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Meeting Agenda

Consumer Advisory Panel

Date Thursday, 19 November 2020, 2:30pm — 4:30pm
Location Microsoft Teams

ltem Agenda Item | Responsible Person AIIT)i(r:r;fed
1. Welcome | Rainer Korte, Group Executive Asset Management 5 mins
2. CAP Member Update | Chris Hanna, Senior Advisor Government & Stakeholder Relations 10 Mins
3. Project EnergyConnect Update | Rainer Korte, Group Executive Asset Management 10 Mins
4. Financeability Rule Change Proposals | Simon Appleby, Manager Regulation & Investment Planning 10 Mins
5. Revenue Reset and Customer Engagement | Simon Appleby, Manager Regulation & Investment Planning 40 Mins
6. Network Vision: Directions and Priorities | Hugo Klingenberg, Manager Network Group 40 Mins
7. Wrap up and next steps | Rainer Korte, Group Executive Asset Management 5 mins
8. Next Meeting
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Consumer Advisory Panel — Update

Chris Hanna, Senior Advisor Government & Stakeholder Relations
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Consumer Advisory Panel — Update

= Consumer Advisory Panel Charter — Update

= General Feedback

= Annual schedule

= Membership and Appointments

= Advisory Members

= Chairperson, Deputy Chairperson & CAP Secretary

= Other suggestions?
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Project EnergyConnect Update

Rainer Korte, Group Executive Asset Management
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Overview
Introductory PEC video (3:03 mins) at:

WWW.projectenergyconnect.com.au

Channel 10 News clip from 8 October 2020
(1:28 mins):

https://twitter.com/10newsfirstadl/status/1314

09434323438/7/9737s=21
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Project EnergyConnect is a new high-capacity
electricity interconnector between SA and NSW

NEW SOUTH WALES

SOUTH AUSTRALIA

Potential Interconnector Route
Robertstown Buronga /
A.----'.l---~ Wagga

L]

. °
Adelaide Red Cliffs -9

Canberra

VICTORIA

Melbourne
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http://www.projectenergyconnect.com.au/
https://protect-au.mimecast.com/s/071eCYW87jc4YwRt0r9wd?domain=twitter.com

Benefits of stronger interconnection

PEC is a central part of the Australian Market
Operator (AEMO)'s roadmap for the transition
of the National Electricity Market (NEM) and
has a broad range of benefits

For SA customers, benefits include access to
additional capacity when needed to replace
expensive gas generation and improved
resilience and security of the power system

For NSW customers, benefits include
improved diversity of supply and access to
cheaper renewable energy sources as the
coal fleet progressively retires — it also unlocks
significant renewable energy development
along the route

Customer price impact modelling shows price
reductions are expected in both regions which
outweigh the additional transmission costs by
a factor of 6 — 7 times or more
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Decreases price
volatility, through
sharing resources
across the regions

Greater sharing of reserves,

providing NSW with access

to renewable generation as
coal retires

Reduces electricity prices
and affordability concerns
through greater supply,
diversity and competition

Unlocks renewable
generation development
en-route and allows

greater market access Benefits of a new

SA-@-NSW
Interconnector

Allows greater SA exports
of embedded generation
at times of minimum SA

system demand

Reduces reliance on high
cost gas plant in SA for

dispatchable capacity

Reduces SA vulnerability
to extreme weather events
and system disturbances

Deconcentrates SA
wholesale market and
adds hedging liquidity
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Project at a glance

From Robertstown to Wagga Wagga via

Buronga with short line between Buronga
and Red Cliffs, Victoria

$2.4 billion ($474m for SA) ($2017-18)
800 MW
330 kv

TR EEL =R B Construction of new double-circuit
transmission line

New sub-station at Bundey (near
Robertstown)

Approx. 375 new transmission towers (SA)
Line length Approximately 860 km

(290 km in SA and 670 km in NSW)
Construction Late 2021 (October)
start date

Construction December 2023, however working towards
ol lsileleEliss bringing forward an earlier completion date

