
4 March 2005

Mr Sebastian Roberts
General Manager 
Regulatory Affairs- Electricity
Australian Competition and Consumer Commission
PO Box 1199
DICKSON ACT 2602

By email: electricity.group@accc.gov.au

Dear Mr Roberts,

NEC - Transitional Arrangements for Regulation Ancillary Services - Tasmanian Entry 

Origin  appreciates  the  opportunity  to  comment  on  the  Australian  Competition  and 
Consumer Commission’s (ACCC) draft decision on the authorisation of the Tasmanian 
Ancillary Services Chapter 8 Derogation.

Origin concurs with the rationale employed by NECA in proposing the derogation, that 
mainland NEM participants  should  not  pay  for  Frequency  Control  Ancillary  Services 
(FCAS) required locally in Tasmania and that similarly Tasmanian participants should 
not pay for FCAS required locally on the mainland. This simply reflects the economic 
principle that those who either cause the requirement for, or primarily benefit from, 
FCAS services should be the ones to pay for them, which thereby provides the correct 
incentives for cost reduction over time. 

This  derogation  has  become  necessary  for  the  key  reason  that  the  Basslink 
interconnector is a DC link, which for technical reasons, is generally unsuitable for the 
transmission  of  FCAS.  Consequently,  the  interconnector  will  have  difficulty  in 
equalising the frequency between Tasmania and mainland Australia when it becomes 
operational. This creates the need for Tasmania to remain a separate frequency control 
area even after the commissioning of the interconnector since there is little prospect 
that FCAS services in either region will be able to contribute to frequency control in 
the other.  

Given there is no AC link planned between Tasmania and Victoria that would allow 
efficient transfer of FCAS between the two regions, this raises the prospect that the 
proposed derogation will be needed for a longer period than initially proposed. Origin 
therefore believes that the derogation should operate for an indefinite period, rather 
than ending on the proposed latest expiry date of 31 December 2006.
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If  you  have  any questions  in  relation  to  this  submission  please  do  not  hesitate  to 
contact Greg Price in the first instance on (02) 8345 5451.

Yours Sincerely,

Con van Kemenade
Senior Regulatory Analyst
Energy Risk Management
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