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Summary

1

The Commission has made final electricity and gas rules (final rules) that better integrates gas
into the Integrated System Plan (ISP). The final determination also highlights the importance of
improving the consideration of community sentiment using existing provisions in the national
electricity rules. This is in response to two rule change requests submitted by the Minister for
Energy and Climate Change, which sought to enhance the consideration of gas and community
sentiment in the ISP. The two rule changes were:

Better integrating gas into the ISP
Better integrating community sentiment into the ISP.

We consolidated these two rule change requests into one rule change process- better integration
of gas and community sentiment into the ISP.

Our final rules amend several provisions in the National Electricity Rules (NER) and the National
Gas Rules (NGR) that would require the Australian Energy Market Operator (AEMO) to expand its
analysis of gas in the ISP and enable it to access information provided to it under the NGR for its
national transmission planner (NTP) function. This aligns with the rule change requests, which
stemmed from recommendations from the Energy and Climate Change Ministerial Council’s
(ECMC's) review of the ISP. The final rules will improve the reliability of the analysis underpinning
the optimal development path (ODP) and enhance transparency of the assumptions and
projections that AEMO is using in its analysis.

We have made no specific rules amendments relating to better integrating community sentiment
into the ISP in the final rules as we consider the NER is sufficiently flexible to enable this without
rule amendments.

The ISP is a critical planning document that guides investment in electricity infrastructure to meet
energy demand in the National Electricity Market (NEM) and to meet Australia’s emissions
reduction targets. The ISP is also an essential source of data, informing both investment in utility
scale generation and storage and policy decisions that will influence the transition to net zero. As
such, it is vital that the assumptions and analysis underpinning the ISP are as robust as possible
and transparent so that the outputs of the ISP and the decisions that rely on it are well-informed.

The final gas rule allows AEMO to access, use and disclose information collected under the NGR
for ISP modelling and publication, subject to confidentiality provisions. The final electricity rule
requires AEMO to include more information about its gas analysis in the ISP through gas
development projections and related information. The final gas and electricity rules will support
more comprehensive gas analysis within the ISP, enabling a more accurate and reliable ODP and
assisting AEMO in determining the lowest cost electricity infrastructure investment for
consumers.

The final rules will come into effect immediately on 19 December 2024.

The final rules will support a more robust ISP and a more accurate and

reliable ODP

8 The final rules expand the analysis of gas market information considered by AEMO in its
modelling for the ISP.

9 Our final electricity rule requires AEMO to include gas development projections in the ISP.

10 The gas development projections would be the projections relating to the gas used by AEMO as
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inputs, assumptions or scenarios in the development of the ISP and may include projections of:

demand for and availability of supply of gas
prices for gas
capacity and utilisation of gas facilities.

This addresses the issue raised in the rule change request that the there was a gap in the gas
information that AEMO currently considers as part of its analysis in the ISP.

The final electricity rule provides AEMO with the discretion to consider one or more covered gases
(such as natural gas, biomethane, hydrogen or a blend of these). This means it can choose to
consider natural gas, or it can choose to consider one of the different covered gases.

Our final gas rule authorises AEMO to use and disclose information collected under the NGR to
fulfil its NTP functions in the NER. These functions include the modelling for and publication of the
ISP. This addresses the issue raised in the rule change request that there was uncertainty around
whether AEMO could access information provided to it under the NGR for its functions under the
NER, including in the development of the ISP.

By allowing access to gas information already collected under the NGR, the administrative burden
on gas market participants is reduced, ensuring there are no new requests for information. Using
gas information available under the NGR improves alignment of inputs between key gas
publications such as the Gas Statement of Opportunities (GS00) and the ISP.

The final gas rule also requires confidentiality of gas information to be maintained.

We have not made any amendments in the final rule specific to community

sentiment

16 We have not made any amendments specific to community sentiment in the final rule.

17 The NER is sufficiently flexible to enable AEMO to enhance its consideration of community
sentiment. Clause 5.22.10(a)(5) of the NER already allows community sentiment to be an input
into credible options in the ISP. For example, community sentiment may be an input to credible
options, captured under the current clause.

18 Transmission network service providers (TNSPs) and AEMO can share community sentiment
information under the existing joint planning provisions outlined in clause 5.14.4 of the NER. This
clause can be utilised to share this information if this is not already occurring.

19 Consistent with the policy position put forward in the draft determination, that was subsequently

supported by stakeholder submissions, we recommend that the AER and AEMO review relevant
guidelines and subordinate instruments to confirm that there are no barriers to AEMO enhancing
its consideration of community sentiment information and local sensitivities in the ISP.

The Commission has considered stakeholder feedback in making its final
decision

20

21

Stakeholder input and feedback helped shape our final determination and the final rules. There
was strong and consistent support for improving the analysis underpinning the ISP, ensuring that
decisions could be made using the best available gas and community sentiment information.

There was broad support from stakeholders for the final rules with stakeholders emphasising the
importance of including accurate gas assumptions in the ISP and in leveraging existing gas
information collected under the NGR.
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Some stakeholders expressed concerns that the gas information included in previous ISPs has
not been an accurate representation of gas demand and pricing in submissions to the
consultation paper. Some also highlighted the differences in gas market information between the
ISP and GSOO, suggesting there were opportunities for improved alignments between these
documents.

Gas market participants expressed concerns around ensuring that the confidentiality of gas
information is maintained in submissions to the consultation paper. The gas market includes
many bilateral arrangements which may reveal commercially sensitive information if disclosed.
We have included confidentiality provisions in the final gas rules to address this concern.

Some stakeholders suggested that the rule change is an opportunity to have the most cost
effective ODP, if the rules allow for the co-optimisation of electricity and gas. The final rule does
not include an ODP for gas or propose that AEMO develop policy positions on gas developments.
The rule change requests sought to improve the analysis in the ISP to inform electricity
investments.

Stakeholder input also helped shape our decision not to include any NER amendments in the final
rule in relation to the community sentiment rule change request. There was broad support for
community sentiment to be considered in the ISP, and stakeholders were mostly supportive of the
Commissions'’s view that the current rules allow AEMO to consider community sentiment and
seek information on community sentiment from transmission network service providers.

We assessed our final rules against four assessment criteria

26

27

1

The Commission has considered the NEO and NGO' and the issues raised in the rule change
request and assessed the final rule against four assessment criteria outlined below. We gathered
stakeholder feedback and undertook regulatory impact analysis in relation to these criteria.

The final rules will better contribute to achieving the NEO and NGO by:

Supporting safety, security and reliability - the final rules will improve the quality of modelling
within the ISP, enabling more informed decision-making and a more accurate and reliable ODP.
This will support the transition to net zero while delivering reliable and secure power by
seeking to ensure resource adequacy at the lowest cost.

Supporting market efficiency - the final rules will improve confidence and certainty in
decisions about planning and investing in the electricity system by strengthening and
deepening available information and analysis on gas pricing, capacity and availability,
particularly in relation to gas powered generation. It will improve transparency and consistency
through increased alignment of gas information across publications and will provide
stakeholders with certainty on the appropriate set of information to consider.

Taking into account implementation considerations - the final rules will balance the need for
improved analysis with the cost and administrative burden on stakeholders. Leveraging
available information and processes in relation to gas and community sentiment balances
improvements to the ISP with additional costs. It will also provide clear roles and
responsibilities for market participants.

Promoting principles of good regulatory practice - the final rules will improve confidence in
the robustness of the ISP process and the ODP. It will improve simplicity and transparency, and
enable improved alignment between gas analysis modelled and published in the GSOO and the

Section 7 of the NEL and Section 23 of the NGL
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ISP. The final rules strike the appropriate balance between principles and prescription in the

rules.

The final rules will come into effect immediately

28 The final rules will come into effect on the date of publication of this final determination on 19
December 2024. Immediate implementation is important to ensure that AEMO can utilise gas
information provided to it under the NGR in the development of the 2026 ISP.

29 The rules allow for the AER and AEMO to review relevant guidelines to determine any changes
required to those documents by 19 December 2025. The final electricity rule includes a transitional

provision to allow AEMO to count consultation on the ISP methodology that occurs from the date

of the draft determination (26 September 2024) towards the consultation requirements in the final

rule.

We have made some minor amendments to the final rule from the draft to

improve clarity

30 We have made a series of minor amendments to our rule drafting from draft to final that are
aligned to our policy and help improve clarity on the policy intent and how the rules should be

interpreted and applied.

