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AEMC

Our ref: 18-24224

21 November 2018

GPO Box 2008

Melbourne VIC 3001

By email: audrey.zibelman@aemo.com.au

Dear Ms}b/elman,

Request for information: expected inter-regional constraints

The Australian Energy Market Commission (the Commission or AEMC) is undertaking analysis to determine whether
there is a need to exercise the last resort planning power (LRPP). The Commission has determined that it requires
additional information from AEMO in its role as the national transmission planner regarding expected inter-regional
constraints in order to determine whether the LRPP needs to be exercised.

The LRPP is a power conferred on the AEMC under rule 5.22 of the National Electricity Rules (Rules) to ensure that
sufficient investment is occurring to transport electricity between adjacent regions of the national electricity market
(NEM), which is fundamental to the NEM’s efficient operation. The purpose of the LRPP is to ensure timely and
efficient inter-regional transmission investment in the NEM for the long-term interests of consumers of electricity.

The AEMC must annually assess whether or not it should exercise the LRPP. Under clause 5.22(f) of the Rules, this
assessment must consider AEMO’s two most recent National Transmission Network Development Plans (NTNDPs)
and transmission network service providers’ (TNSPs) transmission annual planning reports to ascertain whether
TNSPs are taking appropriate steps to address the expected constraints on national transmission flow paths (inter-
regional constraints) identified by AEMO. If the AEMC identifies that current processes or projects are not underway
to address an expected inter-regional constraint, then the AEMC has the power to direct one or more network service
providers (typically a TNSP) to apply the regulatory investment test for transmission (RIT-T) to augmentation
projects that are likely to relieve that constraint. The AEMC will only exercise this power if it considers that doing so
will meet the national electricity objective given the estimated economic impacts of the relevant constraint.

As you are aware, in the usual course, AEMO publishes its NTNDP in late December and provides detailed
information on expected constraints. TNSPs can then respond to the NTNDP in their annual planning reports
published the following June. However, in late 2017, AEMO modified arrangements for the publication of the 2017
NTNDP so that instead of publishing an NTNDP by 31 December 2017 AEMO published an Integrated System Plan
(ISP) in July 2018. The ISP is a high-level system plan and contains less detailed information on expected inter-
regional transmission network constraints than previous NTNDPs. The Commission has identified, and AEMO staff
have confirmed, that the ISP does not specify the features of each expected inter-regional constraint. For example,
the equipment/transmission lines affected, the location of the constraint on the transmission network, and the
circumstances under which and the physical reasons the constraint may bind (for instance thermal limits being
reached). Historically this level of detail has been published in NTNDPs.

These developments have impacted on the AEMC's ability to identify, based on the key transmission planning
documents, which specific inter-regional constraints need to be addressed by TNSPs in the coming years and the
projects that TNSPs plan to pursue to address them.

Consistent with the Rules, the AEMC has used the 2016 NTNDP, the 2018 ISP and the 2018 transmission annual
planning reports to assess transmission inter-regional constraints in the NEM and the projects that could address
these constraints. The AEMC has sought clarification from AEMO staff (in AEMO’s role as national transmission
planner) on the detailed information that was traditionally provided in NTNDPs on inter-regional constraints. AEMC
and AEMO staff have worked collaboratively to address these data issues at officer level.



Consistent with the provisions in the Last Resort Planning Power Guidelines the Commission is now requesting from
AEMO formal confirmation of the inter-regional transmission constraints that AEMO views as needing to be
addressed by the relevant TNSPs. Table 1 (attached) lists the expected inter-regional constraints as understood by
AEMC staff, based on information that AEMO staff recently provided to AEMC staff in email correspondence and
information in the 2016 NTNDP. The AEMC requests that AEMO review Table 1 and provide an amended version as
part of its response to this information request.

The Commission requests that this information be provided by Friday 7 December 2018.
If your staff require any further information please contact Richard Owens, Executive General Manager, on (02) 8296

7810 or at Richard.Owens@aemc.gov.au.

Yours sincerely,
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