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12 May 2005 
 
 
 
Mr Sebastian Roberts 
General Manager  
Regulatory Affairs - Electricity 
Australian Competition and Consumer Commission 
GPO Box 520J 
MELBOURNE      Vic        3001 
 
 
By email: electricity.group@accc.gov.au 
 
 
Dear Sebastian 
 
RE: DISPATCHING THE MARKET: CSP/CSC TRIAL AT THE TUMUT 
 NODES 
 
This letter is on behalf of the companies listed above, ‘the Group’ which 
represents the bulk of the generating capacity located south of the Snowy to 
NSW inter-connector.  
 
Some members of the Group have previously made a submission to the 
ACCC and NECA in relation to the Snowy Hydro derogation.  These 
submissions pointed out that not all the current problems associated with 
constraint management in the Snowy region are being addressed by this 
derogation and included a methodology, that when applied in conjunction with 
the Snowy Hydro derogation, would allow all the Snowy constraint problems 
to be resolved.  



  
These problems arise because the current market settlement process in the 
NEM is based on certain implicit assumptions, and when these assumptions 
are not satisfied in practice, distortion of competition occurs. 
 
The Snowy Hydro CSP/CSC trial and the CRA proposal from which it is 
derived is designed to deal with the distortion of competition that occurs when 
an intra-regional transmission constraint leads to a value in dispatch for a 
scheduled plant which is materially different from the value expressed through 
the region-based market settlement process. This leads to a distortion of the 
bid or offer formation process by market participants, The Snowy Hydro 
derogation only addresses the mis-pricing which occurs for Tumut generation. 
 
There is a second cause of distortion of competition in the Snowy region that 
arises from the market settlement process. The Code implicitly assumes that 
virtually every inter-connector flow will result in a positive settlement residue, 
since the means to deal with negative residues are suitable only for 
occasional and trivial deficits as they are based on artificially constraining flow 
or mis-pricing to avoid the negative residues.    
 
Experience has shown that the negative settlement residues that occur in the 
Snowy region are significant and they will persist as they arise from the 
physical nature of the transmission network which includes a constraint within 
a loop.   As a consequence the market settlement process which compels 
NEMMCO to avoid material negative settlement residues on inter-connectors, 
creates in the Snowy region, inefficient pricing for Murray generation, 
distortion of efficient dispatch and a reduction in generator competition.    
 
The derogation that the ACCC is proposing to authorise fails to address the 
loop flow problems and resultant negative settlement residues that currently 
significantly impact on other participants. 
 
We therefore do not support the implementation of the changes proposed by 
Snowy Hydro to address the shortcomings in the Snowy region at the Tumut 
node, unless changes are made and all the competition issues that arise at 
the Snowy regions inter-connector’s are addressed at least on an interim 
basis. 
 
Subsequent to previous submissions on this matter we have finalised a 
derogation, (a copy is attached), to allow implementation of a proposal to deal 
with the negative settlement residues resulting from the loop flows that arise 
because of the failure of the market settlement system to deal effectively with 
the particular transmission configuration affecting the Snowy region. 
 
This derogation has been submitted to NECA to allow implementation of the 
change. 
 



The Group reiterates its position that support for the derogation is conditional 
on resolving the issue of negative residue management on the Victoria to 
Snowy link for both southward and northward flows.  
 
If you have any questions in relation to this proposal, please call Roger 
Oakley on 03 9612 2211. 
 
Yours faithfully 
 
Ken Thompson 
 
 
 
 
……………………………….. 
General Manager 
Loy Yang Marketing Management 
Company Pty. Ltd. 
 

Robert Jackson 
 
 
 
 
……………………………….. 
Manager Market Development & 
Regulation 
Southern Hydro Pty. Ltd. 

Carlo Botto 
 
 
 
 
………………………………. 
Marketing Director 
Yallourn Energy Pty. Ltd. 
 

Stephen Orr 
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Commercial Director 
International Power 
 

Ben Skinner 
 
 
 
 
……………………………… 
Regulatory Manager Wholesale 
Markets SPI Electricity Pty. Ltd. 

Reza Evans 
 
 
 
 
…………………………………. 
Manager Regulation & Market 
Development 
NRG Flinders  
 

David Bowker 
 
 
 
 
……………………………… 
Manager Regulatory Affairs 
Hydro Tasmania 

 

 
 


