
 
 
 

 
Suite 1, Level 2,  

19-23 Prospect St 
BOX HILL Victoria 3128 

Telephone:  (03) 9898 3900 
Fax:  (03) 9898 7499 

Email: euaa@euaa.com.au 
Web page: www.euaa.com.au

21 March 2005 

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

 

Dear Mr Roberts 

Re:  EUAA Response to ACCC National Electricity Code – Extension of Reserve 
Trader Sunset Review 

The Energy Users Association of Australia (EUAA) and Energy Response Pty Ltd 
(ER) appreciate the opportunity to provide input into the Australian Competition and 
Consumer Commission’s (ACCC) review of the National Electricity Code 
Administrator’s (NECA) application for ACCC Authorisation of the Extension of the 
National Electricity Code (Code) provision for the Reserve Trader sunset from July 
2005 to July 20061. 

The EUAA and ER strongly support the extension of the Reserve Trader provisions of 
the Code for a further 12-month period.  Our support for the extension is based on: 

•  the uncertainty surrounding the current governance arrangements as the 
industry transitions to the new Australian Energy Regulator (AER) and 
Australian Energy Market Commission (AEMC) arrangements under the 
revamped National Electricity Law and Rules. 

•  Our serious concern about the Victorian – South Australian reserve capability 
for the 2005/06 summer due to the confirmed deferment of Basslink. 

In providing this support, we note that there would be a risk that, in the absence of 
Reserve Trader provisions, the market alone would be able to supply at the current 
reserve plant margin. 

However, we also note that Reserve Trader provisions are (inevitably) an intervention 
in the normal operations of the market and are likely to be expensive.  Hence, they 
should only be sure as a last resort and means should be found to minimise their cost. 

                                                           
1  The EUAA and ER do not have any commercial connections (or interests).  However, both 
organisations support the greater uptake of DSR in the NEM and have aligned views on the proposed 
ACCC Authorisation of extending the NEMMCO Reserve Trader sunset.  Hence, the reason for a joint 
submission to the ACCC on this matter. 
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While we support the extension of the Reserve Trader provision, we have a number of 
issues that we would like to raise and which we consider to be important in ensuring 
reliability of electricity supply is maintained at least cost to end users.  The remainder 
of our response provides discussion on the following issues: 

•  Impact on Victorian/South Australian reserve plant margins for 2005/06 
summer from the Basslink delay. 

•  Likely availability of new peak load generation for the summer 2005/06. 

•  Improving the NEMMCO Reserve Trader arrangements, including the 
process so it becomes more openly available to energy users. 

•  Impact of having a DSR aggregation facility and Energy Response in the 
market. 

1.  Impact of Basslink Delay 

NEMMCo informed market participants at their quarterly stakeholder briefing 
(February 2005) that the commissioning of the Basslink electricity interconnector 
between Tasmania and Victoria will be delayed following severe damage to the 
project's power transformers.  The interconnector is now planned for commissioning 
no earlier than the end of April 2006.  It is planned for Basslink to provide up to 
600MW of energy to Victoria during times of peak demand in summer.  The Basslink 
interconnection was to be the major source of new energy into Victoria/South 
Australia for the summer of 2005/06 and was to ensure that the minimum reserve 
plant margin for this region to meet the NECA reliability standard. 

Given a continuation of the Reserve Trader provisions, the EUAA and ER are 
concerned about how NEMMCo are now going to manage what looks like being a 
major deficiency in the Reserve Plant Margin for the 2005/06 summer in the 
Victoria/South Australia region now that Basslink commissioning has been delayed 
beyond this period. 

If it is NEMMCo’s intention to call for tenders to obtain energy to meet the Reserve 
Plant Margin (Safety Net) requirements for the 2005/06 summer period in the 
Victorian/South Australian NEM regions we would like to offer the following 
comments about the process and the availability of a real competitive alternative to 
improve the effectiveness of the NEMMCo Reserve Trader tender process. 

2.  New Peak Load Generation for Summer 2005/06  

Based on information provided in the Statement of Opportunities, Update published in 
31st January this year, it appears that around 250-300 MW of additional peaking 
generation is likely to be available in the Vic/SA region of the NEM for next summer.  
The main item of plant being Snowy Hydro’s 312MW gas fired generator at Laverton 
North (a suburb of Melbourne).  This would only overcome around half of the 
capacity provided via Basslink. 

Prior to the announcement of the delay to Basslink NEMMCO stated in its SOO 
Update that: 
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NEMMCO considers that, in the light of the new information that has become 
available since the publication of the 2004 SOO, there is no need to revise the supply 
demand assessment or key findings presented in the 2004 SOO. 

