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IMPACT & IMPLEMENTATION REPORT -
DETAILED REPORT SECTION

CRITICAL EXAMINATION OF PROPOSAL

1. Description of
change(s) and reasons
for change(s)

The proposed changes in this IIR are based on a series of non-
material amendments to the RMPs to enhance consistency
between:

1. Each of the jurisdictional RMPs; and
2. The RMPs, the National Gas Law, and National Gas Rules;

AEMO'’s long term objective is to enhance consistency between
the regulatory frameworks for all retail gas markets. The
proposed changes in this IR are documentation only changes
that increase consistency in the audit provisions in the RMPs for
each of the retail gas markets.

In summary, proposed changes are as follows:
IN028/13 (Harmonising of Audit Provisions)

This is a documentation only change to the provisions relating to
market audits in the RMPs for each jurisdiction. The purpose of
this change is to align the audit provisions in the RMPs for each
of the retail gas markets.

Refer to Attachment A for
associated with this change.

the marked-up amendments

AEMO has decided not to proceed with the following changes:

e IN025/13 (Removal of Obligation to Publish SA Profiling
Guideline); and

o INO09/14 (SA Disconnection by User)
See section 9 for further details.

The effective date for the proposed changes in IN028/13 is
3 November 2014.

2. Reference
documentation

e Procedure Reference

e GIP/Specification
Pack Reference

e Other Reference

RMPs for VIC, QLD, SA and NSW/ACT

3. The high level details
of the change(s) to the
existing Procedures

This includes:

e A comparison of the
existing operation of
the Procedures to the
proposed change to
the operation of the
Procedures

As noted in section 1, the proposed amendments in this IIR are
documentation only changes that increase consistency in the
audit provisions in the RMPs for each of the retail gas markets.
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e A marked up version
of the Procedure
change

4. Explanation regarding
the order of magnitude of
the change

(eg: material, non-
material or non-
substantial)

These proposed amendments are documentation only changes to
the RMPs and considered to be non-material.

ASSESSMENT OF LIKELY EFFECT OF PROPOSAL

5. Overall Industry Cost /
benefit (tangible /
intangible / risk) analysis
and/or cost estimates

As prescribed in the “Approved Process”, registered participants
and interested stakeholders were requested to complete
submissions to the Proposed Procedure Change (PPC).
Submissions closed on 16 April 2014. AEMO received
submissions from AGL, Alinta, Energy Australia, Envestra, Lumo
and Origin.

Using the Gas Retail Consultative Forum (GRCF) participants
and stakeholders were asked to complete and submit
Stakeholder Assessment Forms (SAFs) to provide AEMO with
cost benefit data that AEMO could use, in summarised form, to
develop the IIR.

In terms of costs, AEMO did not receive feedback from
participants that raised any concerns in relation to any cost
impacts to industry. AEMO has therefore concluded that there are
no participant costs for implementing any of the proposed
changes.

For AEMO, these are documentation changes only and therefore
there are no costs to implement.

In terms of benefits, the following tangible and intangible benefits
are likely to be realised:

e Operational efficiencies and cost savings for AEMO.

e Improved clarity of RMPs and greater understanding of what
arrangements apply in each jurisdiction.

6. The likely
implementation effect of
the change(s) on
stakeholders (e.g.
Industry or end-users)

The implementation effect of this change enhances consistency
between the regulatory frameworks for all retail gas markets.
These changes support harmonisation of RMPs across all
jurisdictions by introducing consistent audit provision across all
retail gas markets.

7. Testing requirements

Nil.

8. AEMO's preliminary
assessment of the
proposal's compliance
with section 135EB:

- consistency with NGL
and NGR,

- regard to national gas
objective

- regard to any applicable
access arrangements

Consistency with NGL and NGR:

AEMO’s view is that the proposed changes for IN028/13 are
consistent with the NGL and NGR. The proposed changes
promote clarity and consistency across four jurisdictions.

National gas objective

"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 price, quality, safety, reliability and
security of supply of natural gas."

It is AEMO's view that each of the proposed changes for
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INO28/13 will assist to facilitate the efficient operation of each of
the retail gas markets, and are in the long-term interests of
consumers as it promotes clarity and consistency.

Applicable access arrangements

AEMO'’s view is that the proposed changes for IN028/13 are not
in conflict with existing Access Arrangements. No Distributor
raised concerns with the proposed amendments in relation to
their Access Arrangement.