31 The table 1 below provides a summary of the minor amendments to the rules.

Table 1: Minor amendments to rules

Theme

Amendments

Gas development
projections clarifications of
policy intent

Minor amendments to the rule to reflect that the underpinning data
and assumptions are required to be included in the IASR. The gas
development projections will be included in the ISP.

Minor wording amendment to reference the “period of development
of the power system” to which the ISP relates. This supports clarity
and consistency as to the period the gas development projections
are to cover.

Gas industry publication
reference date for bulletin
board information

Minor amendments to allow AEMO more flexibility to determine the
cut-off date for the gas bulletin board information that AEMO would
utilise for the gas development projections.

Consultation on ISP
methodology

Minor amendment to allow the consultation that AEMO has
undertaken since publication of the draft rule on its ISP
methodology to be counted towards the consultation requirements
in the final rule. This reduces burden for stakeholders and will
improve efficiency.

Allowing AEMO to access
other similar information
obtained under the NGR

Amendment to allow the gas information collected by AEMO under
Division 2 of Part 27 of the NGR (East Coast Gas System functions)
to be used for electricity analysis in developing the ISP. This is
consistent with the policy intent of the rules as it accesses gas
information already collected by AEMO.
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There is a related rule change process focused on demand-side factors

32 This final determination covers two of three rule change requests submitted by the rule change
proponent that are intended to give effect to recommendations resulting from the ISP review. The
other rule change request is Improving consideration of demand-side factors in the ISP.

33 The Commission also published a final rule determination on the Improving consideration of
demand-side factors in the ISP rule change request on 19 December 2024.
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The Commission has made a final determination

This final determination is to make electricity and gas final rules (final rules) in response to two
rule change requests submitted by the Minister for Climate Change and Energy seeking to better
integrate gas and community sentiment into the integrated system plan (ISP). The rule changes
improve the analysis the Australian Energy Market Operator (AEMO) undertakes in preparing the
ISP to ensure the ISP remains fit-for-purpose in an environment of a rapidly transforming energy
sector. The two rule changes are:

Better integrating gas into the ISP
Better integrating community sentiment into the ISP.

We consolidated these two rule change requests into one rule change process- better integration
of gas and community sentiment into the ISP.

The final determination and final rules seek to address gaps the rule change proponent considers
are creating uncertainty around the required depth of gas analysis to be undertaken by AEMO in
preparing the ISP, and whether AEMO is able to access gas information provided to it under the
National Gas Rules (NGR) to inform the ISP. The final rules do not include specific amendments
relating to community sentiment as the existing rules enable an improved consideration of
community sentiment to be facilitated without amendments being required.

Our final rules will result in a more robust ISP and a more accurate and
reliable ODP

Our final rules improve the gas inputs into the ISP to make it more robust and to better inform the
electricity investment required in the ISP. The final electricity rule supports this outcome by
requiring AEMO to expand and deepen its gas analysis in the ISP. The final gas rule provides
certainty to AEMO and stakeholders that AEMO is able to access, use and disclose gas
information collected under the NGR for the purpose of fulfilling its national transmission planner
(NTP) functions, including the development of the ISP. Specifically the final rules do this by:

amending the National Electricity Rules (NER) to require AEMO to include gas development
projections in the ISP which would provide rigour and clarity around the gas analysis that
informs the ISP

amending the NGR to allow AEMO to access gas information AEMO collects under the NGR
and use it as an input for analysis in the ISP

amending the NGR to ensure confidentiality protections for the gas information.
See chapter 3 for more details on how the final rules better integrate gas into the ISP.

Community sentiment is an important consideration for the ISP. The final rules do not include
amendments relating to community sentiment. The Commission does not consider it is necessary
to amend the NER to explicitly require AEMO to increase its consideration of community
sentiment in the ISP or for transmission network service providers (TNSPs) to be explicitly
required to provide information related to community sentiment and sensitivities. This can already
be carried out under the existing rules.

The final determination recommends that the existing ISP development provisions and the joint
planning provisions in the NER be utilised to facilitate the sharing of community sentiment
information between AEMO and TNSPs and for AEMO to include community sentiment
information in the ISP. The final determination also recommends that the Australian Energy
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Regulator (AER) and AEMO review their relevant guidelines and subordinate instruments to ensure
there are no barriers to the sharing of that information. See chapter 4 for more details.

Stakeholder feedback supporting improved analysis in the ISP shaped
our determination

Stakeholder input and feedback helped to shape our final determination. We obtained well
considered feedback to our consultation paper and draft determination via written submissions
and held multiple bilateral and multilateral discussions with a range of stakeholders that brought
further depth to our understanding of the issues relating to the two rule change requests.

There was strong and consistent support from the vast majority of stakeholders for improving the
analysis of gas and community sentiment underpinning the ISP to support more robust and
reliable modelling.? In particular stakeholders supported:

enhancing gas analysis in the ISP to provide a more accurate picture of gas demand and
pricing that is aligned with other gas documents such as the Gas Statement of Opportunities
(GS00)

ensuring that confidentiality provisions for the gas information being used by AEMO for the
ISP analysis are appropriate

leveraging available gas market information to reduce the administrative burden that would
result from new information requests

enhancing consideration of community sentiment in the ISP, with stakeholders broadly
supportive of the importance of community sentiment, acknowledging that the existing rules
allow for community sentiment to be considered.

Our final rules take these views into account. They require AEMO to develop gas development
projections to improve the gas analysis in the ISP, allow AEMO to utilise information provided to it
under the NGR without requiring the provision of new information, and protect confidentiality of
information.

Engagement with stakeholders was important in informing our final determination and
determining where more preferable rules may be appropriate. We engaged with gas producers and
operators to develop a better understanding of confidentiality issues around commercially
sensitive information. This resulted in confidentiality provisions being included in the final rule.
Input from AEMO supported our understanding of the differences and similarities between the
GSO0Q, gas bulletin board (GBB) and the gas development projections.

One stakeholder considered that the rules should go further and require AEMO to undertake co-
optimisation between gas and electricity investments.® This position was not adopted as the
intent of the rule change is to improve the ISP analysis to optimise investment in the electricity
network, not the gas system. In bilateral discussions some gas producers suggested that the ISP
should be performing both a modelling role and policy role and it could be used to drive policy
decisions. This was not adopted in the final rule as the ISP is a planning document for the efficient
development of the power system.

2 Submissions to the draft determination: Australian Energy Market Operator (AEMO), p.2; Australian Energy Regulator (AER), p.1; APA group (APA), p.1;
ATCO, p.1; Clean Energy Council (CEC), p.1; Clean Energy Investor Group (CEIG), p.2; Origin, p.1. Submissions to the consultation paper: Australian
Conservation Foundation (ACF), p.2; AEMO, p.2; Australian Energy Producers (AEP), p.1; AER, p.1; APA, p.1; Australian Pipelines and Gas Association
(APGA), p.2; ATCO, p.1; CEC, p.1; CEIG, p.1; Centre for Independent Studies (CIS), p.1; CS Energy, p.1; David Close, p.2; Energy Users Association
Australia (EUAA), p.1; Evoenergy, p.1; Institute for Energy Economics and Financial Analysis (IEEFA), p.3; Justice and Equity Centre (JEC), p.1; Origin,
p.1; Shell, p.1; Snowy Hydro, p.2; Transgrid, p.2.

3 Submissions to the draft determination: ATCO, p.2.
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We have made a series of minor amendments to our rule drafting from draft to final that are
aligned to our policy and help improve clarity on the policy intent and how the rules should be
interpreted and applied. These changes are a result of feedback from AEMO to the draft
determination.* These minor amendments were outlined in table 1.

The Commission’s decision not to include rule amendments on community sentiment in the final
rule was also influenced by stakeholder feedback. Stakeholders generally supported enhanced
analysis of community sentiment information in the ISP, noting its importance in project planning,
development and delivery. They were supportive that no rule amendments were required, but
reiterated the importance of community sentiment being considered. Stakeholders supported the
position put forward in the draft determination, suggesting that a review of the guidelines would
be appropriate to determine whether any actions need to be taken to more clearly highlight the
importance of considering community sentiment.®

For more detailed information on stakeholder feedback see chapters 3 and 4.

