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Energy Networks Australia’s supplementary submission to the Inquiry into
Tackling Climate Change in Victorian Communities – Questions on notice
Thank you for allowing Energy Networks Australia to participate in the Legislative Assembly Environment
and Planning Committee’s public hearing on climate change.
The following is a response to questions on notice taken by Energy Networks Australia representatives at
the hearing.
Energy Networks Australia is the national industry body representing Australia’s electricity transmission
and distribution and gas distribution networks. Our members provide more than 16 million electricity and
gas connections to almost every home and business across Australia.

What is the magnitude of capacity upgrade and investment that is planned for
transmission infrastructure in northwest Victoria?
The Victorian NSW Interconnector is classified as a Group 1 project in the Integrated System plan,
meaning that it is a priority project which should be commenced as soon as possible, if it is not already
underway. The project is funded by TransGrid and AEMO, with AEMO able to tender the Victorian parts of
the project to the contestable market.
There are two parts to the project in the 2020 Integrated System Plan – the Victorian-New South Wales
Interconnector (VNI) West and the VNI minor upgrade.
VNI West, otherwise known as KerangLink, is a large interconnection upgrade which will increase the
transfer capacity between Victoria and New South Wales. The upgrade will facilitate efficient
development and dispatch of generation in areas with high quality renewable resources in Victoria
through improved network capacity.
There are two proposed options for VNI West:
»

The first option will add around 4,000 MW of capacity to the network which will cost between $1.3
billion and $2.4 billion.

»

The second option will add around 3,000 MW of capacity to the network which will cost between
$940 million and $1.7 billion

The VNI minor upgrade is a smaller upgrade which will increase the power transfer capability from
Victoria to New South Wales through the installation of an additional transformer and power flow
controllers to manage the overload of transmission lines. This project will cost between $56 and $105
million.
More information about the projects is available in this spreadsheet in the Victorian tab (rows 7-11).
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Are there any examples of local energy trading between commercial/industrial entities
with rooftop solar? What would be the regulatory and other barriers to establishing a
pilot of this in Victoria?
We are not currently aware of any local energy trading between commercial or industrial entities with
rooftop solar. There are barriers to undertaking local energy trading, which are detailed below.
The regulatory barriers are sections 16 and 17 of the Victorian Electricity Industry Act (2000).
Section 16 of the Victorian Electricity Industry Act (2000) states that
(1) A person must not engage in the generation of electricity for supply or sale or the transmission,
distribution, supply or sale of electricity unless the person—
A. is the holder of a licence authorising the relevant activity; or
B.

is exempted from the requirement to obtain a licence in respect of the relevant activity.

Section 16 part A requires anyone who wants to generate electricity for supply or sale, to transmit
electricity, to distribute or supply electricity, or to sell electricity to have a licence to undertake these
activities. The Essential Services Commission administers this licensing framework. The initial framework
was designed with distinct separations in the supply chain parts of generation, transmission, distribution
and sale of electricity.
The energy sector’s transition is demanding more integrated solutions such as commercial or industrial
entities sharing their solar or battery resources, but the licensing framework restricts what communities
can achieve without obtaining a license from the Essential Services Commission.
Part B refers to an exemption from a licence which is Section 17 of the Electricity Industry Act (2000)
Section 17 of the Victorian Electricity Industry Act (2000) states that
(1) The Governor in Council may by Order in Council published in the Government Gazette exempt a
person from the requirement to obtain a licence in respect of the activity specified in the Order
in Council.
(2) An exemption may be of general or specific application.
(3) An exemption is subject to such terms, conditions and limitations as are specified in the Order in
Council.
(4) An Order under sub-section (1) may confer powers and functions on, and leave any matter to be
decided by, the Commission.
Section 17 provides for the Governor in Council to exempt a person (or business) from the requirement to
obtain a licence from the Essential Services Commission. The General Exemption Order 2017 exempts
some general activities from the requirement to obtain a licence for all parties who satisfy conditions in
the order. One of the exempted categories is for community energy projects but only in cases where the
activities do not cross property boundaries.
If a community energy project were to cross property boundaries, it would need a specific exemption
from the Governor in Council or a licence from the Essential Services Commission. Exemptions are not
easily obtained.

2

Could you provide us with a precis on community level batteries including the
regulatory challenges around ownership, provision of system support and participation
in the wholesale energy market? (relevant discussion on pages 9-10)
The regulatory framework for general ownership by third-parties was outlined in the previous question. It
is not easy to orchestrate a community level battery which crosses property boundaries.
For regulated distribution and transmission networks, the relevant regulations are known as Ring-fencing.
The electricity and gas rules impose specific obligations on regulated electricity and gas network
businesses with related parties that operate in competitive markets. The purpose of ring-fencing is to
prevent regulated businesses from discriminating in favour of their related parties to disadvantage
competitors operating in these markets.
Ring-fencing requires legal and functional separation of a regulated network business from related
parties. In practice, this means that a distribution network service provider is prohibited from using a
battery to engage in wholesale or retail market activities because it could disrupt the competitive market.
This also means that network service providers are not allowed to charge the battery during low-demand
periods and discharge it during periods of high demand for demand response purposes.
Network service providers are only allowed to utilise a battery to provide distribution activities such as
maintaining network security. Owning a battery for distribution activities provides little to no revenue for
the distributor and their financial ability to provide batteries for network support purposes is very limited.
If networks could engage in the wholesale energy market, they would be better placed to react to peak
demand using demand response as well as other services only provided through the wholesale energy
market.
Access to other revenue streams could make implementing network support batteries more financially
viable and result in deferred or reduced network expenditure in the future as well as lower peak demand
prices. This approach would give priority to best customer outcomes.
United Energy recently announced that it is trailing two 75 kWh battery storage systems on network
poles to manage network constraints and help assist peak demand. These batteries will store energy
during the day and release it back into the grid during the evening peak demand period, meaning that
network upgrades can be deferred, saving customers money on their electricity bill.
Ring fencing is constraining networks from implementing more of these multi-purpose battery solutions
by not allowing networks to participate in the wholesale market and accessing another revenue stream.
If you would like to discuss this submission, please contact Chris Gilbert on

or

Yours sincerely,

Tamatha Smith
General Manager, Corporate Affairs
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