9. Consultation Forum
Outcomes

(e.g. the conclusions
made on the change(s)
whether there was
unanimous approval, any
dissenting views)

The proposed procedure changes were initially included in
Proposed Procedure Change (PPC) for RMP Changes 2014
(Package 2).

On 6 May 2014, AEMO published a notice under Rule 135EG of
the NGR extending the time limit for publishing an IIR for the
proposed changes for IN028/13, IN025/13 and IN009/14. In this
notice, AEMO indicated it would publish the IIR by 29 August
2014.

The following is a summary of the consultation that has occurred
since AEMO published the notice of time extension.

INO28/13 (Harmonisation of Audit Provisions)

At the GRCF meeting on 22 July 2014, AEMO presented a paper
clarifying some of the issues raised by participants in relation to
this proposal. This paper included some revised drafting
changes which included:

e Using the current definitions of “market participant” or
“participant” in the RMPs for each jurisdiction, instead of
creating a single definition to be applied across each
jurisdiction; and

o Creating a new obligation for AEMO to publish the final audit
report on its website.

AEMO invited comments from the GRCF to these revised
changes and received feedback from AGL and Lumo. This
feedback, including AEMO’s response, is summarised below.

Rationale for bi-annual audits

AGL and Lumo indicated that it is not clear what the benefits are
for moving to bi-annual audits. Specially, what the expected
operational efficiencies and cost savings are for AEMO and
participants.

AEMO considers that recent retail market audits in VIC, QLD and
SA have produced low level findings and some efficiencies are
expected to be achieved if bi-annual audits are adopted for all the
retail gas markets. The operational efficiencies for AEMO (and its
service providers) in having bi-annual audits for each jurisdiction
include time and resources saved in preparing and collating
materials for audits.

Process for requesting audits

AGL and Lumo questioned whether a mechanism is required in
the RMPs to specify how participants can request audits within
the prescribed two year period. Also, whether there would be
additional fees on the participant directly requesting the audit.

AEMO does not believe it is necessary to prescribe a mechanism
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in the RMPs how participants can request audits. Participants
can request audits at any time by either formally writing to AEMO
or raising this request at the GRCF. The costs for any additional
audits will not be imposed directly on the participant requesting
the audit and will instead be recovered from all participants via
AEMO'’s existing market fees.

Transparency of audit findings

AGL and Lumo indicated that AEMO needs to improve future
audits reports to deliver transparency in regards to audit findings
which will in turn enhance the value of report for participants.

AEMO provides as much information to the extent possible in its
audit reports that are published on its website. Any information
that is commercially sensitive cannot be released. Audits are
conducted by an independent party and reports are prepared in
accordance with the Auditing Standard ASAE 3000. Participants
may request additional information on any of the audit findings
detailed in the report.

Additional audits in NSW/ACT

AGL and Lumo indicated that given significant changes are likely
to occur as a result of the NSW/ACT retail gas project (NARGP),
annual audits need to be conducted in NSW/ACT in 2015 and
2016 for the delivery of this project.

AEMO agrees with the comments from AGL and Lumo and
support the retention of annual audits in NSW/ACT over this
period, to correspond with the delivery of the NARGP.

IN0O25/13 (Removal of Obligation to Publish SA Profiling
Guideline)

This proposal relates to the removal of clause 209(2) from the
RMP-S which requires AEMO to publish a guideline that sets out
the principles on which profiled pipeline nominations and profiled
sub-network nominations are calculated.

AEMO received comments on the proposed changes from AGL
and Lumo following the publication of the PPC on 2 April 2014.

Lumo indicated that clause 209(2) should being retained in the
event that another sub-network is established in SA. If this were
to occur, then AEMO would be required to determine the
necessary profiles for this new sub-network. Therefore, AEMO
should publish the guideline outlining the process for how it
prepares these profiles.

AGL sought confirmation on whether AEMO has developed and
published a policy on the retention and management of profiles
referred to in clause 209(2)(c).

At the GRCF meeting on 23 June 2014, AEMO indicated that
based on feedback from AGL and Lumo, it has decided not to
proceed with this proposal on the basis the guideline may be
required if a new sub-network is ever created in SA.

Therefore, AEMO will develop a draft guideline to be included in
the SA Information Pack.

INO09/14 (SA Disconnection by User)

This proposal relates to Envestra’s recommendation for the
removal of a redundant provision (clause 111) currently in the
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RMP-S that permits a user to disconnect a basic meter, and
makes provision for the user to take a disconnection meter read
and provide it to the network operator.

AEMO received comments on the proposed changes from AGL,
Alinta Energy and Envestra following the publication of the PPC
on 2 April 2014.