Our final determination will support the energy transition and better
investment decisions for the electricity network

The ISP is a critical planning document that guides investment in electricity infrastructure to meet
power system needs and to support Australia’s emissions reduction targets. As such, it is
important that the assumptions and analysis underpinning the ISP are as robust as possible so
that the outputs of the ISP, and the decisions that rely on it, are well-informed.

The Energy and Climate Change Ministerial Council (ECMC) conducted a review of the ISP to
consider whether the scope and function of the ISP was fit-for-purpose to support the energy
transition. The review concluded that there are opportunities to improve the ISP by enhancing
AEMO'’s consideration of factors critical to the energy transition.

Our final rules and determination directly respond to two of the recommendations from this
review. They consider how gas and community sentiment can be better integrated into the ISP to
enhance modelling and deliver a more robust and reliable ISP to guide decision-making for
investment into the NEM for the benefit of electricity consumers.

Gas (including renewable gases and hydrogen) will be an important energy source as we transition
to low-emission energy sources, with gas powered generation (GPG) a key part of the electricity
system. GPG will be a source of electricity system stability and reliability and support electricity
supply requirements. The final rules will improve consideration of gas and provide clarity in
relation to AEMO'’s ability to use particular gas market information for purposes outside of the
NGR so the gas analysis in the ISP can be improved. Our final rules provide explicit authority to
AEMO to access, use and disclose gas market information collected under the NGR for the
purpose of fulfilling its National Transmission Planning (NTP) functions under the NER.

The Commission considers that the final rules will support a more robust and reliable ISP, driving
better decision-making for electricity investments which would support better outcomes for
consumers and help to ensure the ISP is fit-for-purpose for the energy transition. The final rules
intersect with the third rule change request submitted by the Minister for Climate Change and
Energy that seeks to improve consideration of demand-side factors in the ISP. The Commission
undertook a concurrent rule change process for that rule change, with the final determination and
final rule also published today.

4 Submission to the draft determination: AEMO, p.2.
5 Submission to the draft determination: CEIG, p. 2; CEC, p.2; Origin, p.1.
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2  The rule will contribute to the energy objectives

The final rules promote the energy objectives by removing barriers to AEMO utilising gas
information provided to it under the NGR to improve the accuracy of gas information used as an
input to the ISP. Improved gas analysis resulting from AEMO developing gas development
projections from both this information and information available from other sources will improve
the robustness of the electricity optimal development path (ODP). This will support the safety,
security and reliability of the electricity system and improve confidence in planning and
investment decisions to ensure efficient electricity investment. The final rules also support gas
consumers by leveraging available gas information to reduce costs and administrative burden for
gas participants. Improved accuracy of gas information in the ISP will also result in more accurate
investment signals for gas investments to facilitate GPG.

2.1 The Commission must act in the long-term interests of energy
consumers

The Commission can only make a rule if it is satisfied that the rule will or is likely to contribute to
the achievement of the relevant energy objectives.®

For this rule change, the relevant energy objective(s) is/are the NEO and NGO:
The NEO is?’

to promote efficient investment in, and efficient operation and use of, electricity services for
the long term interests of consumers of electricity with respect to—

(a) price, quality, safety, reliability and security of supply of electricity; and
(b) the reliability, safety and security of the national electricity system; and
(c) the achievement of targets set by a participating jurisdiction—
(i) forreducing Australia’s greenhouse gas emissions; or
(ii) that are likely to contribute to reducing Australia’s greenhouse gas
emissions.
The NGO is:®

to promote efficient investment in, and efficient operation and use of, natural gas services
for the long term interests of consumers of natural gas with respect to—

(a) price, safety, reliability and security of supply of natural gas; and
(b) the achievement of targets set by a participating jurisdiction—
(i) forreducing Australia’s greenhouse gas emissions; or

(ii) that are likely to contribute to reducing Australia’s greenhouse gas
emissions.

6  Section 88(1) of the NEL and 291(1) of the NGL.
7  Section 7 of the NEL.
8  Section 23 of the NGL.
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The targets statement, available on the AEMC website, lists the emissions reduction targets to be
considered, as a minimum, in having regard to the NEO and NGO.°

We must also take these factors into account
We have considered whether to make a more preferable rule

The Commission may make a rule that is different, including materially different, to a proposed
rule (a more preferable rule) if it is satisfied that, having regard to the issue or issues raised in the
rule change request, the more preferable rule is likely to better contribute to the achievement of
the NEO and NGO."

For this rule change, the Commission has made more preferable final rules. The reasons are set
out in section 2.3 below and discussed further in chapters 3 and 4.

We have considered how the electricity rule will apply in the Northern Territory

The NER, as amended from time to time, apply in the Northern Territory, subject to derogations set
out in regulations made under the Northern Territory legislation adopting the NEL."" Under those
regulations, only certain parts of the NER have been adopted in the Northern Territory.” The
electricity rule relates to parts of the NER that currently do not apply in the Northern Territory, or
have no practical application in the Northern Territory. As such, the Commission has not assessed
the rule against the additional elements required by the Northern Territory legislation.

See Appendix C for more detail on the legal requirements for our decision.

We have considered how the gas rule will apply in Western Australia

In developing the final gas rule, the Commission has considered how it should apply to Western
Australia.

The versions of the NGL and NGR that apply in Western Australia differ from the NGL and NGR as
they apply in other participating jurisdiction and are separate laws.” The current rule change
request was only made under the NGL as it applies in the other participating jurisdictions, since
the amendments to the NGR are consequential to changes being made to the ISP framework
under the final electricity rule, which does not apply in Western Australia. Accordingly, the
Commission'’s final determination will not apply to the NGR that applies in Western Australia.

See Appendix C for more detail on the legal requirements for a decision.

How we have applied the legal framework to our decision

The Commission considered how to address the opportunity to improve the ISP and its outputs to
better meet the objectives of the ISP by improving consideration of gas and community sentiment
against the legal framework.

9 Section [32A(5) of the NEL]/[224A(5) of the NERL]/[72A(5) of the NGL].

10  Section 91A of the NEL and 296 of the NGL.

11 The regulations under the NT Act are the National Electricity (Northern Territory) (National Uniform Legislation) (Modifications) Regulations.
12 The version of the NER that applies in the Northern Territory is available on the AEMC website

13 Under the National Gas Access (WA) Act 2009 (WA Gas Act), a modified version of the NGL, known as the National Gas Access (Western Australia)
Law (WA Gas Law), was adopted. Under the WA Gas Law, the National Gas Rules applying in Western Australia are version 1 of the uniform NGR as
amended by the SA Minister under an adoption of amendments order made by the WA Minister for Energy and by the AEMC in accordance with its rule
making power under section 74 of the WA Gas Law. See the AEMC website for further information, https://www.aemc.gov.au/regulation/energy-
rules/national-gas-rules/western-australia.
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We identified the following criteria to assess whether the final rule change, no change to the rules
(business-as-usual), or other viable, rule-based options are likely to better contribute to achieving
the NEO and NGO:

Safety, security and reliability: Would the rule changes ensure security and safety at the
lowest cost (taking into consideration emissions reduction) through improved consideration of
gas and community sentiment when developing the ISP?

Principles of market efficiency: Would confidence and certainty in decisions about planning
and investing in the energy system be improved by enhancing the range of critical factors and
quality of AEMQ'’s analysis in the ISP? Will the rule changes improve transparency by
bolstering and deepening the available information and improving understanding of AEMQ’s
inputs, assumptions, and scenarios?

Implementation considerations: Would the rule changes balance the cost and complexity of
implementation against the benefits of a more robust ISP? Do they provide clear roles for
market participants and market bodies? Is it necessary to introduce these reforms now?

Principles of good regulatory practice: Would the rule changes promote a principles-based
approach over prescription? Is prescription necessary to promote predictability and stability in
the rules and to increase confidence in the robustness of the process to develop the ISP?
Would the rule changes improve simplicity and transparency? Do the rule changes interact
constructively with other reforms underway?

These assessment criteria reflect the key potential impacts — costs and benefits — of the rule
change request, for impacts within the scope of the NEO and NGO. There are no changes to the
assessment criteria from the draft determination.

The Commission has undertaken regulatory impact analysis to evaluate the impacts of the various
policy options against the assessment criteria. Appendix B outlines the methodology of the
regulatory impact analysis.

