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Key messages

Energy Networks Australia supports the general framework set out in the draft
Rules for actionable Integrated System Plan (ISP) projects as a pragmatic
approach to progressing the key transmission investments necessary to
underpin the energy market transition and ensure reliable and affordable
electricity supply to consumers. Transmission Network Service Providers
(TNSPs) will remain accountable for making the investment decisions.

However, Energy Networks Australia does have some specific concerns with
the proposed Rules, and has outlined a number of concerns and opportunities
to improve and refine the rules below, along with suggested drafting revisions.
Notwithstanding these proposed arrangements,

It will be important for Australian Energy Market Operator (AEMO) and TNSPs
to work closely together across all stages of the combined ISP/Regulatory
Investment Test - Transmission (RIT-T) processes, to maximise the
opportunities for the framework to work well in practice and for the outcomes
of the ISP to be effectively progressed through the RIT-T stages.

Energy Networks Australia supports the role envisaged for the ISP in replacing
the current first-stage of the RIT-T process (the Project Specification
Consultation Report) and the confirmation that TNSPs should be able to rely
on the ISP assumptions and analysis in progressing their RIT-Ts (unless there
are demonstrable reasons to vary from these assumptions).
Energy Networks Australia also supports the removal of the Australian
Energy Regulator (AER) 5.16.6. determination process and the Australian
Energy Market Commission’s (AEMC’s) Last Resort Planning power, as well
as the more focussed dispute process for both the ISP and subsequent RIT-
Ts. These changes will result in a more streamlined and timely process for
progressing key transmission investments.
Consistent with the central role of the ISP in the draft Rules, it is important that
the approaches and assumptions adopted by AEMO in identifying the ISP
optimal development path are transparent and tested through effective
engagement with stakeholders, including consumers who ultimately are the
beneficiaries of the plan and also bear the costs and risks associated with the
investments. Energy Networks Australia supports requirements being set out
in both the Rules and the AER ISP Guidelines to ensure full and effective
consultation is undertaken for future ISPs.

For a given need, the assessment framework within which AEMO identifies the
optimal network development path needs to be mirrored in the provisions for
the TNSPs’ RIT-T assessments for actionable ISP projects, in order for the end-
to-end assessment between the ISP and the RIT-T to be consistent and
provide consumers with confidence that the process has robustly identified
the optimal investment.

Energy Networks Australia suggests this is included as a principle in the

Rules which then needs to be reflected in the AER’s Cost Benefit Analysis

(CBA) guideline.
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Energy Networks Australia notes that the AER Issues Paper on the ISP
guidelines raises the prospect of inconsistency in the ISP and RIT-T
approaches. Energy Networks Australia has responded to this issue in its
separate submission on the AER’s Issues Paper.
It is important that the Rules provide for reasonable cost recovery for material
costs incurred by TNSPs who are required to progress both RIT-T assessments
and preparatory works as determined by AEMO in the ISP, which are then
subsequently deferred or halted as a consequence of new information (or
resolution of an ISP dispute) leading to an ISP update or new ISP.

Energy Networks Australia considers the reallocation of the costs of AEMO’s
National Transmission Planner (NTP) functions to TNSPs is not required under
the ‘reflective of involvement’ criterion but it does create significant costs that
consumers will ultimately fund, without delivering any material benefits for
consumers. Hence this change should not proceed.

If AEMO costs are reallocated to TNSPs this must be coupled with a specific
cost pass-through mechanism in the Rules that ensures that TNSPs are able to
recover the actual costs that are imposed on them (which are outside of
TNSPs’ control), as well as transparency and accountability arrangements that
ensure that the costs incurred by AEMO are prudent and efficient.

Whilst supporting the proposed automatic contingent project provisions
relating to actionable ISP projects, Energy Networks Australia suggests that:

if the option is the same as the candidate actionable ISP option and the cost
is within a specified range from that in the ISP, then the written advice
required from AEMO should be limited to confirmation that this is the case,
with no application of the feedback loop.

if the option differs from the ISP candidate option or if the costs are more
than the specified range, then AEMQO’s ‘feed-back loop’ assessment should
be based on re-running the ISP model, rather than on any broader
considerations by AEMO on the preferred option. TNSPs must retain the
ability to identify the appropriate technical solution via the RIT-T to meet
the obligations they face.

Finally, Energy Networks Australia has also proposed changes to ensure the
proposed treatment of contingent projects which span more than one
regulatory period remains consistent with incentives under the Capital
Expenditure Sharing Scheme (CESS).

Overview

Energy Networks Australia is the national industry body representing Australia’s
electricity transmission and distribution and gas distribution networks. Our members
provide more than 16 million electricity and gas connections to almost every home
and business across Australia.

Energy Networks Australia supports the general framework set out in the draft Rules
for actionable ISP projects as a pragmatic approach to progressing the key
transmission investments necessary to underpin the energy market transition and
continue to ensure reliable electricity supply to consumers. This includes the proposal
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that the ISP replace the current ‘first stage’ in the RIT-T process (the Project
Specification Consultation Report).

However, Energy Networks Australia does have some specific concerns with the
proposed Rules and has outlined a number of opportunities to improve and refine the
rules below and with suggested drafting revisions.

Energy Networks Australia has summarised its key concerns within this submission
and provided a mark-up to the draft Rules that addresses the points raised. Energy
Networks Australia welcomes continued engagement with the Energy Security Board
(ESB) and its Transmission Working Group as these ISP Rules are progressed to
ensure a robust framework is in place by mid-2020.

Within the framework set out in the draft Rules it will be important for AEMO and
TNSPs to work closely together at all stages of the combined ISP-RIT-T processes, to
maximise the opportunities for the framework to work well in practice and for the
outcomes of the ISP to be effectively progressed through the RIT-T stage.

TNSP planning activities will remain substantial and has increased in complexity, as
well as having interdependencies with AEMO’s functions. As a consequence, Energy
Networks Australia considers that as well as highlighting obligations on TNSPs to
coordinate with AEMQO’s ISP process, the Rules should also clearly set out AEMO’s
obligations to coordinate with TNSPs on their RIT-T and regional planning processes.
This includes:

a requirement on AEMO to consult with TNSPs prior to publishing (or updating)
its ISP timetable, so that the timing of interactions between the ISP and local
planning activities can be taken into account;

a requirement on AEMO to take into account TNSPs’ Transmission Annual
Planning Reports (TAPRSs) in formulating the ISP;

a requirement on AEMO to base the estimate of ISP project costs on those
provided by TNSPs, unless they have a valid reason to diverge; and

a requirement on AEMO to run modelling where requested by TNSPs for their
RIT-T assessments.

Energy Networks Australia also suggests that the list of obligations on TNSPs be

expanded to include a requirement on TNSPs to identify the || GccINNENGGEGE
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