Available at:
http://www.esc.vic.gov.au/document/energy/30475-electricity-distributioncode-version-9-2/
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Figure 8: Electricity Network Safety Framework
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Appendix A – Terms of Reference
Terms of Reference
The review is intended to examine the safety framework applicable to the electricity network in
Victoria.
The review will consider:


The objectives of the safety framework in Victoria and an assessment of its effectiveness in
achieving electricity network safety outcomes.



The design and adequacy of the safety regulatory obligations (including safety cases and the
Electricity Safety Management Scheme), incentives and other arrangements governing
energy network businesses and any opportunities for improvement.



The extent to which the regulatory framework governing network safety ensures effective risk
management by energy network businesses.



The effectiveness of the regulator and governance arrangements in place to monitor and
enforce compliance with safety obligations by energy network businesses.



Any other matters that the Chair considers relevant.

In undertaking the review, the Chair will have regard to:


Best practice electricity safety and risk management frameworks in other jurisdictions,
including nationally and internationally.



The relationship between the safety regime and the economic regulatory regime to ensure a
balance between safety objectives and economic impacts including the cost impost on
consumers.

Process
The review will be conducted by an independent Chair supported by a dedicated secretariat. The
Chair may seek expert advice.
The review should be informed by extensive consultation with all relevant stakeholders. This will
include public consultation.
Outcomes
The Chair will produce an interim report and a final report and recommendations to be presented to
the Minister for Energy, Environment and Climate Change by December 2017. Unless specifically
excluded, the interim and final report and recommendations will be made publicly available.
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Appendix B – Terms and abbreviations
Terms and abbreviations
Term

Definition

AEMC

Australian Energy Market Commission – the rule maker for
Australia’s electricity and gas markets, including the National
Electricity Rules, National Gas Rules and National Energy Retail
Rules. AEMC also provides market development advice to
governments.

AEMO

Australian Energy Market Operator – operates the energy markets
and systems and delivers planning advice in eastern and southern
Australia. AEMO supports the industry to deliver an integrated,
secure, cost-effective national energy supply.

AER

Australian Energy Regulator – regulates energy markets and
networks under the national energy market legislation and rules in
setting prices for using energy networks to transport energy to
customers in eastern and southern Australia.

DELWP

Department of Environment, Land, Water and Planning – ensures
Victoria has the right conditions to enable economic growth, while
delivering liveable, inclusive and sustainable communities.

ESC

Essential Services Commission – Victoria’s independent economic
regulator of prescribed essential utility services supplied by the
electricity, gas, ports and rail freight industries.

ESV

Energy Safe Victoria is Victoria’s independent technical safety
regulator responsible for the safety and technical regulation of
electricity, gas and pipelines in Victoria.

IGEM

The Inspector General for Emergency Management works with its
emergency management partners and the community to strengthen
emergency management arrangements and community safety in
Victoria.

MECs

Major electricity companies comprise both licenced electricity
transmission companies and licenced electricity distribution
businesses.

NEM

National Electricity Market – a wholesale market through which
generators sell electricity in eastern and southern Australia. The
main customers are energy retailers, which bundle electricity with
network services for sale to residential, commercial and industrial
energy users.
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Appendix C
Privacy Collection Statement
The Department of Environment, Land, Water and Planning (DELWP) is committed to protecting
personal information provided by you in accordance with the principles of the Victorian privacy laws.
The information you provide will be used for the Review of Victoria’s electricity network safety
framework (the Review) which has an objective to examine the effectiveness of the electricity network
safety framework in Victoria. The information in your submission is collected by DELWP to administer
the public consultation process only.
Your contact details may be used by DELWP or its contracted service providers under confidentiality
agreements as part of the Review process.
DELWP may do the following with your submission;
 publish a copy of your submission on the DELWP website or other Victorian Government
website;
 quote directly from your submission in the review report and/or the Government response to
the Report;
 make available to other Victorian Government agencies.
For transparency and accountability, the contents of your submission may be published on a Victorian
Government website which is accessible worldwide. Any person may view your comments.
Your comments may remain on external servers, even once your comments are removed from the
original website it was published on. All Submissions marked ‘IN CONFIDENCE’ in the subject
heading will not be published on the review’s website.
All submissions are public documents and may be accessed by any member of the public unless you
request, and your comments are given, confidential status.
If you are making comment as an organisation, then your comments may be published, including the
name of your organisation and the contact details you have provided in your submission.
If you are making comments as an individual, then your comments may be published, including your
name but with no other details. Your name will not be published if you mark your submission as
‘ANONYMOUS’ in the subject heading.
If you freely and voluntarily provide any ‘sensitive information’ under the Privacy and Data Protection
Act 2014 in your submission, DELWP will consider that provision to be consent to collect the
information and will then protect it under the Information Privacy Principles in the Act. Sensitive
information is information relating to racial or ethnic origin, political opinions, membership of a political
association or trade association/union, religious or philosophical beliefs or affiliations, sexual
preference or criminal record.”
You have the right to access and correct your personal information. Requests for access should be
sent to the Principal Secretariat Officer, Secretariat of the Review of Victoria’s electricity network
safety framework, 8 Nicholson Street, East Melbourne, Victoria 3008 or contact by phone on 03 9412
4559.
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Appendix C

delwp.vic.gov.au
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