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2 Overview of the RIT-T

Under clause 5.6.5B of the Electricity Rules theRAE required to publish the RIT-T
and application guidelines. The RIT-T is an ecorwaaist benefit analysis which is
used to assess and rank different electricity imest options.

From 1 August 2010, TNSPs must apply the RIT-Tdooadance with clause 5.6.6 of
the Electricity Rules to assess the economic efficy of proposed investment
options. The RIT-T is intended to promote efficimnsmission investment in the
national electricity market (the NEM) and ensure greater consistency, trapsggr
and predictability in transmission investment diecisnaking. The RIT-T replaces

the AER’sregulatory test for transmission investment.
,\\'5

2.1 Purpose of the RIT-T
Clause 5.6.5B of the Electricity Rules states thatpurpose of the R,H"\ﬂ?rs to:

.. identify thecredible option that maximises the present valu net
economic benefit to all those who produce consumaktiaans ctricity

in themarket (the preferred option). For the avoidance of d erred
option may, in the relevant circumstances, have a n i nom|c
benefit (that is a net economic cost) where ittientified s forreliability
corrective action. {

2.2 Investments subject to RIT \ssessment

Clause 5.6.5C of the Electricity Rules pravideg thNSP must apply the RIT-T to
all proposedransmission investments un s the investment falls under defined
circumstances. O

A transmission investment is defir@in the Electricity Rules as:
Expenditure on sm d services which is uriagarty atransmission

network service provider or any other person to addressdantified need in
respect of itdransmission network.

The circumstances/@here a TNSP does not need tp tgpRIT-T include where:

= apropo Nvestment is required to address amnuemnd unforesearetwork
issue ssed below)

@ estimated capital cost of the most expensitiempo address thielentified
eed is which is technically and economically feasitsiéess than $5 million (the
AER must review this threshold every three yéars)

= the proposed investment relates to maintenaneeptacemerand is not intended
to augment thdransmlsson network or replace network assetéth&mamtenanee

1 Under clause 5.6.5E of the National Electricitylés the AER must review RIT-T cost thresholds
every three years with the first review to commeinc2012. Details regarding any review of the
RIT-T thresholds (including any revisions to thiseshold) will be published on the AER’s

websitewww.aer.gov.au



= the proposed investment is undertaken to re-rougeoo more paths of the
network and has a substantial primary purpose other thenéed to augment the
network. The TNSP must reasonably estimate that the imeggtwill cost less
than $5 million (the AER must review this thresheicery three yearpr is
likely to have no material impact on network users

* the proposed investment will belaal function asset or aconnection asset*

= the proposed investment is designed to addrestations on alistribution :

network \
a N

= the cost of the proposéichnsmission investment is to be fully recoW’fhrough
charges fonegotiated transmission services. L J

N

In determining whether a TNSP must apply the RIi-& propoesed transmission
investment, a TNSP must not treat different pafrtsrdntegr@i solution to an
identified need as distinct and separate optidns. 0

Where a TNSP does not need to apply the RIT—%@bsed investment (with the
S

exception ofunded augmentations) ® a TNSP m ure, acting reasonably, that the
investment is planned and developed at le tthe life of the investment.
Cn

Economically feasible
As noted, under clause 5.6.5C(a)(

e ElaggrRules a TNSP does not need to
apply the RIT-T where the most sive optioaddress thedentified need which
is technically and economically feasible is lesmt®5 million. The Electricity Rules
do not define the term “eco@nically feasible”. Whez an option is economically
feasible will depend on‘the particular circumstanserrounding the RIT-T
assessment. However%g'general guidance, the Aadtders that an option is likely
to be economically feasible where its estimatedscase comparable to otheredible
options which address thiglentified need. One important exception to this general
guidance applies where it is expected thatedible option or options are likely to
deliver materially highemarket benefits. In these circumstances the option may be
“econog feasible” despite the higher expeatest.

nd unforeseen investments

U

As noted, a TNSP does not need to apply the RIG & groposetransmission
investment to address an urgent and unforesagtwork issue that would otherwise
put the reliability of theéransmission network at risk. Under clause 5.6.5C(b) of the

1.

For further details see footnote 1.

Dual function asset and connection assets aigedkein chapter 10 of the National Electricity
Rules.

®  See clause 5.6.5C(e) of the National Electrigityes.

