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We acknowledge the Traditional Owners of
country throughout Australia and recognise their
continuing connection to land, waters and culture.

We pay respect to their Elders
past and present.




Today's agenda

1. Welcome and objectives (8 min)

2. Stakeholder feedback and updates to the ISP
Methodology (40 min)

3. Questions and comments (40 min)
4. Next Steps (2 min)
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How to interact today

www.sli.do
HAEMO

* Please ask questions or make comments using Slido.

* Questions can be up-voted. AEMO will not provide responses to
unanswered questions.

* When we come to your question, we will unmute you to allow you
to engage with the response.

« Written replies may be provided through Slido if appropriate.
* We will also place a direct Slido link in the Teams chat.
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https://app.sli.do/event/wmA8vuxfQo86AYap42Kcm4

Today’s objectives
. N

@ Present a high-level summary of
O O the final ISP Methodology and

O inform how feedback has been
addressed.

= /
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—— After the presentation about the
[_67—‘ ISP Methodology, there will be
ey AN Opportunity to ask AEMO any
guestions.
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2024 ISP Timeline

Draft Inputs,
Assumptions &
Scenarios Report
(IASR)
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Stakeholder submissions
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AEMO received feedback on eight
key areas
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Overview of the ISP modelling methodology
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e 6 (5(8) assessment
Gas market data Secenario demand S e i Candidate REZ Transmission

{e.g. ; ,
and dew_.alc:prne nt and energy gﬂ'.-'emgrirlen t and generation e Develop transmission
options forecasts policy) parameters options expansion options

Assess and select
additional
transmission options

Capacity outlook model

Power system analysis
Identify

Ssneratic preferred
N o Transmission Validate costs capacity
Gas SUFPIY expansion/retirement network and expansion Develop network

model rd Stotage expansion benefits options constraint equations

development
eo Revise transmission

Time-sequential model expansion options

Gas- Test and

powered canfirm

generator Estimate costs Market dispatch system

demand and bensfits outcomes reliability and
operability

Optimised generation, storage and network outlook, with costs and benefits
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Draft proposal

1. Including a value of carbon emissions

Once the National
Electricity Objective (NEO)
is amended, an additional
class of benefit may be
required to incorporate the
impact of the change into
the ISP cost-benefit
analysis.

Therefore, AEMO proposed
to amend the ISP
Methodology to include the
possibility of the use of a
value of carbon emissions
in the ISP analysis, subject
to supporting regulatory
changes.

Stakeholder feedback

AEMO should provide
sufficient information on
how the value of carbon
emissions would be
derived.

Stakeholders strongly
supported the proposal to
include an additional class
of market benefit to
incorporate the value of
emissions reductions, once
there is clear direction
provided by the AER.

Decision
(Added clarifications)

AEMO has adopted its
original proposal to reflect
the anticipated emissions
reduction objective in the
NEO by applying a value of
carbon emissions or value
of emissions reduction in
the ISP.

The application of this
method in the 2024 ISP is
subject to a value being
developed by an
authoritative body, as
clarified in the consultation
summary report for the
final methodology.
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2. Dispatch behaviour of storage devices

Draft proposal

AEMO proposed to apply
limits to the capacity of
storage devices in the ISP
models:

- 50% capacity reduction
for devices with less than

two hours of storage

- 25% capacity reduction
for devices with 2-4
hours storage

- 10% capacity reduction
for devices with 4-8
hours of storage.

Stakeholder feedback

Stakeholders generally
accepted the proposal as an
approach to reflect imperfect
foresight, however,
recommending that the
approach be committed for the
2024 ISP only.

Some stakeholders did not
support the update as storage
technology may improve and
historical storage behaviour
may not reflect future
behaviour.

Decision
(Changed approach)

AEMO decided not to
implement the proposed
changes to storage duration for
the 2024 ISP as more
investigation and analysis to
identify the ideal
implementation is required.
Imperfect foresight
considerations for storages will
be revealed in operability
modelling to assess power
system reliability and operability
under a range of conditions.

AEMO will progress work to
better understand the operation
of existing battery storages and
investigate potential future
modelling improvements.
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3. Consumer Risk Preferences

L Draft proposal }

AEMO to engage a
consultant to explore
the potential use of
consumer risk

preference metrics.

AEMO proposed to
amend the ISP
Methodology to explain
how these metrics may
be used.

[ Stakeholder feedback }

Stakeholders supported
the proposal to use
evidence-based
consumer risk
preference metrics as
part of applying
professional judgement
to finalise the selection
of the Optimal
Development Path.

AEMO must consider
consumer risk
preferences, not only
risk neutrality and risk
aversion.

Decision
(Added clarifications)

AEMO has decided to
implement this update.

The project is exploring
consumers’ risk appetite
for either price increases
or price decreases under
various scenarios.

Ask your questions at www.Sli.do #AEMO
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4. Transmission project lead time uncertainty

[ Draft proposal }

AEMO proposed to
amend the ISP
Methodology so that
AEMO can revise
project lead times to
reflect the greater
uncertainty observed
in the delivery of these
major infrastructure
projects.

