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21 June 2019

Dr Kerry Schott AO
Chair
Energy Security Board

Email- info@esb.org.au

Dear Dr Schott,

Response to Consultation Paper on Converting the Integrated System
Plan into action

Energy Networks Australia welcomes the opportunity to lodge this submission in
response to the Energy Security Board’s (ESB) Consultation Paper on Converting the
Integrated System Plan (ISP) into action.

Energy Networks Australia is the national industry body representing businesses
operating Australia’s electricity transmission and distribution and gas distribution
networks, with member companies providing more than 16 million electricity and gas
connections to almost every home and business across Australia.

Overall, Energy Networks Australia is supportive of ISP governance arrangements that
facilitate robust assessment and analysis and consultation and engagement processes
that provides confidence to customers and other stakeholders on the plan. Energy
Networks Australia also considers that TNSPs are appropriately the party that has
responsibility for undertaking the detailed planning and the party responsible for
making the investment decision as well as retaining the ability to initiate projects
outside the ISP process consistent with their obligations.

Energy Networks Australia supports governance arrangements for the ISP being
consistent with those applying to similar processes in the National Electricity Market
(NEM). In particular:

Key principles to guide the ISP analysis and governing the interlinkages
between the ISP and the subsequent RIT-T process should be set out in the
National Electricity Rules (NER). These principles would appropriately include
many of the matters presented in the draft Cost Benefit Analysis and Best
Practice Forecasting guidelines in the Consultation Paper. They should also
include core features of the integrated system planning model,;
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Further details relating to the ISP assessment approach and the interaction
between the ISP and the TNSPs’ subsequent RIT-T assessments should be
reflected in supporting guidelines, prepared by the AER in line with the
transmission consultation procedures in the NER. Energy Networks Australia does
not consider that the draft guidelines contained in the Consultation Paper are
sufficiently detailed to stand as the inaugural guidelines. Instead the AER should
be tasked with preparing a stand-alone guideline on the ISP Cost Benefit Analysis
to be in place by the time the 2020 ISP is published (whilst recognising that
transitional provisions governing the application of these guidelines to the 2020
ISP will be required). Energy Networks Australia also suggests that the AER be
tasked with updating its existing RIT-T Application Guidelines on the same
timeline, to reflect the new integrated system planning framework and to ensure
consistency with the ISP assessment approach where relevant;

The core focus should be on open and effective stakeholder consultation and
engagement in the preparation of the ISP and the subsequent RIT-T
assessments. In support of this, Energy Networks Australia agrees that the
principles of good governance imply that both the ISP and the RIT-T processes
should be subject to a fit-for-purpose dispute mechanism, and that the AER is the
appropriate body to determine disputes in both cases. Energy Networks Australia
supports the proposal to establish criteria for when issues can be disputed and
propose that these apply equally to RIT-T assessments. Energy Networks
Australia also suggests that the NER be amended to prevent issues that are
covered in the ISP being disputed at the subsequent RIT-T stage, which risks
extending the overall investment timeframe for projects which have been
identified in the ISP as critical to energy market transition.

The detailed submission attached addresses each of the issues raised by the ESB in its
Consultation Paper in turn and provides our responses (which are also consolidated at
the end of the submission).

It is worth highlighting the need for consistency (where appropriate) between the
assessment framework applied by AEMO in the ISP (such as the need to have regard
to specific energy-sector related public policies as endorsed by the COAG Energy
Council Standing Committee of Officials) and the subsequent RIT-T assessment.
Without this consistency there is a risk that the outcome of the subsequent RIT-T
assessment will not accord with the ISP, which would undermine the basis for the
integrated system planning approach.

Energy Networks Australia has also taken the opportunity to comment on a number of
matters connected with the integrated system planning model set out in Appendix B
to the Consultation Paper.
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Energy Networks Australia looks forward to the further consultation on the
development of the underlying regulatory framework with the relevant market bodies
as the Rules and Guidelines are developed later this year.

Should you have any queries on this response please feel free to contact Verity
Watson, vwatson@energynetworks.com.au.

Yours sincerely,
%Co
1

Andrew Dillon

Chief Executive Officer
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1 Energy Networks Australia supports flexibility
on timing for ISP publication - coupled with
transparency

In its December 2018 paper, the ESB recommended that AEMO be required to publish
an updated ISP ‘at least every two years’, with additional updates between plans if
there is a defined material event.!