A funded augmentation is a transmission netwada@entation for which a TNSP is not entitled to
receive a charge under Chapter 6A of the NatiotedtEcity Rules.

" See clause 5.6.5C(d) of the National ElectriBityes.
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Electricity Rules, a proposerhnsmission investment is only subject to this
exemption if:

® jtis necessary that the proposed investment beatipeal within six months of
the TNSP identifying the need for the investment

= the event or circumstance causing itfentified need was not reasonably
foreseeable and was beyond the control of the TNSP

= afailure to address thdentified need is likely to materially adversely affect the
reliability andsecure operating state of thetransmission network, and

* jtis not acontingent project.’ \‘%
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8  Contingent projects are determined by the AEReusthuse 6A.8.1(b) as part of a TNSP'’s

revenue determination.



4 Process to be followed in applying the
RIT-T

This part of the guideline summarises the prodestsa TNSP must follow when
applying the RIT-T as set out in the Electricityl&u It summarises each stage of the
process for applying the RIT-T.

Clause 5.6.6 establishes a three stage proceapgtying the RIT-T: thgroject
specification consultation report, project assessment draft report andproject

assessment conclusions report. If a proposedransmission investment is subject to a
RIT-T assessment, a TNSP must follow the threeestagcess. This process is
summarised below. A flow chart of the consulta@ma assessment process.is also set
out at figure 1.

Na N
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| TNSP identifies need for investment and possibténg | Q

®
Are the options within the scope of transmissicgetssubject to R-T? r}
v YES -

TNSP prepares a project specification consultateport and provides 4
summary of the report to AEMO.

v

AEMO publishes the summary of the project spedifice consultation
report on its website. On request, the TNSP maker¢iport available td
interested parties within three business days

M less than 12 weeks for submissi

TNSP assesses submissions and determines thidisidible options and
the classes of market benefits which are deterntmée material in the
TNSPs reasonable opinion.

Figure 1 RIT-T assessment and consultation process

Within 12 months or longel

with AER’s consent ¢
| TNSP undertakes project assessment and deternrigfesrpd optior
I
/¢ Exemption from project assessment d
p 3 draft report where:
TNSP prepares a project assessment draft rgpartf | preferred option is less than
and provides a summary of the report |to] $35m
AEMO. « the option has no material market
* busi p benefits
3 business days « the TNSP has identified its preferrgd
AEMO publishes the summary of the projgct option in the project specification
assessment draft report on its website. consultation report, and
* submissions on the project
¢ 6 weeks for submissiond specification consultation report dig
1 not identify any additional credible
TNSP assesses submissions and, in ceftaln options Wh'Ch_ could deliver a
circumstances, will meet with interested partigs. market benefit.
v v

As soon as practicable TNSP issues a project assassonclusion report.

¢ 30 days

Deadline for parties to raise a dispute notice.

¢ 40 days

AER to make decision on dispute.
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4.1 Stage one: Project specification consultation report

The TNSP must preparepeoject specification consultation report setting out certain
information about the proposégnsmission investment. A TNSP is not required to
make theproject specification consultation report separately available if it includes
the report as part of isnual planning report.

Information required for project specification consultation report
The project specification consultation report must set out the following:

= theidentified need for the investment

= assumptions used in identifying tidentified need. Where a TNSP co@s
reliability corrective action is required, it must include reasons why,-tnl
necessary. /\Y

D)

= the technical characteristics of titentified need that a non- ork option
would be required to deliver, such as the sizead Iredu}g}i‘w additional

supply, location and operating profile o U

= a description of aktredible options that the TNSP@lders addressitisatified
need

= for eachcredible option identified, mforma‘ Xbout
= the technical characteristics of Mle option
= whether thecredible option i @Iy to have a material inter-regional impact

= the classes aharket benefits that the TNSP considers are unlikely to be
material and re y the TNSP considers teaethlasses ofiarket
benefits are Uﬂ|l§c® be material

= the estimateg/constructlon timetable and commisgsjpdate, and

= to th%@nt practicable, the total indicativeit@and maintenance costs.
h

edentified need under clause 5.6.6(c)(6), it is often useful fArNSP
where thaentified need is for reliability corrective action):

maximum demand in MW and energy in MWhs at 1$ks should include
the TNSP’s expectations regarding the timing of exgyected breach of a
reliability standard and by how much.