However, the delay to Basslink that was subsequently announced seems to make this 
statement problematic and, as NEMMCO were previously forecasting available 
capacity in the Vic/SA region matching the reliability standard level, it seems that a 
deficit may now be possible.  Unless something happens to alleviate this, its seems 
that NEMMCO will again be forced to activate the Reserve Trader provisions.   

On these indications a Lack of Reserve Condition (LRC) of some 300 MW seems 
likely.  This makes it important that the Reserve Trader provisions continue to operate 
over next summer. 

However, it also raises the issue of what the likelihood is that NEMMCO will be able 
to secure sufficient reserve services to bridge the gap.  One potentially serious 
concern is that NEMMCO was unable to secure sufficient Reserve Services to make 
up the forecast gap for summer 2004/05 and, in fact, fell well short of the mark.  This 
in turn raises issues to do with how NEMMCO procure such services – and whether 
this is efficient enough – as well as issues about the propensity of the market to 
provide them. 

3.  NEMMCo Reserve Trader Tender Process 

As mentioned above, NEMMCo executed the Reserve Trader arrangements in the 
Victorian/South Australian regions for the 2004/05 summer.  NEMMCo contracted 
84MW as part of the process.  This represented a significant shortfall of the target 
NEMMCo were seeking.  Based on our experience with large end users, there are a 
number of reasons why NEMMCo was unable to contract the full amount sought, 
including: 

•  An unnecessarily complex and hence expensive tender process which discourages 
smaller organisations from participating and hence restricts the competitive nature 
of the process or increases the costs and hence the price of the Reserve Trader 
contracts.  For instance, the NEMMCO tender documentation numbers over 100 
pages and combined with the complexity of the documentation make it extremely 
difficult and costly for small organisations to participate in the process. 

•  A low level of customer awareness about the potential benefits to end users from 
offering capacity.  Electricity customers require more, clearer and more timely 
explanation about the NEMMCO requirements (or any other demand side action). 

•  While the Reserve Trader requirements are relatively simple to explain at concept 
level, it is very time consuming for customers to make the quite complex internal 
business or operational decisions, particularly when they are not used to providing 
such services.  In addition, the documentation used by NEMMCO is complex and 
difficult for potential providers to get a grasp of.  While we understand NEMMCO 
has acted in accordance with Code requirements, it is evident to us that there is a 
significant DSR which could be available given more elapsed time and clearer, 
simpler processes. 
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•  Customers, especially those who have not done this before, must go through their 
internal decision making process (this can involve many potential sites and 
operational personnel) and this time does not appear to have been considered in 
the lead time for the Reserve Trader timetable.  The need to create greater 
customer awareness and provide ‘education’ to customers is another important 
gap that needs to be filled.  We believe that it would be beneficial to NEMMCo’s 
search for Reserve Services to allocate some resources to these tasks and EUAA 
would be happy to assist in this in any way we can.  It would also be helpful if 
NEMMCO could provide support with understanding and responding to 
documentation. 

Based on our work on DSR to date and the now significant information we have 
gathered from feedback from end users, we are very confident that, given a more 
efficient process, more lead time to gather resources and provide customer education, 
end users (especially large users) would have been able to contribute significant more 
capability to Reserve Trader.   We note that success in this area will also make a 
valuable broader contribution to the goal of increasing the opportunities for demand 
management in the NEM (as there would be a ‘learning by doing’ knock-on effect) 
and that it would be likely to increase competition for Reserve Services (and probably 
lower the cost as well).  To the extent that there is a knock-on effect that helps to 
increase the demand management capability of the NEM, the future need for Reserve 
Trader should also diminish. 

The outcome to this point is disappointing to the EUAA (and end users who are aware 
of the shortcomings) because we believe that participation would have benefited our 
members as well as other customers and could have assisted in reducing the risk to all 
users of the forecast shortfalls in reserve (cost and system security). 

A reduction in Power System Security increases the risk of major widespread power 
outages.  If they then do occur electricity customers would then be forced to bear a 
very significant cost instead of a relatively low price for the additional Reserve 
Trader.  This small increase in electricity cost is less than 0.004 c/kWh (0.04%) to 
avoid the risk of widespread power outages and would appear cheap insurance.  While 
the cause was not the same, we have recently been reminded of the significant costs of 
major power failures in USA and Italy. 

