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ACEREZ

the future of renewable energy

2 August 2024

Mr Andrew Nicholls

Chief Executive Officer

Independent Pricing and Regulatory Tribunal
2-24 Rawson Place, Sydney NSW 2000

Dear Mr Nicholls,
Submission on ACEREZ Partnership draft Transmission Operator’s Licence

ACEREZ Partnership (ACEREZ) appreciates the opportunity to comment on IPART’s Draft Report and
draft recommended licence conditions for the ACEREZ Partnership Licence.

ACEREZ, a consortium of Acciona Concesiones, Cobra and Endeavour Energy, has been appointed by
EnergyCo and authorised by the Customer Trustee to be the Network Operator to design, construct and
maintain the transmission network for the Central-West Orana Renewable Energy Zone (CWO REZ).

This will be first renewable energy zone network infrastructure project to be progressed under the
Electricity Infrastructure Investment Act 2020 (NSW) (Ell Act) and will provide up to 6 GW of network
capacity for renewable energy and storage to connect and deliver clean, reliable energy to NSW
customers.

The CWO REZ will make a crucial contribution to the NSW economy through better coordinating
investment in new transmission capacity and new renewable energy generation. It will deliver
substantial benefits to customers through lower energy prices and additional protections against
disruptions and volatility as the National Electricity Market transitions away from fossil fuel generation.

IPART’s recommendation to grant licence to ACEREZ

We welcome IPART’s draft recommendation for the Minister to grant ACEREZ a transmission operator’s
licence. This will ensure that the project continues to keep to the timeframes set out in the NSW Energy
Infrastructure Roadmap to support the smooth transition towards renewables.

ACEREZ is committed to the delivery of a reliable network that drives decarbonisation, delivers value to
local communities through job creation, participation opportunities and positive partnerships. Working
alongside EnergyCo, we are actively engaging with the local community and building confidence and co-
operation in the project with all stakeholders including Aboriginal and Torres Strait Islander people,
landowners, and councils. The granting of a transmission operator’s licence will be a major milestone in
the delivery of the CWO REZ and help strengthen community and stakeholder confidence, enabling us
to further engage and progress the project.

Comments on the draft licence conditions

We appreciate IPART’s approach to the drafting of the proposed licence conditions. On balance, the
draft conditions reflect a sensible, proportionate and practical approach to protecting customers and
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promoting confidence and transparency in the project while recognising the unique contractual and
regulatory arrangements applicable to the project under the Ell Act.

Our submission identifies a few refinements to certain conditions that would help to deliver better
outcomes for customers and the project. The attached table details our response to IPART’s questions
set out in the Draft Report. In summary, our main points for IPART’s consideration include:

e Clarification on the requirement to maintain appropriate insurance to better reflect that the appropriate
insurance requirements will change through the various stages of the project and the requirement to
hold all insurances at all times (for example requiring operational phase insurances in 2024 which are
only needed after commissioning of the project) may not create any benefits for customers.

e Additional time is required for ACEREZ to ensure compliance with the conditions related to critical
infrastructure, to enable us to engage further with the Cyber and Infrastructure Security Centre and
agree and establish appropriate protocols for access, operation and control of data and ICT systems.

e The need for Business Continuity Plans during the design and construction stage could create
unnecessary duplication and costs given the range of existing documentation and policies already
being developed and implemented for this stage.

Reliability and Performance Standards

As noted in our licence application, EnergyCo as the Infrastructure Planner is responsible for planning
the technical capability, reliability and performance standards for the CWO REZ. ACEREZ'’s
responsibility is to construct, operate and maintain the network consistent with those standards.

We therefore appreciate the proposed approach put forward in the Draft Report for the licence to
replicate the contractual performance regime for the CWO REZ and not to impose an additional
performance regime onto ACEREZ. Requiring ACEREZ to measure and report against reliability and
availability standards (99.75% and 99.963%, respectively) and then take action if these standards are
not met will improve transparency for customers and provide a reasonable threshold to maintain efficient
reliability and availability outcomes for generators connecting to the CWO REZ.