= gspecific details on the planning criteria whiclbesng applied (for example
specific clause and section references to thelétigis or other regulatory
instruments that apply)

® in an ‘n—x’reliability assessment, any assumptions the TNSRrtzle in

developing ‘X’ (including for example informatiaegarding generator and
interconnectoavailability).
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In addition to the material TNSPs are requiredublish under clause 5.6.6(c)(6), it
may assist non-network proponents to propose altieecredible options, if the
project specification consultation report also specifies (where relevant):

= how any proposed augmentaticnedible option links to the TNSP’s asset
refurbishment or replacement plans, and

= information regarding future generation and demasslimptions.

Consultation process

The TNSP must make thpeoject specification consultation report available to all
registered participants, AEMO and interested patti@elow is a summar&o e

important stages in the consultation process:
.

= Within five business days of making theproject specification consmﬂeport,
the TNSP must provide a summary of the report tt®E AEMO will publish
the summary on its website within thriesi ness days of recg@g the summary.

e
=  Upon request, a TNSP must make tlpeaject specification consultation report
available to an interested party within thiemsi n%sd%

= While not a requirement in the Electricity @ ER considers it best
practice for a TNSP to also publish pijec ification consultation report (or
the summary of the report) and the clo ateraqdirements for submissions
on the TNSP’s website. -~

Y

= A TNSP must seek submission registered maatits, AEMO and
interested parties on tloeedi bm%s presented and the issues addressed in the

ep

project consultation speci fitti ort.

publishes the summary on its website.

4.2 Sta etw/o: Project assessment draft report

If a TNSP decides to proceed with the propdsaasmission investment, it must
prepare ject assessment draft report within:

-@&nths of the end of the consultation periodeurstage one, or

- longer period agreed to by the AER in writing.

=  The period for subg:@ns must be at least 12 svfekn the date AEMO

A TNSP is not required to make a sepaptgect assessment draft report available if
it includes the report as part of @snual planning report and this report is published
within 12 months of the end of the consultationemstage one (or the longer period
agreed to by the AER).

10 Registered participant and interested party afined in chapter 10 of the National Electricity

Rules.
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Information required for project assessment draft report
The project assessment draft report must include the following information:

= a description of eactredible option assessed
= asummary of, and commentary on, the submissiaesved

= a quantification of theosts (including a breakdown of the operating and cépita
expenditure) and classes of matenmalket benefit for eachcredible option

= where relevant, the reasons why the TNSP has dietedrthat a class ofiarket
benefit is not material

= adetailed description of the method used to gfyae#ich class of m ietar ket
benefit andcost GY

= the identity of any class afiarket benefit estimated to arise ide the TNSP’s
region and a quantification of the value of such bengfitsaggregate across all
regions), and N

= the results of a net present value analysis ofm}zoption and

accompanying explanatory statements reg& tB

= the proposegreferred option and detail 0&% technical characteristics,
estimated construction timetable and missiodete and a statement and
analysis that thereferred option sat'!@s the RIT-T.

The AER considers that, where P has undertaieeket modelling, theroject
assessment draft report should alsorinclude a description of any assumpttbe
TNSP has made. {

Consultation rocesg o
P Yy

The TNSP must make tipeoject assessment draft report available to registered
participants, AEMO and interested parties. Below &immary of the important
stages in th t assessment draft report process:

. Wit@é business days of making theoroject assessment draft report, TNSPs
rovide a summary of the report to AEMO. AEMAl} publish the
mary on its website within threasiness days.

=  Upon request, a TNSP must make tipeaject assessment draft report available
to an interested party within threasiness days.

= While not a requirement in the Electricity Rulds AER considers it best
practice for a TNSP to also publish fioject assessment draft report (or the
summary of the report) and the closing date andirements for submissions on
the TNSP’s website.
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= A TNSP must seek submissions from registered maatits, AEMO and
interested parties on tipeeferred option presented and the issues addressed in the
project assessment draft report.

® The period for submissions must be at least 6 wieks the date AEMO
publishes the summary on its website.