4.  DSR Aggregation and Energy Response 

As you may be aware, the EUAA completed a Demand Side Response (DSR) Trial2 
in 2002 that enabled customers to participate in the market by responding to high pool 
prices and system stress by bidding to shed load (or switch to distributed generation).  
It found that the power system would stand to gain significantly if customers are 
empowered to participate in the electricity market via a DSR aggregation facility.  
Trial results suggest that demand management, equating to around 3-4% of load, 
could release up to $2 billion a year in value – or around 10% of retail turnover in the 
NEM. 

The improvements in efficiency of the NEM would be achieved by an effective DSR 
in two major areas as summarized below: 
                                                           
2   Trial of a Demand Side Response Facility for the National Electricity Market: Independent Consultant's Report 

and available from the EUAA web-site, www.euaa.com.au 
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•  The extreme price spikes in the wholesale market represent; 

o Less than 1% of electrical energy, and 
o 20% of market turnover (wholesale turnover ~$7.5 billion pa) 

•  The extremes of physical peaks in the network occur 

o Less than 1% of the time but require 
o Greater than 10% of the capital invested. 

•  The EUAA Trial demonstrated that to overcome these inefficiencies in the 
NEM without any deleterious impacts requires: 

o Less than 3% of customer demand (up to 1000MW of DSR) 
o For less than 1% of the time (less than 80 hours per year). 

Following the Trial, Energy Response Pty Ltd has been established to provide an open 
access facility for all customers and market participants.  The facility gathers, 
organizers and aggregates into appropriate producrs DSR to address the extreme 
prices and physical network peaks more efficiently.  This same process will enable the 
gathering and reliable provision of a DSR for Reserve.  This will enable an efficient 
process for meeting Reserve in competition with the traditional method from the 
supply side. 

Some further information about DSR and Energy Response Pty Ltd is provided as 
Attachment 1. 

Finally, given the importance of supply reliability to end users, the EUAA and ER 
welcome NECA’s Reliability Panel Review of the Reliability Standard in 2005.  We 
note the close linkage between the Reserve Trader provisions and the setting of the 
Reliability Standard.  A higher (lower) Reliability Standard will increase (reduce) the 
need for Reserve Trader. 

If you have any queries regarding our comments you can contact Roman Domanski 
on telephone number (03) 9898 3900 or e-mail roman.domanski@euaa.com.au or 
Ross Fraser on telephone number (03) 8616 0132 or e-mail 
ross.fraser@energyresponse.com. 
 
Yours sincerely 
 
 

 
 
 

 

 
 
 

Roman Domanski 
EUAA Executive Director 

Ross Fraser 
Energy Response - Technical Director 

 
  

mailto:roman.domanski@euaa.com.au
mailto:ross.fraser@energyresponse.com
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ATTACHMENT A 

New Demand Side Initiatives for the Australian Electricity Market  
 
Energy Response Pty Ltd provides important and innovative Demand Side opportunities 
for energy consumers and participants in the Electricity Industry.  
 
The delivery of electricity to consumers, like many other products and services, is 
influenced by demand and supply factors. Energy Response is focused on the 
implementation of a range of ‘demand side’ measures, known as ‘Demand Side 
Response’ to make the Electricity Industry more efficient and progressively limit the 
overall cost of this valuable energy source.  
 
Demand Side Response can be as simple as a business choosing to use electricity during 
low cost periods rather than high-cost periods, or turning on a generator.  Currently, as the 
sole independent aggregator of Demand Side Response capabilities in Australia, Energy 
Response provides the wisdom necessary for a business to economically assess the 
benefits of providing DSR, and the mechanism through which this value can be obtained.    
 
While Demand Side management has been a function of the Electricity Retailers and 
Network Service Providers to date, their success in this field has been limited as it 
directly conflicts with their core revenues and they are restricted (in some cases by the 
ACCC) from leveraging the multiple applications available from this activity.  
 
The aggregation process that Energy Response uses has been tested in an independent  
national trial which included 3 major electricity retailers – AGL, Energy Australia and 
Origin Energy, 3 major electricity distributors – AGL, Energy Australia and United 
Energy and 9 mid to large electricity consumers.  
 
Energy Response’s vision is to be the market leader in sourcing and delivering maximum 
Demand Side Response capabilities for the Australian electricity industry. 
 
Response to Electricity Market Price Volatility and Network Stress 
 
Until recent times, we have been able to rely on simply flicking a switch to access the 
electricity we need in our homes and businesses, to operate machinery and to make our 
lives more comfortable. The growth in our population and technological change including 
the growth of air conditioning, introduction of computers and other new appliances has 
placed enormous pressure on demand for electricity supplies and severely accentuated the 
peaks of this demand.  
 