The rest of this section explains why the final rules best promote the long-term interest of
consumers when compared to other options and assessed against the criteria.

The final rule will support safety, security and reliability

The ISP is intended to identify the optimal electricity network investments to meet system
needs." This includes consideration of security, reliability and safety at the lowest cost (taking
into consideration emissions reduction targets). The final gas rule removes potential barriers to
gas information collected under the NGR being used to improve the accuracy and depth of gas
analysis in the ISP. The final electricity rule requires improved analysis of gas in the ISP and the
development of gas development projections. This provides a more robust ISP including
assumptions around gas supply and prices which would in turn help improve the safety, security
and reliability of the electricity system by ensuring the impact of GPG on the electricity supply has
been accurately modelled.

The Commission considers there are no barriers to enhanced consideration of community
sentiment by AEMO and has not made any amendments to the NER to explicitly require this. We
have, however, recommended that AEMO increase its consideration of community sentiment and
utilise the existing joint planning function for the sharing of this information. We have also
recommended that the AER and AEMO review guidelines that consider community sentiment to
ensure they are fit-for-purpose in the current context of energy transition. The effective

14 Clause 5.22.2 of the NER.
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consideration of community sentiment would support improved analysis of candidate
development paths and ultimately the ODP. This will lead to more timely development of
transmission infrastructure to support the safety, security and reliability of the system.

Principles of market efficiency will be improved through increased confidence in planning and
investment decisions

The final rules will improve confidence and certainty in decisions about planning and investing in
the electricity system by strengthening and deepening available information and analysis on gas
pricing, capacity and availability, particularly in relation to GPG. It improves transparency and
consistency through gas information that is aligned across publications and enables certainty to
stakeholders on the appropriate set of information to consider.

The recommended review of guidelines that consider community sentiment would also support
confidence in planning and investment. Critical information related to community sentiment is
collected and can be provided to AEMO as part of the existing joint planning process. The
information collected under this process supports improved decision-making from AEMO as it can
consider the potential time and cost impacts of community sentiment issues on potential
transmission projects and ensure this is factored into the ODP. Community sentiment should
remain an important consideration throughout project planning and development stages.

Costs and complexity are minimised by accessing existing information and clarifying rights and
obligations

The final rules balance the need for improved analysis with the cost and administrative burden on
stakeholders. The final gas rule enables AEMO to access existing gas information collected under
the NGR. This approach strengthens and deepens the gas analysis that underpins the ISP but
does so without placing any new reporting requirements on gas market participants.

We have made a final determination that does not amend the NER for the community sentiment
rule change request. A significant driver of this decision was weighing up the cost and benefits of
the proposed change. The existing arrangements for community sentiment provide for this
information to be collected and provided to AEMO as part of the joint planning process and should
already be considered by AEMO under existing provision governing the development of the ISP.
The decision to not amend the NER reduces complexity of implementation. We do not consider
any amendments to the rules in relation to community sentiment are currently required.

The final rules are in line with good regulatory practice

The final rules will improve confidence in the robustness of the ISP process and the ODP. The
amendments will ensure clear alignment between the GSOO and the ISP, two key documents used
by energy stakeholders, which have historically had (at times) conflicting information in relation to
gas. This alignment will improve simplicity and transparency for stakeholders, removing any
confusion over which set of analysis and documents reflect the most accurate set of
forecasts/projections. The minor amendments from draft to final rules have been made to further
improve clarity and transparency.

The final rules also directly support one of the recommendations from the ECMC review of the ISP,
which sought to strengthen and deepen gas analysis in the ISP.

The final rule has made no amendments to the NER for the better consideration of community
sentiment as the NER is sufficiently flexible for AEMO to consider community sentiment. However,
the recommendations to review relevant guidelines for community sentiment will ensure that the
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processes and guidance around this important issue are the most appropriate to support
stakeholders during the energy transition. The decision to not make a rule promotes simplicity and
provides the appropriate balance of principles over prescription.

2.3.5 The final rule meets the NEO and NGO

Our final rules better promote the national electricity and gas objectives than the proposed rule.
They do this by improving transparency and simplicity, using already understood and defined
terms in the NGL and NGR and including provisions relating to confidentiality.

The final rules mitigate the risk of sensitive commercial information being disclosed, protecting
confidential gas market information. This improves investor confidence and reduces the risk of
price manipulation.

The final rules have provisions for confidentiality which directly respond to this issue, which was
one of the most important issues raised by stakeholders in relation to this proposed rule change.
Ensuring confidentiality of sensitive gas market information would provide confidence to gas
market participants and reduce the identified risk of adverse cost and price impact, directly
supporting the objectives of; price, quality, safety, reliability and security of supply of electricity
and supply of gas.

The final rule promotes simplicity and transparency through the drafting of the clauses by utilising
language and terms already used in the NGL and NGR in the NER.
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Better integration of gas into the ISP

The better integration of gas into the ISP will be supported by two rule changes that together
improve the quality and transparency of the gas analysis that underpins the ODP and enable better
decision-making in relation to electricity investments.

The final rules do this by:

requiring AEMO to include gas development projections in the ISP

requiring AEMO to provide a summary of the inputs, assumptions and scenarios used for the
gas development projections

allowing AEMO to use information collected for the GSOO, GBB and VGPR and east coast gas
functions for the ISP process

requiring AEMO to explain where the underpinning inputs included in the gas development
projections are different to those in gas publications such as the GSOO, GBB and VGPR.

The rules and how they operate are explained in more detail in this chapter.

The inclusion of gas development projections in the ISP will result in a
more robust analysis to inform electricity investment decisions

Box 1: FINAL DETERMINATION - Gas development projections will be included in the ISP

Our final rules require AEMO to enhance its gas analysis in the ISP through the inclusion of gas
development projections.

AEMO will be required to summarise the inputs, assumptions and scenarios used for the gas
development projections and it will also be required to include an explanation of any differences
between the gas development projections and information in the GSOO, VGPR and the GBB.

The inclusion of gas development projections by AEMO will enable more comprehensive gas
analysis in the ISP. This will improve the accuracy of gas information as an input to the ISP to help
shape the investment requirements for electricity.

The final rules support consistency and transparency of gas analysis for stakeholders and will
improve the robustness of the ISP analysis.

The final rule is consistent with the draft rule, with minor amendments to clarify policy positions.

The final rule requires gas development projections to be included in the ISP

The Commission’s final electricity rule includes a requirement for AEMO to include gas
development projections in the ISP. ' The inputs and assumptions that underpin the gas
development projections will be included in the inputs, assumptions and scenarios report (IASR)
and the resulting gas development projections will be included in the ISP.

This new requirement for gas development projections to be included in the ISP is in line with the
rule change request and will require AEMO to increase both its analysis of gas to be undertaken
for the ISP and the transparency of gas analysis in the ISP. This will support improved decision-
making for electricity investments. The final rule addresses the issue raised by the proponent that

15 Clause 5.22.6(a)(8) of the NER.
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the current requirements in the rules are insufficient to provide a comprehensive view of gas
demand and forecast supply and prices.'®

The vast majority of stakeholders supported AEMO in improving its analysis of gas in the ISP."’Gas
will continue to be an important part of Australia’s energy system. GPG will provide stability,
reliability and support for the electricity system as Australia transitions to renewables and a low
carbon system. We consider that it is important that inputs relating to gas and the impact that
developments in the gas market may have on electricity investments are accurately modelled in
the ISP.

The gas development projections will take information from key inputs sources such as the GSOO
and develop projection on the gas market demand and supply. Including gas development
projections in the ISP, in combination with electricity sector modelling will better inform the ODP.

The final rule defines gas development projections and outlines what the projections may include
The final electricity rule defines gas development projections as:'®

Projections of developments in the covered gas industry used by AEMO in the development
of an Integrated System Plan and which may include projections over the relevant period of:

demand for and available supplies of one or more covered gases
prices for one or more covered gases

capacity and utilisation of covered gas industry facilities'

The definition of gas development projections in the final electricity rule largely aligns with the
proposal in the rule change request and is the same as the definition in the draft rule.

The final electricity rule requires AEMO to include its projections of developments in the covered
gas industry in the ISP.*This will have the effect of requiring AEMO to develop projections that will
be used in the ISP for one or more of these covered gases. The inputs, assumptions and scenarios
that AEMO will use for the gas development projections will be consulted on as part of the IASR
and the gas development projections themselves as part of the ISP consultation.