= An interested party, a registered participant oM&E(each known as &l evant
party) may request a meeting with the TNSP within foeeks of the end of the
consultation period. However a TNSP is orgguired to hold a meeting if a
meeting is requested by at least two relevantgmriihe TNSPnay meet with a
relevant party if after considering all submissidronsiders that the me@g is

necessary. \
a N

Exemption from preparing a project assessment draft report "~

I N4
Under certain circumstancesansmission investments do not requwe&éject
assessment draft report. Under clause 5.6.6(y) of the Electrici leBlSPs are
exempt from providing @roject assessment draft report if aII of-the following
conditions are met: x

must review this threshold every three y

= the estimated capital cost of thesferred option i;d‘@.&han $35 million (the AER

= the TNSP has identified in its consultati pksrpreferred option, its reasons
for that option and noted that it will < emirfr publishing the draft report for

its preferred option

= the TNSP considers that tp ed option and any othecredible options do
not have a materiaharket (other than benefits associated with changes in
voluntary load curtalil nd involuntary load dtiieg), and

*» the TNSP forms the view that submissions onpitmpect specification
consultation repo/t/dld not identify additionatredible options that could deliver a
materialmarket benefit.

three: Project assessment conclusions report

As so& practicable after the consultation defiso theproject assessment draft
TNSP must consider all submissions receivnedpaiblish and make
Ie to all registered participants, AEMO amerested partieéa project
amnt conclusions report.

Where a TNSP is exempt from preparingreject assessment draft report, the TNSP
must make the conclusions report available witt#inrbnths of the end of the
consultation period under stage one.

11
12

For further details see footnote 1.
Registered participant, interested party and AEM®defined in chapter 10 of the National
Electricity Rules.
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A TNSP is not required to make thioject assessment conclusions report available if
it includes the report as part of @snual planning report.

Information required for project assessment conclusions report
The project assessment conclusions report must set out:

= the matters required in thpeoject assessment draft report (see information
required forproject assessment draft report in stage two above), and

= asummary of, and the TNSP’s response to, submissexeived from interested
parties regarding theroject assessment draft report. If a TNSP is exempt from
preparing groject assessment draft report, theproject assessment conclusi
report must address any issues raised during consultatider stage o&
Na
The AER considers that, where a TNSP has undertalaeket modelmﬁ‘&%roject
assessment draft report should also include a description of any assumpttbe

TNSP has made. 0
Publishing final report . O

Below is a summary of the stages for publishing mamqaroject assessment
conclusions report available to registered particip%@‘\EMO aneriested parties:

= Within five business days of making theoroj xgﬁsn‘ent conclusions report,
the TNSP must provide a summary of eport tdM&E AEMO will publish
the summary on its website within ’%gness days.

=  Upon request, a TNSP must m@t aj ect assessment conclusions report
available to an interested pa@wnhin thbemsiness days.

®=  The TNSP must also ish theoject assessment conclusions report by making
it available to regisﬁ articipants electrolyca

=  While not a rquj(em‘gnt of the Electricity Ruldse AER considers it best
practice for a TNSP to also publish threject assessment conclusions report on
its webs%s well as the date that this repost published. The TNSP may also
note on.its website that a process exists for vaspRIT-T disputes and the
tim s for lodging a dispute notice with theRAE

4@ Reapplication of the RIT-T

Clause 5.16.4(z3) of the NER sets out that if aemgtchange in circumstances
means that, in the reasonable opinion of the Rjareponent, thereferred option
identified in theproject assessment conclusions report is no longer thereferred
option, the RIT-T proponent must re-apply the RIT-T te RIT-T project.

A material change in circumstances may includejsuobt limited to, a change in the
key assumptions used in identifying:

= theidentified need described in theroject assessment conclusions report; or
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» thecredible options assessed in thEoject assessment conclusions report.*

The AER can make a determination to exclude RITrdppnents from this clause,
where it considers appropriate. In making a deteaton under cl. 5.16.4(z3) of the
NER, the AER must have regard to:

= thecredible options (other than the preferred option) identified i\ fnoject
assessment conclusions report

= the change in circumstances identified by the RIgrdponent

affect the reliability andecure operating state of thetransmission netw

= whether a failure to promptly undertake the RIT+®ject is likely to materiilly
significant part of that network.

>

We expect that situations that require a re-apiptinaof the RIT-T un@a

5.16.4(z3) of the NER will be exceptional. Simiartircumstances where we make a
determination to exclude RIT-T proponents from tiause are% likely to be
exceptional. For this reason, we will consider ¢ghgisuation case-by-case basis
on whether such a determination would be apprapriaK"\

X
>

S
(v

O

13 NER, cl. 5.16.4(z4)
4 NER, cl. 5.16.4(z5) (1-3).
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