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On 3 June 2002, the ACCC received applications for authorisation of amendments to the
National Electricity Code.  These changes to the code relate to the implementation of the
conclusions and recommendations of the National Electricity Code Administrator's (NECA)
review of technical standards in the national electricity market.

The code changes are aimed at implementing the technical requirements for facilitating
access to the power system whilst maintaining power system security and integrity. The
changes cover two sets of separate standards to be incorporated into the market rules:

• System standards, based on consolidating and where necessary, updating existing
standards within the code, that will establish the target performance of the power
system overall, and;

• Access standards that will define the range within which plant operators could
negotiate with the National Electricity Market Management Company (NEMMCO)
and Network Service Providers (NSPs) for access to the network. NEMMCO and the
relevant NSP need to be satisfied that the outcome of those negotiations is
consistent with their achieving the overall system standards. The access standards
include minimum standards below which access to the network is prohibited.

The ACCC has requested interested parties to comment on the potential anti-competitive
detriment and public benefit associated with the proposed amendments to the code, and any
comments relating to the acceptance of these code changes to the access code, should they
be authorised.  Powerlink has comments on the proposals in several areas:

• Management of the minimum and automatic standards through connection
applications

• Performance of existing network facilities
• System standards
• Fault clearance times
• Load shedding arrangements
• Connection points and power factors

This submission discusses each of these issues in turn.  Powerlink would be happy to
discuss further any of the matters raised in this submission.  Please contact Ms Merryn York
at Powerlink if you would like to do so.
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1. Minimum and automatic standards managed through connection applications

The proposed code changes refer to minimum access standards and automatic access
standards.  The use of this terminology implies that the automatic standard is above the
minimum level required to be met.  Earlier stages of development of these proposals used
the terminology “general access standards” rather than “automatic access standards”. The
Stage 1 Draft Report from NECA stated:

“The access standards should be determined on the basis that if connected plant
generally achieved these standards, in aggregate the system standard
requirements would be met. This is the standard generally required for
connection and should be called the general access standard.”

and
“Plant connecting in the range below the general access standard will need to
have their actual capability defined in the relevant agreements. They may also
have to negotiate appropriate commercial arrangements as part of those
agreements to compensate the market for any additional services required to
allow the market to accommodate their lower capability.”

In the time between the Draft Report and the final report issued in December 2001 the
relative emphasis on the levels of access standard has changed.  “General access
standards” are now referred to as “automatic access standards” and are perceived to be
above what is actually required.  The actual requirements now appear to be referred to as
the “minimum access standards”.

In making the change in terminology from “general” to “automatic” the context has changed.
Powerlink believes that parties intending to connect in the future based on the draft code
changes will focus on the minimum requirements rather than the general requirements.
Such parties will expect any requirements above the minimum to be justified and possibly
even require compensation for providing plant at a level above the minimum.  Powerlink
does not believe this was the intent of these arrangements when they were put forward in
the Draft Report as evidenced by the sections in italics above.  Powerlink is concerned that
the system standards will not be able to be met by Network Service Providers if the majority
of connecting parties only meet the minimum standards.

Powerlink supports the original intent of the proposals as it would have been normal for plant
at a connection point to meet the ‘general’ access standard (now referred to as an
‘automatic’ access standard).  The Draft Report also stated that:

“commercial arrangements be in place for plant that is below the general
access standard at the time of connection so that the market is not
disadvantaged and that there is incentive to upgrade appropriately.”

Powerlink considers the draft code changes should be amended to give effect to the original
intent.  As such, the automatic standards should be stated as the intended standard for plant
connecting to a network.  Parties intending to connect should make a submission to the NSP
outlining why they cannot meet the automatic standard and what cost would be incurred by
them if they were required to meet the automatic standard.  If they connect at less than the
automatic standard, it should be clear in the code changes that the connected party may be
obliged to upgrade their facility to meet the automatic standard at some future time if they
are contributing to an inability to meet the system standards. No mention is made in the
proposed Code changes that plant should upgrade from the minimum standard to the
automatic standard, or that such provisions should be included in the negotiated access
standards.
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As they are currently drafted the code changes leave the negotiation of such arrangements
to the NSP without giving network users an understanding that these things will be required.
This has the potential to make the negotiations between NSPs and connection applicants
more protracted and will increase the likelihood of dispute between the NSP and connection
applicant.  Powerlink considers that this will be detrimental to efficient processing of
connection applications with a detrimental impact on the electricity market.  