The final rule gives AEMO discretion over which covered gases are included in the gas
development projections. We consider this is important so it can update gases included to reflect
the market for each new ISP. We expect natural gas will be included at a minimum.

AEMO provided feedback on the gas development projections in its submission to the draft
determination. It noted considerations relating to adequacy of gas supply for consumers using
gas.? The policy intent of the gas development projections is to provide a forecast of the gas
market to determine the impact on the efficient development of the power system. This will
improve decision-making for investment in the NEM. That is, the gas development projections will
focus on gas requirements for GPG. The gas development projections may determine there are
gaps in the availability of gas or gas infrastructure to support the GPG that would be required for
the efficient development of the power system under the ODP.

Gas rule change request, p.2.

Submissions to the draft determination: AEMO, p.2; AER, p.1; APA, p.1; ATCO, p.1; CEC, p.1; CEIG, p.2; Origin, p.1. Submissions to the consultation
paper: ACF, p.3; Alinta Energy, p.2; AEC, p.2; AEMO, p.2; AEP, p.1; AER, p.1; APA, p.1; APGA, p.2; ATCO, p.1, CEC, p.1, CEIG, p.1; CIS, p.1; CE Energy, p.1;
David Close, p.2; EUAA, p.1, Evoenergy, p.1; IEEFA, p.3; JEC, p.1; Origin, p.1, Shell, p.1 Snowy Hydro, p.2; Transgrid, p.2.

Clause 5.10.2 of the NER
The following terms have meaning given in the National Gas Laws: covered gas, covered gas industry and covered gas industry facility.

Covered gases include: natural gas, hydrogen, biomethane, synthetic methane and blends of these gases. The covered gas industry, as defined in the
NGL, covers activities and transactions through the gas supply chain.

Submissions to the draft determination: AEMO, p.2.
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Our final electricity rule will require AEMO to explain the inputs, assumptions and scenarios used
for the gas development projections. This will support improved decision-making for electricity
investments through better understanding of the impact of gas market developments on GPG. The
inclusion of more robust gas analysis in the ISP and subsequent publication will improve
transparency of the assumptions underpinning the analysis, enable consultation on those
assumptions (see 3.1.2 for further details on consultation requirements) and improve confidence
in the projections outlined in the ISP. Improved decision-making for electricity investments is
important for the maintenance of safety, security and reliability of the electricity system.

Table 3.1: Final rule and policy intent

Final rule components

Policy intent

Demand for and available
supplies of one or more covered
gases

This would include future gas demand and supply. This aligns
with the rule change request proposal to enable AEMO to
understand the impacts on GPG and have a more robust basis
to compare GPG with alternatives.

Prices for one or more covered
gases

This could include the delivered price and so include the costs
associated with gas production, transport, pipeline access
availability and storage needs. This aligns with the rule change
request proposal to enable AEMO to understand whether gas
would be available at the price anticipated to service GPG.

Capacity and utilisation of
covered gas industry facilities

This could extend to new GPG or pipeline infrastructure and the
conversion or closure of GPG or pipeline infrastructure. This
aligns with the rule change request proposal for AEMO to
compile information about pipeline conversion and closure to
enable AEMO to understand whether the expected quantity of
gas would be available to service GPG.

Source: NER Clause 5.10.2 ; Gas rule change request, p2-4.

Feedback from APGA on the draft determination highlighted its concerns that the rules could be

interpreted to allow AEMO to set direction on where gas facilities should be placed in the future.

22

It is not the policy intent that AEMO determines specific facilities; rather, the gas development
projections will support a more robust analysis of the supply and demand for GPG and provide a
credible forecast. This could include identifying where it sees gaps in supply required for GPG and
identifying potential opportunities to meet the shortfalls.

The Commission considers that the final electricity rule on gas development projections
addresses the issues identified in the rule change request. The final rule will increase consistency
and transparency of gas analysis and supports the safety, security and reliability of the electricity
network through ensuring additional gas analysis can inform the electricity investments required
under the ISP and the ODP, supporting better decision-making for the most efficient investment

into electricity infrastructure.

3.1.2 AEMO will be required to consult on the gas development projections as part of its normal ISP

and IASR consultation processes

The final electricity rule will result in the gas development projections being included in the ISP. As
a result of this AEMO will be required to undertake consultation on gas development projections

22 Submissions to draft determination: APGA, p.1.
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with stakeholders as part of the existing consultative mechanisms that occur for the IASR (inputs
into and assumptions made for the gas development projections) and the ISP (the actual gas
development projections).

The Commission considers that stakeholder consultation on the gas development projections is
important as it supports principles of good regulatory practice through transparency and ensuring
stakeholders have an ability to input into the gas development projections. The final rule achieves
this without the need to explicitly require consultation on the gas development projections as a
standalone rule and utilises existing consultation mechanisms in place for the IASR and ISP.

AEMO is required to identify any differences between the gas development projections and the
GS00, VGPR and GBB

The final electricity rule requires AEMO to explain differences between the assumptions, inputs
and scenarios used to develop the gas development projections, and relevant information in the
gas information publications prepared by AEMO.% We expect that the inputs included in the IASR
and ISP will largely align with the analysis and information provided in the GSOO, GBB and the
VGPR. However, there may be circumstances where there are differences in the inputs,
assumptions and scenarios.

Explaining differences between the gas development projections used for the ISP and these
publications will mitigate many of the historical issues with the gas information provided in the
ISP which can cause confusion for stakeholders. The requirement for AEMO to outline why any
differences exist in gas information that is published reduces information asymmetry between
stakeholders.

AEMO outlined in its submission to the draft determination that the gas development projections
would be different from the GSOO as the GSOO does not contain projections.>* AEMO stated, and
we agree, that the gas development projections would be an expansion of the information in the
GS0O0 and other gas information publications. We consider that the inputs underpinning the
analysis should be aligned where possible to provide consistency across the analysis. The final
rule therefore includes minor changes from the draft rule to clarify that AEMO would be expected
to highlight any changes in the input assumptions and scenarios rather than the gas development
projections.?

The gas development projections will be used to understand the impacts of gas factors on
electricity development, they will not drive a gas ODP

The core purpose of the final rules is to provide a more robust and transparent set of gas analysis
which will inform the ODP and guide electricity investment. The gas development projections will
be used as part of the modelling in the ISP to develop the ODP for electricity investments. This
new gas analysis will allow more fidelity in the consideration of gas’ contribution to the efficient
development of the power system and enable more accurate and transparent decision-making for
recommended investment in the electricity network.

The gas development projections will support modelling for the ISP for the sole purpose of
optimising the electricity network. This rule change will not result in the development of a gas
ODP. The ISP is an electricity planning document and does not direct gas investment or gas policy
decisions.

23 Final electricity rule, clause 5.22.6 (a)(8)(iii) of the NER.
24 AEMO, submission to the draft determination, p.3.
25 Clause 5.22.6 (a)(8)(iii) of the NER.
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We consider that improving gas analysis in the ISP will support a more robust ODP for electricity
but will not alter existing market arrangements in place for gas investments.

3.2 AEMO will be able to access gas information collected under the NGR
for ISP analysis

Box 2: FINAL DETERMINATION - AEMO will be allowed to access, use and publish gas
information collected under the NGR to improve gas analysis in the ISP

Our final gas rule amends the NGR to authorise AEMO to use covered gas information for the
purpose of undertaking its NTP functions. The final rule also authorises AEMO to disclose covered
gas information in the ISP or other documents published under rule 5.22 of the NER.

This amendment will provide AEMO with the appropriate authority to use gas market information
collected under the NGR for the purpose of ISP analysis.

The final rule is consistent with the draft rule, with the addition of information provided under the
east coast gas system reliability and supply adequacy arrangements as information AEMO is
authorised to use.

The Commission considers the final rule is consistent with the principles of good regulatory
practice, as it will enable simplicity and transparency through a consistent source of information
for gas analysis across the ISP, GSOO, GBB and VGPR.

The Commission’s final gas rule explicitly authorises AEMO to use gas information collected
under the NGR for its functions under the NER relating to modelling for and development of the
ISP. This addresses the issue raised by the rule change proponent in the rule change request that
there is no explicit authority for AEMO to use gas information collected under the NGR.?® The rule
will not result in a request for new information from gas market participants.

