NATIONAL ELECTRICITY CODE

ADMINISTRATOR LIMITED
ACN 073 942 775

Level 5, 41 Currie Streel
Adelaide SA 5000
Telephone {08) B213 6322
Facsimile (08) 8213 6300

20 October 2000

Mr P Bilyk e
A/g General Manager o

Regulatory Affairs - Electricity T ]
ACCC DCC:

PO Box 1199

DICKSON ACT 2602
D Pus,
NATIONAL ELECTRICITY CODE: QUEENSLAND DEROGATIONS

I enclose, on behalf of the Queensland Government, draft amendments to chapter 9 of the
Code to:

¢ extend the end dates of eight derogations from the date of the commissioning of QNI
between New South Wales and Queensland to 31 December 2002; and

+ make minor clarifications to definitions contained in the Queensland derogations.
I also enclose a copy of Minister McGrady’s letter to me of 17 October.
The extension to the derogations is required to allow the earliest possible commissioning of
QNI which will in turn assist Queensland to meet its increased energy demands over the
forthcoming summer. The other participating jurisdictions have been consulted by
Queensland about the proposed derogations.
I am sending a copy of this letter to Minister McGrady and to the designated Ministers of the

other participating jurisdictions. 1 am also placing a copy of this letter and of the draft
amendments to the Code on our website (www.neca.com.au).

Stephen Kelly
Managing Director




10, 00T 2000 13145 QLD ELECTRICITY RFRM D7 32222410 N0, 7945 P 2

Queensland
Government

The Hon, Tony McGrady MLA
Member for Mount Isa

Minister for Mines and Fnergy

and

Minister Assisting

the Dzputy Premier on

Regional Development

17 OCT 2000

Mr Stephen Kelly

Managing Director

Natuonal Electricity Code Administrator
Level 5, 41 Currie Street

ADELAIDE SA 5000

Dear Mr Kelly
National I:ilectricity Code Derogations — Queensland/New South Wales Interconnector

Queensland recommends that changes be made to a small number of Queensland derogations to
the National Electricity Code that are affected by the commissioning of the Queensland/New
South Wales interconnector (the interconnector). In particular, the changes:

. extend the end dates of eight derogations from the date of the commissioning of the
interconnector to 31 December 2002, as an interim measure pending further applications in
relation to these derogations; and

. make minor clarifications to definitions contained in Queensland’s derogations.

Attachment A to this letter sets out information on the changes sought and the timing
implications for Queensland.

I would like to emphasise that the request is aimed at sceking an extension of a relatively small
number of derogations for the period to 31 December 2002. It does not seek to make these
derogations permanent. A scparate process, under Chapter 8 of the Code, 1s underway on the
long-term future of these derogations.

As you are aware, clause 9.1.1 of the Code requircs me to firstly consult with the corresponding
Ministers of each other jurisdiction that participates in the National Eleetricity Market when
seeking to amend a derogation in Chapter 9 of the Code, prior to submitting the amendments to
the National Electricity Code Administrator for lodgement with the Australian Competition and
Consumer Commission.

Elactorate Office Head Offlce
17th Floor, QMEC Buitding
61 Mary Street Brisbane

Mount |53 Office
Telephone o7 4743 5149
FacsimHe o7 4743 3386 GPO Box 194 Brisbane

Cloncurry Office Queensiand gooy Australia

Teiephone a7 4742 2530 Telephone +81 ) 3224 2170
Facsimile o7 4742 2534 facsimile =81 7 3220 9346
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On 18 September I wrote to the corresponding Ministers in the other National Electricity Market
jurisdictions in this regard. Pursuant to clause 9.1.1 of the Code a reasonable ume to consider the
proposed changes has now elapsed and accordingly, I request that you seek the Commission’s
approval of the changes set out in Attachment B 1o this letter.

As explained in Attachment A, Queensland will be looking 1o commission the interconnector as
soon as possible to ensure it is available (o assist in meeting the State’s increased energy
demands over the forthcoming summmer. For this reason, we are seeking the Commission’s
earliest possible consideration of the request for changes to the Queensland derogations.

Mr Tim Peisker, of the Department of Mines and Energy, has consulted with Mr Paul Bilyk and
Mr Gavin Fox of the Commission on this issue. Please notify the Commission that if its officers
have any queries about this issue, they can contact Mr Dean Harvey of the Electricity Reform
Unit on (07) 3239 0038.

Yours sincerely

5 /’""_'_'-___—
_-—-‘/‘
TONY McGRADY

Minister for Mines and Energy
and Minister Assisting the Deputy Premier
on Regional Development

page2of 2
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ATTACHMENT A

Changes to the Queensiand Derogations to the National Electricity Code

Background

Queensland has a number of derogations from the Code that are due to expire on the date the
interconnector is commissioned.

