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SNOWY HYDRO CSP/CSC TRIAL PRE-DETERMINATION CONFERENCE (10 May 2005) 
 
 
Main Points of TransGrid’s Presentation  
 
TransGrid emphasised that transmission businesses cannot, and should not, ‘play favourites’ 
with generators.  A key role of transmission in the market is to facilitate competition between 
Market Participants in an even handed fashion.   
 
The purpose of TransGrid’s participation in the conference was not to argue the relative 
merits of the position put by the applicants.  Rather, TransGrid questioned whether sufficient 
information and analysis had been provided to enable the Commission to have confidence 
that the public benefit of this proposal outweighs the anti competitive detriment. 
 
TransGrid proposed that the Commission should either impose a higher burden of proof on 
the applicant before authorising the ‘derogation’, or refer the matter to the AEMC for further 
consideration. 
 
Is this a ‘trial’ or not? 
 
TransGrid noted that the applicant had consistently portrayed the proposal as a ‘trial’.  
However, there appeared to be no clear definition of outcomes against which the success of 
this ‘trial’ is to be measured.  For example there appeared to be: 
 
• no process for collecting information to assess success; 
• no allocation of responsibility to any party to assess the success of the trial; 
• no criteria for assessing the success or otherwise of the trial; and 
• no process for coming back in the future to cease the trial if it is unsuccessful. 
 
TransGrid argued that, in the absence of these characteristics, that this was not a ‘trial’ but a 
fully-fledged change in arrangements. 
 
A Material Change In Arrangements Requires More Justification Than Establishing A 
‘Trial’. 
 
Given that the proposal is not really for a ‘trial’ but for a more material and far reaching 
adjustment to market arrangements (possibly with many ‘winners and losers’) the application 
for such a change appeared to be quite inadequate.  The public benefit appears to be that 
dispatch efficiency is improved.  No attempt appeared to have been made by the applicant to 
quantify these benefits from a public benefit perspective.  Indeed, this task appeared to have 
been left to the Commission and its adviser Dr Biggar.  Dr Biggar’s paper only served to 
highlight the complexity of the issues involved and appeared to invite more specific 
quantitative information from the applicant. 
 
Furthermore, other options appeared to have been given minimal consideration within the 
application.  Examples included: 
 

- upgrade of transmission capability within the Snowy area; 
- ‘fast tracking’ of a boundary change within Snowy market region. 

 
TransGrid acknowledged that improving transmission capability was not a short term solution 
and noted that any line upgrades in National Parks, if plausible, would require extensive and 
time consuming environmental evaluations. 
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Information on ‘Competitive Detriment’ is Too Sparse to Facilitate an Informed 
Commission Decision 
 
TransGrid proposed that the most serious omission was consideration of ‘competitive 
detriment’.   This is particularly important given the requirement on the Commission to 
assess whether the public benefits of the proposed derogation outweighed the competitive 
detriment. 
 
In this regard TransGrid noted prima facie evidence that Snowy Hydro generation can exert 
significant control over when transmission constraints occur between Victoria and NSW.  
They can do this because Snowy own and control significant amounts of generation on either 
side of limited capacity transmission lines in the Snowy area.  By judicious bidding of this 
capacity Snowy Hydro appear to be able to cause flows in these links to exceed line capacity 
under a wide range of feasible market conditions.  When this occurs pool prices in both 
regions separate. 
 
It appeared to TransGrid that this proposal would do nothing to alleviate this problem.  
Indeed, TransGrid noted that, without more explicit analysis of this complex situation, it 
appeared possible that competitive detriment could increase.  TransGrid noted that when 
power flows from Victoria to NSW are relatively high only modest levels of generation at 
Murray are required to create price separation between Victoria and NSW.  Under the 
proposed shadow pricing arrangement this leaves substantial generation at Tumut available 
to capitalise on the relatively higher prices in NSW. 
 
TransGrid reiterated its position that this was only a ‘prima facie’ assessment.  Nevertheless, 
it was incumbent on the applicant to provide a quantitative analysis comparing the 
competitive impacts of the arrangements with and without the derogation. 
 
Summary of TransGrid’s Position 
 
If the Commission is to endorse the derogation as a ‘trial’ then all the administrative 
requirements for an effective trial need to be in place first.  Until these requirements are in 
place the application needs to be treated as material, and an ongoing change in 
arrangements.  Under these circumstances the Commission should seek more empirical 
evidence that the proposed arrangement results in a public benefit that outweighs the 
possible competitive detriment.  This evidence should explicitly address competitive 
conditions in the market both before and after the proposed change in arrangements.  
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