The gas information currently collected under the NGR informs gas industry information
publication such as the GSOO and GBB, but is not explicitly allowed to be used by AEMO for its
functions under the NER such as the development of the ISP. Allowing AEMO to use information
collected under gas industry information publications was supported by stakeholders, particularly
given that it would not result in additional reporting burden on stakeholders.?”

AEMO provided feedback to the draft determination that there were two additional areas of gas
information collected under the NGR that it considered would be useful to be captured under the
definition of covered gas industry information.?® The final rule extends the list of information
AEMO may use to include gas information collected by AEMO under Division 2 of Part 27 of the
NGR which relates to east coast gas system functions. AEMO also suggested extending the list to
gas information collected by AEMO under Chapter 2, Part 6, Division 6, Subdivision 1 of the NGL
which relates to AEMO'’s statutory information gathering powers. AEMOQ'’s information gathering
powers are broad and do not have the same checks and balances that apply to information
collection under the NGR as the other identified information sources. We do not consider the
addition of information under AEMOQ's statutory information gathering powers to be necessary and
have not included this in the final rule.

26  Rule 138AD of Division 3 of Part 16 of the NGR.
27 Submissions to the consultation paper: AEP, p.2; APA, p.9; APGA, p.4; IEEFA, p.5.
28 Submissions to the draft determination: AEMO, p.4.
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Allowing AEMO to use gas information provided to it under the NGR to perform its NTP function
will support principles of market efficiency and provide consistency of gas information. Using
existing gas information will avoid adding to the administrative burden for participants.

3.3  Thefinal rule will maintain confidentiality of gas market information

Box 3: FINAL DETERMINATION - Existing confidentiality provisions applied under the NGR
will be maintained for gas market information

Our final rule maintains the existing confidentiality arrangements in place for gas information
collected under the NGR to protect commercial sensitivities.

It sets out the parameters for AEMO in relation to disclosure of gas information, restricting
disclosure where it will identify the entity that has provided the information or disclosure will reveal
confidential aspects of information.

The Commission considers that maintaining confidentiality is critically important and this is
reflected in the final rules.

AEMO will be required to maintain confidentiality requirements applied in the NGR under our final
rules when using gas market information for the ISP.

Our final gas rule provides AEMO the authority to disclose gas information in a document or other
information published as part of its NTP function. This includes the development of the ISP.* The
final gas rule maintains the confidentiality of commercially sensitive gas information through the
introduction of confidentiality clauses in the NGR that relate to the use of information for the ISP.3°

To ensure that confidentiality is maintained the final rule requires that AEMO must only disclose
gas information as outlined below:

Except where disclosure in another form is authorised by Subdivision 2 of Division 7 of Part
6 of Chapter 2 of the NGL or these rules, AEMO must only disclose covered gas industry
information under subrule (2) if:

it does not disclose any elements of the information that could lead to the identification
of the person to whom the information relates

the manner in which it discloses the information does not identify the person to whom
that information relates; or

the information has been combined or arranged with other information so that it does
not reveal any confidential aspects of the information.

The term ‘person’ used in the rule drafting has a meaning that includes an organisation or entity.

In addition, the final rule does not authorise AEMO to disclose gas information contrary to a
restriction on disclosure as outlined in Division 7 of Part 18 of the NGR.*'

We consider that the inclusion of confidentiality provisions in the final gas rule is important as
confidentiality is of particular importance in the gas market given that many contracts relate to

29 Final gas rule, new rule 138AD of Division 3 of Part 16 of the NGR.
30 Final rule, new rule 138AD of Division 3 of Part 16 of the NGR.

31 Therules in Division 7 of Part 18 deal with the publication of information on the GBB. There are specific restrictions on the form or timing of
publication of some information.
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only one or two parties making it challenging maintaining anonymity, risking the release of
sensitive commercial information.

Stakeholders, while supportive of improved analysis in the ISP and AEMO utilising gas information
provided to it under the NGR, were very strong in their views that confidentiality should be
maintained in submissions to the consultation paper. 2

Relevant guidelines must be reviewed and, if necessary, updated to
reflect the proposed amendments

Box 4: FINAL DETERMINATION — AEMO and AER must review guidelines and other
supporting instruments and determine if changes are required

The final electricity rule requires that AEMO and AER review relevant guidelines and subordinate
instruments to determine if any changes are required to support the rule amendments.

The Commission considers that this is an appropriate supporting action for the proposed rule
changes that will help ensure there is clarity and transparency for stakeholders in how the rule
change should operate.

The final rule also includes a transitional that enables AEMO to count consultation on the ISP
methodology that has been undertaken after the publication of our draft determination to count
towards the consultation requirements in the final rule.

Review of relevant guidelines will ensure alignment with the rule changes

The ISP is developed in accordance with the NER and supporting guidelines and other instruments
developed by AEMO and the AER. The inclusion of gas development projections may require
updates to these documents to ensure they take account of the proposed expansion of gas
analysis in the ISP.

The final electricity rule requires AER and AEMO to review and if necessary amend these
documents to support the rule amendments.*® The Commission considers the following
documents should be reviewed by AEMO and the AER:

AEMO'’s ISP methodology

AER’s Forecasting best practice guidelines

AER'’s Cost and benefit guidelines.
This review and any potential amendments must be undertaken as outlined in the transitional
rules and completed within a 12-month period.

The Commission considers this approach to reviewing and embedding any required changes into
existing guidelines and associated documents, will help with simplicity, transparency and
consistency for stakeholders.

32 Submissions to the draft determination: APA group, p.3; ATCO, p.1; CEIG, p.2; Origin, p.1. Submissions to the consultation paper: AEC, p. 3; AEP, p .2;
APA, p. 11; APGA, p. 7; CEC, p. 3; CS Energy, p. 2; David Close, p. 4; IEEFA, p. 3; Origin, p. 2; Shell, p. 2.

33 Rule 11.181, inserted by the final electricity rule.
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3.4.2 A transitional rule has been included to support timely consultation of the relevant guidelines

The final rule includes a transitional rule to allow the ISP methodology consultation that AEMO
began after our draft determination was released to be counted towards the applicable
consultation requirements required under the rules.

This supports the following:

Timely consultation on the ISP methodology that would allow the inclusion of more robust gas
analysis into the 2026 ISP.

Leverage the existing processes for consultation to reduce the consultation burden on
stakeholders.

The draft policy intent and positions of the AEMC were taken into consideration in developing the
ISP methodology, and ongoing dialogue between AEMO and the AEMC will ensure that the agreed
rule and policy intent behind those rules are reflected in the ISP methodology. Nexa Advisory
raised concerns in its response to the draft determination that consultation on the ISP
methodology while consultation on the rules change request was underway represented a
duplication of effort and that there was a need for governance reform across the market bodies.**
We do not consider this to be a duplication of effort, but rather it would contribute to the efficient
implementation of the final rules.

34  Submission to the draft determination, Nexa Advisory, p. 1.
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4  Better integrating community sentiment into the ISP

4.1 The current rules enable AEMO to enhance its consideration of
community sentiment

Box 5: FINAL DETERMINATION - AEMO can enhance its consideration of community
sentiment under the current rules

AEMO should enhance its consideration of community sentiment in the ISP as community
sentiment is an important factor in the timely delivery of transmission projects.

There are no barriers in the NER to AEMO enhancing its consideration of community sentiment
and seeking to include information from TNSPs and public sources.

The Commission agrees that AEMO should undertake further consideration of community
sentiment when developing the ISP. This includes information from TNSPs, information provided
by jurisdictional governments and publicly available information. This aligns with stakeholder
views to both the consultation paper and the draft determination that broadly support AEMO
increasing its analysis of community sentiment and sensitivities in the ISP.3®

No amendments have been made to the NER to facilitate AEMO undertaking this enhanced
consideration as part of the final rule as there are no barriers in the NER to AEMO doing so.
Stakeholders broadly supported this policy position in responses to the draft determination,
recognising that the NER is sufficiently flexible for AEMO to consider community sentiment.*

We have not made the proponent’s proposed amendments to clause 5.22.10(a)(5) of the NER to
require AEMO to have regard to known community concerns or sensitive locations when
considering projects that may form part of the ODP*"The Commission considered that community
sentiment can already be captured under clause 5.22.10(a)(5) of the NER. It would be an input to
credible options which is one of the matters AEMO must consider in preparing the ISP. There are,
therefore, no barriers to AEMO improving its consideration of community sentiment in the rules.