Net market $148 million over 20 years

benefits

Total market Gross benefits have risen to $1,866m (up
benefit from $1,246m in 2019)
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Annual
residential
customer
savings
Annual
residential
customer costs

Annual business
customer costs
and savings

Transmission
charges on
‘typical’
customer bill

Job creation

ACIL Allen
analysis Feb
2019

Approx. $100 Approx. $58 - $64
savings in SA savings in NSW

Approx. $10 costsin ~ NSW figure not
SA available

Businesses can expect higher savings,
proportional to their energy use

ElectraNet’s transmission charges represent
less than 7% of a typical residential
customer’s annual power bill of $2,086.

Over 200 regional jobs in South Australia
Over 800 regional jobs in NSW

Ongoing jobs

250 in SAand 700 in NSW
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Impact of PEC on market prices - SA

= PEC improves supply diversity and

$160.00
$140.00 access to cheaper supply sources
§120.00 for SA
= $10000 . : :
= ’ = This is projected to result in reduced
= $80.00 .
g 5000 SA wholesale prices across the
g . .
$40.00 forecast period
$20.00 = This places downward pressure on
- i i
retail prices for customers
FPFFFFFFF PSS FFFESE FF P
o | S = These reductions have increased
South Australia - without Project EnergyConnect South Australia - with Project EnergyConnect

from earlier estimates through
access to lower prices in NSW
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Impact of PEC on customer prices - SA

= ACIL Allen estimates annual

. S50 $5
£ o e I— 4 M (RHS) - average reductions in
;f $50 8(110) fannum 55 % typical residential customer
£ S0 ) ] 50 g bills of $100 per annum in
3 £ 150 $15 - the period to 2030, net of
2 2 50 520 % interconnector costs
E -$250 $100/ annum $201/ annum $18/ MWh -$25 i . . .
E <300 net saving net saving net saving <0 = Price reductions increase
E Residential customer Small business customer Large customer for larger customers based
“ on energy consumption,

m TUOS impact - residential and small business Wholesale component - residential and small business with net projected SaVingS

TUOS impact - large business Wholesale component - large business of $18/MWh

Source: ACIL Allen, September 2020
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Approval process to date

ElectraNet commenced consultation on the need for
stronger interconnection between SA and the NEM
in Nov 2016

Economic cost benefit test (RIT-T) concluded with a
final report in Feb 2019

The Australian Energy Regulator (AER) approved
the RIT-T outcome in Jan 2020 following a detailed
review

ElectraNet concluded an updated cost benefit
analysis (CBA) in Sep 2020 to investigate the
impact of increased costs and benefits

The AER again conducted a detailed review and
approved the updated CBA in Sep 2020
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Cost Benefit Analysis outcomes

12

Estimated capital cost of $2.4bn ($2018-19)

Market benefits were modelled in line with AEMO
Integrated System Plan with estimated net benefits
of about $150m for a conservative Central scenario
— breakeven cost is $2.7bn under this scenario

A weighted scenario approach that takes a broader
view of possible futures results in substantially
higher benefits

System resilience benefits remain largely
unquantified (a more connected grid is a more
reliable and stable grid)
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ENERGYCONNECT

Updated Cost Benefit Analysis

30 September 2020
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Current status

13

ElectraNet and TransGrid submitted
contingent project revenue applications
to the AER on 30 Sep 2020

AER has conducted consultation on
the applications with submissions
closing on 30 October

AER is aiming to make contingent
project revenue decisions by end 2020

Final investment decisions by
ElectraNet and TransGrid Boards to
follow in early 2021

Subject to approvals, construction to
start towards end 2021
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Project EnergyConnect

NEW SOUTH WALES

Buronga /

SOUTH AUSTRALIA

Interconnector Route

Robertstown

Onw=n~, Wagga
A ...' - Wagga
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Contingent Project Application submissions