The proposed code changes should be modified to ensure network users and connection
applicants understand they should aim to meet the automatic access standards.  Provisions
should be added to the effect that intending network users are required to include the
appropriate clauses in connection agreements with NSPs where a relaxation from the
automatic access standard has been negotiated.  Such clauses would be an obligation to
upgrade to the automatic access standard at a future time or to fund other mitigation
arrangements implemented to overcome the deficit.  These provisions are required to
maintain the ability of future network users to connect and ensure they are not
disadvantaged by existing connected parties who do not meet the automatic access
standards.    

2. Performance of existing network facilities

The development of these code changes has been occurring over some considerable time.
In the version which has been submitted to the ACCC, Network Service Providers are not
included in the Chapter 4 clauses which require the registration of performance standards for
existing facilities.  As a result Network Service Providers do not have any arrangements to
“grandfather” existing performance where they do not meet the required standards.  As one
of the stated aims of the review was to avoid the need for ongoing derogations it is important
that some mechanism to effectively manage the arrangements for NSP facilities which do
not strictly comply with the proposed code.  This would apply where such performance does
not affect system stability or the cost of upgrade would outweigh the benefits arising from it.
It is therefore proposed that some form of grandfathering arrangement for NSP facilities be
included in the code changes, thereby avoiding the need for ongoing derogations.

3. System standards

Schedule 5.1a is a list of system standards.  It is Powerlink’s understanding that this
schedule was intended to be the desired system standards which the power system should
meet.  The system standards in schedule 5.1a should be drafted such that they are able to
be met if all parties meet the automatic access standards.  The clause outlining the purpose
of this schedule suggests the standards in it should not be relied upon by code participants
as being fully complied with at connection points under all circumstances.  This implies that
the schedule is not intended of itself to place any binding code obligations on any party to
comply strictly with the system standards in schedule 5.1a.

In all clauses of this schedule, except S5.1a.8 on fault clearing times, the word “should” is
used to avoid imposing obligations on any party.  Clause S5.1a.8 uses “must” in each
subclause.  This clause needs to be modified to reflect both the intent of schedule 5.1a and
to be consistent with the wording of all other clauses in the schedule.

4. Fault clearance times

Clause S5.1.9 relates to fault clearance times.  As currently drafted this clause is more
onerous than the existing code.  Powerlink will be unable to meet the requirements as
drafted without considerable expenditure in communications equipment, protection signalling
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equipment and renewal of a significant number of high voltage circuit breakers.  A high level
estimate of the expenditure required is $50 million.   Most of this expenditure will be of no
benefit to customers as the faster clearance times achieved are not required for system
stability or operation and would only be met to avoid being in breach of the code.  In addition
there would be considerable outages required to make the circuit breaker changes which
would have significant system operation impacts.

To avoid such unnecessary expenditure the proposed code changes need to be modified to
implement grandfathering arrangements to allow existing facilities which have longer
clearing times (see above as this is required more generally for NSP facilities).  A further
modification is required to generally allow longer clearing times where this does not
adversely impact on system stability or safety of plant (as is currently in the code) in place of
the current drafting referring to the levels of inter and intra regional transfers.

The proposed changes should be modified to require notification of the actual clearing times
to NEMMCO rather than NEMMCO having to approve any clearance times.  This will allow
NEMMCO to take the actual clearing times into account in their role of ensuring system
security but does not give them any role in affecting the investment made in electricity
infrastructure by the network owner.

It is unclear why the code specifies that connection agreements should include an
agreement not to increase fault clearance times without the written agreement of the other
party to the connection agreement.  At the least a reasonableness requirement should be
placed on the other party to give such agreement unless they are materially adversely
affected.

5. Load shedding arrangements

The clauses on load shedding arrangements need to be clarified to allocate responsibility to
the parties who own the facilities that give effect to the load shedding arrangements.  Load
shedding is primarily carried out within the distribution network and DNSPs own the majority
of equipment used for this purpose.  Testing of facilities owned by an NSP associated with
load shedding is captured in the proposed clause 5.7.4.  As such clause S5.1.10.3(a) is
ambiguous and should be deleted.  Under no circumstances should an NSP be required to
test facilities which they do not own.

6. Connection points and power factors

The proposed Code changes should take account of and clarify the difference between the
terms “connection point”, “transmission network connection point” and the asset boundary
between the NSP and the network user.  This is needed to ensure the standards are applied
consistently irrespective of who owns some or all of the connection assets for a connected
party.

Clause S5.3.5 relating to the power factor of connected parties should be changed to apply
at the “transmission network connection point” rather than the “connection point”.  This would
ensure power factor requirements were applied consistently to all parties irrespective of
ownership of the connection assets.
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