ACEREZ notes that even with the draft licence conditions reflecting the points noted above, there is still
the possibility of differences in interpretation and assessment between the Infrastructure Planner and
Tribunal on performance and reliability issues plus potentially disagreement between the parties on the
appropriate action to rectify.

There is a possibility that ACEREZ is required to develop separate reports on different basis and be
subject to different compliance obligations under the licence compared to the Ell Act arrangements. This
creates a risk to the project that was not foreseen at the time of the tender for the project. To best
manage this risk, we appreciate if IPART regularly consults with the Infrastructure Planner on these
matters and engages with all parties prior to considering any compliance requirements.

The attached table provides some suggested clarifications and modifications to the draft licence
condition to better align the practical application of the standards with our incentives and obligations
under the Ell Act, including:

e The Infrastructure Planner has the ability to amend the reliability and performance regime in our
contractual arrangements. Therefore, there is the possibility of divergence between our contractual
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obligations and the licence conditions over time which will impede our ability to comply with the
licence conditions. We appreciate if IPART could clarify how it intends to update the licence
conditions if the Infrastructure Planner changes the performance requirements of the CWO REZ.

e ACEREZ’s ability to implement any solutions set out in the rectification plan will be subject to the
approval of the Infrastructure Planner consistent with our contractual arrangements.

° The Regulatory Investment Test for Transmission (RIT-T) has been developed for customer-based
reliability assessments and not for assessing improvements in renewable energy zones for
generators. There are challenges in applying the methodology in the context of the CWO REZ.
Further it is not consistent with the contractual arrangements for rectification action and could
contradict the incentives provided under the Ell Act. We suggest that IPART removes the requirement
to apply the RIT-T methodology noting that IPART will still have the ability to approve the
methodologies employed for any cost benefit analysis.

We also note that there could be an error in the draft licence which states that the Reliability Standard for
each financial year is 99.975%, while the draft report refers to the Reliability Standard being set at
99.75%. We have assumed that the Standard will be 99.75% as described in the draft report.

Engagement with EnergyCo when applying the licence

The draft licence conditions provide a level of discretion for IPART in deciding how to apply the
conditions including on how ACEREZ must demonstrate compliance. This is appropriate as it provides
flexibility for IPART to apply the licence conditions in certain ways to reflect particular issues and
circumstances at that time.

In deciding the application of the licence conditions and reporting requirements on ACEREZ, it will be
important that IPART appreciates the unique nature of the CWO REZ and the contractual and regulatory
framework applicable to ACEREZ. As noted in the Draft Report, there will be some duplication between
the licence conditions and the contractual arrangements applicable to ACEREZ. This can lead to risks of
inconsistencies, confusion and potentially unnecessary costs. IPART should always first explore the
contractual arrangements prior to considering taking regulatory action under the licence conditions.

Further, the structure of the cost recovery arrangements reflects a typical fixed price public-private
partnership (PPP) type arrangement with limited ability to adjust prices in the future. ACEREZ are not
afforded the same provisions as other regulated network businesses who have the ongoing ability under
the National Electricity Rules to seek efficient and prudent costs of complying with any regulatory
requirement! and can seek funding to meet licence conditions either through the cost pass through
arrangement or a five yearly regulatory revenue reset. ACEREZ’s ability to comply and respond to
IPART’s directions and requests for information will be influenced by our contractual arrangements.

We would encourage IPART to regularly engage with EnergyCo when considering the application of the
licence conditions.

' See National Electricity Rules 6A.6.7(c) and 6A.6.6(c) which requires the AER to accept forecast operating and
capital expenditure associated with complying with all applicable regulatory obligations or requirements associated
with the provision of prescribed services (under the capital and operating expenditure objectives).

WWW.ACEREZ.COM.AU LEVEL 16, 1 YORK STREET, SYDNEY, NSW 2000




@

ACEREZ

the future of renewable energy

We appreciate IPART’s engagement and cooperation to date on our licence application and we welcome
the opportunity to engage further with your staff on the matters set out in this submission.

Should you require any further information regarding our submission, please contact Eamonn Corrigan,
Regulatory Manager if you have any questions.

Yours sincerel

Trevor Armstrong | Chief Executive Officer
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