Market price peaks and stressed (overloaded) network assets call for an effective load 
(demand side) management (response) to better suit the supply profile or network 
capabilities at that point in time. Supply shortages seen from time to time, caused 
mainly by a lack of base load generation and /or peaking generation, can trigger load 
shedding by utilities.  It is much better that energy consumers can choose to turn off a 
small component of their demand at these times and significantly reduce their 
electricity costs and avoid the risk of power failure and be paid to do this. 
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The potential for even minor energy shortages necessitates the implementation of pro-
active strategies to avert the difficulties that consumers would experience if this were to 
occur. Energy Response is the industry leader in the implementation of pro-active 
Demand Side strategies. 
 
 
Energy Response provides consumers with the opportunity to reduce the impact of the 
demand for electricity and be compensated for doing so.  Demand Side Response is a 
positive action that all participants in the Electricty Industry can take to: 
 

•  Reduce the cost of energy 
•  Pro-actively limit long term increases in electricity prices 
•  Relieve stress on electricity networks at times of extreme peaks, creating greater 

supply reliability 
•  Reduce the effects of green house gas emissions. 

 
 
Demand Side Response (DSR) 
 
Inefficiencies in the National Energy Market have a significant effect on the cost of retail 
electricity. One of the more notable inefficiencies has been the inability of the market to 
provide consumers with signals that can be readily seen, allowing them to adjust their use 
of electricity. If tangible signals were available to consumers, the demand for electricity 
at a time of high price for instance, may well be reduced. Energy Response  is making 
available to Australian consumers for the very first time, the tangible signals that have 
been missing with a range of high quality and reliable Demand Side Response initiatives. 
 
The extent of the market inefficiencies has been independently estimated as a cost burden 
of some $2 billion each year on the Australian electricity consumers. Without the 
implementation of an effective Demand Management Response this is expected to 
increase significantly as the demand becomes peakier and supply demand tightens. 
 
The Demand Side Response strategies that have been developed by Energy Response 
address many of the major inefficiencies in the electricity market and when implemented 
will result in lower electricity costs.  Our research has identified that most electricity 
consumers will be able to provide Demand Side Response through: 
 
•  simply reducing their non-urgent usage of electricity, and / or 
•  shifting their usage to a time that incurs a lower price, and / or  
•  transferring some of the demand for electricity to an onsite generator. 
 

The reduction of electricity usage by as little as 3 to 5 per cent through implementing 
Demand Side Response initiatives will have a positive impact on the price and 
availability of electricity. Importantly, case studies have shown that shifting usage 
time and reducing demand does not have to mean a loss of productivity or amenity 
and will not reduce onsite health, safety and security. 
 
Through implementing Demand Side Response measures, even for short periods several 
times per year, electricity consumers will be able to earn substantial rates of income, 
relative to the cost of electricity for the same period.  Hence, companies that participate in 
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Demand Side Response will substantially reduce their electricity costs and will see these 
savings reflected in their financial reports. Energy Response Pty Ltd will be pleased to 
demonstrate how this can be achieved. 
 
 
How Can Energy Response Pty Ltd Assist Australian Companies? 
 
Energy Response is committed to delivering quality outcomes and substantial savings for 
electricity consumers and importantly has attracted the strong support of the Energy Users 
Association of Australia. With Energy Response, consumers won’t have to spend time 
following the rapid and often extreme fluctuation of electricity prices and trying to 
understand the complexity of the electricity market. 
 
Energy Response Pty Ltd is committed to: 
 

•  Assisting companies to identify a realistic volume of Demand Side Response that 
they can provide; 

 
•  Arranging suitable applications for the use of aggregated DSR in the market to 

create value for energy consumers and market participants.  
 

•  Informing companies of instances where Demand Side Response may be required; 
 

•  Coordinating the timely dispatch of the Demand Side Response at the appropriate 
time; and 

 
•  Compensating participants for the Demand Side Response that has been delivered 

 
Further Information 

Please request other relevant Information Sheets such as:  

� How to become a DSR Provider 

To find out how your organisation can play a leading role in the community movement to 
actively address issues with Australia’s Energy infrastructure, please email 
information@energyresponse.com or visit www.energyresponse.com 
 
Contacts 
Michael Zammit – 0419 368 705 - Managing Director  
Michael.zammit@energyresponse.com 
 

Richard Parker - 0411 276 170 – Manager Business Development  
richard.parker@energyresponse.com 

 

 

mailto:information@energyresponse.com
mailto:Michael.zammit@energyresponse.com
mailto:richard.parker@energyresponse.com
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