Note: on 7 April 2014, AEMO facilitated a teleconference with the
GRCF to discuss the proposed changes for IN009/14 (SA
Disconnection by User).

Envestra (the proponent) indicated that the proposed change is
consistent with its Access Arrangement and current practices in
SA, whereby users are not allowed to physically disconnect or
interfere with any of its meters.

AGL indicated that it did not support the proposed change on the
basis that RMPs should align with the overriding legislation (the
SA Gas Act) which permits disconnection to occur by a retailer,
stating that ‘a gas entity, subject to conditions determined by the
Minister, may appoint a gas officer. AGL noted that if the
Minister were to determine the accreditation criteria for an
alternative service provider, then the NERR would support this
process.

Alinta Energy questioned the need for the proposed change and
indicated that the existing provisions are not creating any
significant issues. Alinta Energy noted the potential divergence
between the RMP and the SA Gas Act and indicated that
consideration should be given in terms of the overriding
legislation that governs relevant activities and ensuring the RMP
is aligned to this.

At the GRCF meeting on 23 June 2014, AEMO provided a
summary of the legal advice it had received on this proposal.
The legal advice recommended the proposed changes not
proceed on the basis that the removal of clause 111 from the
RMP-S would result in a misalignment between the RMPs and
the provisions of the overriding legislation (the SA Gas Act).

Therefore, based on this legal advice, AEMO decided not to
proceed with the proposed changes under INO09/14.

RECOMMENDATION(S)

10. Should the proposed
Procedures be made,
(with or without
amendments)?

AEMO recommends that the changes be made as drafted for the
procedure change for IN028/13 (Harmonisation of Audit
Provisions). As noted in section 9, AEMO does not recommend
that the procedure changes proceed for:

e [IN025/13 (Removal of Obligation to Publish SA Profiling
Guideline)

e INO09/14 (SA Disconnection by User).

11. If applicable, a
proposed effective date
for the proposed
change(s) to take effect
and justification for that
timeline.

AEMO proposes an effective date of 3 November 2014 for the
proposed changes for IN028/13 (Harmonisation of Audit
Provisions).
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ATTACHMENT A — PROPOSED RETAIL MARKET PROCEDURE CHANGES
INO28/13 — Harmonisation of Audit Provisions

Blue represents additions Red and strikeout represents deletions — Marked up changes

Extract from Version 13.0 of the RMP-N/A
Amend the definitions in clause 1.3 as follows:
review means an examination in accordance with the standard (as varied from time to time) for

a review specified in Auditing Standard ASAE 3000 (Explanatory Framework for Standards on
Audit and Audit Related Services) prepared by the Auditing and Assurance Standards Board.

Amend clause 38 as follows:

38. AUDIT OF AEMO'S FUNCTIONS UNDER THE PROCEDURES

38.1 AEMO-may-appeinrtindependentauditorThere is no clause 38.1.

38.2

38.3

| 38.4 Auditor’sreportThere is no clause 38.4.

38.5 Market Audit
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(a) AEMO must undertake a Review at least every two years.

(b) In undertaking a Review, AEMO must appoint a Market Auditor who in
AEMO’s reasonable opinion is independent and suitably qualified to conduct
a Review.

(c) A Review must examine compliance by AEMO with its processes and the
effectiveness and appropriateness of systems utilised in the operation of any
activities as set out in or contemplated by the Procedures, including but not limited
to:

) AEMO's compliance processes and compliance with the Procedures;

(i) T Controls, including software management and business continuity;

(i) integrity of the AEMO meter reqister;

(iv) profiling and allocation processes and systems; and

(v)  retail billing and information systems.

(d)  AEMO will determine, in consultation with market participants, the extent and scope
of the Review to be undertaken.

(e) AEMO must ensure that the person who conducts the Review prepares a report in
which the results of the Review are set out.

(f) __ The report prepared by the Market Auditor in accordance with clause (e) must be
published on the AEMO website and made available by AEMO to market
participants on request.
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Extract from Version 8.0 of the RMP-V

Amend the definitions in clause 1.1.1 as follows:

review means an examination in accordance with the standard (as varied from time to time) for

a review specified in Auditing Standard ASAE 3000 (Explanatory Framework for Standards on

Audit and Audit Related Services) prepared by the Auditing and Assurance Standards Board.

1.7

Market Audit

(a) AEMO must undertake a Review at least every two years.

(b)

In undertaking a Review, AEMO must appoint a Market Auditor who in

(9]

AEMO'’s reasonable opinion is independent and suitably qualified to conduct
a Review.

