
 

 
 
20 May 2003 
 
 
electricity.group@accc.gov.au 
 
 
 
 
Dear Electricity Group 
 
Re: Variation of Application of Authorisation: Code Change Proposal to extend reserve 
trader sunset 
 
Thank you for the opportunity to comment on the variation proposal submitted by NECA on 
behalf of the reliability panel. I apologise for the lateness of these brief comments. 
 
TXU submitted in detail to the original consultation.  We do not object to the inclusion of the 
arrangement for reserve contracting with non-scheduled demand and concur with the 
applicant that their original omission appears an unintentional oversight. 
 
However we suggest such an oversight unlikely had the code change proposal, prior to its 
submission to the commission, been subject to rigorous consideration commensurate with its 
importance to the market.  The oversight apparently confirms our suspicions regarding the 
formulation of this extension as presented in the opening of our first submission: 
 

“This is code change of greater significance than the limited material supplied by the 
applicant to the commission implies.  An extension of the arrangements without 
thorough debate implies the applicant considers the reserve trader mechanism as 
effectively permanent and that the burden of proof lies with those arguing for its 
removal rather than its retention.  Yet the transitional nature of the reserve trader 
arrangements was a critical factor in the commission’s decision to authorise it.  TXU 
therefore submits that a sufficient case has not been made in the evidence before the 
commission for it to contemplate such an alteration to previous commitments.” 

 
The applicant has not made use of industry expertise or other thorough mechanisms before 
requesting the extension.  Such efforts could have averted this omission. At the very least the 
particular clauses should have been shifted from derogation into the code itself.  
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Whilst it can be readily corrected, the commission should be concerned that omissions imply 
that more significant issues related to the market distortions and anti-competitive impacts of 
the extension have not been considered by the applicant.  As the commission is not in the 
position to perform this role itself, we submit that the entire application should be set aside 
until evidence of such rigorous consideration has been supplied to it. 
 
We acknowledge the commission’s efforts to find a compromise in this regard by drafting a 
condition of authorisation insisting NECA initiates a thorough investigation within 12 
months.  TXU fears however that if the extension is meanwhile granted, NECA will approach 
this review from a different frame of reference than if it had been rejected.  The review will 
be approached from the assumption that the reserve trader is permanent.  Effectively the 
“burden of proof” will be on those advocating enforcement of the sunset.   The burden is 
extremely important in a nebulous and qualitative debate. 
 
We predict that in spite of the condition, the commission in 2005 will be considering a third 
extension of this sunset yet will still have not have been presented compelling evidence 
regarding its benefits.  NECA’s resources will again be overwhelmed by issues it considers 
more urgent and important. 
 
The only way to ensure the review is carried out with the sufficient level of attention and 
fairness is for it to occur from an environment absent of the reserve trader.  There is no 
immediate reliability concerns anywhere in the NEM, so 2003 presents an ideal, unpressured 
timeframe to debate the role of the reserve trader.  We therefore urge the commission to 
allow the reserve trader to terminate on 1 July 2003. 
 
I would welcome any questions on (03) 8628 1280. 
 
Yours sincerely  
 
 
 
Ben Skinner  
NEM Policy Manager 