The ESB is now consulting on whether the timeframe for publication of the ISP should
be mandated in the NER.

The ISP will form a cornerstone for strategic transmission network planning in the
NEM and the springboard from which subsequent RIT-T assessments for major
transmission investments will be progressed. It is therefore important that AEMO has
sufficient time to undertake a rigorous assessment with adequate consultation. On this
basis, Energy Networks Australia is open to a less prescriptive framework that
requires AEMO to publish an ISP at least 2 yearly, but does not consider that
mandating a specific publication date for the ISP in the NER is necessarily desirable. It
is more important for AEMO to have sufficient time to complete the analysis so that it
is fit-for-purpose, and to adequately address issues that are identified in the course of
its preparation, than it is to have an ISP in place by a pre-specified date.

Notwithstanding the desirability of providing flexibility, it is also important to ensure
that there is sufficient transparency for all stakeholders on when an update to the ISP
is expected, given the input and engagement sought from stakeholders as well as the
specific linkages and interdependencies between the ISP and TNSPs’ planning
activities.

In particular:
TNSPs prepare their Transmission Annual Planning Reports (TAPRs) by end-June
on a strict annual timeframe set out in the NER. The TAPRs will build on the
information and assumptions in the ISP whilst also providing an input into
subsequent ISPs; and

TNSPs will need to plan for their PADR activities post-publication of the ISP.

Energy Networks Australia therefore suggests that the NER require AEMO to set out
(and to update as required) its proposed ISP publication timetable as part of its
consultation on the ISP, to provide the required transparency to enable the
coordination of activities by other stakeholders.

The flexibility in relation to the ISP timeframe should also be mirrored in the timeframe
allowed for TNSPs to complete their PADR assessments post-ISP publication. In the
same way that issues can arise during preparation of the ISP, they can also arise
during the PADR assessment and may necessitate more time to ‘get it right’. Given the
substantial investment requirements that are expected to flow from the ISP process,

1ESB Integrated System Plan; Action Plan, December 2018, Recommendation 8.
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Energy Networks Australia considers that it is important to allow sufficient time for
the PADR process, in order to provide assurance to customers that the planning
process has adequately addressed all of the issues raised.

Energy Networks Australia agrees that the NER framework should allow for more
frequent updates to the ISP if required, while the sector is still undergoing significant
transformation.

The ESB proposes that AEMO should be required to issue guidelines on how and
when an update to the ISP would be activated and conducted.? Energy Networks
Australia agrees that the principles for when and how an update to the ISP should be
undertaken should be clearly set out. However, this would be more appropriately
achieved by setting out the principles in the NER, with these then being expanded on
by the AER with any further guidance or requirements in the proposed Cost Benefit
Analysis Guideline. This approach reflects good governance principles as it separates
the body tasked with updating the ISP (AEMO) from the body who determines the
requirements for when such an update should occur (the AER). It is also consistent
with the approach to the requirements for the re-application of the RIT-T, which are
currently set out in the NER and expanded on by the AER in its RIT-T Application
Guidelines.®

In the summary of roles and responsibilities set out in Appendix C of the Consultation
Paper, AEMO is required to update its Inputs and Assumptions report annually. The
Inputs and Assumptions form the basis of the ISP but are also the basis for AEMO’s
other forecasting activities, such as the annual update of the Electricity Statement of
Opportunities.

It is important that the interaction between AEMQO’s annual updates to its Inputs and
Assumptions and the potentially biennial update to the ISP is transparently addressed
in the NER.

For example, the NER should make clear that in circumstances where AEMO’s annual
update of its Inputs and Assumptions occurs while the TNSP is already in the process
of undertaking a RIT-T for a project in a prior ISP:*

AEMO should be required to highlight whether it considers anything within the
updated Input and Assumptions to be a sufficiently material change that warrants
an update of the ISP (consistent with the NER provisions and AER guideline, as
discussed above);

if AEMO determines that the change is not sufficiently material and so will not
result in an update of the ISP, then:

2 This requirement is included as part of the draft Best Practice Forecasting guideline presented
in the Consultation Paper.

3 NER, 5.16.4(z3) and AER RIT-T Application Guidelines 2018, Section 4.5.

4 This could occur, for example, if ISP publication occurs in the few months prior to the annual
Input and Assumptions update.
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