Under the Code, the interconnector will be declared operational on the ‘interconnection date’.
this being the date at which an interconnection capable of continuously transferring at least
300MW is made between Queensland and New South Wales.

The commissioning of (and declaration of the interconnection date) was originally anticipated

: to occur around the end of 2001. However, the project has been advanced well ahead of the

& original timetable to ensure, in part, Queensland has adequate power supplies over the

forthcoming 2000/2001 summer. While a specific commissioning date has yet to be set, it is
envisaged this will be around the end of this year or in early January 2001.

Further, given the growth in Queensland demand that has occurred since the start of the
National Electricity Market the early commissioning of this interconnector has now become
cssential to ensure that the Queensland 2000/2001 summer demand for electricity can be met
and that supply to Queensland ¢lectricity consumers is not jecpardised over the summer

period.
Proposed changes to the Queensland derogations

A substantial number of Queensland’s jurisdictional derogations end on the interconnection
date.

When the derogations were originally authorised by the Australian Competition and

€  Consumer Commission, it was contemplated, both by Queensland and by the Australian
Competition and Consumer Commission in its final determination, that continuation of a
_small number of these derogations (relaiing mainly to technical matrers) might be required
and that appropriate processes under Chapter 8 of the Code would be invoked if necessary to
extend the life of these derogations.

An audit of the jurisdictional derogations that fall away on the interconnection date has been
undertaken by the affected Code participants (primarily the Queensland network service
providers) and has now been completed. It has been determined that:

. eight of the derogations (relating to technical matters) that are currently stated to cease
on interconnection, may need to continue on an interim basis beyond the
interconnection date to ensure that the relevant Code participants remain comptiant with
the Code, pending further applications under Chapter 8 regarding the extended
application of these technical derogations; and

. three derogations require minor amendment in anticipation of the interconnector
becoming operational, primarily in relation to definitions.

MQERUVMANAGEDIRECTORMinistenial leuters\sk-ata 04-10,doc
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A summary of the relevant derogations, the proposed changes, and the affected Code
participants, Is set out in Attachment B.

Basis for interim extension of the affected derogations that relate to technical matters

The advancement of the interconnection date from the end of 2001 now makes it unlikely that
the appropriate Code derogation processes, particularly those under Chapter 8, can be
completed prior to interconnection. This is in spite of the completion of the audit of
Queensland derogations to determine what changes to the relevant technical derogations
under Chapter 8 should be sought to give them more permanency, in accordance with the

original timetable.

If the technical derogations referred 10 above expire upon interconnection, there is a risk that
the affected Code participants will be unable to comply with the relevant technical
requirements of the Code.

(!,

Queensland is therefore seeking, as an interim measure, amendment under Chapter 9 of the
Code of the affected derogations 1o extend their lifetime, as jurisdictional derogations, until
no later than 31 December 2002.

If implemented, this measure:

. will ensure that affected Code participants will be able to continue the process for an

application for derogations in relation o the relevant technical matters under Chapter 8
— of the Code, without the risk of being in breach of exisung Code provisions
immediately following interconnection;

U is consistent with ensuring a smooth transition to a fully interconnected national marker;
and

. will avoid any delay in interconnection that may jeopardise the supply of electricity into
Queensland during the 2000/2001 summer peniod.

S The granting of an interim extension to the relevant derogations will in no way lessen the
impetus for the affected Code participants to apply for those derogations to be given a less
transitory status under Chapter 8 of the Code; a process which is already underway.

Minor changes

As part of the review of Queensland’s derogations referred to above, three minor changes to
Queeasland’s derogations have been identified. In essence, these changes:

. ensure that the definition of “isolation period” no longer applies beyond interconnection
and that other relevant Code provisions apply in the event that the Queensland system

becomes isolated;

. modify the definition of “transmission system™ to ensure that the appropriate technical
provisions of the Code apply to relevant assets of Powerlink Queensland;

. clarify the time from which any derogations expressed (0 cease upon interconncction
actually end, to ensure a smooth transition to full interconnection; and

IMQERUWMANAGE\DIRECTORNM nistenai leqers\sk-atta 04-10.doe
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o slightly alter the requirements for stability.
Impact of the changes on the national market following interconnection

There is anticipated to be no adverse impact on the operation of the market associated with
the proposed amendments.

The proposed extended lifetime of the relevant jurisdictional derogations that deal with
technical matters simply aims to preserve the “status quo” whilst an application for
derogations under Chapter 8 is undertaken by the affected Code participants. If an extended
lifetime for these derogations is granted, this will not pose any risk to the security or stability
of the interconnected system after inierconnection.

{VQERINMANAGE\DIRECTOR\Ministerial leters\sk-atta 04-10.doe
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