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Dear Sebastian 

Re: EUAA Submission on the ACCC Draft Determination:  National Electricity 
Code – Despatching the market: CSP/CSC trial at the Tumut Nodes 

The Energy Users Association of Australia (EUAA) welcomes the opportunity to 
comment on the Australian Competition and Consumer Commission (ACCC) Draft 
Determination proposing to grant authorisation to code changes relating to an 
amendment to part 8 of Chapter 8 of the National Electricity Code (the Code) that 
aims to provide a simplified trial of the Constraint Support Pricing (CSP)/Constraint 
Support Contract (CSC) framework at the Tumut nodes. 

As you may be aware the EUAA is a non-profit organisation focused entirely on 
energy issues.  Members determine EUAA policy and direction.  The EUAA 
represents a wide spectrum of end-users in all Australian States and has over 75 
Members (and growing), predominantly business end-users with activities across all 
states and many sectors of the economy.  EUAA activities cover both national and 
sub-national issues. [See http://www.euaa.com.au/ for more information on the EUAA.] 

The EUAA is particularly interested in the Draft Determination as end users are the 
end beneficiaries (or otherwise) from a competitive and efficient functioning National 
Electricity Market (NEM).  Further, the ACCC authorisation process clearly requires 
the ACCC to evaluate the proposed derogation from the perspective that it produces 
net public benefits.  The ACCC state in their Draft Determination that “in considering 
whether or not to grant authorisation the ACCC must consider what the position is 
likely to be in the future if authorisation is granted and what the future is likely to be 
if authorisation is not granted”. 

The EUAA has discussed the proposed derogation and the ACCC Draft 
Determination with a number of retailers, generators, network service providers and 
other parties.  Our intention was to determine the benefit end users would derive from 
the proposed derogation.  Based on the discussions there seems to be a variety of 
views and different levels of support for (or opposition to) the proposed derogation.  It 
is clear that many of these views are based on a position of specific interest of the 
particular party holding the views. 

For example, information provided by Macquarie Generation at the Predetermination 
Conference shows that, under the proposed derogation, there would be a transfer of 
some $41 million of Settlement Residues (SRs) from Snowy-to-NSW SR unit holders 
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to Snowy Hydro, which will ultimately impact end users in the form of higher TUOS 
charges.  Alternatively, Snowy Hydro would refund approximately $81,000 of pool 
revenue to NSW-to-Snowy SR unit holders. 

The ACCC Draft Determination states that the derogation “should provide incentives 
for more efficient dispatch of generation into New South Wales at certain times”.  
Some market participants support this view and have stated that the derogation should 
remove the incentive for Snowy to constrain the Murray to Tumut transmission line 
when the NSW pool price is high. However, there is no guarantee that this will 
happen, under what circumstances and to what extent. 

Given the unique characteristics of generation ownership between the Murray to 
Tumut nodes (ie, Snowy Hydro owns all of the generation in this region) and the fact 
that Snowy Hydro is the only participant who can bind the constraint independently.  
The ACCC acknowledges in the Draft Determination this unique characteristic and 
further concedes that Snowy Hydro potentially has both the ability and incentive to 
constrain (or unconstrain) capacity along the Murray-Tumut line if market conditions 
favour this behaviour.  We concur with this view. 

The EUAA accepts that the derogation will result in Tumut generation receiving a 
price that is more reflective of market conditions when the line constrains on northern 
flows.  However, given the unique position that Snowy Hydro holds in the Snowy 
region, the EUAA is concerned that Snowy Hydro may adjust bidding behaviour to 
take advantage of prevailing market conditions by constraining (on or off) the Murray 
to Tumut transmission line.   

The EUAA also has some concern about the introduction of another complexity to the 
market design.  The proposed derogation is not going to remove SRA’s, it will only 
modify them, and potentially firm up the SRA price. The offset is that it introduces 
another risk management device CSP, which will come at some added cost due to the 
small size of the instrument and the added complexity of the two transmission entities 
having to manage another financial instrument.  Then there is the issue of how the 
transmission companies pass through SRA’s and CSP/CSC’s instruments to 
consumers given that TUoS is based on annual charges. 

In summary, no-one has been able to quantify the benefits of the derogation to end 
users.  However, it is anticipated that the derogation will remove the incentive for 
Snowy to bind the Tumut to Murray transmission connection.  As uncertainty as to 
the potential benefits to end users surrounds the proposed derogation, the ACCC 
should only proceed with the trial with the inclusion of an assessment of the trail 
against a set of appropriate performance indicators directed at providing 
information about and assessing the likely impact on end users.  The EUAA 
would not support the trial unless the ACCC included such an assessment in the Final 
Determination. 

We have discussed this concept with the Federal Department of Industry, Tourism 
and Resources (DITR) at length and DITR was both supportive about this idea and 
suggested a number of indicators that we would support.  We believe that the AEMC, 
once up and running, would be the organisation best placed to develop the 
performance criteria for the trial and to undertake the analysis.   
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The performance criteria should not focus simply on the amount of times the Murray 
to Tumut transmission line constrains (although in our view that should be one of the 
criteria in conjunction with the severity of the impact), but also focus on such factors 
as: 

1. How much contracting is taking place between regions (ie retailers contracting 
with both NSW and VIC/SA generators to fulfil their NSW load 
requirements). 

2. An assessment of forward contract prices (theoretically if the trial is successful 
it should lead to lower forward prices as the risk premium for contracting 
across regions will be reduced) 

3. Effect on reducing ETEF related volatility 
4. Assessment of market power across the interconnector based on indicators of 

this. 

The ACCC should ensure that the AEMC carry out this assessment for the duration of 
the trial, with regular published reports.   

If the results of the assessment against a set of performance indicators do not show a 
net benefit to end users, the trial should be abolished.  This outcome should be 
included in the ACCC Final Determination. 

Further, it is clear that the Murray to Tumut constraint is a permanent feature of the 
NEM and the level of binding of this line over the past four years has been significant.  
Hence, the trial as proposed in the Derogation should not be considered a long-term 
solution to the Murray to Tumut transmission line constraint. 

Under the CRA proposal on Regional Boundaries Report to the Ministerial Council of 
Energy, this constraint would be considered significant and long-term.  Therefore, 
there is an urgent need to carry out a review of the Snowy region or to consider the 
need for transmission upgrades to relieve the constraint. 

The EUAA urges the ACCC to support such a review as a matter of priority for the 
newly formed AEMC. 

If you have any queries regarding our comments please contact EUAA’s Director 
Policy and Regulation, Con Hristodoulidis, on telephone number (03) 9898 3900 or 
via e-mail con.hristodoulidis@euaa.com.au.  

Yours sincerely 

 

Roman Domanski 
Executive Director 
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