[ Stakeholder feedback }

AEMO should include
projects that have
completed their regulatory
investment test for
transmission (RIT-T)
among the projects that it
considers revising earliest
in-service dates.

Support for an ‘actionable’
window to allow some
projects to be identified as
actionable sooner.

|

Decision
(Changed approach)

Based on feedback, we
have revised our position
on the ‘actionable’
window concept. We
now consider that an
actionable window
should be introduced to
reflect the progress that
has been made on
actionable projects and
the impact on timelines if
a project loses
actionability.
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Based on stakeholder
feedback, AEMO will | 202Pasesment  2024iPassessment

() 2022-23 Regulatory approval

adopt actionable proaresas o

years after being
° n d o s 2023-24 actioned in 2022
2024-25

An actionable window is used to determine which projects are 2025-26 Remaining lead time

actionable. If a project is optimally required during the Hhatesrimi i

actionable window, then it is actioned in the ISP. 2026-27

» There is no change for projects that weren'’t actionable in the 2027-28
previous ISP — if the project’s optimal timing is two or more 3
years after its earliest delivery date, then it is not actioned. 2028-29 EISD Actionable -

- For a project that is already actionable, the actionable 202030 ML window |
windows is two years (to account for the time between ISPs) ‘ﬂ‘f:i'sgzze
plus two years for each ISP that previously maintained its 2030-31 |EiELIEEETIELT
actionable status (to reflect a need to repeat work if
actionability were removed and subsequently reinstated). 2031-32 ‘

(EISD = earliest in-service date.) 2032-33
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5. Impact of fossil-fuelled generation on

REZ transmission limits

L Draft proposal }

To eliminate the need
for manual modelling
corrections through use
of offsets, and given the
expected increase in
future retirements of
fossil-fuelled generators,

AEMO proposes to allow
fossil-fuelled generators
to be included as
specific terms in the
transmission limits for
Renewable Energy
Zones.

[ Stakeholder feedback }

The update may reserve
transmission network
capacity for fossil-
fuelled generation, and
suggested ISP modelling
of losses could be
improved.

ISP modelling would be
improved by using a
“more granular, but not
necessarily a fully nodal
transmission network
model.”

Decision
(Added clarifications)

This change will not
reserve network
capacity for fossil-
fuelled generation.

AEMO has adopted the
original update to
accommodate access to
transmission network in
the market model for all
generation.

The model‘s complexity
prevents further
granularity.
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6. Assumed renewable energy resource quality

[ Draft proposal }

- Update wind profile

assumptions using the
most recent historical

performance data.

- Incorporate more
granular information

about site development
suitability within REZs,
Including environmental,
ecological and cultural
heritage criteria and
land use categories.

[ Stakeholder feedback }

Stakeholders supported
the proposed updates.

AEMO should improve
its consideration of
cultural heritage,
particularly with
reference to Indigenous
sites, in its screening of
land use data and
selection of areas that
are suitable for
development.

Decision
(No change)

AEMO adopted its
proposed updates to
exclude areas for the
development of wind
generation.

The multi-criteria
analysis includes

planning data for
biodiversity and cultural
heritage, however due
to confidentiality and
the conceptual nature of
the modelling this data
will not be published.
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[ Draft proposal }

AEMO proposed to
apply energy limits on
the reliability-response
band of the demand
side participation in the
ISP modelling process.

AEMO asked for
stakeholder feedback on
a proposed limit that
assumes a maximum of
two hours of operation
of demand side
participation, based on
historical data.

7. Demand-side participation (DSP) duration

[ Stakeholder feedback }

Stakeholders generally
supported limiting
Demand Side
Participation duration.
Some submissions
highlighted the need for
more data on
appropriate duration
length.

Decision
(No change)

AEMO will implement
the changes to DSP
duration. It will be
limited to a maximum of
two hours of continuous
operation per day in the

reliability response
band.

AEMO may revisit this
assumption when more
data is available.
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8. Network losses for REZs and sub-regions

L Draft proposal }

For the creation of
Renewable Energy
Zones, particularly
where they are far from
the regional reference
node, AEMO is proposed
to be able to create new

loss equations. This will
make sure that
electricity losses across
the system are
appropriately included
in the ISP model.

[ Stakeholder feedback }

Stakeholders supported
the proposal for
improvement to
calculation of network
losses.

All submissions on this
topic supported
improvement to catering
for losses.

Decision
(No change)

AEMO amended the ISP
Methodology to use the
loss equations to better
represent power
transfers between
specific REZs and sub-
regions.

This allows for
consistency with the
existing pricing
methodology and merit
order dispatch process
for the NEM.
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Additional topics were raised beyond the

consultation scope
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Questions and
comments

www.sli.do
#AEMO

Sign in with your name




Next steps

 Please provide feedback on today's webinar.

* Inputs Assumptions and Scenarios and Transmission Expansion
Options Reports published 28 July.

« Reqister here to attend the Transmission Expansion Options Report
publication webinar on 10 Aug 2023

 Draft 2024 ISP publication expected on 15 December for public
consultation.
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AEMO

AUSTRALIAN ENERGY MARKET OPERATOR
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