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18 July 2024

Ms Anna Collyer
Chair
Australian Energy Market Commission

Project Reference Code: ERC0395

Dear Ms Collyer,

Enhancing the Integrated System Plan to Support the Energy Transition —
Consultation Paper

Ergon Energy Corporation Limited (Ergon Energy) and Energex Limited (Energex), both
distribution network service providers (DNSPs) operating in Queensland, welcome the
opportunity to provide comment to the Australian Energy Market Commission (AEMC) in
response to its consultation paper on Enhancing the Integrated System Plan (ISP) to
Support the Energy Transition.

Ergon Energy and Energex agree that coordinated consumer energy resources (CER)
and distributed energy resources (DER) represent a significant opportunity for the energy
transition and could deliver benefits to customers through a lower whole-of-system cost
pathway. However, we note that the coordination of CER has challenges, for example
social licence, community engagement, new data and systems capabilities, ongoing
changes to laws and rules, the multiple entities involved (e.g., technology installers,
retailers, networks) and ensuring the continued safe and secure operation of the
distribution networks. To overcome these challenges, increased and ongoing
collaboration and cooperation between Australian Energy Market Operator (AEMO) and
DNSPs is required.

We recognise that CER is a critical building block for the future system, and that the ISP
represents an important industry planning tool. Distribution networks are complex and
will become more so. DNSPs are best placed to manage this complexity.

The 2024 ISP clearly states that if consumer energy resources are well coordinated, they
help deliver reliable and secure energy, offset the need for grid-scale investment, and
reduce costs for consumers as well as energy sector emissions. The ISP assumes
upgrades and other investments needed to enable distribution networks and their
operation will occur through other mechanisms, ultimately facilitating forecasted levels
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of consumer energy resources and their coordination. While outside the scope of this
consultation process, we note that the existing regulatory framework provides limited
ability for DNSPs to invest to deliver or enable ISP outcomes such as CER orchestration
and electric vehicle or solar hosting capacity. This position is at odds with transmission
network service providers which can use an ISP linked regulatory process. Ergon Energy
and Energex provide the following feedback in response to the questions posed by the
AEMC in the consultation paper. This submission does not contain any confidential
information.

Question 6 — Should AEMO be required to expand consideration of CER and DER in the
ISP?

(@) Should the ISP’s analysis include greater consideration of the assumptions and
contingent factors underpinning the expected development of CER and DER? Why
or why not?

Ergon Energy and Energex are supportive of the ISP’s analysis including greater
consideration of the assumptions and contingent factors underpinning the expected
development of CER and DER. This should include:

e Consideration of the potential policy settings/incentives needed to achieve the
expected development of CER and DER.

¢ Consideration of the potential risks that may hinder such achievement.

e Customer uptake and participation in CER and DER.

However, we would not be supportive of the introduction of any new responsibilities for
AEMO in the distribution planning process beyond recommendations of net distribution
network capacity at the transmission bulk supply point. Modelling impacts of CER and
DER on the distribution network is complex and DNSPs are best placed to undertake
detailed network planning activities as they do today.

As a result, we strongly recommend ongoing consultation and co-operation with DNSPs
and Energy Networks Australia to assist AEMO in understanding the complexities
involved when considering future CER and DER development.

(b) Do you agree that AEMO is currently constrained in its ability to access relevant
information about distribution network hosting capacity and relevant CER forecasts
from DNSPs?

Ergon Energy and Energex do not agree with the premise that AEMO is currently
constrained in its ability to access relevant information about distribution network hosting
capacity and relevant CER forecasts from DNSPs.

It is our view that the forecasts published in DNSPs distribution annual planning reports
contain enough granularity to inform relevant CER forecasts at a regional level.
Additionally, we note:
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e DNSPs provide generation constraint data through export services reporting to
the Australian Energy Regulator (AER).!

e In accordance with NER Clause 3.7D and the demand side participation
Information Guidelines, DNSPs provide demand side participation information to
AEMO annually.

¢ DNSPs have the ability, through planning frameworks, to address constraints
(both export and load) in short to medium timeframes where appropriately
justified. As such, extrapolating existing or expected constraints into the distant
future may not be accurate.

e AEMO may wish to review the export services network performance reports
provided to the AER. These reports cover relevant aspects associated with CER
and DER including information relating to export customer numbers, export limits
and export services related expenditure.

e Retrieving and analysing distribution network data to forecast the development
of CER is very complex. The provision of demand side information by DNSPs is
dependent on various factors including the offering and uptake of tariffs to
customers and detailed CER static data and measurement data from across the
distribution networks.

e Customer participation in demand side response can also depend on the role of
retailers and it is unclear whether AEMO proposes to seek information from the
retail sector (e.g., virtual power plant uptake and performance data)

o We are of the view that AEMO should consult individually with DNSPs in relation
to the analysis of distribution network constraints associated with orchestrated
CERs.

Question 8 — What are your views on the costs and benefits of the proposed solution?

(b) What are the costs DNSPs might incur in complying with requirements to provide
further information? Do the benefits outweigh the costs? Should DNSPs be required
to provide further information in their DAPRs or elsewhere?

Ergon Energy and Energex are of the view that complying with requirements to provide
further information could incur the following costs:

e Complying with requirements to provide AEMO with further information, including
analysis and modelling, may require additional dedicated skilled human along
with specific technical (for example, data processing) and administrative
resources. This would increase DNSP workforce costs.

e DNSPs go through an extensive exercise every 5 years to prepare regulatory
proposals. Given that the ISP is published every 2 years, it could potentially
double the efforts required to retrieve and analyse relevant distribution network
data.

1 https://www.aer.gov.au/industry/registers/resources/reviews/incentivising-and-measuring-export-services-
performance/final-decision
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e DNSPs may incur costs associated with collecting the required information if not
already collected (for example static EVSE data). Costs may be incurred to set
up appropriate digital platforms to collect, consolidate and provide the data to
AEMO.

e Asis typical of most distribution networks, low voltage network visibility is limited.
Increasing visibility without clear justification to do so may involve significant
additional costs that are passed on to consumers.

Question 9 — Are there important implementation considerations for the demand-side
rule change request?

(c) If adopted, should the development of guidelines be subject to the Rules
Consultation Procedures under NER Rule 8.9?

The development of guidelines should be subject to the Rules Consultation Procedures
under Rule 8.9 of the National Electricity Rules. It is our view that the consultation must
be genuinely collaborative with DNSPs.

Should the AEMC require additional information or wish to discuss any aspect of this
submission, please contact either myself, or Mark Simpson on 0467 837 450.

Yours sincerely,

Alena Chrismas
Manager Regulatory Affairs

Telephone: 0429 394 855
Email: alena.chrismas@energyg.com.au
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