Concerns over the economic case for the project The updated Cost Benefit Analysis accepted by the AER continues
given the changes in costs and benefits to show a positive economic case for the project
Separate price impact modelling shows significant energy cost
savings for customers in SA and NSW

The financeability Rule is a material framework The proposal is subject to the full Rule change process by the
change and requires scrutiny by stakeholders AEMC in consultation with stakeholders

Different cost sharing arrangements should be There is currently no provision for the recovery of the costs of the
considered, including generator funding Project from generators or other parties under the Rules

Concern over the imbalance of benefits and costs  The current Rules allocate transmission costs on a geographic
between NSW and SA basis. However, ElectraNet is open to alternatives moving forward

Costs on the project have increased significantly We remain committed to delivering the project at the lowest
possible cost. The AER is closely reviewing the prudent and
efficient costs of project through the CPA assessment process.

The line route differs from that in the RIT-T The route has been refined in order to secure the required
easements but remains consistent with the preferred option
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ElectraNet Financeability Rule Change

Simon Appleby, Manager Regulation & Investment Planning

AElectraNet
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ElectraNet Financeability Rule Change

= The current revenue setting arrangements, together with the unprecedented level of transmission
investment projected in AEMOQO’s ISP, create unintended consequences in relation to the financeability of
this increased level of investment

= These projects are typically large and have longer asset lives, which means the timing of revenue
recovery is delayed, producing weak cashflows for these assets

= Qur analysis reveals an inconsistency in the current revenue setting process which adopts a BBB+/Baal
benchmark credit rating, but provides a revenue stream that is insufficient to sustain it

= ElectraNet and TransGrid submitted a rule change with the AEMC in September/October 2020, in relation
to the revenue setting arrangements for actionable ISP projects, including PEC

= The proposal rebalances the profile of revenue, increasing it in the early years of an actionable ISP
project and reducing it in later years (and the total is the same in present value terms)

=  We look forward to constructive discussions with the AEMC, AER and other stakeholders to quickly
resolve what appears to be an unintended consequence of the existing Rules
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Issue: The current arrangements provide inadequate cash flows for ISP
projects, undermining the financeability of these projects

= Cashflows from PEC would be

insufficient to SUPPOI"[ the assumed Notional credit rating for Project EnergyConnect as a $500m standalone project
benchmark credit rating for over 30

years (or even a baseline investment
grade ratlng InItIaHY) Jooe Baal(BBB#) Rating Band /
= This highlights the inconsistency in the e

60%  Baa3(BBB-) Rating Band /
adopts a BBB+ benchmark credit rating,

4.0% Sub-investment Gra
but provides a revenue stream that is

unable to SUStain it o 2018 2024 2028 2034 2039 2044 2049 2054 2008

current revenue setting process which

Funds From Operations / Net Debt
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Solution: Our rule change rebalances cash flow timing to support the
financeabillity of ISP projects, without increasing total revenue

The rule adopts a targeted approach to
rebalance the timing of revenue recovery by:

] Removing the indexation of the RAB for Impact of proposed Rule on the notional credit rating for Project EnergyConnect
actionable ISP projects

12.0%

Baa1 (BBE+) Rating Band Credit rating under

0 Recovering depreciation on capital broposed Rule

iInvestment as it is incurred

10.0%

Credit rating under

8.0% Baa2 (BBB) Rating Band current Rules

= Total revenue remains unchanged in present
value terms

6.0% Baa3 (BBE-) Rating/Band

4.0%

= The rule would increase average customer Sub-investment Grafe
charges in SA by $4 per year in the current

regulatory period 00%

2.0%

Funds From Cperations / Net Debt

2019 2024 2029 2034 2039 2044 2049 2054 2059

= This would be more than offset by the estimated
annual price reduction benefits of PEC of $100
per customer as estimated by ACIL Allen
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The rule presents a targeted solution to address the identified
shortcomings of the current framework