Further, as we noted in the draft determination, the matters listed in clause 5.22.10(a)(5) are
expressed in more general terms than community sentiment considerations and are capable of
covering a wide range of inputs to the ISP process. We consider it is more consistent with the
current approach in clause 5.22.10(a)(5) to rely on the general wording rather than including more
granular prescription for one item among the many that AEMO would need to take into account.

The Commission agrees with stakeholders that community sentiment is an important factor in the
timely delivery of projects, and when developing the ODP.*®

We consider the appropriate approach to considering community sentiment in the ISP is for AEMO
to ask for and receive the information under existing provisions and once AEMO has the
information it should be up to AEMO to evaluate it and decide what weight to give it in the
modelling. This aligns with our final determination to not make specific NER amendments in
relation to community sentiment.

35 Submissions to the draft determination: CEIG, p. 2; CEC p. 3; Origin p. 1.
36 Submissions to the draft determination: CEIG, p.2; CEC p. 3; Origin p.1.
37 Community sentiment RCR, p. 4.

38 Submissions to the draft determination: CEIG, p.2; CEC p. 3.
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AEMO can request community sentiment information from TNSPs
under existing joint planning provisions

Box 6: FINAL DETERMINATION - AEMO is able to request community sentiment
information from TNSPs under existing joint planning provisions

AEMO and TNSPs must share information that is reasonably necessary prepare a draft or final ISP
or ISP update under clause 5.14.4 of the NER.

There are no barriers in the NER to AEMO requesting and TNSPs sharing any information on
community sentiment and local sensitivities.

AEMO and TNSPs should share information on community sentiment and local sensitivities under
existing joint planning provisions.

We consider that the provision of this information can be facilitated under the existing rules and
that no NER amendments are required. AEMO can already request information from TNSPs on
community sentiment through clause 5.14.4 of the NER. We have not made the proponent’s
proposed amendments to clause 5.14.4 of the NER to explicitly require TNSPs to provide AEMO
with information about community sentiment and local concerns relating to potential energy
infrastructure projects as part of the joint planning process for the ISP.*

Stakeholders broadly supported this position in submissions to the draft determination.® The CEC
recognised that TNSPs already provide certain information to AEMO through joint planning
arrangements, with a sole exception available for claims of confidentiality, although the CEC noted
they were unsure whether this happens in practice.*' The CEIG also acknowledged that AEMO and
TNSPs can share information regarding community sentiment and local sensitivities through the
existing joint planning provisions, although questioned whether there is a strict obligation to do
s0.%?

The AER and AEMO should review their guidelines to determine if there
are barriers to community sentiment being considered in the ISP

Box 7: The AER and AEMO should review their guidelines

We recommend that the AER and AEMO review their guidelines and subordinate instruments to
determine if there are any barriers to community sentiment being considered in the ISP.

If the reviews find any barriers then the guideline or instrument should be updated in line with any
consultation requirements.

There are a number of guidelines and other subordinate instruments developed by the AER and
AEMO that should be reviewed to determine if there are any barriers within those instruments to
either AEMO improving its consideration of community sentiment or TNSPs sharing information
they hold on community sentiment relating to ISP projects with AEMO on request.

39 Community sentiment RCR, p. 4.

40 Submissions to the draft determination: CEIG, p. 2; CEC p. 3; Origin p. 1.
41 Submission to the draft determination: CEC, p. 3.

42  Submission to the draft determination: CEIG, p. 3.
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The instruments that we recommend the AER and AEMO review include, but are not limited to:

the AER'’s Cost Benefit Analysis Guideline
the AER'’s Best Practice Forecasting Guideline
AEMO'’s ISP Methodology.

Stakeholders broadly supported the guidelines being reviewed, with a view to better incorporating
sentiment considerations. The CEC supported a review of the guidelines by the AER and AEMO,
and suggested that two additional guidelines should also be reviewed. The CEC recommended
that section 3 of the AER'’s forecasting best practice guideline be reviewed to clarify that
community sentiment should be included in the joint-planning process and the IASR.*® It also
suggested that section 4.5 of the AER’s cost benefit analysis guidelines could potentially be
expanded to more specifically include community sentiment.*

A review of the guidelines keeps with our intent that the rule change should be implemented in the
simplest and most efficient way possible.

43  Submission to the draft determination: CEC, p. 3.
44 Submission to the draft determination: CEC, p. 3.
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Rule making process

A standard rule change request includes the following stages:

a proponent submits a rule change request
the Commission initiates the rule change process by publishing a consultation paper and
seeking stakeholder feedback

stakeholders lodge submissions on the consultation paper and engage through other
channels to make their views known to the AEMC project team

the Commission publishes a draft determination and draft rule

stakeholders lodge submissions on the draft determination and engage through other
channels to make their views known to the AEMC project team

the Commission publishes a final determination and final rule.
You can find more information on the rule change process on our website.*®

The Minister for Climate Change and Energy proposed rule changes to
better integrate gas and community sentiment into the ISP

The rule changes responded to the recommendations resulting from the Energy and Climate
Change Ministerial Council’s review into the ISP which considered whether the scope and function
of the ISP was fit-for-purpose to support the energy transition.

The gas rule change request sought to provide deeper and more explicit consideration of gas
market conditions within the ISP to provide more robust modelling with the goal of optimising
electricity infrastructure investments in the ODP in the ISP.

The community sentiment rule change request sought to ensure that community sentiment is
appropriately considered in the determination of the ODP given the substantial and growing
impact community sentiment can have on infrastructure investment costs and delivery
timeframes.

The proposal addressed the need to ensure the ISP was fit-for-purpose
for the energy transition

The national electricity market is undergoing significant transition as it transitions to a zero carbon
future and ensuring the ISP includes the required information that relates to this transition is
critical. The rule change requests suggested limitations in the gas analysis considered in the
development of the ISP, impacting the robustness of the analysis. Similarly, community sentiment
can have a significant impact on the cost and timing of projects included in the ODP. Both of these
elements if not appropriately considered in the ISP may impact the accuracy of the modelling that
underpins the ODP.

The proposal improves accuracy and transparency

The proposal suggested amendments to the NER and NGR that would allow AEMO to access, use
and publish gas information available to it under the NGR for the purposes of developing the ISP.
The proposed changes sought to:

45 See our website for more information on the rule change process: https://www.aemc.gov.au/our-work/changing-energy-rules
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Expand gas analysis in the ISP to overcome current limitations, particularly in relation to
constraints associated with the supply of gas

Drive alignment between the ISP, GSOO, VGPR and gas bulletin board providing consistency in
analysis undertaken and published by AEMO

Enable more robust analysis in the ISP in relation to gas projections to better inform the
development of the ODP for electricity.

The proposal also sought the review of relevant guidelines to determine that community
sentiment and the potential impacts on candidate projects are appropriately considered as part of
modelling undertaken for the ISP and the determination of the ODP for electricity.

A.4  The process to date

On 20 June 2024, the Commission published notices advising of the initiation of the rule making
process and consultation in respect of the rule change request.* The Commission also published
a consultation paper identifying specific issues for consultation. The Commission received 38
submissions on the consultation paper. Issues raised in these submissions were summarised and
responded to in the draft rule determination.

On 26 September 2024, the Commission published a draft rule determination including a draft
rule. The Commission received ten submissions on the draft rule determination. Issues raised in
submissions are discussed and responded to throughout this final rule determination.

46 The notices were published under section 95 of the NEL and section 303 of the NGL.
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Regulatory impact analysis

The Commission has undertaken regulatory impact analysis to make its final determination.

Our regulatory impact analysis methodology
We considered a range of policy options

The Commission compared a range of viable policy options that are within our statutory powers in
making the final determination. The Commission previously analysed these options: the rules
proposed in the rule change request; a business-as-usual scenario where we do not make a rule;
and more preferable rules featuring a focus on confidentiality for gas information to be considered
in the ISP.

We identified who will be affected and assessed the benefits and costs of the final policy
determination

The Commission’s regulatory impact analysis for this rule change used qualitative methodologies.
It involved identifying the stakeholders impacted and assessing the benefits and costs of policy
options. The depth of analysis was commensurate with the potential impacts. Where
commensurate and feasible, the Commission has quantified the impacts. The Commission
focused on the types of impacts within the scope of the NEO and the NGO.