A Review must examine compliance by AEMO with its processes and the

(d)

effectiveness and appropriateness of systems utilised in the operation of any
activities as set out in or contemplated by the Procedures, including but not limited
to:

(i) AEMOQO's compliance processes and compliance with the Procedures;

(i) T Controls, including software management and business continuity;

(i) integrity of the AEMO meter reqister;

(iv) profiling and allocation processes and systems; and

(v) _retail billing and information systems.

AEMO will determine, in consultation with Market Participants and Distributors, the

(e)

extent and scope of the Review to be undertaken.

AEMO must ensure that the person who conducts the Review prepares a report in

()

which the results of the Review are set out.

The report prepared by the Market Auditor in accordance with clause (e) must be

published on the AEMO website and made available by AEMO to Market
Participants and Distributors on request.
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Extract from Version 9.0 of the RMP-Q

Amend the definitions in clause 1.1.1 as follows:

Review

1.7

Means Ar-an examination in accordance with the standard specified
(as varied from time to time) for a “review” specified in Auditing

Standard AUS1406:“ASAE 3000 (Explanatory Framework for standards
on Audit and Audit Related Services)” prepared by the Auditing and

Assurance Standards Board-ef-the-Australian-Accounting-Research
F \ation. odl § . ey

Market audit

@)

(b)

(©)

(d)

(e)

(f)

AEMO must arrange-ferundertake a Review te-be-conducted-atleastannually-by
a-Market-Auditorat least every two years.

In undertaking a Review, AEMO mustshal appoint a Market-AuditorMarket
Auditor who in AEMQO’s reasonable opinion is independent and suitably qualified
to conduct the required Review.

Fhe-A Review must examine compliance by AEMO with its processes and the
effectiveness and appropriateness of systems utilised in the operation of any
activities as set out in or contemplated by the Procedures, including but not
limited to:

f busi ;

(i)  AEMO's compliance processes and compliance with the
Procedures;
continuity;

(i) integrity of the AEMO meter register;

£1(iv) profiling processes and systems; and

vi)(v) retail billing and information systems—(balancing-and-STHM
lictributi I . )

AEMO will determine, in consultation with Participants, the extent andmust

establish-and-implementa-consultative-process-thatenables-Users-and

Distributorsto-provide-input-into-the development-of-the scope of the Review on
an-annualbasisto be undertaken.

AEMO must ensure that the person who conducts the Review prepares a report in
which the results of the Review are set out.

The report prepared by the Market-AuditorMarket Auditor in accordance with
clause 1.7(e) must be published on the AEMO website and made available by
AEMO to Users-the-AER-and-DistributorsParticipants on request.
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Extract from Version 6.0 of the RMP-S

Amend the definitions in clause 2 as follows:

“review” means an examination in accordance with the standard (as varied from time to time)

for a review specified in Auditing Standard ASAE 3000 (Explanatory Framework for Standards
on Audit and Audit Related Services) prepared by the Auditing and Assurance Standards Board.

Part 7.2— Audit

350. Thereis no clause 350.

351. Market aAudit-eFAEMO

(a) AEMO must undertake a Review at least every two years.

(b) In undertaking a Review, AEMO must appoint a Market Auditor who in
AEMOQO’s reasonable opinion is independent and suitably qualified to
conduct a Review.

(c) A Review must examine compliance by AEMO with its processes and the
effectiveness and appropriateness of systems utilised in the operation of
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any activities as set out in or contemplated by the Procedures, including
but not limited to:

(i) AEMO's compliance processes and compliance with the Procedures;

(ii) _IT Controls, including software management and business continuity;

(iii) integrity of the AEMO meter reqister;

(iv) profiling and allocation processes and systems; and

(v) retail billing and information systems.

(d) AEMO will determine, in consultation with participants, pipeline operators
and prescribed persons, the extent and scope of the Review to be
undertaken.

(e) AEMO must ensure that the person who conducts the Review prepares a
report in which the results of the Review are set out.

(f) The report prepared by the Market Auditor in accordance with clause (e)

must be published on the AEMO website and made available by AEMO to
participants, pipeline operators and prescribed persons on reguest.

352. There is no clause 352 Audit-of-network-operator’'s-metering-responsibilities

&

353.

354.

There is no clause 354.Auditer’'sconflict-of-interest

[13 1 H LA
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358. There is no clause 358.Auditreport

359. Thereis no clause 359.Level of Audit

Y Slaval’? m
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360. There is no clause 360.AEMO’saudit- summaryreport
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