A$m
200

= The rule supports a timely investment
decision on Project EnergyConnect,

150

Wthh |S reql.“red fOI‘ the SeCUI’Ity and ] :;}’;;v;;r;::;;’r:ﬁ:i:sNPV-neutrafoverthe
reliability of the electricity supply system, .
aS identified by AEMO — Standard revenue (indexed RAB, depreciation as-comissioned)

— Proposed revenue (unindexed RAB, depreciation as-incurred)

2020 2025 2030 2035 2040 2045 2050 2055 2060 20685 2070

= The revenue recovery profile under the
rule would align closely with the profile $250,000

Discounted Summary Benefits

o $200,000
of expected benefits
$150,000 I I
§$100,000 Illllll. T
&  $50,000 I Eg-s=
$0 e B B - - =
($50,000)
($100,000)
™ e} \n} A D N > %} A LS, N
AT SN ) S I P I AP AP
S S S S S S S P
Fiscal Year
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Revenue Reset and Customer Engagement

Simon Appleby, Manager Regulation & Investment Planning
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Background

In May 2016 with the strong support of the Consumer Advisory
Panel and the AER, ElectraNet embarked on an early
engagement approach designed to deliver:

= improved shared understanding of network challenges and
customer concerns

CUSTOMER
ENGAGEMENT
OUTCOMES
REPORT

28 MARCH 2017

= more targeted expenditure plans that better reflect
customer preferences

= greater trust and confidence in regulatory outcomes

= increased certainty in regulatory outcomes with ‘no
surprises’

= reduced resources engaged in the current regulatory
process

A ElectraNet
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Engagement Plan

The Consumer Advisory Panel helped
us co-design the early engagement

approach

22
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Design phase Listen phase Interpret & respond phase

Ongoing communications with key consumers and stakeholders

Develop consumer
engagement strategy
Establish Consumer
Advisory Panel

Identify stakeholder and
consumer groups for
engagement

Develop research
themes
Determine engagement
methods

Plan draft approach to
stakeholder engagement,
including setting key
performance indicators
(GGS)]

Review and draft
stakeholder engagement
plan with Consumer
Advisory Panel and other
key stakeholders

Consumer Engagement ##
Plan

B Appoint independent
research partner

Design engagement
interactions (willingness
to pay approach?)

Conduct research

and engagement
with consumers and
stakeholders
(workshops, interviews)

Share preliminary
consumer and
stakeholder insights
with Consumer
Advisory Panel

Publish independent
consumer and
stakeholder insights
report

Consumer and
stakeholder
engagement insights

Internal workshops
to understand the
consumer and
stakeholder insights and
consider their application

Revisit regulatory
positioning to understand
any changes required
following consumer and
stakeholder insights

Share how ElectraNet
has responded
to consumer and
stakeholder insights
with Consumer
Advisory Panel

Publish how ElectraNet
has responded
to consumer and
stakeholder insights
(high level overview)

Consumer and
stakeholder engagement
on how ElectraNet
responded to consumer

and stakeholder insights

Finalise the Revenue
Proposal and submit
to the AER

Revenue Proposal 228

Ongoing consumer

and stakeholder
engagement

AElectraNet




Effective Engagement

Stakeholders representing the
interests of customers such as:

The Panel guided us to focus on

engagement with direct

stakeholders and customer

representative organisations as a

targeted and effective approach on

transmission issues, rather than it

physically connected to
the ElectraNet network

direct engagement with individual including:

M residential customers Dlrect
Sma” CUStomerS M business customers Customers and

® landholders. stakeholders

W large users, business customers,
primary producers and the mining sector

W the local government sector
m environmental and conservation groups
W social services organisations

m regulators and government agencies.

Customers directly connected to the
transmission network and stakeholders
directly affected by ElectraNet.
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Customer Insights 2016

Feedback from customers shaped our
directions, priorities and plans

Key themes spanned:

24

Electricity costs
Customer experience
Role of the grid

New technology
Keeping the lights on
Transmission pricing

Revenue recovery
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Affordability

Choice

T
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Overall Approach

Deloitte.

