
 

7 March 2005 
 
 
Mr Sebastian Roberts 
Regulatory Affairs-Electricity 
ACCC 
GPO Box 520J 
Melbourne VIC 3001 
 
By email:  electricity.group@accc.gov.au
 
 
Dear Sebastian, 
 
RE: PROPOSAL FOR TRIAL OF CONSTRAINT SUPPORT PRICING AND CONTRACTING AT 
THE TUMUT NODE. 
 
Origin appreciates this opportunity to respond to the above consultation.   
 
Constraints in the Snowy region have presented somewhat of an intransigent problem in 
the NEM for sometime. The incorrect regional structure in this area distorts price signals 
at times of constraint leading to perverse commercial incentives and a reduction in 
competition. Given that the basis for establishing the NEM was to replace the 
administrative monopoly supply of electricity with price signals and competitive 
provision, it is of some concern that the current regional structure in the Snowy region 
prevents both. 
 
Origin believes the best solution to this problem is a re-alignment of regional boundaries. 
However, given the current moratorium and, in any event, the long process of 
consultation and review that would be required before such change would eventuate, the 
CSP/CSC arrangement provides the next best alternative. It restores efficient price 
signals in the Snowy region when constraints bind. This encourages appropriate 
commercial responses which should reduce the amplitude and frequency of constraints, 
maximise the level of competition on the network, and enhance certainty for market 
participants with regard to how constraints within Snowy will impact the market. 
 
The Snowy version of the CSP/CSC arrangement reflects these important elements and 
should therefore be supported.  
 
We acknowledge that this may lead to wealth transfers between participants. However, 
it is net increases in consumer and producer surplus, rather than transfers between 
them, which should provide the essential focus for changes in market design. Relying on 
transfers to justify or prevent change is likely to increase the level of dispute, distort the 
operation of the market and lead to a misallocation of resources; ultimately increasing 
costs to consumers.  
 
Origin also notes that an approach focusing on net benefits underpins the regulatory test. 
 
Finally, one further concern associated with the Snowy regional structure and its 
interaction with the derogated option 4 constraint formulation now applying in the region 
is the issue of loop flows. That is, at times when the constraint between Murray and 
Tumut binds in a northerly direction this can create price outcomes inconsistent with the 
regional structure, leading to negative residues on the SN-VIC interconnector. This has 
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the effect of reducing the ability of participants in southerly states to trade and compete 
with participants north of the SN-VIC interconnector.  
 
Origin considers this is a significant issue impacting on competition in the NEM and should 
therefore be addressed, if possible, as part of the original derogation. In this respect we 
note that a number of participants have put forward a solution to this issue: moving the 
regional reference node from Murray to Dederang when the northerly constraint in the 
Snowy region binds. We believe this is option worthy of further consideration by the 
ACCC.  
 
Please do not hesitate to contact me on O2 8345 5278 if you wish to discuss any aspect of 
this submission further. 
 
 
 
Yours sincerely, 
 
 
Sgnd 
 
 
Con van Kemenade 
Senior Regulatory Analyst 
Energy Risk Management 
Origin Energy 
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