Table B.1 summarises the regulatory impact analysis the Commission undertook for this rule
change. Based on this regulatory impact analysis, the Commission evaluated the primary potential
costs and benefits of policy options against the assessment criteria. The Commission’s
determination considered the benefits of the options minus the costs.
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Table B.1:

Better integration of gas and community sentiment

Regulatory impact analysis methodology

Assessment criteria

Primary costs
Low, medium or
high -

If high, bold font

Primary benefits
Low, medium or
high -

If high, bold font

Stakeholders affected

Methodology

QT = quantitative, QL = qualitative

New analysis

leverages Improved gas AEMO

available analysis would Electricity and gas market
1) Safety, security information. Some | support a more partlc.lp.ants QL: stakeholder feedback to assess the benefits and

o costs from AEMO | accurate and Electricity and gas costs to AEMO and electricity/gas market

and reliability on expanded reliable ISP and customers participants

scope in ISP ODP (M). All Australians

development (L).

New analysis Improved

leverages confidence and

gvallablg certal.nty no AEMO QL: stakeholder feedback to assess the benefits and

information. Some | planning decisions o .
2) Principles of N Y e Elec.m.cny and gas market cost.s .to AEMO and electricity/gas market
market efficiency on expanded strengthening and EIRIEEIE participants

scope in ISP deepening gas

development (L). |analysis (M).

New analysis

leverages Leveraging

available available AEMO

information. Some | information would . QL: stakeholder feedback to assess the potential
3) Implementation | ¢5¢ts from AEMO | reduce Gas market participants costs to AEMO and gas market participants
considerations on expanded administrative Electricity customers

scope in ISP costs (M)

development (L).
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Better integration of gas and community sentiment

Assessment criteria

Primary costs
Low, medium or
high -

If high, bold font

Primary benefits
Low, medium or
high -

If high, bold font

Stakeholders affected

Methodology

QT = quantitative, QL = qualitative

4) Principles of good
regulatory practice

New analysis
leverages
available
information. Some
costs from AEMO
on expanded
scope in ISP
development (L)

Integrating
available
information would
improve simplicity
and transparency
for stakeholders
with clear
alignment across
gas publications
(M).

AEMO

Gas market participants
Electricity customers
Gas customers

QL: stakeholder feedback to assess the benefits and

costs to gas market participants.

24



Australian Energy Final report
Market Commission Better integration of gas and community sentiment

C.1

C.2

C.3

19 December 2024

Legal requirements to make a rule

This appendix sets out the relevant legal requirements under the NEL and NGL for the
Commission to make a final rule determination.

Final rule determination and final rule

In accordance with sections 102 and 102A of the NEL and sections 311 and 312 of the NGL, the
Commission has made this final rule determination for a more preferable final rule in relation to
the rules proposed by the Minister for Climate Change and Energy.

The Commission’s reasons for making this final rule determination are set out in chapter 2.

A copy of the final rules are attached to and published with this final determination. Its key
features are described in chapters 3 and 4.

Power to make the rule
The Commission is satisfied that the final rules fall within the subject matter about which the
Commission may make rules.

The final electricity rule falls within section 34 of the NEL and the matters set out in Schedule 1 of
the NEL as it relates to:
regulating any matter or thing necessary or expedient for the purposes of the NEL
national transmission planning.
The final gas rule falls within section 74 of the NGL, and the matters set out in Schedule 1 of the
NGL as it relates to:
confidential information and the manner and circumstances in which that information may be
disclosed

regulating any matter or thing necessary or expedient for the purposes of the NGL.

Commission’'s considerations
In assessing the rule change request the Commission considered:

its powers under the NEL and NGL to make the final rule
the rule change requests
submissions received during first round consultation

the Commission’s analysis as to the ways in which the final rule will contribute to the
achievement of the NEO and NGO

submissions received during second round consultations
the application of the final rule to the Northern Territory and Western Australia.

There is no relevant Ministerial Council on Energy (MCE) statement of policy principles for this rule
change request.”’

47 Under s. 33 of the NEL and s. 73 of the NGL the AEMC must have regard to any relevant MCE statement of policy principles in making a rule. The MCE
is referenced in the AEMC'’s governing legislation and is a legally enduring body comprising the Federal, State and Territory Ministers responsible for
energy. On 1 July 2011, the MCE was amalgamated with the Ministerial Council on Mineral and Petroleum Resources. In December 2013, it became
known as the Council of Australian Government (COAG) Energy Council. In May 2020, the Energy National Cabinet Reform Committee and the Energy
Ministers’ Meeting were established to replace the former COAG Energy Council.
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Making electricity rules in the Northern Territory

The NER, as amended from time to time, apply in the Northern Territory, subject to modifications
set out in regulations made under the Northern Territory legislation adopting the NEL.*® Under
those regulations, only certain parts of the NER have been adopted in the Northern Territory.

The final rule does not relate to parts of the NER that apply in the Northern Territory. As such, the
Commission has not considered Northern Territory application issues.

Making gas rules in Western Australia

Under the National Gas Access (WA) Act 2009 (WA Gas Act), a modified version of the NGL was
adopted, known as the National Gas Access (Western Australia) Law (WA Gas Law). Under the WA
Gas Law, the NGR applying in Western Australia is version 1 of the NGR, as amended by rules
made by the South Australian Minister for Energy*® and rules made by the AEMC in accordance
with its rule making powers under section 74 and 313 of the WA Gas Law.*

The WA Gas Law and the NGR applying in Western Australian are separate from the NGL and the
NGR as applied under the NGL. The rule change request related only to the NGR as applied under
the NGL.

Accordingly, the final gas rule will not apply in Western Australia.

Civil penalty provisions and conduct provisions

The Commission cannot create new civil penalty provisions or conduct provisions. However, it
may recommend to the Energy Ministers’ Meeting that new or existing provisions of the NER be
classified as civil penalty provisions or conduct provisions.

The more preferable final electricity rule does not amend any clauses that are currently classified
as civil penalty provisions or conduct provisions under the National Electricity (South Australia)
Regulations.

The more preferable final gas rule amends rule 137 in Part 16 of the NGR by removing the italics
from the term ‘service provider’ when used in the rule. This is a minor correction that does not
affect the operation of the provision.®'

Accordingly, the Commission does not propose to recommend to the Energy Ministers’ Meeting
that any of the proposed amendments made by the more preferable final rule be classified as civil
penalty provisions or conduct provisions.

48 These regulations under the NT Act are the National Electricity (Northern Territory) (National Uniform Legislation) (Modifications) Regulations 2016

49  The Statutes Amendment (National Energy Laws) (Binding Rate of Return Instrument) Act 2018 and the National Gas (South Australia (Pipelines
Access—Arbitration) Amendment Act 2017.

50  See our website for further information at https://www.aemc.gov.au/regulation/energy-rules/national-gas-rules/western-australia.
51  The term ‘service provider’ (without italics) was inserted by item 72 of the National Gas Rules (Gas Pipelines) Amendment Rules 2023.
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Abbreviations and defined terms

ACF Australian Conservation Foundation

AEC Australian Energy Council

AEMC Australian Energy Market Commission
AEP Australian Energy Producers

AEMO Australian Energy Market Operator

AER Australian Energy Regulator

APA APA Group

APGA Australian Pipelines and Gas Association
CEC Clean Energy Council

CEIG Clean Energy Investor Group

CER Consumer energy resources

CIS Centre for Independent Studies
Commission See AEMC

DCCEEW Department of Climate Change, Energy, the Environment and Water
DNSPs Distribution network service providers
ECMC Energy and Climate Change Ministerial Council
ENA Energy Networks Australia

EUAA Energy Users Association Australia

GBB Gas Bulletin Board

GPG Gas powered generation

GSO00 Gas Statement of Opportunities

IASR Inputs assumptions and scenarios report
IEEFA Institute for Energy Economics and Financial Analysis
ISP Integrated System Plan

JEC Justice and Equity Centre

NEL National Electricity Law

NEM National Electricity Market

NEO National Electricity Objective

NER National Electricity Rules

NGL National Gas Law

NGO National Gas Objective

NGR National Gas Rules

NTP National Transmission Planning

ODP Optimal development path

Proponent The proponent of the rule change request
TNSPs Transmission network service providers

VGPR Victorian Gas Planning Report
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