P

PRELIMINARY
R UE
PROPOSAL

2019 - 2023

Ehctrlie 1/ Septerter 2018

RElectraNet

Customer Insights Report Network Vision Preliminary Revenue Proposal
» Provided key input and » Sets directions and priorities » Key vehicle to test our understanding
feedback to help shape our for managing and operating of customer needs through indicative
directions and priorities the transmission network expenditure plans
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Proposed Consumer Engagement Approach 2020

= Continue to work with customer representatives to provide meaningful opportunities for input to improve
the value of electricity transmission services in South Australia

= Strive to learn from the views and priorities of electricity customers and other stakeholders, and build this
feedback into our plans, projects and proposals to deliver on the long-term needs of customers

= Commence engagement program in November 2020 and co-design with Consumer Advisory Panel

= Seek input at each stage of the process:

O Seek input to the updated directions and priorities that will guide the way we maintain and operate the network, as
set out in our Network Vision

O Publish a Preliminary Revenue Proposal to test our indicative expenditure plans

O Collect input and feedback on our plans and proposals and finalising a formal Revenue Proposal that best meets
the needs of customers

= Continual improvement to previous approach through targeted fit-for-purpose engagement that is
effective, not expensive
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Ongoing refinements to our approach

Proposed approach

1. Commence engagement by November 2020 Commence program in Nov 2020 after co-design with CAP

2. Directly involve Board, CE and Executives Executive led program, endorsed by Board
3. Deliver improvements to previous approach Improvements to include earlier publication of a PRP and
Network Vision, less involvement from consultants

4. Collaborate and empower where possible |dentify any suitable topics through initial engagement

5. Include direct and unfiltered engagement Opportunities to be built into program (e.g. regional forums)

6. Consider success of New Reg trial Not considered warranted at this point

7. Consider dedicated Customer Forum if needed Not considered warranted at this point

8. Include a Preliminary Revenue Proposal Publish a Preliminary Revenue Proposal (as done previously)

9. Establish clear expectations and demonstrate  Set clear expectations at each stage and continue to publish a
where feedback has been taken on board response document

10. Commit appropriate resources Management commitment to program to continue supported by

dedicated resourcing

*Review of Consumer Engagement Practices by electricity networks, Harding Katz, 15 May 2020
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Indicative Engagement Program: 2023-2028 Revenue Proposal

Oct 20 Nov 20 Dec 20 Jan 21 Feb 21 Mar 21 Apr 21 May 21 Jun 21 Jul 21 Aug 21 Sep 21 Oct 21 Nov 21 Dec 21
coaner M3 o o o o o o o
Advisory |
Panel Consumer Advisory Panel Meetings :
L » |CAP Working Group
formed

Expenditure Forecast TAPR
Methodology 2021
ElectraNet
TAPR - Preliminary Revenue [
2020 Proposal
Listen Phase Interpret & Respond Phase

1
1
:
v :
1 . .
_________ I Stakeholder [ Stakeholder interviews & customer | Public forums (metro & regional)
Consumers forum workshops i Stakeholder briefings

Deep Dives & Technical Workshops
(AER, CAP, CCP)

Draft Network Final Network
Vision Vision
1

4¢---—-—-=—-==-=

<4-------
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Proposed engagement approach - for discussion

= Does ElectraNet’s engagement approach remain fit for purpose for a transmission business?

= Should ElectraNet continue to focus on engagement with representative customer organisations
rather than individual small customers?

= Should the Consumer Advisory Panel continue its role as both a sounding board and in co-design
of the engagement approach?

= |s the Network Vision an appropriate vehicle for giving customers and stakeholders the opportunity
to provide input on emerging trends and needs and to influence our priorities in managing and
operating the network?

= Does a Preliminary Revenue Proposal continue to provide a useful vehicle for stakeholders to
engage on our indicative plans and expenditure forecasts?

