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Dear Commissioners 9

EnergyAustralia is one of Australia’s largest energy companies with around 2.4 million
electricity and gas accounts across eastern Australia. We also own, operate and contract a
diversified energy generation portfolio across Australia, including coal, gas, battery
storage, demand response, wind and solar assets, with control of over 5,000MW of
generation capacity.

The rule change proposals seek to enhance AEMO’s Integrated System Plan (ISP) by
mandating consideration of demand side and consumer energy resources (CER), the gas
supply chain, and community sentiment towards transmission expansion options. To
support this, the proposed rules would mandate disclosures of assumptions and other data
in the ISP, as well as give information gathering powers to AEMO. The proponent’s view is
that investment decisions flowing from the ISP may be less informed given the relevant
rules do not explicitly require AEMO to consider these factors.

These three topics are important and have the subject of extensive focus in the most
recent ISP consultation. The final 2024 ISP contains additional detailed analysis including
sensitivities relating to CER uptake, various considerations around social licence and the
feasibility of gas-fired generation projections given fuel and pipeline supply constraints. It
is not clear that this has had a material impact on AEMO’s selection of an optimal
development path and importantly the designation of Actionable transmission projects. We
note that the rule change does not propose expanding the ISP’s optimal development path
(ODP) or for the analysis to ‘co-optimise’ CER. The proposed approach to gas would
involve considering cost trade-offs between gas and electricity development opportunities
when determining the ODP. There would be no designation of ‘actionable’ investments in
gas supply. The essence of the rule changes is therefore to expand the ISP’s input
assumptions and potentially other data that would be used in validating its outputs.

Our primary recommendation for the Commission is that it host one or several workshops
with AEMO’s modelling teams and stakeholders with specific interest in adjacent sectors
and in community engagement to work through detailed modelling issues, data
requirements and expectations of improved outcomes. These workshops should reflect on
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AEMO'’s experience in developing the final 2024 ISP which post-dates the rule change
proposals, and the ministerial council’s review of the ISP in 2023.

On some of the specifics in the rule change proposals:

e there appears to be an expectation that projections in AEMO’s Gas Statement of
Opportunities (GSOO) are a best estimate or forecast, whereas arguably they are a
signal for new investment. That new gas supply is forthcoming is AEMO’s working
assumption for the ISP and is open to dispute. During consultation we have also asked
AEMO to consider the commercial feasibility and other impacts of intermittent supply
for gas generation as well as for transport infrastructure. It is not clear that more
integrated “gas market projections” as per the rule change proposal would deliver
more accurate results as they would continue to rest heavily on key assumptions
regarding potential supply sources.

e in addition to volumes, the rule change presupposes that “better” gas price forecasts
can be created by modelling the gas system. In theory this would produce more
granular pricing including shaping costs, but it is not clear whether this would
materially influence development pathways relative to the current practice of using
trends of higher or lower prices over several years or across entire scenarios. In
practice we expect it would be challenging to credibly model the physical and
contractual elements of both commodity and pipeline elements, and in capturing the
short-term price effects of fuel scarcity, including as they arise from weather,
temperature etc.

¢ on the demand side, the proponent notes that AEMO’s projections of CER orchestration
assume necessary policy and market structures are in place, and there is no
requirement on AEMO to articulate these. Hence the recommendation for a ‘statement’
that informs stakeholders of the factors leading to various projections of CER uptake
and usage. Virtually every technology in the ISP’s scenario projections requires scaling
up in ways that are not supported by current policy or market settings. It is not clear
why CER has been singled out in this regard.

e transmission network service providers should be best placed to reflect community
sentiment in the scoping of network solutions, especially route selection and associated
costs e.g. landowner compensation or other benefit sharing. This should be reflected in
AEMO’s Inputs Assumptions and Scenarios Report and Transmission Expansion Options
Report as standard practice under the current rule requirements.

Generally the rule change proposals imply that a more accurate set of ISP scenario
projections exist, subject to AEMO’s ability to obtain more information and expand its
analysis into more detail. In our view, a significant number of stakeholders place too much
emphasis on the ISP’s projections, exclusively quote its Step Change Scenario, and ignore
the inherent uncertainty in AEMO’s modelling exercises. The Commission should carefully
reflect on this uncertainty when exploring the net benefit of increasing the ISP’s scope and
data inputs.

We otherwise support the Commission exploring whether AEMO needs to be compelled to
make improvements to its analysis via additional rule prescription. Mandating certain
requirements could, however, clash with instances where AEMO faces resourcing or
computational limitations to gathering and processing large volumes of new data.

The ISP is already a significant undertaking. Every new assumption introduced would need
to be validated and subject to feedback by stakeholders (noting AEMO received 220



written submissions in developing the 2024 ISP). Pursuing enhancements to the ISP could
consume considerable resources, which AEMO could otherwise spend on pursuing actual
market development and other activities that enable the transition.

The proposed rule changes otherwise raise interesting tangential issues that could have a
real impact on investment and consumer outcomes rather than just improving the ISP:

e whether there is a role for AEMO in identifying critical investments in new gas
infrastructure as part of an integrated least cost pathway, which are then ‘designated’
for further policy or regulatory support. The recent GSOO identified several candidate
supply sources to address near term shortfalls and it is arguable that these will be
delivered by market forces alone.

e whether distribution network service providers currently publish sufficient demand and
network data in annual planning reports, or elsewhere and with higher frequency, that
enables third parties and aggregators to develop contestable solutions involving CER
orchestration and other demand side opportunities.

If you would like to discuss this submission, please contact me on 03 9060 0612 or
Lawrence.irlam@energyaustralia.com.au.

Regards

Lawrence Irlam
Regulatory Affairs Lead



