Attachment 2

This attachment details the specific issues that would arise should legal or functional separation be
mandated for the provision of some services currently provided by TasNetworks as a transmission
network service provider.

Training

TasNetworks operates a Registered Training Organisation (RTO). This RTO provides both in house
training and qualifications for our own team members as well as providing training for external parties
so they are able to safely work on our assets. This is critical to providing sustainable customer
outcomes as it allows access to additional resources as required; like when there is a surge in
connection requests or when restoring power following a major storm event.

To legally separate the provision of contestable training would require the establishment of a new
RTO. RTOs must be accredited by the Australian Skills Quality Authority (ASQA). Accreditation is a

relatively complex task and includes an annual fee and regular reviews to ensure adherence to ASQA
standards. This stand-alone RTO would have to engage TasNetworks and use our facilities, to
undertake the training due to the specific requirements of the training. Functional separation would
be inefficient as there would be insufficient work to cover ongoing and establishment costs. .

_ This would restrict the number of contractors TasNetworks could utilise when extra
resources are required (like following a major storm event) which would either result in a reduction
in service quality or an increase in costs as TasNetworks would otherwise be required to maintain an
increased head count to manage these situations.

Information provision — comparison between distribution and transmission

For transmission related connections, Chapter 5 of the NER sets out the information that must be
provided to assist customers with connection applications.

Schedule 5.10 sets out the specific nature of the information required and the means (either via
website or directly to the customer on enquiry) of provision. For bespoke information requests, the
TNSP is allowed to charge a fee to recover the costs of providing this information.

There are further information provision requirements specified in section 5.3.3.

This information is provided to enable customers to make an informed decision on which aspects of
its connection it would like to treat as contestable. The cost of providing this information is usually
minor in comparison to the overall costs of the connection investment. Therefore, there is the
potential for any costs arising from direct information requests to be exceeded by the benefits gained
through competition in the provision of the connection services.


https://www.asqa.gov.au/rtos/how-to-become-rto

In comparison, in Tasmania there is no contestability in the provision of distribution connection
works®. Only in the case of larger connections would the costs of providing information to customers
on the technical requirements of their connection come close to any likely savings from being able to
competitively source the connection works.

Where possible, TasNetworks will work with customers (including developers) to source the lowest
cost alternative in providing connection works. TasNetworks provides generic information through
(see Developer’s toolkit) which includes a list of accredited service providers. If a customer can find
synergies in, for example, trenching, as long as the work is done to TasNetworks’ standards then we
will engage with the customer to realise these benefits. In these circumstances, TasNetworks will
provide only the additional information required by the customer, thereby ensuring the cost of
information provision does not outweigh any potential benefits.

Even for larger connections it is hard to find savings. For larger connections, TasNetworks will provide
the specifications required for any connection works along with a cost estimate. The customer does
have a choice between engaging TasNetworks to do a connection assessment or engaging their own
engineer. However, for the engineer to be able to do this, TasNetworks would need to provide them
with specific technical details (fault levels, voltage levels, a model of the network etc.). TasNetworks
would also have to review the engineer’s report to confirm its accuracy. This additional work to allow
the customer to engage an engineer is often similar, if not more, than the work required for
TasNetworks to do the assessment and therefore does not result in a saving to the customer. This is
because there is little difference between the billed time doing the connection assessment or
facilitating the work of the customer’s engineer.

In summary, the major difference in the two regimes is that the cost of providing information to
distribution customers is significant when compared to the cost of the connection works. For
transmission connections, the cost of the works is significantly greater, making the cost of information
provision less significant, making its provision more likely to facilitate savings from the competitive
provision of the connection works. The current arrangements are tailored to the scale and complexity
of the connections. This seems appropriate and the most efficient way to provide the best customer
outcome.

Consultancy services comparison between distribution and transmission

Given the complexity and relatively small number of transmission connections in Tasmania, there are
few parties able to support connection applicants. To ensure support is available, TasNetworks will
provide consultancy services when requested. These consultancy services may include:

e identification of line and substation options;

e geotechnical studies;

e preliminary pole location and crossing surveys;

e development of both concept and final line and substation designs;
e preliminary schedule and price estimation;

e commercial options assessment;

e preparation of a land tenure report;

e land acquisition management including wayleave applications;

! Technically TasNetworks does not have a monopoly on providing distribution network services in Tasmania.
Other entities could obtain a licence to operate distribution networks; as is the case on the Bass Strait islands.
However, no one has taken this option, presumably due to the costs of either obtaining a licence or an
exemption.


https://www.tasnetworks.com.au/developers-toolkit

e planning and permit review;

e preliminary environmental assessment;

e tender design for various aspects of the connection;

e network model development; and

e project management including overall project, design, construction and commissioning
management.

Being able to provide them as a ‘package’ along with regulated services is often seen as a cost saving
by customers. All resources used to provide these services are appropriately treated through the Cost
Allocation Methodology to prevent cross-subsidisation.

TasNetworks does not provide consultancy services associated with distribution services. While we
do provide assistance to customers to ensure the connection is provided successfully, this is done as
part of the provision of good customer service.

If the consultancy service for transmission had to be provided by a functionally ring-fenced entity it
would be unlikely there would be sufficient work to support the resourcing required. Much of the
work is specialised and currently managed by multiple team members with the specific skills and
experience. These team members perform a range of tasks in addition to providing connection related
advice. There would be insufficient work for team members to work solely on connections and
TasNetworks could not afford to lose their expertise. The revenue currently obtained from supporting
connection applications does provide downward pressure on the costs of providing regulated services
which would be lost if these services were functionally ring-fenced. This most likely outcome of
function separation would be TasNetworks exiting the market, reducing competition and potentially
leaving some customers with no access to these services.