= Should ElectraNet be considering other changes or improvements in its approach?
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Network Vision: Directions and Priorities

Hugo Klingenberg, Manager Network Development
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Network Vision

ElectraNet’s vision for South Australia’s transmission
network is that it will deliver affordable and reliable power
supplies that support customer choices for a sustainable
future

= ElectraNet’s Network Vision sets out the future
directions and priorities for South Australia’s electricity
transmission network in a changing environment

= By developing the Network Vision we are giving our
customers and stakeholders the opportunity to provide
input on emerging trends and needs and to influence
our priorities in managing and operating the network to
deliver the services they require

HAElectraNet
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Context: Minimum demand, variability & complexity

= Minimum demand is declining, and the
incidence of minimum demand conditions are
increasing

= Changing minimum demand conditions in South
Australia are creating transmission operational
challenges

= Emergency control schemes need to be
amended and new ones added

= Operating South Australia as an electrical island
IS getting harder

= Significant amount of rooftop PV disconnects for
a transmission fault within the Adelaide Metro
area

= This reduces Heywood interconnector transfers
and increases local inertia requirements

Source: AEMO, SA
Electricity Report, 2019
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Figure 9  Profile of record minimum operational (as-generated) demand day (10 November 2019)
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Context: Impact of Distributed Energy Resources (DER)

DER is already having a significant impact on transmission operations in South Australia

STAGE1

NEM wide daytime
minimum demand

Liddell and other
power station

creates system retirements increase
security challenges in system security
certain areas. risks.

1

Residential solar begins

to periodically reach

50% instantaneous
NEM demand

]
NEM-wide daytime
minimum demand
creates system
security challenges

DATA
AND VI
Customer connection data is

static and little to no "live”
data

Limited to no LV visibility

DER register inplace

Customer DER
selfings start being
provided to NSPs
automatiralhs

Increasing network visibility
and automation of data
gathering for constrained
networks
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OPERATING
ENVELOPES

Fixed export limits

Dynamic operating
envelopes (DOE)being
trialled

Simple allocation
of export capacity

DOEs start in constrained
networks

Introduction of flexible,
near real time exportlimits

Export capacity allocated

based on forecasts

PASSIVE AND
ACTIVE DER

DER mostly passive PV
and poor disturbance
performance

Minimum DER

technical standards
under development

DER technical standards
in place

Active emergency PV
shedding capabilities
introduced in some
jurisdictions

CUSTOMER ACCESS

AND TARIFFS

Network access and tanff
reform high priorities.

New residential time-of-use
tanffs (e.g. solar sponge
tariff)

Networks access
arangements for

DER exports in

regulations

Network tanff reform
expanded e g V2G,
EV, and time
varying feed in
tanffs

NETWORKS AND
OPTIMSATION

Customer DER unmanaged

Active DER solutions
rarely used to solve
network constraints

DER integration tnals,
optimising DER
across local networks

Network batteries
become more widespread
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Network Vision themes

Propose to maintain the four themes of the 2016 Network Vision (with minimal changes)

1. The transmission network will continue to play an important role into the future to support safe,
reliable and affordable electricity supply

2. The ongoing uptake of distributed energy resources by customers is changing the role of the
grid

3. The generation mix is changing thereby creating new challenges for the resilient, secure and
reliable operation of the grid

4. New technologies are creating opportunities to change the way some network services can be
delivered
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Network Vision: How can you help?

= Do you agree with the proposed Directions and Priorities (refer to draft Information sheet
provided)?

=  Which specific ones are most important to you?

=  Which emerging trends need further consideration?

= |s there anything missing? Are there other items that should be on the list?

= Do you have specific concerns about transmission services in South Australia?

= Do you have any other input or suggestions?
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Wrap up and Next Steps

Rainer Korte, Group Executive Asset Management

|
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If you have any questions, please contact:

Chris Hanna
Senior Advisor Government & Stakeholder Relations
Mob: 0478 181 955

Hanna.Chris@ElectraNet.com.au

electranet.com.au
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