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18 July 2024

Ashwin Raj

Project leader

Australian Energy Market commission
Level 15, 60 Castlereagh Street
Sydney NSW 2000

By AEMC submission portal

Dear Mr Raj

RE: ENHANCING ISP TO SUPPORT THE ENERGY TRANSITION RULE CHANGE REQUEST CONSULTATION PAPER

CitiPower, Powercor and United Energy welcome the opportunity to provide feedback on the Australian Energy
Market Commission (AEMC) consultation paper on the rule change request to improve the quality of the analysis
in the integrated system plan (ISP), and to consider distribution networks in the ISP’s optimal development
pathway for customers. Our business supports the intent of the rule change, which is to improve the robustness
of forecasting through the rapidly evolving energy transition by considering demand-side factors and community
sentiment in the ISP.

ISP modelling should highlight distribution opportunities

We support including demand-side factors into the ISP to support the energy transition and improve the value
customers receive from investments.

We consider the most appropriate way to include distribution-level opportunities in the ISP’s optimal
development pathway is for ISP modelling to quantify the scale and/or scope of opportunities at a transmission
connection point. By quantifying the opportunity, distributors under their ongoing function as distribution
planners could then identify potential solutions consistent with the existing regulatory framework for
distribution (including undertaking regulatory investment tests for distribution).

It is imperative, however, that distributors have an avenue to recover costs for any projects that contribute to
the optimal development pathway. This is particularly important in the instance where AEMO highlights a
distribution opportunity that is economic for distributors to meet, but the relevant investments are not included
in allowed funding in their most recent determination (e.g. due to timing differences between the ISP and
distribution determinations). Without a credible pathway to recover costs, other funding for projects that have
already been deemed efficient by the regulator may need to be re-purposed, which is not in the long-term
interests of customers.

Information requests should first draw on available public information

We support providing information to AEMO that facilitates a more holistic analysis of transmission and
distribution options that would deliver more efficient system outcomes and better value for customers.

The likely information needed to support the ISP’s analysis, however, is beyond what we currently need to plan
and operate our network. For example, the ISP considers multiple scenarios that each have 30-year forecasting
horizons which require sequential iteration to develop. There is a cost to this additional analysis.

As a starting point, therefore, we recommend that where distribution projects that include CER outcomes have
been included in distributors’ regulated allowances (i.e. through the AER’s regulatory determination process),
AEMO should consider these as prevailing projects in its ISP modelling. These projects would have been tested
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by the AER, required to be demonstrably prudent and efficient, and supported by stakeholders. We also publish
export constraint information in our Distribution Annual Planning Reports.

Utilising distribution determinations and other public information is preferable to specific information requests
to minimise reporting costs that are ultimately paid for by customers.

AEMO should also leverage existing stakeholder engagement findings from distributors to incorporate
community sentiment into development of the ISP. This will increase the likelihood of delivering customer
benefits by directly considering customer values, behaviour and preferences in development of the ISP. Our
extensive customer engagement findings and research undertaken as part of our regulatory proposal will
support AEMO to identify outcomes that are valued by communities. Examples of our engagement areas include
customer responses to tariffs, customer value of reliability, flexible product views and customer preferences
towards CER. This information will help facilitate improved analysis of CER outcomes.

Thank you for the opportunity to provide a submission to enhance the ISP to support the energy transition. If
you have any questions regarding this submission or would like to discuss its content, please contact Chris
Gilbert at cgilbert@powercor.com.au

Yours sincerely,

Jeff Anderson
Head of Regulatory Strategy

CitiPower, Powercor and United Energy
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